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PURPOSE: 
The purpose of this Policy is to set guidelines for the processes for funding, utilizing, and 
managing the Rate Stabilization Fund (RSF) as a source of liquidity to manage financial and 
operational risk. 
 
POLICY OBJECTIVES: 
The establishment of the RSF will allow Ava to defer revenue in years when fiscal results are 
strong and to apply deferred revenue in years when financial results are negatively impacted by 
uncontrollable events. The RSF will provide Ava with a mechanism to protect customers from 
risks related to energy market volatility, extreme events, and regulatory changes, as well as 
maintain financial covenants, achieve annual budget objectives, and other such fiscal matters.  
 
FUNDING MECHANISM: 
Funding the RSF is accounted for under Governmental Accounting Standards Board (GASB) rules 
which codify and standardize the accounting management of revenue recognition for public 
agencies. Deferrals of revenue as a transfer to the RSF reduces net revenue recognized on 
budget statements, and net position in that period of deferral, by the same amount.  
 
The Board of Directors (the “Board”) has authorized the Chief Executive Officer (CEO) and the 
Treasurer, or their designee, to defer revenue to the RSF from time to time such amount as may 
be determined as appropriate from any source designated as surplus in accordance with the 
budget previously approved by the Board, as established by resolution R-2020-26.  
 
UTILIZATION MECHANISM: 
Recognition of contributions to the RSF is also governed by GASB rules. Recognition of revenues 
as a transfer from the RSF increases net revenues recognized on budget statements, and net 
position in that period of recognition, by the same amount.  
 
The Board has authorized the CEO and the Treasurer, or their designee, to utilize deferred 
revenues from the RSF from time to time in such amounts as necessary to stabilize rates, satisfy 
financial covenants, achieve budget objectives, and to implement direction provided by the 
Board.   
 
REPORTING: 
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The RSF balance is recorded on Ava’s Statement of Net Position. Transfers to and from the RSF 
are recorded in the Statements of Revenues, Expenses, and Changes in Net Position. Both 
statements are presented quarterly, and audited annually, in Ava’s financial statements.  
 
TARGET FUND BALANCE: 
The RSF balance target is 20% of operating expenses.  
 
RSF HOLDINGS AND INVESTMENTS: 
RSF balances are not required to be held in a separate account and may be commingled with 
other funds held by Ava for investment purposes but will be accounted for and reported 
separately. All Ava fund balances, including the RSF, are subject to Ava’s Board-approved and 
State Government Code compliant investment policy.  
 
 


