
New Proposal 

Change the Area 48 Prudent Reserve Amount and Use a Formula 

 

Background 

The 12th Concept, referring to the Conference, says “that sufficient operating funds and 
reserve be its prudent financial principle.”  The pamphlet “The Group Treasurer” says “most 
groups try to hold a certain amount of money in reserve.  There is no predetermined amount 
for such a reserve, but most groups try to put aside enough money to cover at least one to 
three months operating expenses.” 

Area 48’s largest financial outflow occurs in the first quarter of the year.  As the chart below 
indicates, over the past 10 years our First Quarter expenses have run from $14,000 in 2017, 
which was 30% of annual expenses, reaching as high as over $22,000 in 2019, the last full year 
before the Covid-19 pandemic, which represented 44% of the annual expenses.  (See Chart 1) 
This proposal seeks a middle ground between the extremes. 

For the Area, which does not meet every week as a Group does, a prudent reserve would be 
one which gives us the ability to meet our expenses for three consecutive months.  As these 
expenses fluctuate year-to-year, the Finance Committee recommends that our Prudent 
Reserve be based on the average of the actual expenses of the three preceding years.   If the 
average goes down, our prudent reserve will also go down.  If the average goes up, so too 
will our prudent reserve go up and we will not have to cut our approved activities.  Basing 
the prudent reserve on 35% of a three-year average of actual expenses makes a good faith 
effort at achieving the goal of meeting 3-months expenses.  Taking a three-year average is an 
effort to mitigate the effect of “one off” occurrences.  (See Chart 2.) 
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 Expenses by Year - Prudent Reserve Calculations: 
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Proposal 

Beginning with the budget for the year 2022, the Prudent Reserve of the Area will be 35% of 
the average of the actual annual expenses of the previous three years.  

  

  

Respectfully Submitted by, 

Area 48 Finance Committee 

 

 


