
RESOLUTION NO. 2025-23 

A RESOLUTION OF THE BOARD OF DIRECTORS OF 

SAN DIEGO COMMUNITY POWER, ADOPTING A REVISED FINANCIAL 

RESERVES POLICY.  

WHEREAS, San Diego Community Power (Community Power) is a joint powers authority 
formed pursuant to the Joint Exercise of Powers Act, Cal. Gov. Code § 6500 et seq., California Public 
Utilities Code § 366.2, and a Joint Powers Agreement effective on October 1, 2019, and amended 
on December 16, 2021, (“JPA Agreement”); and 

WHEREAS, on June 24, 2021, the Board of Directors (the “Board”) approved a Financial 
Reserves Policy to provide a policy framework for accumulating and maintaining reserves as part 
of Community Power’s annual budget and rate setting processes, and was subsequently amended 
on February 22, 2022 and on June 27, 2024 to provide for and then to increase the financial 
reserve goal, and most recently amended on October 23, 2025 to make certain definitional 
changes; and 

WHEREAS, the Board finds it necessary and prudent to continue to ensure long-term 
financial stability of Community Power by maintaining adequate financial reserves; and 

WHEREAS, this fourth revision to the Financial Reserves Policy establishes specific 
threshold levels for reserve accumulation and introduces a risk-based analysis framework to 
ensure that reserve targets are aligned with the financial risks and operational needs of 
Community Power, thereby strengthening the organization’s ability to proactively respond to 
volatile energy markets and to maintain long-term financial stability. 

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of San Diego Community Power 
as follows:  

Section 1. The Board of Directors hereby approves and adopts a fourth revision to the 
Reserves Policy, as provided in Exhibit A, attached hereto and incorporated herein.  

Section 2. If any provision of this resolution, the attached policy, or the application 
thereof to any person or circumstance is held invalid, such invalidity shall not affect other 
provisions or applications of the resolution or policy which can be given effect without the 
invalid provision or application, and to this end the provisions of this resolution and the policy are 
severable. The Board of Directors hereby declares that it would have adopted this resolution and 
the attached policy irrespective of the invalidity of any particular portion thereof.  

Section 3. This resolution shall take effect immediately upon its adoption. 
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PASSED,  A P P R O V E D  AND ADOPTED at a r e g u l a r  meeting of the Board of 
Directors of San Diego Community Power held on December 11, 2025, by the following vote: 

 
 

AYES:  CHAIR LAWSON-REMER, VICE CHAIR YAMANE, DIRECTORS INZUNZA, 

FISHER, SAN ANTONIO AND SUZUKI 
NOES:   

ABSTAIN:  
ABSENT:  DIRECTOR ELO-RIVERA  

 

 

__________________________________ 
Terra Lawson-Remer, Chair 
Board of Directors 
San Diego Community Power 
 

 
ATTEST:      APPROVED AS TO FORM: 
 
 
 
__________________________________ _______________________________ 
Maricela Hernandez, MMC, CPMC                   Veera Tyagi, General Counsel  
Secretary/Clerk of Board of Directors   San Diego Community Power  
San Diego Community Power   
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POLICY 
FINANCIAL 
RESERVES  

ORIGINAL ADOPTION 
DATE: 

JUNE 24, 2021 

APPROVAL 
DATE 

DECEMBER 11, 2025 RESOLUTION NO.  2025-23 

 
PURPOSE AND SCOPE 

 

San Diego Community Power (“Community Power” or “agency”) will maintain Financial Reserves 
(Reserves) as described in this policy.   
 
 
DEFINITIONS 

• Days cash on hand: Unrestricted cash, cash equivalents, and investments 
unencumbered by legal agreements and not earmarked for specific purposes x 365 / 
(budgeted operating expenses for the current fiscal year) 
 

• Reserves: Unrestricted cash, cash equivalents, and investments unencumbered by 
legal agreements and not earmarked for specific purposes. Any Reserves that are 
designated by the Board of Directors as Rate Stabilization Reserves are included in the 
total Reserves calculation and reserve thresholds. 

 
• Reserve Event: An occurrence that necessitates the use of Reserves to preserve 

Community Power’s financial stability or to address risk factors. Reserve Events may 
include, but are not limited to: 

 
• Volatility in energy costs, market price benchmarks, and energy sales 

(load) 
• An increase in uncollectable customer accounts due to an unforeseen 

event 
• Need to stabilize customer rates 
• Ensuring sufficient working capital, including funding for strategic 

capital projects 
• Covering unanticipated expenditures 

 
• Rate Stabilization Reserves: A type of reserve intended to provide budget 

stabilization for the organization while mitigating financial impacts and cost of energy 
to customers due to cyclical cost of energy fluctuations. It is intended to reduce rate 
shocks while maintaining compliance with financial covenants.  
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POLICY 
A. Reserves Balance Thresholds 
 
Community Power’s Reserves policy establishes three key thresholds: 

 
Minimum Reserve Balance: Community Power will strive to ensure a minimum reserve 
balance sufficient to cover at least 180 days cash on hand. This minimum level provides the 
agency with the ability to meet essential obligations and maintain financial stability. 

 
Target Reserve Balance: Community Power will strive to maintain a target reserve balance 
sufficient to cover at least 225 days cash on hand. The Target Reserve Balance provides 
sufficient reserves for typical fluctuations in market volatility. This target level ensures the 
agency’s ability to absorb unexpected cost increases or revenue shortfalls without immediate 
negative impacts on operations, credit rating, or customer rates. 

 
Maximum Reserve Balance: Community Power will strive to build reserves sufficient to cover 
no more than 270 days cash on hand, unless specifically authorized by the Board. The 
Maximum Reserve Balance provides sufficient reserves for significant fluctuations in market 
volatility or unforeseen circumstances.  

 
B. Purpose and Intent of Reserves Balance Thresholds: 

 
The Board shall determine the contribution to Reserves at least annually, with the goal of 
maintaining balances between the Target Reserve Balance and Maximum Reserve Balance. 
However, to the extent fiscal year end reserves fall between the Minimum and Maximum 
Reserve Balances, no immediate Board action is required. 
  
If Reserves are below the Minimum Reserve Balance: 
The Board should ensure that Reserves do not drop below the Minimum Reserve Balance 
unless determined by the Board to be necessary to address a Reserve Event. The Minimum 
Reserves Balance is essential to maintain operational requirements and credit worthiness by 
providing reserves sufficient to meet basic threats of risk. 

 
Should Community Power’s Reserves fall below the Minimum Reserve Balance, a plan to 
restore Reserves to the Minimum Reserve Balance shall be included in subsequent budget 
and rate discussions to return to the Minimum Reserve Balance as soon as practicable. 

 
If Reserves are above the Maximum Reserve Balance: 
If Fiscal Year End Reserves are above the Maximum Reserve Balance, the Board may evaluate 
opportunities for strategic investments, programmatic reserves, or other purposes as 
authorized by the Board. 
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C. Permissible Use of Reserves: 
 

• The Board may authorize the use of Reserves for any Reserve Event. 
 

• The Board may authorize the use of Reserves between the Target Reserve Balance 
and Maximum Reserve Balance to be designated as Rate Stabilization Reserves. Rate 
Stabilization Reserves allows Community Power to defer revenues in years of strong 
financial results for use in future years when financial results are weaker or stressed. 
This strategy would enable Community Power to address spikes in energy costs or 
other variable costs through the use of the Rate Stabilization Reserves and mitigating 
or avoiding substantial rate increases for customers.   

 
D. Conditions for Use of Reserves 

 
• Temporary reductions in Reserves for cash flow purposes to even out the expected 

peaks or dips in revenues and expenditures are normal cyclical occurrences to be 
expected during the fiscal year, and do not constitute a use of reserves. Transfers to 
and from Reserves to account for such temporary cash flow fluctuations is within the 
discretion of the Chief Financial Officer. 

 
• The Chief Executive Officer (“CEO”) will have the discretion to authorize the use of 

reserves during the fiscal year up to the lesser of 10% of the year’s total budgeted 
costs, or $100 million, for the following purposes: 
1. Cover increases in power supply expenses due to spikes in costs and/or due to 

higher customer demand; 
2. Meet any margin or collateral posting requirements under energy supply 

contracts; and 
3. Provide resources to meet emergency expenditures. 

 
• Any use of the reserves under the CEO’s authority shall be reported to the Board at the 

next regularly scheduled meeting. 
 

• Any further use of reserves as necessary or desirable, must be recommended by the 
CEO to the Board for approval of such use. 
 

E. Reserve Review and Reporting  
 
Reserves and annual contributions will be reviewed on an annual basis as part of Community 
Power’s budget process. Reserves will also be reviewed at the completion of Community 
Power’s annual audit to reconcile the Reserve balance. The results will be reported to the 
Board as part of the year-end financial report presentation.  
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F. Excess Reserve Distribution 

 
If Fiscal Year End reserves exceed the Maximum Reserve Balance, the Board may authorize 
excess reserve distributions at their discretion, including for the following purposes: 
 

• Strategic Uses: Use excess funds for capital projects, financing programs, paying down 
existing debt, rate reductions, or other strategic purposes. 

 
• Programmatic Reserve: Use excess funds to establish a contingency for programs and 

projects. Specifically, this Reserve could fund unforeseen and unexpected needs such 
as cost overruns, local leveraging or matching for external funds, or other 
programmatic needs as required. 

 
G. Policy Review 
 

Community Power staff will complete a periodic review of this Financial Reserve Policy. 
 
 

PRIOR VERSIONS 

DATE ACTION RESOLUTION NO. POLICY NO. 
06/24/21 ADOPTION N/A 2020-04 

02/24/2022 FIRST REVISION N/A F21_001 

06/27/2024 SECOND REVISION N/A F21_001 
10/23/2025 THIRD REVISION 2025-20 F21_001 

 
RELATED POLICIES 

 

Investment Policy – Resolution No. 2025-08 
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