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PURPOSE AND GUIDELINES

The purpose of this policy is to provide guidelines for the financial transactions of Rio
Alto Water District (District) and the protection of current and future assets. The Board
of Directors formulates financial policies, delegates the administration of the financial
policies to the General Manager and reviews operations and activities. The General
Manager has management responsibilities, including financial management. Financial
duties and responsibilities must be separated so that no one employee has sole control
over cash receipts; payroll; bank reconciliation; etc. A blanket dishonesty coverage in the
amount of $100,000 per loss shall be maintained. These policies and procedures will be
reviewed annually by the Auditor.

In addition to setting guidelines for transactions, this policy is to provide a financial
framework for decision making to assure the financial viability of the District and to
make rates equitable. It is the intent of management that this financial policy be used to
guide the District’s financial program over the long term.



Version 5
Dated 9/9/25

II. RATE STRUCTURES:

A. Policy:

It is the intent of the Rio Alto Water District Board of Directors to establish rate
structures that are fair, equitable and cost-based. All rate settings will be in
compliance with Propositions 218 and 26, and any subsequent legislation that is
enacted. Rates will be proposed to include increases to reserves and infrastructure
replacement and repair. The District will endeavor to set rates in such a way that the
rates for each service cover the ongoing cost of providing that service and allow for
the maintenance of the reserves outlined in Section 16.

B. Procedure:

e The District will endeavor to keep its rates current and to ensure that rates are
adjusted to meet the District’s financial requirements.

o Ifnecessary and possible, rate increases will be staged over a 5-year period.

e In compliance with the goal of transparency, public outreach will be an included
component of the rate setting procedure.

¢ All rate settings will be in conformance with legal requirements.

e Rate setting records will be retained in accordance with Item #’s 50, and 138, on
the records retention schedule.

[II. BOOKS OF ORIGINAL ENTRY:

A. Policy:

The District will utilize a double entry system for accounting for all funds. Adequate
documentation will be maintained to support all journal entries. The General
Manager will approve all journal entries. Guidelines as set forth in this financial
policy will be followed for all transactions in accounts payable, accounts receivable,
payroll and general ledger. The District will maintain its accounting records on the
accrual basis in a manner that facilitates the preparation of audited financial
statements conforming to generally accepted accounting principles.

B. Procedures:

e At month end, the Bookkeeper will prepare a trial balance and audit the trial
balance for accuracy.

e At month end, the Bookkeeper will prepare a balance sheet, statement of activities
and statement of activities by project that will be reviewed by the General
Manager.

g)ﬁl



Version 5
Dated 9/9/25

e Quarterly, the Bookkeeper will conduct an internal audit of general ledger activity
to review accuracy of posting of accounts.

e Income/Expenditure reports will include a comparison to the budget and will be
presented to the Board of Directors quarterly.

e Annual reports will be internally audited for accuracy and audited by an
independent auditor.

e General Ledgers and Financial Reports will be retained in accordance with Item
#’s 10, and 84, on the Records Retention Schedule.

IV. RECEIPTS:

A. Policy:

The District receives cash, checks and credit card payments through the mail, in
person and over the internet in payment of customer accounts receivables. Customers
may also sign up for auto draft at no cost. In addition to utility payments, the District
receives property tax revenues, delinquent assessments and the Special Tax Levy for
CFD 2011-1 from Tehama County. The District receives miscellaneous receipts such
as, reimbursements from vendors, retirees’ health insurance contributions, rebates,
Cell tower lease payments and miscellancous income. It is the intent of this policy to
assure the safeguarding of all receipts by maintaining segregated duties and adequate
checks and balance systems. All receipts are deposited into the Investment Account.
The Investment Account is a depository account only. There are no checks drawn off
the Investment Account to limit exposure. Transfers are made from the Investment
Account to the Working Account for payables to be disbursed through the Working
Account. All Transfers from the Investment Account require source documentation
(such as the payable register) which is signed by both Regulatory Officer and General
Manager. The General Manager makes the transfer from the Investment Account.

B. Procedures for Customer Receipts:

1. Procedure for Checks Received through the mail:

e The District Secretary opens any mail addressed to the District or without
specific addressee. All checks received through the mail are stamped with the
District Bank Endorsement Stamp by the Secretary upon receipt.

e The Secretary compares the check with the ticket stub for accuracy and
confirms both for proper account application.

e All checks are retained in check box until payment posting by Secretary.

2. Procedure for Customer Cash and Checks Received at the Counter:
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Both Secretary and Bookkeeper receive cash and check payments at the
counter.

All cash must receive a written receipt.

Cash is deposited in cash drawer with a receipt indicating customer name and
account number, amount paid, and receipt number. Cash remains in the cash
drawer until General Manager removes for deposit. General Manager records
the deposit date in receipt book.

Cash is locked in a secure location until taken to the bank.

Checks received at the counter by either Secretary or Bookkeeper are stamped
with the District endorsement stamp and placed immediately in check box for
deposit by the Secretary.

Procedure for Customer Credit Card and Debit Card Payments Received from

CUSI/bluefin:

Customers have the option of paying their bill on-line through the website or in

the office assisted by RAWD personnel.. All payments are processed through
CUSI/Bluefin. Internal procedures for accessing CUSI/Bluefin payments are:

Log on to RAWD.org.

Select Green Button “Bill Payment”.

Select pay your bill now.

Enter the account number and system will populate with A/R due.

Enter amount to pay, card number, expiration date, enter security code.
Confirm that address that auto populated is the same address where credit card
statement is sent.

Select submit and a receipt will appear on screen.

Print or email the receipt

Never save credit card information on system.

Internal CUSI/bluefin payment batching and posting

Bookkeeper & General Manager will receive batch notices by email.
Payments by credit/debit card are directly applied to accounts at time of
deposit but not batched until midnight Arkansas time.

Bookkeeper accesses Gateway prints out to balances with email batches.
Bookkeeper prints out cash receipts journal the next morning to balance with
the batch totals and when in balance posts.

Bookkeeper enters payment in check register.

0
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4. All Accounts Receivable Deposit Procedures:

o All customer receipts will be deposited through the accounts receivable
program CUSI by Secretary. Cash Receipts Journals and payment stubs are
balanced before the deposit is completed and posted.

o Deposits are recorded in a monthly register by the Bookkeeper.

e Deposits are delivered to the bank in a timely fashion. The individual
delivering the deposit is not the same person who prepared the deposit.

o All receipts will be deposited intact. No disbursements will be made from
cash or check receipts prior to the deposit being delivered to the bank.

e Customer receipts, journals, deposit slips and payment stubs will be retained
in accordance with Item #’s 4, 20, and 42, on the Records Retention Schedule.

(. Tehama County Tax Revenue Receipts:

The District receives property tax revenue from Tehama County in the form of three
warrants received in January, May and July respectively. The July checks are
accrued. The tax revenue warrants include delinquent water/sewer assessments which
have been turned over to the County for collection through the tax rolls.

1. Procedure for Depositing Tehama County Tax Warrants:

e Warrant is received by mail which is opened by the Secretary.

e Secretary endorses the warrant and forwards the warrant to the Bookkeeper
and a copy of the warrant to General Manager.

e Bookkeeper deposits warrant in Investment Account through General Journal
entry applying to appropriate revenue accounts.

e With documentation provided by Tehama County, the Bookkeeper applies all
delinguent assessment County payments to corresponding County receivables.

e When delinquencies are paid in full, the account detail is printed, lien releases
prepared by the Bookkeeper, signed by General Manager, and forwarded to
Tehama County Recorder with a lien release check.

e Records will be retained in accordance with Item #’s 4, 42, and 105, on the
Records Retention Schedule.

D. Special Tax Levy Warrant:

In tax year 2012/2013, the District began assessing an annual Special Tax
Levy on all taxable lots and homes with Sewer within Community Facility District
2011-1 in accordance with Ordinance No. 100-1, approved by the Board of Directors
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on May 23, 2012. Special tax levies are collected through the annual tax rolls by
Tehama County Tax Collector. Tehama County forwards those collections to the
District in separate warrants in January, May and July. July receipts are accrued.

1. Procedure for Deposit of Tax Levy Revenue:

e Warrants will be received by mail which is opened by Secretary.

e Seccretary forwards to the Bookkeeper along with a copy to the General
Manager.

o Bookkeeper deposits warrant into CFD Bank Account at TriCounties Bank.

e General Manager initiates, through the Regulatory Officer, a transfer of the
specified amount of receipt to the Special Tax Fund held at LAIF. (Note:
LAIF will only accept deposits in even $1,000 increments. Transfers will be
rounded up to the nearest thousand dollar, and the excess funds will be
credited to the savings account held at LATF).

o Records will be retained in accordance with Item #’s 4, 42, and 148, on the
Records Retention Schedule.

E. Other Receipts:

The District receives other checks for items such as: retiree employee’s co-insurance
payments, cell tower lease income, reimbursement from vendors, rebates and

miscellaneous income.

1. Policy for Depositing “Other Receipts™:

e Checks are received through the mail opened by Secretary.

e Secretary endorses the check and delivers to the Bookkeeper with a copy to
the General Manager.

e Bookkeeper deposits the check into the Investment Account through General
Journal entry with a credit to either income or expense account.

e Records will be retained in accordance with Item #’s 4, 17 and 42, on the
Records Retention Schedule.

V. CASH DISBURSEMENTS

A. Policy:

In conjunction with the cash receipts policy, it is necessary to segregate duties within
cash disbursements to ensure funds are not misappropriated. The individual who
issues the checks is not allowed to sign the checks. Invoices are reviewed

6
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independently of the Bookkeeper prior to issuance of checks. The preparer of checks
will not be responsible for assembly and mailing. To limit exposure, all receipts are
deposited in the Investment Account. The minimum required amount is maintained
in the all accounts to avoid bank charges and accrue interest. A transfer is initiated
from the Investment Account to the Working Account by the General Manager for
the amount of payables on the day the payables are issued.

. Procedures:

e All invoices are forwarded to the General Manager for review of mathematical
accuracy, validity, conformity to the budget (or other board authorization) and
compliance with bid requirements prior to forwarding to the Bookkeeper.

e Reimbursed expenses will be paid in accordance with the Personnel Policies and
Procedures Manual.

¢ The Bookkeeper will ensure that all conditions and specifications on a contract or
order have been satisfactorily met, including inventory of items received against
packing slips. The Bookkeeper is responsible for timely follow-up on
discrepancies and payment. It is the Bookkeeper’s responsibility to take
advantage of discounts and avoid late charges.

e Prior to payment, encoded invoices will be forwarded to the Regulatory Officer
for second review, initialing and returned to the Bookkeeper for check
preparation.

e Approved invoices will be entered into the accounting system using the CYMA
accounts payable module, by the Bookkeeper.

e The Bookkeeper forwards prepared checks to the Regulatory Officer for
signature.

e Authorized signers on the Working Account include, the Regulatory Officer, the
Lead Water Operator, Board President, the Board Vice President.

e Regulatory Officer delivers signed checks to the Secretary for assembly and
mailing.

¢ Bookkeeper files invoices.

¢ Voided checks will have “VOID” written boldly in ink on the face of the check
and filed with bank reconciliations.

¢ Inno event will:

Invoices be paid unless approved by an authorized signer;

Blank checks (checks without a date or payee designation) be signed in
advance;

Checks be made out to “cash”, “bearer”, etc.;

Checks be prepared on verbal authorization, unless approved by the General
Manager.
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e Records will be retained in accordance with Item #’s 3, 31, and 83, on the
Records Retention Schedule.

VI. CONSTRUCTION ACCOUNT:

A. Policy:

Bank account set up to receive project loan proceeds and disburse all construction
costs. All funds in the account will be secured by a collateral pledge equal to at least
100% of the highest funds expected to be deposited in the construction account any
one time. Federal purchasing requirements will be provided by the Federal Agency
and complied with by the District.

B. Procedures:

e All procedures will be done in accordance with the requirements of the lenders
and incorporated within this policy and procedures manual.

the Records Retention Schedule.

VII. BANK RECONCILIATIONS
A. Policy:

Bank Statements are not to be opened or reconciled by the bookkeeper to maintain the
policy of segregation of duties. Review and reconciliation includes verifying that
checks issued are recorded as paid and not altered in any fashion.

B. Procedures:

e Bank statements will be forwarded, unopened, to the Regulatory Officer for the
first review.

* Because the Payroll Account does not issue paper checks, the Bookkeeper will
provide Regulatory Officer with payroll transfer documents and semi-monthly
payroll registers to ensure disbursements equal payroll.

e The General Manager will reconcile the bank accounts monthly, then forward to
the bookkeeper for filing.

e The Board of Directors will receive monthly statements of checks paid in the
form of the disbursement report prepared by the Bookkeeper.

o The Bookkeeper will take appropriate action on all outstanding checks over 90
days.

e The bank statements will be filed, copied and emailed to the auditor each year.

8
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e Bank reconciliations and statements will be retained in accordance with item #17,
on the Records Retention Schedule.

VIIL. PAYROLL

IX.

A. Policy:

Payroll will be prepared in compliance with labor laws and in accordance with the
Personnel Policies and Procedures Manual. Current payroll periods are the 1*
through 15th and 16" through last day of the month, Payroll is made through direct
deposit. Any changes to payroll computations must be approved by the General
Manager. Review, preparation and transfer duties are segregated.

B. Procedures:

e Each hourly employee will be responsible for completing their time sheet on a
daily basis.

o Completed time sheets are submitted to the Bookkeeper two days prior to the end
of the pay period. No payroll EFT’s will be issued with an incomplete time sheet.

o The Bookkeeper will verify the accuracy of the time sheets, calculate the
vacation, sick leave, comp time etc. and forward to the General Manager for
review and signature then to lead water operator for 2" review.

lst

o On approval, the Bookkeeper will prepare direct deposit and forward the transfer
of funds request to the General Manager.
e Copies of direct deposits with itemized deductions are affixed to approved time
cards and returned to the employee for signature.
e Termination, whether voluntary or involuntary, will be paid on the day of
separation or within three days as required by labor law.
e The Bookkeeper accounts for leave benefits for each pay period and prepares and
maintains a quarterly reconciliation of payroll benefits earned and taken.
e Wage adjustments are provided to the Bookkeeper through:
(a) acopy of the minutes approving cola increases, or
(b) a copy of the last page of employee review form indicating merit increase and
effective date, provided by the General Manager or in the case of the General
Manager, provided by the Board President.
146, on the Records Retention Schedule.
o Bookkeeper will prepare and transmit the payroll tax reports, W-3 forms, and
1099 forms after final review from the General Manager.

CONSULTANTS:
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A. Policy:

Consideration will be made of internal capabilities to accomplish services before
contracting for them. Written contracts clearly defining work to be performed, terms
and conditions will be maintained for all consultant and contract services. The
qualifications of the consultant and reasonableness of fees will be considered in hiring
consultants. Any consultant contracts exceeding $1,000 will require Board approval.
All independent contracts and consultants must provide the District with proof of
liability insurance with adequate risk transfer. For contracts over $25K, refer to the
District Contract Guidelines (approved by the Board of Directors August 17, 2006).
The District will check with the EPLS.gov website to ensure the entity is not
suspended or disbarred. The District shall be cautious not to enter into contracts that
create or could be viewed as creating a conflict of interest.

B. Procedures:

e Check references on all consultants.

o Secure Board approval when necessary.

e General Manager and/or Regulatory Officer or Lead Operators to review and
approve all contracts, scope of work, and payment requirements. Consultant
services will be paid for as work is performed or as delineated in the contract.

e Obtain a completed W-9 prior to start of work.

e The Bookkeeper will prepare 1099 returns at the end of the year.

e Records will be retained in accordance with Item #’s 3, 36 and 79, on the Records
Retention Schedule.

X. CAPITALIZED PROPERTY/EQUIPMENT:

A. Policy:

Equipment will be defined as all items (purchased or donated) with a unit cost of
$1,000 or more and a useful life of more than one year. Any purchases of equipment
over $5,000 will require either approval through the budget process or approval of the
Board of Directors. Where there is more than one provider of a product, a minimum
of 3 proposals will be obtained and researched prior to recommendation to the Board.

B. Procedures:

e Obtain 3 proposals for all equipment purchases.
e Purchasing will be based on the lowest qualified proposal.

10
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e The Bookkeeper will maintain an inventory log; which will include a description
of the item, date of acquisition, price or fair market value of the item, and its
location.

e The Bookkeeper will submit documentation to the insurance carrier when assets
are acquired for inclusion on the property schedule.

e The Bookkeeper will record all equipment in the accounting system. An entry
must be made whenever property is disposed of or acquired.

e A depreciation schedule will be prepared annually by the Bookkeeper for the
audited financial statements.

136, on the Records Retention Schedule.

XI. PURCHASING: (Under $25,000)

A. Policy:

Purchases will be defined as consumables necessary for normal operations of the
District such as office supplies, chlorine, fuel, meters, check valves, maintenance and
lab supplies. Persons authorized by the General Manager may initiate purchases
under $150 for immediate purchase and delivery. All purchases over $150 but under
$5,000 must be approved in advance by the General Manager. The General Manager
is responsible for acknowledging whether the item ordered is within budget and
guidelines. Purchases over $5,000 require 3 proposals, board notification, and/or
approval. All requests for quotes will contain clear specifications and will not contain
features which unduly restrict competition. The lowest qualified purchase will be
chosen.

B. Procedures:

e All purchases require a form of approval.

e Persons authorized by the General Manager may initiate immediate purchases up
to $150 with verbal approval of General Manager, but followed up with written
approval on invoice.

e Purchases in excess of $150 and under $5,000 must be approved by General
Manager in writing prior to commitment.

¢ Purchases over $5,000 require 3 proposals (when possible), Board notification
and or approval.

e All purchases will be accounted for with written receipts submitted to General
Manager for record retention and fund accountability.

e Records will be retained in accordance with Item #’s 3, 31, and 80, on the
Records Retention Schedule.

11
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XII. INSURANCE:

A. Policy:

B.

Reasonable, adequate coverage will be maintained to safeguard the assets of the
District. Such coverage will include property, liability, worker’s compensation,
employee dishonesty, cyber security and other insurances deemed necessary.

Procedures:

e Annually the General Manager will carefully review policies for renewal.

e The Bookkeeper is responsible for additions to the property schedule in
conjunction with purchases.

e The Bookkeeper will ensure that all premiums are paid in a timely fashion.

e An independent auditor will annually review the insurance coverage.

o The Secretary will maintain insurance policies in insurance files.

e Records will be retained in accordance with Item #’s 95-99, on the Records
Retention Schedule.

XIII. BUDGETS/AUDITS:

A.

B.

Policy:

A balanced budget will be prepared annually and submitted to the Board of Directors
at the May board meeting for review and approval. The General Manager and the
Bookkeeper will prepare the annual budget with input from the Regulatory Officer
and Lead Operators. Expenditure line items will be scrutinized to minimize
expenditures and revenues will be adjusted by a delinquency factor. Budgets will
include line items for funding of rchabilitation and replacement of District
infrastructure. The District will annually contract with an independent auditing firm
for a full audit of the books prepared in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller
General of the United States. Independent Auditors may be retained for a minimum
period of 3 years after which the District may seek bids from Auditors. All
prospective auditors will be checked on the EPLS.gov website to ensure the entity is
not suspended or debarred.

Procedures:

e General Manager and Bookkeeper prepare the budget with input from Regulatory
and Lead Operators.

12
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e Budget is presented to Board in May board meeting for review.

e If corrections or changes are made to the budget, a new budget will be prepared
and presented to the Board of Directors at next meeting or a special meeting.

e The Board of Directors will be informed and given an explanation on any items
that exceed budgeted line times through the quarterly income/expense reports.

e The General Manager will insure that budgets are on file in the District and posted
on the website.

e The Bookkeeper, Secretary, and General Manager will prepare and submit all
required documentation to the auditor annually.

e The General Manager will prepare and file annual compensation and benefits
reporting to State Controller.

e The Auditor will prepare and file the Annual Comptrollers Report within required
time limits.

e The Auditor will present the final audited financial statements and management
letter to the Board of Directors annually.

e Budgets, audits, and Comptroller reports will be retained in accordance with Item
#’s 10, 13, 14, 27, and 145, on the Records Retention Schedule.

XIV. LOANS:

A. Policy:

The Board of Directors will approve all loans. All loans require a resolution for
application. The Board must authorize person or persons to execute loan documents.

B. Procedures:

e All loans require a resolution stating the need for the loan and authorizing the
General Manager to execute the documents.

e Procedures will be in compliance with requirements from lenders.

e Loans and promissory note records will be retained in accordance with Item #1335,
on the Records Retention Schedule.

XV. GRANTS:

A. Policy:

As grantee, the District has full responsibility for the conduct of a project or activity
supported under a grant. The grantee will monitor the performance of the project to
assure adherence to performance goals, time schedules or other requirements as
appropriate to the project or the terms of the grant. As grantee, the District will agree

13
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to comply with the applicable requirements for grants and to the prudent management
of all expenditures and actions affecting the grant. Documentation for all
expenditures affecting the grant shall reflect appropriate reviews and approvals made
in advance of the action. Organizational reviews are intended to help assure that
expenditures are allowable, necessary, and reasonable for the conduct of the project,
and that the proposed action:

e [s consistent with grant terms and conditions;

e s consistent with grantee policies;

e Represents effective utilization of resources; and

e Does not constitute a change in objective or scope.

B. Procedures:

e To be established and determined by grantor.

e Records will be retained in accordance with Item #86 on the Records Retention
Schedule.

XVI. CASH RESERVE POLICY:

A. Policy:

Maintaining adequate cash reserves is an essential part of sound financial
management. The RAWD Board of Directors realizes the importance of reserves in
providing reliable service to its customers, financing of long-term projects, in
addition to funding availability for emergencies, should the need arise. Interest
derived from reserve balances shall be credited to the reserve account from which it
was earned. The establishment of any new reserve account will be determined based
on the following:

e Purpose and need for the reserve fund,;

e Availability and source of funds to maintain, replenish or initially establish the
Ieserve;

e Operating expenditure levels approved with the annual budget process;

e Future capital expenditure and debt service requirements of the District; and

e Board of Directors approval of the reserve policy.

The reserves will be further classified and defined as:

1. Operating Reserves:

14
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Definition and Purpose - Established to cover temporary cash flow
deficiencies that occur as a result of timing differences between the receipt of
operating revenue and expenditure requirements and unexpected expenditures
occurring as a result of doing business.

Target Level — Funding shall be targeted at a level equivalent to three months
(or 25%) of the District’s annual operating budget.

Events or Conditions Prompting the Use of the Reserve — This reserve may be
utilized as needed to pay outstanding operating expenditures prior to the

receipt of anticipated operating revenues.

Periodic Review Dates — Reserve balances shall be reviewed as part of the
Quarterly Financial Review with the target level examined by General
Manager and set by the District’s Board of Directors as part of the annual
budget purpose.

Records Retention - Records will be retained in accordance with Item #’s 83,
and 100, on the Records Retention Schedule.

Capital Replacement Fund (Reserve):

Definition and Purpose - Established to provide capital replacement funding
as the District’s system’s infrastructure deteriorates over its expected and

useful life.

Target Level — Funding shall be proposed based on the prior year’s audited
financial statement and the upcoming proposed operating budget. At such
time that both enterprises become self-sustaining, it is proposed to have a set
amount. Capital Replacement Funds will be determined through budget and
short and long range planning.

Events or Conditions Prompting the Use of the Reserve — Through the annual
budget process, staff shall recommend anticipated asset replacement projects.
The Board of Directors shall take action to approve recommended project
appropriations from the replacement reserve fund. Should emergency
replacement be necessary during any fiscal year, the Board of Directors may
take action to amend the budget and appropriate needed funds as required by
such emergency.

Periodic Review Date — Reserve balances shall be reviewed as part of the
Quarterly Financial Review with the target level examined by General
Manager and set by the District’s Board of Directors as part of the annual
budget process.

Records Retention - Records will be retained in accordance with Item #’s 83,
and 100, on the Records Retention Schedule.

15
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3. Retiree Medical Reserves:

Definition and Purpose — Created to ensure the future funding associated with
the long term liability of health benefit coverage for employees whom have
met the requirement necessary for District paid health benefits at retirement.
The accounting pronouncement known as Governmental Accounting
Standards (GASB 45, 75), has required recognition of post-retirement benefit
obligations as part of the financial records. The District is not required to
fund the liability at this time, but the District acknowledges the need to begin
funding the liability. The District is not in a financial position to fund the
entire liability so the Board of Directors has decided to begin partial funding
in smaller increments while continuing to “pay as you go”.

Target Level — The partial annual contribution will begin at $12,160 for
RAWD and $9,200 for RAID, to be evaluated and/or adjusted every three
years based on the actuarial evaluation analysis of potential retirees and
projected health care increases with consideration of funds available for
allocation from the budget process.

Events or Conditions Prompting the Use of the Reserve — Deposited reserves
may not be used for anything other than the retiree medical cost obligations.
Annual projected reserves to be contributed may be adjusted based on funds
availability until such time as the Directors have determined a restricted
annual contribution with the intent of eliminating the long term liability.

Periodic Review Dates - Reserve balances shall be reviewed by RAWD Staff
and set by the RAWD Board of Directors on a tri-annual (every 2 years) basis
as part of the budget process following the required actuarial valuation
prepared for the District.

Records Retention - Records will be retained in accordance with Item #’s 83,
and 100, on the Records Retention Schedule.

4. Growth (Fund) Reserve:

Definition and Purpose — Established to provide future funding derived from
capacity expansion fees collected on new development resulting in increased
service demand to the District’s operating distribution, collection and
treatment systems. Initial fee schedules were identified and established with
Resolutions 2-90 (adopted 9/5/90), 3-90 (adopted 9/5/90), 1-92 (adopted
1/15/92) by the Board of Directors. The fee structures were established 9/5/90
and are increased annually on March 1* in conjunction with the Construction

Cost Indexes.
Target - Self supported by development.
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e Events or Conditions Prompting the Use of the Reserve — This reserve may
only be utilized for costs associated with future user capacity improvements as
approved by the RAWD Board of Directors. Any other use of this reserve
shall not occur without prior authorization from the RAWD Board of
Directors.

¢ Periodic Review Dates - Reserve balances shall be reviewed by the General
Manager, and presented to the RAWD Board of Directors as part of the annual

budget process.
e Records Retention - Records will be retained in accordance with ltem #’s 83,
and 100, on the Records Retention Schedule.

5. Annual Debt Service Reserve for CFD 2011-1:

e Definition and Purpose — USDA Rural and the State Revolving Fund (SRF)
require the deposit of one year's annual debt service in an interest bearing
account for the life of the project loan (40 years for USDA) and (20 years for SRF).

e Target Level - To be one year’s annual payment for Wastewater Treatment
Plant and Wetlands Project currently estimated as $207,000 for USDA
and $76.500 for SRF.

s Events or Conditions Prompting the Use of the Reserve — Directors to decide

if interest earned to be used for reduction in principle of the loan. Restricted
to final loan payments.

e Periodic Review Dates - Reserve balances shall be reviewed by the General
Manager, and presented to the RAWD Board of Directors.

e Records Retention — Records will be retained in accordance with Item #’s
83 and 100 on the Records Retention Schedule.

XVII. ACCOUNTING PROCEDURE FOR ANNUAL BAD DEBT EXPENSE

A. Policy:

Bad debt expense represents the amount of non collectible accounts receivable in a
given accounting period. The reason a bad debt expense is allowed is because it 1s
offsetting revenue that was previously recorded. Foreclosures and bankruptcies are
true examples of bad debt expense. The District writes off bad debt through the
Accounts Receivable Program to adjust accurate Accounts Receivable Balances.
These entries are revised at year end and debited to Bad Debt Expense.

B. Procedures:

¢ Monthly we will continue to write off amounts to income accounts through our
adjustments to Accounts Receivable Program (CUSI). This way Accounts
Receivable will always balance with the General Ledger.
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e On the last day of the fiscal year, all true write-offs (i.e.
Foreclosure/Bankruptcies) including source documents and journals will be
copied and totaled by bill code.

s After year end internal income reconciliations are prepared and balanced and year
end income/expense reports are generated, one journal entry will be prepared
crediting the total of write-offs back to their respective income accounts and
debiting the Bad Debt Expense Account.

» Records will be retained in accordance with [tem #4, on the Records Retention
Schedule.

XVIII. REFERENCES

Appendix A — Acronym List
Appendix B — Records Retention Schedule
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APPENDIX A
RIO ALTO WATER DISTRICT
FINANCIAL POLICIES & PROCEDURES MANUAL

ACRONYM LIST

CFD 2011-1 Community Facilities District No. 2011-1 (Wastewater System
Improvement Project)

CUSI Accounts receivable billing program written and supported by Continental
Utility Solutions, Inc.

CUSI/Bluefin On-line payment portal found on RAWD.org supported by CUSI and

Administered by Bluefin

CYMA Accounting system software for Payroll, Accounts Payable and General
Ledger.

GASB Governmental Accounting Standards Board

LAIF Local Agency Investment Fund

RAID Rio Alto Improvement District #1

RAWD Rio Alto Water District

A-1
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