Severn Sound Environmental Association
Policy/Procedure

Policy Name: Reserve Policy

Effective Date: Revision/Review Date: Policy Number:
October 2" 2020 June 27, 2023 (approved
July 20" 2023)

Corporate Policy (Approved by SSEA Board) [x]
Administrative Policy (Approved by ED) 1]

Motion #: 2020-91; Motion #:

# 023-042 (Moved by: D. Alexander
Seconded by: S. Marchand)

Related Documents/Legislation: Staff Report 38-20-SSEA, Staff Report 29-23-
SSEA - SSEA




POLICY STATEMENT:

Reserve funds may be established for liabilities of the Severn Sound Environmental Association
(SSEA) which are incurred but not payable until later/future years. Prudent use of reserves
mitigates significant fluctuations in operations and assists in stabilizing the impact of
unanticipated occurrences. Annual contributions to reserves provide a fair and equitable
approach to funding the future costs, replacement of capital assets and general needs and
reduce future liabilities.

1. Purpose:

The purpose of this Reserve Policy is to establish specific reserves to provide for emergent
financial needs, funds for replacement of equipment, future expenditures, future projects and
to manage the costs of the association.

This Policy will support decisions relating to budget.

This Policy helps to ensure that SSEA’s cash resources are optimized, and sufficient liquidity is
maintained to meet the ongoing financial requirements of the Association.

This Policy supports the effective use and management of reserves in accordance with the
Ontario Municipal Act (2001).

2. Definitions:
“SSEA” — Severn Sound Environmental Association.
“The Board” — means the Severn Sound Environmental Association Board of Directors.
“The Association” - means the Severn Sound Environmental Association

“Capital Asset” - Tangible capital assets, as stated in the “Guide to Accounting for and
Reporting Tangible Capital Assets,” published by the Public Sector Accounting Board (PSAB),
are non-financial assets having physical substance that:

a) Are held for use in the production or supply of services, for administrative
purposes or for the development, construction, maintenance or repair of other
tangible capital assets;

b) Have useful economic lives extending beyond an accounting period;

c) Are used on a continuing basis; and

d) Are not for resale in the ordinary course of operations. (PS 3150.05)

“Budget” - The annual plan for the purchase and financing of SSEA.

“Expenditures” - Shall mean the payment of monies by the SSEA in consideration of the
acquisition of goods and/or services.



“Reserve” - Is an appropriation of net revenue with no reference to any specific asset and
does not require any physical segregation of money or assets (i.e. separate bank account).

RESERVES

Contingency Reserve — Is contributed to on an annual basis to provide funding assistance for
projects/activities where there are funding gaps, thus allowing projects to be completed that
otherwise would have been deferred due to budget constraints, unexpected or unpredicted
events, or extraordinary expenditures. This would include use for strategic plan renewal every
5 years. Funds allocated to projects/costs not completed in a given year can be contributed to
this reserve for payment in the future. Typically, surplus funds at year end would be
contributed to this reserve.

Employee Benefits Reserve — |s contributed to as surplus funds become available related to
employee benefits and as determined by the Board. This reserve is to offset employee benefit
liabilities such as vacation payable, etc. and may be used to fund the payout of such
expenses.

Capital Asset Reserve — Is contributed to on an annual basis to provide funds for future capital
expenditures. Ideally, annual contributions will be consistent with the annual amortization to
cover the replacement of capital assets in the future.

Well-decommissioning Reserve — Is contributed to on an annual basis to provide funds for
decommissioning the wells that are the responsibility of SSEA, based on the life expectancy of
the wells and the costs to decommission same at the end of their useful life (as required by
Regulation 903 under the Ontario Water Resources Act R.R.O. 1990 (the Wells Regulation).

RESERVES PROCEDURES AND CONTROLS

1. All proposals to establish or create a new reserve in any year, will be approved by the
Board, typically contained in the budget estimates as part of the budget process.

2. All contributions to and/or withdrawals from reserves will be approved by the Board,
normally as part of the budget approval process, or specifically by resolution or in
conjunction with the adoption of a report to the Board.

3. All contributions to and withdrawals from reserves will be clearly identified and
segregated in the accounting system.

4. Money in a reserve shall be spent only for the approved purpose(s) of the reserve,
unless otherwise approved by the Board.

5. Transfers between reserves will require Board approval.



6. A summary will be provided to the Board each year setting out a Statement of
Continuity showing the beginning balance, transfers to/from each reserve and the
projected year-end balance.

Reserve Transfers

Annual transfers to reserves are calculated during the budget process and are based on the
expected purpose of the reserve (e.g. replacement cost and life cycle of the assets they are
used to replace).

Changes to annual transfer amounts may occur as, for example, the costs of capital assets

change, or as determined by the cost of the expenditures required to accomplish the purpose
of the reserve (e.g. Strategic Plan Reserve).

Closing Reserves

If the purpose for which the reserve was created has been accomplished or the reserve is
deemed to be no longer necessary, the Board may decide on the following:

a) The closure of the reserve
b) The disposition of any remaining funds
c) The necessary amendment to the Reserve Policy

A resolution of the Board will be required to close a reserve.



