
 MEMORANDUM         
 

   
   
 

TO: SLDMWA Finance & Administration Committee 

FROM: Federico Barajas 

DATE: October 10, 2019 

RE: Employee Benefit - 480 Hour Vacation Accrual Cap 

   

BACKGROUND   
 
The Water Authority’s current vacation policy is included in the Employee Handbook adopted 
unanimously by the Board of Directors in February 2019.  In relevant part, it provides: 
 

Vacation hours will accrue throughout the fiscal year, however the maximum 
amount of vacation hours that a Non-exempt employee may carryover at the end 
of the fiscal year is limited to 480 hours. Any hours in excess of 480 must be taken 
before the end of the fiscal year, or employees may donate excess hours to the 
catastrophic leave bank. An employee may carryover more than 480 hours only 
when prior written approval from Executive Management has been granted. 

 
Previously, the policy read: “Vacation time is earned and approved monthly, and may be 
accumulated up to a maximum of 480 hours (60 days) with specific approval by management.”  
The vacation cap of 480 hours was included in the original employee benefit package approved 
by the Board Resolution No. 1993-66 when the original Employee Handbook was approved. 
 
The organizing principle of the Water Authority was to form an organization to take over the 
O&M of the Delta-Mendota Canal and related facilities in order to reduce the water users’ costs.  
It was believed that O&M could be done more efficiently and with fewer employees than the 
government.  To that end, over 27 years the Water Authority and its employees have consistently 
performed to that goal with the end result of an extra lean workforce.  As a result, many career 
employees have deferred vacations because of major projects or general O&M work needed 
which was critical to successful operations.  Because of the loyalty and dedication to the 
immediate tasks at hand, a number of employees that have deferred vacations are now at or 
approaching the 480 hour cap. 
 
The Water Authority does not offer retiree health benefits, but has a Retirement Health Savings 
Plan that allows employees to roll vacation hours into the Health Savings Plan. The 480 hour cap 
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provides employees near retirement age an incentive for saving vacation hours and rolling them 
into the Plan.   

 
During open session of the September 2019 Water Authority Board of Directors meeting, a Board 
member suggested that the Water Authority’s vacation cap of 480 hours should be evaluated for 
potential revision downward.  This memorandum provides context and background regarding 
the Water Authority’s vacation policy for discussion purposes. 
 

ISSUE FOR DISCUSSION 
 
Whether the Water Authority should consider changes to the existing vacation policy. 
  

ANALYSIS 
 
There are a number of considerations relevant to potential revisions to the vacation policy.  These 
considerations include, but are not limited to, the following: 
 

1. Employee Attraction and Retention 
 
Having the ability to bank 480 hours has been a major component of the Water Authority benefits 
package from its inception and has significant meaning to the employees.  It is a valuable 
retention tool in the absence of the more common public entity benefits, such as PERS and 
Retiree Health Benefits.   
 
In a benefit survey of other water agencies, the maximum vacation accrual cap ranges greatly, 
with a low of 120 hours and a high of 560 hours.  Some agencies have a range of accrual caps 
depending on years of service (e.g. at year one, 120 hour cap, and at year 20+, 300 hour cap), 
some agencies have a single accrual cap for all employees (e.g. 180 hours, 240 hours, 480 hours), 
and other agencies tie vacation accrual to annual entitlements (e.g. equal to two or three times 
the annual accrual).  The mean of the maximum vacation accrual caps included in the benefit 
survey is 300 hours; the average is approximately 310 hours. 
 

2. Retirement Planning 
 
The ability to accrue unused vacation to roll into the Water Authority’s Retirement Health Savings 
Plan has given employees assistance in effectively planning for their retirement with 
supplemental funding for health insurance.  This is particularly critical for those who are 
physically unable to continue working to full social security retirement age, though funding 
retirement health insurance is a major concern for all. 
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3. Unfunded Liability  

 
Based on current information, thirteen employees have accrued more than 400 vacation hours.  
Although these employees have the opportunity to use their vacation hours, or donate those 
hours to the catastrophic leave bank, there is the potential for liability upon retirement. 
 


