[LIBRARY NAME]
Reserve Fund Policy
Purpose
The Board of Trustees of [LIBRARY NAME] adopts this Reserve Fund Policy to ensure responsible fiscal stewardship of public and donated funds. This policy establishes clear standards for the creation, funding, management, and oversight of reserve funds.
Reserve funds exist to:
· Plan for future capital and infrastructure needs.
· Manage long-term liabilities.
· Stabilize financial operations.
· Protect the library against financial risk.
· Support long-range strategic and facilities planning.
Reserve funds shall not function as informal savings accounts or as a mechanism to accumulate funds without a defined purpose.
[POLICY NOTE: Insert the legal status of the library, such as association library, municipal public library, school district public library, or special legislative district library. Libraries establish reserve funds by Board resolution under General Municipal Law Article 2.]
Definitions
· Operating (General) Fund: The fund used for routine annual operations.
· Statutory Reserve Fund: A reserve established pursuant to General Municipal Law for a defined purpose.
· Committed Fund Balance: Funds designated by Board resolution for a specific purpose but not legally restricted.
· Unassigned Fund Balance: Surplus funds available for appropriation.
Establishment of Reserve Funds
Reserve funds shall be established by formal resolution of the Board of Trustees at an open meeting.
Each establishing resolution shall state:
· The name of the reserve.
· The statutory authority.
· The purpose of the reserve.
· The source of funding.
· Conditions governing expenditures.
Funding of Reserve Funds
Reserve funds may be funded through:
· Budgetary appropriations.
· Transfers from unassigned fund balance.
· Surplus funds not otherwise restricted by law.
· Proceeds legally authorized for reserve deposit.
The Board shall:
· Disclose reserve funding in the annual budget.
· Avoid overestimating expenditures to create artificial surplus.
· Maintain reserve levels that demonstrate a rational relationship to their intended purpose.
There is no statutory percentage cap on library reserve balances. However, the Board recognizes that excessive accumulation without defined purpose may draw audit scrutiny.
Use and Expenditure of Reserve Funds
· Expenditures require formal Board approval.
· Funds must be used strictly for their legally authorized purpose.
· Capital reserves shall not be used for routine maintenance or operating expenses.
· Reserve withdrawals must be recorded in the official minutes.
Investment and Accounting
Reserve funds shall be invested in accordance with the library’s Investment Policy and applicable law.
· Interest earned shall accrue to the respective reserve.
· Separate accounting records shall be maintained for each reserve.
· Each reserve shall show deposits, earnings, withdrawals, and balance.
Reserve balances shall be reported in:
· The annual financial statements.
· The Annual Financial Report filed with the Office of the State Comptroller.
· The independent audit report, if applicable.
Annual Review
At the Board’s annual organizational meeting, the Board shall review all reserve funds as part of the annual financial oversight process.
The review shall evaluate:
· Continued necessity of each reserve.
· Alignment with strategic and facilities planning.
· Project timelines and cost estimates.
· Adequacy and reasonableness of funding levels.
· Compliance with applicable law.
If a reserve is no longer necessary, the Board shall take appropriate action to reallocate or discontinue the fund in accordance with law.
Alignment with Long-Range Planning
Capital and repair reserves shall be supported by a Board-approved facilities or long-range capital plan.
Employee liability reserves shall be supported by documented liability calculations or actuarial estimates where applicable.
Risk Management Considerations
The Board recognizes the importance of maintaining sufficient financial reserves to mitigate risk, including:
· Legal defense and indemnification exposure.
· Retirement contribution volatility.
· Accrued leave payouts.
· Insurance deductibles or uncovered losses.
Reserve levels shall reflect documented exposure and realistic cost projections.
Current Reserve Funds
The following reserve funds are currently authorized by the Board. 
[POLICY NOTE: Libraries using this template may add or remove funds as appropriate.]
· Capital Reserve Fund: Established to finance the construction, reconstruction, or acquisition of capital improvements or major equipment.
· Repair Reserve Fund: Established to finance major, nonrecurring repairs to capital assets.
· Retirement Contribution Reserve Fund: Established to fund employer retirement system contributions and reduce volatility in annual retirement expenses.
· Employee Benefit Accrued Liability Reserve Fund: Established to pay accrued leave and related employee separation costs.
· Workers’ Compensation Reserve Fund: Established to fund workers’ compensation claims and related expenses, if applicable.
· Unemployment Insurance Reserve Fund: Established to reimburse the State for unemployment claims, if applicable.
· Insurance Reserve Fund: Established to fund certain uninsured losses, claims, or judgments consistent with statute.
· Tax Certiorari Reserve Fund: Established, if applicable, to pay property tax assessment challenge judgments.
Additional reserve funds may be established by Board resolution as authorized by law.
Policy Review
This policy shall be reviewed at least every five years in accordance with New York State Public Library Minimum Standards, or sooner if changes in law or guidance require revision.
Approved by [LIBRARY NAME] Board of Trustees on [DATE]


Sample Motions (NOT PART OF POLICY)
Adoption of the Reserve Fund Policy
MOTION 01: [NAME] moved to adopt the Reserve Fund Policy as presented. [NAME] seconded, and the motion passed unanimously.
Establishment of a Capital Reserve Fund
MOTION 02: [NAME] moved to establish a Capital Reserve Fund pursuant to applicable provisions of the General Municipal Law for the purpose of financing future capital improvements and major equipment purchases. [NAME] seconded, and the motion passed unanimously.
Establishment of a Repair Reserve Fund
MOTION 03: [NAME] moved to establish a Repair Reserve Fund for the purpose of funding major, nonrecurring repairs to capital assets. [NAME] seconded, and the motion passed unanimously.
Establishment of a Retirement Contribution Reserve Fund
MOTION 04: [NAME] moved to establish a Retirement Contribution Reserve Fund to finance employer retirement system contributions and stabilize future retirement costs. [NAME] seconded, and the motion passed unanimously.
Establishment of an Employee Benefit Accrued Liability Reserve Fund
MOTION 05: [NAME] moved to establish an Employee Benefit Accrued Liability Reserve Fund to provide for the payment of accrued leave and related separation costs as authorized by law. [NAME] seconded, and the motion passed unanimously.
Funding a Reserve from Unassigned Fund Balance
MOTION 06: [NAME] moved to transfer $[AMOUNT] from unassigned fund balance into the [NAME OF RESERVE] Reserve Fund. [NAME] seconded, and the motion passed unanimously.
Appropriation from a Reserve Fund
MOTION 07: [NAME] moved to appropriate $[AMOUNT] from the [NAME OF RESERVE] Reserve Fund for the purpose of [STATE SPECIFIC PURPOSE CONSISTENT WITH THE RESERVE]. [NAME] seconded, and the motion passed unanimously.
Annual Review of Reserve Funds
MOTION 08: [NAME] moved to acknowledge that the Board has completed its annual review of all reserve funds in accordance with the Reserve Fund Policy. [NAME] seconded, and the motion passed unanimously.
Discontinuation of a Reserve Fund
MOTION 09: [NAME] moved to discontinue the [NAME OF RESERVE] Reserve Fund and transfer the remaining balance to [DESTINATION FUND], consistent with applicable law. [NAME] seconded, and the motion passed unanimously.
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