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Template – Reserves Policy for [Village Hall Name]

How to use this template - Replace all text in square brackets and adapt the policy to the charity’s circumstances. Trustees should approve the calculation supporting the target, not simply adopt a standard number of months. This template should be considered alongside the governing document, current accounts, budget, cash-flow forecast, risk register, building survey and maintenance plan.
1. Purpose and scope
This policy explains why [Village Hall Name] holds reserves, how the trustees decide the appropriate level and how reserves will be monitored and used. It supports the trustees’ duties to act in the charity’s best interests, manage its resources responsibly, manage risk and apply funds within a reasonable period to further the charity’s purposes.
The policy applies to all funds held by the charity. The calculation of free reserves is based on the funds that are genuinely available for the charity’s general purposes.
2. Definitions
Free reserves are the part of the charity’s unrestricted funds that is freely available to spend on any of its charitable purposes.
Free reserves normally exclude:
· restricted funds, which must be used for the purpose specified by the donor or funder
· permanent endowment funds, where the capital cannot normally be spent
· the value of tangible fixed assets used for the charity’s work, such as the village hall building and essential equipment
· designated funds that the trustees have formally set aside for a specific future purpose, unless the trustees could and would reverse that designation if necessary
· other commitments that cannot readily be met from future income
Cash held in a bank account is not automatically a free reserve. The year-end free reserves figure should be reconciled to the charity’s accounts.
3. Trustee responsibilities
The Management Committee, as the charity’s trustee body, is collectively responsible for setting, operating and reviewing this policy. The Treasurer will provide timely financial information, but responsibility does not rest with the Treasurer alone.
The trustees will make decisions about reserves in the charity’s best interests, record the reasons in the minutes and take appropriate professional advice where the position is complex or significant.
4. Assessing the level of reserves
The trustees will determine the required level of free reserves from the charity’s particular financial risks, commitments and plans. There is no standard amount or fixed number of months that is appropriate for every charity.
The assessment will consider:
· approved budgets, cash-flow forecasts and the timing of income and expenditure
· the reliability and concentration of income, seasonal fluctuations and the risk of losing important income sources
· essential operating costs that would continue during a temporary loss of income
· contractual commitments, insurance excesses and other liabilities
· emergency repairs, service failure and other risks identified in the risk register
· the current building survey, planned maintenance programme and expected replacement dates and costs for major items
· planned projects or opportunities, including any funding conditions
· the potential cost of reducing activities or closing in an orderly way, where this is a realistic risk
· the availability of other funds, borrowing facilities or assets and how quickly they could be accessed without harming the charity
The supporting calculation will be documented and retained with the committee papers.
5. Target and current position
The trustees have agreed a target for free reserves of £[amount], or a range of £[lower amount] to £[upper amount]. This represents approximately [number] months of the relevant operating costs and an allowance of £[amount] for the specific risks and commitments identified in the supporting calculation.
At [date], the charity held:
	Fund or measure
	Amount
	Explanation

	Total unrestricted funds
	£[amount]
	[As shown in the accounts or management information]

	Less tangible fixed assets used by the charity
	£[amount]
	[Building, equipment or other assets not readily available to spend]

	Less designated funds
	£[amount]
	[Purpose and expected date of use]

	Less other commitments
	£[amount]
	[Explain]

	Free reserves
	£[amount]
	[Within, below or above target]



If free reserves are below or above the target or range, the trustees will record the reason and agree an action plan and timescale. The current action is: [insert action, responsible person and target date].
6. Designated funds
The trustees may designate part of the charity’s unrestricted funds for a clearly identified purpose, such as planned roof works, heating replacement or other major expenditure. Each designation will be supported by an estimated cost and expected timescale and recorded in the minutes and accounts.
Designations will be reviewed at least annually. The trustees may remove or vary a designation where this is in the charity’s best interests, subject to any legal or contractual restrictions.
7. Use, replenishment and surplus reserves
Free reserves may be used only with the approval of the Management Committee and in furtherance of the charity’s purposes. Appropriate uses may include meeting an unexpected income shortfall, urgent building repairs, uninsured or excess costs and managing a significant unforeseen event.
The decision, amount, purpose and effect on the reserve target will be recorded in the minutes. Where reserves fall below the target, the trustees will agree a proportionate recovery plan, which may include changes to expenditure, income generation, fundraising or the timescale for planned work.
Where reserves are above the agreed target or range, the trustees will review whether funds can be applied responsibly to the charity’s purposes, retained for an evidenced future need or designated for a defined project. Funds will not be accumulated without a clear justification.
8. Monitoring, review and reporting
The Treasurer will report the level of total unrestricted funds, designated funds and free reserves to the Management Committee [quarterly/at each meeting]. The report will compare the current free reserves with the agreed target or range and identify any action required.
The trustees will review this policy and its supporting calculation at least annually, normally alongside the budget, cash-flow forecast, risk register and planned maintenance programme. They will also review it after a significant change in income, expenditure, the condition of the building, commitments or risk.
The trustees’ annual report will explain the charity’s policy on reserves, state the level of reserves held and why they are held. Where relevant, it will explain why reserves differ significantly from the agreed target and the steps being taken.
9. Adoption and document control
	Policy owner
	[Management Committee/Treasurer]

	Version
	[number]

	Approved by
	Management Committee of [Village Hall Name]

	Date approved
	[date]

	Date last reviewed
	[date]

	Next review date
	[date]



Chair’s signature: ______________________________
Name: ________________________________________
Date: _________________________________________
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