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PURPOSE:

The Board of Directors of the Soledad Community Health Care District (SCHCD) is committed to
maintaining strong fiscal stewardship and long-term financial stability. The purpose of this policy is to
ensure that the District maintains sufficient financial reserves to meet its operating, capital, and debt
service obligations, and to strategically position the District to expand and enhance health care services
for the benefit of current and future residents within the District’s service area.

This policy establishes a framework for the creation, maintenance, and management of District
reserves in accordance with legal requirements and recognized best practices for California health care
special districts.

Policy

SCHCD shall maintain reserve funds to support prudent financial planning, address planned and
unforeseen needs, protect the District against financial risk, and ensure the long-term sustainability of
its health care operations, including its clinic services, skilled nursing facility, women’s health services,
and future service expansion initiatives.

The District shall manage reserves in a manner that supports operational stability, capital planning,
compliance with debt obligations, and the delivery of high-quality health care services.

Procedure
1. Operating Reserve

The Operating Reserve is intended to provide working capital and protect the District against revenue
fluctuations, delays in reimbursement, and unforeseen operating costs.

The District’s goal is to maintain an Operating Reserve equal to two (2) months of average operating
expenses, excluding depreciation. This reserve serves as a financial bridge between the timing of
expenses and the collection of revenues.

2. Board-Restricted Funds

Board-restricted funds are designated by formal action of the Board of Directors to support strategic
objectives, long-term planning, and prudent fiscal management. The Board retains full authority to
modify, transfer, or rescind these designations by subsequent Board action.

3. Unrestricted Reserves

Unrestricted Reserves represent the remaining cash balance not formally designated by the Board of
Directors. These funds provide additional financial flexibility and may be assigned to future purposes by
Board action as needed.
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