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Operating Reserves Policy
Principle
Building reserves within __________________ supports the overall development of the setting and is an integral part of our financial planning. 

_____________________ needs reserves in order to

· Meet contractual liabilities should the organisation have to close.  	This includes redundancy pay, amounts due to creditors and 	commitments under leases.
· To meet unexpected costs like break down of essential office machinery, staff cover re illness, maternity leave, parental leave, and legal costs defending the charities interest.
· To replace equipment as it wears out.
· Ensure that the charity can continue to provide a stable and quality 	service to those who need them.  Within this context to minimise recruitment, staff training, staff induction and marketing costs by 	avoiding the need for redundancies caused by financial crisis.
· From time to time funding has certain restrictions which means 	that by law it must be held in a restricted reserves until it is spent 	in line with the funding agreement.

Policy 

A policy on reserves for _(insert setting name) _was agreed at the _(insert date _meeting) 

__________________ have set a reserves policy which requires:
Reserves be maintained at a level of £______which ensures that: 
· the core activity of ___________ could continue during a period of unforeseen difficulty. 
· the setting could meet its liabilities in the event that it had to close or reduce its services for example meet redundancy costs 
· A proportion of these reserves have to be maintained in a readily realisable form eg cash at bank. 
The calculation of the required level of reserves is an integral part of the planning, budget and forecast cycle of our setting.  If the setting does not currently have the level of reserve that it identifies as required it will work towards meeting it and make this a priority in financial planning 
Procedure
To ensure this policy is complied with ______________ will endeavour to ensure:
· That we maintain our level of reserves as outlined above
· The level of reserves are consistently reviewed with future financial sustainability in mind
· Work with the treasurer to ensure reserve levels are monitored and maintained

[bookmark: _Hlk22028224]Monitoring
This policy will be reviewed annually by the setting to ensure it 
remains fit for purpose.

This policy was adopted by………………………………
Signed:………………………………..on behalf of the setting
Position:………………………………
Date:………………………………….

Reviewed on:
Date:………………….		Signed:……………………………………………
Date:………………….		Signed:……………………………………………
Date:…………………		Signed:……………………………………………



Capital Reserve Policy

(only necessary if you are saving towards a large capital project for example a new building, replacing a mobile classroom or large outdoor works)

____________________ has an existing capital reserve in order to save the funds necessary for 

· details of the capital project inserted here. 

We estimate that the costs of the capital project will be £….. and therefore this reserve may contain any amount of money up to the cost of realising the project.

____________ will seek to build this reserve out of unrestricted surpluses from the operation of the normal budget of the setting and from any specific donations, grants or fundraising events designated for the building project.

This reserve will not be prioritised over the good running of the setting, commitment to the objects of the setting or commitments to its beneficiaries. 

This reserve will not be prioritised over the maintenance of the operating reserve 

Monitoring
This policy will be reviewed annually by the setting to ensure it 
remains fit for purpose.

This policy was adopted by………………………………
Signed:………………………………..on behalf of the setting
Position:………………………………
Date:………………………………….

Reviewed on:
Date:………………….		Signed:……………………………………………
Date:………………….		Signed:……………………………………………
Date:…………………		Signed:……………………………………………





