Operating Capital Limits…..What You Need to Know
What is Operating Capital?

Each organization is given an operating capital limit when they are originally licensed and yearly thereafter.  It is the maximum amount of funds that the organization may maintain in their bingo account for expenses.  The operating capital limit is calculated by averaging the organization’s reported expenses for the last four quarter’s prior to the quarter their license start date falls within.  The operating capital limit is valid for the four quarters following the quarter the organization’s license start date falls within.  For example if an organization’s license start date is April 27, 2011 (falls in 2011-2) , then the expenses reported on the quarterly returns for 2011-1, 2010-4, 2010-3 and 2010-2 would be averaged to arrive at the operating capital limit.  Under the Bingo Enabling Act (Act), an operating capital limit cannot exceed $50,000 unless an increase is requested and approved by the commission.  Therefore, average quarterly expenses that total above $50,000 are capped at the $50,000 limit.  In our example, the organization’s operating capital limit would be valid for the period of 2011-3 thorough 2012-2.
All accounting units operating capital limits are effective for the calendar year, January 1 through December 31 (first through fourth quarter).  The unit’s operating capital limit amount is calculated by averaging the reported expenses for the prior four quarter period beginning October 1 through September 30 of each year (fourth through third quarter).  As with conductor organizations, the statute caps the operating capital limit to $50,000 per unit member unless an increase is requested and approved by the commission.   
A licensed authorized organization or accounting unit may apply for an increase to their calculated operating capital limit by completing a Request to Increase Operating Capital Limit form.  See Section 2001.451(j) of the BEA and Charitable Bingo Administrative Rule 402.453 for the specific requirements associated with requesting an operating capital increase.
The operating capital limit is used to calculate the minimum charitable distribution required to be disbursed each quarter.  Under the Section 2001.457(a) of the Act, before the end of each quarter accounting units and licensed authorized organizations must disburse for their charitable purpose all net proceeds from the preceding quarter above their operating capital limit.
To determine the distribution, the quarterly prize fees due and the operating capital limit are subtracted from the reported bingo funds balance reported on line 42 of the quarterly report to establish a calculated distribution amount.  If the calculated distribution amount equals or exceeds the quarterly net proceeds, then the full quarterly net proceeds amount is disbursed (example 1).  If it is less than the quarterly net proceeds amount, then the distribution amount is disbursed as the bank account balance was not yet at their allowed operating capital limit (example 2).   An organization whose calculated distribution amount exceeds their quarterly net proceeds is not in compliance with their operating capital limit unless they had an excess fund balance on October 1, 2009 whose disbursement deadline has not lapsed.
Are you compliant with your organization’s operating capital limit?
Under Charitable Bingo Administrative Rule 402.451, on the last day of the quarter your organization’s bingo account balance may not exceed the total of:

· The organization’s or units retained operating capital amount.
· The prize fees held in the bingo bank account to be paid to the Commission by the quarter’s report due date.
· The net proceeds from the conduct of bingo for the current quarter.
· The excess fund balance amount in the account on October 1, 2009 for which the disbursement time frame has not passed.  (See Charitable Bingo Administrative Rule 402.451(h))
Your organization may have an issue with exceeding your limit if: 1) your recalculated operating capital was decreased, 2) amendments were made to your organization’s current or previous quarterly reports which effected your prize fees due, net proceeds or bank account balance 3) a reporting error exists which effects your prize fees due, net proceeds or bank account balance 4) your 2009-4 charitable distribution was less than your net proceeds, or 5) the reconciliation of undistributed net proceeds bank account balance initially reported to the commission was incorrect.  
In example 1, this organization would be in violation of exceeding their operating capital limit unless they had an excess fund balance whose disbursement deadline had not lapsed.  If there was not an excess fund balance, the maximum amount of funds permitted in this account on the last day of the quarter would be $76,722.65.  In example 2, the maximum amount of funds permitted in this account on the last day of the quarter would be $49,239.55.
If your organization’s balance is in excess of what is authorized in your bingo account, then your organization must disburse this excess amount as a charitable distribution.

___________________________________________________________________________________

Examples
a.                     b.                          c.                          d.                            e.                               f.

Bingo Fund Balance
   Operating Capital
   Prize Fee Due
Calculated Distribution   Net Proceeds
         Required Distribution

1. $123,282.77          $50,000.00        $9,763.65         $63,519.12             $16,959.00         $16,959.00

2. $45,704.60
          $38,981.00         $4,475.55        $2,248.05

$5,783.00
$2,248.05

Required Distribution Formula: a-b-c=d      if d ≥ e then the required distribution (f) = e.  If d ‹ e then the required distribution (f) = d.

Operating Capital Compliance Formula:  To be compliant, b + c + e ≤ a
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