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MEETING REPORT 
FINANCE COMMITTEE 

TUESDAY, JANUARY 19, 2016 
2:00 P.M. 

 
 

Directors: Kent Johnson     Staff: Thomas J. Haglund 
  Jim Grinnell            Steve Sheffield   
         Lisa Westbrook   
Observer:  Ron Ringen  Melissa McMullen 
  John Maciel 
  Ron Kopf 
 
No public or press were present.   

Monthly Financial Report for Period Ending December 31, 2015  

a. Financial Statement Review for the Month of December 2015 

b. Review and Discussion Financial Performance and Budget Comparison for the month and YTD for 
Period Ending December 2015  

c. Review of Capital Expenditures Budget for the Month and YTD for the Period Ending December 
2015  

d. Discussion of Revision of Internal Financial Statements and Board Presentation 

Steve Sheffield stated that Tuolumne Utilities District Policy #3010 titled Accounting, Auditing and Financial 
Reporting adopted October 8, 2013; section 3010.1.7 states “a financial report comparing budgeted to actual 
and containing Income and Balance Sheets, and Capital Improvement Project Status Sheet shall be 
prepared, delivered to and reviewed with the Finance Committee on a monthly basis.” Financial reports are 
an essential tool for internal management, board oversight, and public transparency. Good interim reporting 
identifies important trends in time for management and local officials to act on them before serious problems 
arise. These reports provide meaningful information that gives the Directors an accurate portrayal of the 
District’s current financial picture to date. 

The Monthly Financial Report includes the following: 

 Management’s Discussion and Analysis 

 Statements of Net Position 

 Statements of Revenues, Expenses, and Changes in Financial Position 

 Statements of Cash Flow 

 Schedule of Capital Investments 

The Statements show balances and results for the water and sewer funds, as well as a district total.  The 
Statements of Revenues, Expenses, and Changes in Financial Position present the year to date results at 
the detail line item level, and include a comparison to budget as well as the prior year. 

Director Grinnell suggested that a Snapshot – Balance Statement be done for the Water Fund and Sewer 
Fund independently.  

Director Johnson made the following suggested revisions to the Monthly Financial Reports: 

 Snapshot - Income Statement: A definition be given for the asterisk on non-labor 

 Page 4, Financial Statements: Change this page to a narrative of the Financial Reports 

 Page 7, Statements of Revenues, Expenses, and Changes in Financial Position: Would like labor 

broken into categories such as; work hours, vacation, holiday, and sick leave (fully accrued benefits) 

 Page 8, Statements of Revenues, Expenses, and Changes in Financial Position: Would like to see 

variances – dollar amounts and percentages 
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Review and Status of Inter-Fund Transfer Policy 

Director Johnson stated that he would like to have a policy in place for Interfund Transfers to make sure that 
all Proposition 218 guidelines are being followed and that the Board approves a budget with all Interfund 
Transfers done correctly. 

Tom Haglund stated that it was important that the Committee understood the difference between an Interfund 
Transfer and an Interfund Loan: 

An Interfund transfer is generally defined as a transfer of monies from one fund to another under a regimen 
in which the transferred monies are not be expected to be repaid or are repaid within the fiscal year.   

An Interfund loan is generally defined as the loan of monies from one fund to another for a predetermined 
amount of time, typically longer than one year, which monies will be repaid to the originating fund with 
interest. 

Tom Haglund stated that financially sustainable management of the District’s finances should be a 
preeminent goal of the Board and management. The District’s budget should demonstrate that expenditures 
in support of operations and infrastructure improvements can occur within the constraint of available funding.  
Accordingly, it is incumbent upon management and the Board to ensure that a rate structure is maintained to 
provide sufficient funding for appropriate levels of operations and infrastructure. The District’s primary 
businesses are to provide safe, clean drinking water; and, wastewater treatment in compliance with state and 
federal regulation. California law requires water agencies such as the District to ensure that financial 
resources are sufficient to support the cost of operations and infrastructure.  

The District’s water and wastewater operations are organized as independently operating enterprises, each 
providing a unique service to District customers.  Generally accepted accounting principles (GAAP) provide 
for the appropriateness of Interfund transfers and loans, across funds, if properly documented within the 
accounting structure. This is the current practice within the District and the District’s audited financial 
statements document such transfers and loans.  Interfund loans are to be repaid. A stipulated timeframe for 
repayment is not identified under GAAP, though it should be reasonable and inure to the benefit of the 
lending fund.   

An agency can establish a policy to guide the time, manner and amount of Interfund transfers and loans.  
Such policies can reinforce existing GAAP principles and practices which are otherwise reviewed as part of 
the agency’s independent audit. Or, a policy can be developed to more comprehensively address the 
financial sustainability of the agency by attending to the root cause of the need for Interfund loans, which is 
the lack of available revenue and/or reserves in a fund that are otherwise necessary to meet its financial 
obligations.  Under a financial sustainability construct, a best practice policy endeavors to ensure that 
fundamental revenue needs are met on an ongoing basis obviating the need for routine Interfund transfer(s), 
and more importantly, the need for longer term Interfund loan(s).  Such best practice policies can also 
identify defined and limited triggers to be met before a long-term Interfund loan will be considered. Yet, the 
policy can also recognize that Interfund loans may, in certain circumstances, if properly applied, provide the 
agency with necessary flexibility to achieve desired results and save rate payers money.  

Discuss Reallocation of Investment Income between Water and Sewer Service- Propose/Recommend 
Reallocation Plan to the Board 
 

Director Johnson requested that the Investment Income Allocation be done on a quarterly basis. 

Discussion Regarding District Investment Policy  

Director Johnson stated that California’s Water Code at Section 31303 and Government Code at Section 

53600 et seq. govern the investment of public agency funds. The Government Code generally restricts 

investment vehicles utilized by public agencies to those types of investment vehicles specifically authorized 

by the code.  
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Director Johnson distributed Local Agency Investment Guidelines Table of Contents as a reference for the 

Committee as to what is contained in the complete document. Director Johnson suggested that the revisions 

to the District’s current Investment Policy continue through the Finance Committee and then presented to the 

full Board for review and approval. 


