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RESERVE FUND POLICY  

(Adopted December 8, 2015) 
 

I. Purpose 
 
The Reserve Fund has been established for two purposes:  (1) to provide a source of funding 
for daily operations of the D.C. Bar Foundation (DCBF) in the event of unplanned 
decreases in revenue and/or unbudgeted increases in expenses, and (2) to sustain grant 
funding for the DCBF-funded civil legal aid program grantees and loans for the Loan 
Repayment Assistance Program (LRAP) in the event of an unexpected decline in IOLTA 
or other revenues.  The overall objective of maintaining reserves is to ensure the stability 
of the mission, programs and ongoing operations of DCBF if unexpected financial 
challenges arise. This Reserve Policy provides guidance to the Board of Directors, the 
Finance Committee and DCBF staff concerning the use of the Reserve Fund. 
 

II. Components 
 
The Reserve Fund shall consist of (1) an Operating Reserve and (2) a DCBF Grants & 
LRAP Program Reserve, each to be determined by the Board pursuant to this policy.  Each 
component of the Reserve Fund shall be identified on DCBF’s financial statements as 
Board-designated reserves. 
 

III. Funding  
 
At least ten percent (10%) of each month’s IOLTA income shall be allocated to the Reserve 
Fund, initially by designation for the Operating Reserve until the reserve target described 
below is achieved, and then for the Grants & LRAP Program Reserve until the maximum 
described below is achieved.  Additionally, any unrestricted net assets remaining after the 
close of a fiscal year may be designated by the Board for the Reserve Fund.  It is anticipated 
that DCBF shall continue to fund the Reserve Fund even in years when IOLTA revenues 
are decreasing.  The Board may determine to suspend contributions to the Reserve Fund, 
based on revenue projections and other relevant budgetary factors.  If IOLTA contributions 
to the Reserve Fund are suspended, the Finance Committee shall, not less than annually, 
recommend to the Board and the Board shall determine, whether to continue such 
suspension. The Board may direct that other unrestricted sources of revenue, including 
grants, special appeals or bequests, be used to increase the Reserve Fund. 
 

IV. Operating 
 
The Operating Reserve is intended to fund DCBF’s operating expenses in the event of 
unplanned decreases in revenue and/or unbudgeted increases in expenses.  It is DCBF’s 
intention to address revenue decreases first by examining expenses to make appropriate 
reductions or adjustments.  
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a. Operating Reserve Target 
 
Except as otherwise provided for in this policy, DCBF shall maintain an Operating 
Reserve Target equal to 6 months of operating expenses.  For purposes of this 
policy, the term “operating expenses” refers to the budgeted expenses of the 
Foundation, less all budgeted grant and loan award expenses. The Target shall be 
reviewed by the Finance Committee during the budget cycle preceding a new fiscal 
year. Foundation staff shall calculate the Operating Reserve Target based on the 
proposed fiscal year budget and shall provide the calculation to the Finance 
Committee, which shall recommend to the Board whether projected revenues and 
expenses indicate that the balance for the Operating Reserve should be set for the 
fiscal year at, below or above the Target.  
  

b. Operating Reserve Draw-Down 
 
An Operating Reserve draw-down shall be made only with the approval of the 
Board, after consultation with the Finance Committee.  It shall be the goal of DCBF 
not to draw down more than 50% of the Operating Reserve in any fiscal year. 
 

The following are non-binding guidelines for a determination by the Board of Directors to 
draw down Operating Reserves: a substantial and unbudgeted decline in IOLTA or other 
revenues; unforeseen circumstances that have made funds for budgeted Foundation 
operating expenses temporarily unavailable; a significant unbudgeted expense for the 
Foundation that cannot be deferred or funded from either an alternative source or from 
expected fiscal year revenues; or other unforeseen circumstances.  
  
A recommendation by the Finance Committee to the Board regarding drawing down the 
Operating Reserve shall include an analysis of the remaining Operating Reserve after the 
draw-down and the likelihood that the draw-down will be made up by later fiscal year 
Operating Reserve contributions; a summary of year-to-date financial performance for 
DCBF and review of the possibility of other Operating Reserve draw-downs during the 
fiscal year; and recommendations by the Committee for any expense reductions, revenue 
increases (including a change in the percentage of IOLTA revenues designated for reserve 
funding), or other steps that may restore funding of the Operating Reserve. 
 
If there is a draw-down of the Operating Reserve below the Target, the funds allocated 
from monthly IOLTA revenue for Reserve Fund purposes shall first be designated for the 
Operating Reserve, until the Operating Reserve Target has been satisfied.  Thereafter, 
additional monthly IOLTA revenue allocated for the Reserve Fund will be designated for 
the DCBF Grants & LRAP Program Reserve unless the maximum for that reserve 
(described below) has been met.  If the Board has suspended the allocation of 10% of 
IOLTA revenue for Reserve Fund purposes, the Board may designate other unrestricted 
revenue for Reserve Fund purposes during the fiscal year, consistent with other DCBF 
budget priorities.   
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VII. DCBF Grants & LRAP 
 
The DCBF Grants & LRAP Reserve is intended to minimize the impact of revenue changes 
on privately funded grantees and LRAP participants, particularly the changes resulting 
from fluctuations in annual IOLTA revenue.  DCBF sets a DCBF Grants & LRAP Reserve 
Maximum, which represents the highest amount that the Board has determined should be 
reserved, such that additional net revenue should be used for grants or other permissible 
purposes.  
    

a. DCBF Grants & LRAP Reserve Calculation 
 
The DCBF Grants & LRAP Reserve Maximum shall be the sum of the following 
elements: 
 

i. An amount equal to the one-year average of all DCBF non-public grants 
awarded during the prior two years and budgeted in the current year; plus 
  

ii. An amount equal to the one year average of DCBF non-public LRAP loans 
awarded during the prior two years and budgeted in the current year. 

 
 

The Foundation staff shall calculate the DCBF Grants & LRAP Reserve Maximum 
during the budget cycle preceding a new fiscal year and shall provide the 
calculation to the Finance Committee and the Board.  In conjunction with preparing 
the Foundation’s budget for each fiscal year, the Finance Committee and the DCBF 
staff will review the financial condition of the Foundation, the existing DCBF 
Grants & LRAP Reserve balance, and the proposed budget for the coming fiscal 
year, and recommend to the Board the balance of the Grants & LRAP Reserve for 
the coming fiscal year, up to the Maximum.  
 

b. DCBF Grants & LRAP Reserve Draw Down  
 
The Foundation will not distribute any of the Grants & LRAP Reserve except when 
the Board of Directors, after consultation with the Finance Committee, determines 
that appropriate circumstances exist.  The following are nonbinding guidelines for 
such determination by the Board of Directors: a substantial, unbudgeted decline in 
IOLTA or contribution revenues; a temporary disruption or delay in the availability 
of budgeted revenues for grants or awards; an increase in the financial needs of one 
or more eligible legal service providers that is not due to poor budgeting or financial 
management practices of the provider; a project or program proposed by one or 
more eligible service providers that, in the judgment of the Board, is particularly 
meritorious and justifies the use of reserve funds; an unanticipated increase in the 
number of eligible LRAP recipients; a change in circumstances for an LRAP 
recipient that increases the grant amount for which the recipient becomes eligible;  
or other circumstances in which, in the Board’s judgment, the use of reserve funds 
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for grant or LRAP awards will advance DCBF’s mission to a greater degree than 
maintaining the existing reserve fund level. 
 
A recommendation by the Finance Committee to the Board regarding drawing 
down the Grants & LRAP Reserve shall include an analysis of the remaining Grants 
& LRAP Reserve after the draw-down and the likelihood that the draw-down will 
be made up by later fiscal year reserve contributions; a summary of year-to-date 
financial performance for DCBF and review of the possibility of other Grants & 
LRAP Reserve draw-downs during the fiscal year; and recommendations by the 
Committee for any expense reductions, revenue increases, or other steps that may 
restore funding of the Grants & LRAP Reserve. 
 
It shall be the goal of DCBF not to draw down more than 50% of the balance of the 
Grants & LRAP Reserve in any fiscal year.   


