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Current Guidelines
 Operations Reserves – 180 days of budget Operations & 

Maintenance, excluding commodities
 Debt Service Reserves – As required by loan documents
 Retirement/Reclamation Reserve – Per agreements
 Capital Expenditure Reserve – Annual Depreciation plus 2.5%
 Rate Stabilization Reserve – 10-year historical average cost of the 

commodity times 12 months average projected consumption
 Contingency Reserve – Single largest equipment with potential for 

failure, set by DPU Asset Management Team
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Loan Requirements
 New Mexico Finance Authority requires a Debt Coverage 

Ratio of 1.0
 New Mexico Environment Department requires a Debt 

Coverage Ratio of 1.2
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City of Issaqua, WA
 Population ~ 39,200
 Water, Sewer and Stormwater
 Enterprise Fund Reserve Target Levels

 Capital Plan Reserve - Based on 5-Year CIP
 Debt Coverage Ratio – 1.5 of net revenues to total debt service
 Operating Reserve – 90 days of operating expenses 
 Debt Service – Amount needed to pay current and future debt 

(125% or as bond covenants)
 Emergency Capital Repairs – Amount required to pay for 

unanticipated capital costs
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City of Bainbridge Island, WA
 Population ~ 25,000
 Water, Sewer and Storm and Surface Water
 Enterprise Fund Reserve Target Levels

 Capital Contingency Reserve – 1% of the utility systems’ capital 
assets at net book value – emergency cash for equipment failure

 Operating Reserve (water and sewer) – Minimum of 60 days of 
ongoing operating expenses at year end, provide cash for 
operations in case of seasonal variations in revenue or expenses

 Operating Reserves (storm and surface water)- Minimum of 90 
days of operating expenses, fees are due twice a year

 Restricted Debt Reserve – Amount of debt due
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 Chart #1 – Presented as originally included in budget, no 
changes.

 Chart #2 – Change Operating Reserves from 180 days to 90 
days. Set Capital Expenditure Reserves to 180 days based on 
a 10-year average, following the Government Finance 
Officers Association (GFOA) examples.

 Chart #3 – Same adjustments as Chart #2, and revised Rate 
Stabilization Reserve to 20% of revenue.

The percentages shown represent each reserve as a percentage of annual revenue
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Electric Production
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Electric Distribution
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Gas 
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Water Distribution 
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Water Production 
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Wastewater
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Questions?
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