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Operating Reserve Policy

Statement of Purpose

The Social Venture Partners Boulder County, Inc (SVP Boulder County) Board of Directors shall maintain an operating reserve.  The general purpose of the reserve is to ensure the long-term financial stability of the organization and position it to respond to varying economic conditions and changes affecting the organization’s financial position and the ability of the organization to continuously carry out its mission.

SVP Boulder County shall maintain an Operating Reserve to achieve the following objectives:

· to enable SVP Boulder County to sustain financial operations in the unanticipated event of significant unbudgeted increases in operating expenses and/or losses in funding;

· to promote public and funder confidence in the long-term sustainability of SVP Boulder County by preventing cash flow challenges that can diminish its reputation and force its leadership to make expensive short-term, crisis driven decisions;
· to create an internal line of credit to manage cash flow and maintain financial flexibility; and
· to potentially generate investment income to the operating budget of SVP Boulder County, once the target for funding has been reached.
Operating Reserve Fund Balance

· The target amount of the operating reserve fund shall be five months of normal operating expenses.  This is a minimum amount that should be set aside (or available), and can be amended at any time by a majority vote of the Board of Directors.  
· SVP Boulder County shall budget $5,000 to $10,000 annually to be added to this reserve fund until the goal as defined in this policy has been reached.  At such time as the goal has been reached, this annual budget line item shall be eliminated, thus freeing up funds for SVP Boulder County programming.
· While this money shall be budgeted each year, if in any given year these funds are needed for annual operations in order to balance the budget, this situation shall be communicated at the earliest possible date by the Executive Director of SVP Boulder County, and appropriate Board action shall be taken with regard to reserve contributions that year.

· The Board may designate additional funds beyond this minimum annual payment at any time.
· The total for overall operating reserves shall include the sum of funds from both unrestricted and restricted accounts, including the following:

1) in the SVP Boulder County checking account (unrestricted)
2) in any bank accounts for SVP Boulder County  (unrestricted)
3) in any federal and federally backed securities  (unrestricted)

4) in a restricted reserve account (explained in section 3 below), which may include any investments held by SVP Boulder County (at fair market value)

5) in any SVP Boulder County accounts receivable

6) less any amounts obligated for accrued salary, vacation and payroll taxes

7) less any accounts payable obligated by SVP Boulder County.

Establishment and Use of a Restricted Operating Reserve Fund
· Once the Operating Reserve has accumulated to $20,000, the Executive Director of SVP Boulder County shall establish a separate account, that is a restricted account, for holding intermediate and long-term reserves (those in excess of a prudent amount of unrestricted liquid assets to be held in the checking account, operating accounts, and other liquid assets needed for daily and annual operation of SVP Boulder County, which also are included in the overall calculation of reserves as stated in section 2 above). 
· This account may only be drawn down following a majority vote of the Board of Directors.

· All accounting procedures for handling deposits, reconciling statements and safeguarding access, etc. for this account shall be the same as established for other SVP Boulder County accounts.  It should be noted, that due to the definition of multiple contributors to the operating reserve (section 2 above), the funds kept in this account shall not reflect the actual total that SVP Boulder County has available for the purposes identified in this policy.

· The resources in this account may be invested as per the directions and policies set by the SVP Boulder County Board of Directors, after determining how much could or should be placed in less liquid, and longer-term assets, and after determining the amount of risk that is acceptable for investing such funds.
· Any funds drawn from this account, following a vote by the Board, shall be replenished in the manner described in section 2 above.

Responsibilities for Reporting on the Operating Reserves

· The operating reserve ratio (the amount of total reserves as defined in section 2 of this policy, divided by the amount of annual expenditures) shall be reported to the Board in the first month of the fiscal year.
· At the first month of the fiscal year Board meeting, the Board shall review the current balance of the operating reserve account, as well as the sum of all contributors to the overall operating reserves of SVP Boulder County.

· At the first month of the fiscal year Board meeting, the Board shall review the goal for the operating reserve (section 2 of this policy) and make a motion to confirm or amend the goals and policy related to operating reserves.
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