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TO: Chair and Members of the Formation Commission

FROM: Kate McKenna, AICP, Executive Officer

SUBJECT: BUDGET RESERVE POLICIES AND FUNDING

SUMMARY OF RECOMMENDATIONS:
The Budget and Finance Committee recommends the following actions:
1. Increase the funding target in the adopted Litigation Reserve Policy to $300,000; and

2. Authorize the following year-end balance sheet journal entries for Fiscal Year 2010-
2011:

a. Transfer 5110,000 from Account No. 3850 (Unreserved Fund) to Account No. 7295
{Contingency Reserve};
. Reduce the balance in Account No. 3850 (Unreserved Fund) to $100,000, and
c. Transfer the remaining difference from Account No. 3850 (Unreserved Fund) to
Account No. 7290 (Litigation Reserve).

EXECUTIVE OFFICER’S REPORT:

On June 20, the Budget and Finance Committee reviewed the adopted policies and funding
status of the Contingency Reserve and Litigation Reserve. The Committee also reviewed the
estimated year-end available funds in the Unreserved Fund balance.

After significant discussion, and in consultation with Mr. Mike Briley of Hayashi & Wayland and
the Executive Officer, the Committee unanimously recommended several policy and funding
actions. The proposed actions are prudent and reasonable in light of LAFCQO’s fiscal duties,
history and risk exposure.



First, the Committee recommends increasing the funding goal in the Litigation Reserve policy
from $120,000 (current) to $300,000 {proposed). Second, the Committee recommends
allocating most of the estimated year-end Unreserved Fund Balance to the Contingency
Reserve and the Litigation Reserve, to bring those reserves much closer to their target funding
levels, The Committee does not recommend any changes to the funding goal for the
Contingency Reserve (25 percent of the total budget).

Fiscal Impact

The proposed policy and funding actions will not impact adopted budgets, and will more
effectively allocate resources to ensure the ability of LAFCO to carry out its responsibilities.

Alternatives
In lieu of the recommended actions, the Commission may modify actions or take no action.

Respectfully Submitted,

He s

Kate McKenna, AICP
Executive Officer

cc: Mr. Mike Briley, Hayashi & Wayland



