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Reserves Policy 
 

1. Background 

The Charities Commission expects trustees to decide, publish, implement and monitor their charity’s 
reserves policy so that they can comply with their legal duties to: 

 Act in the interests of their charity and its beneficiaries 

 Protect and safeguard the assets of their charity 

 Act with reasonable care and skill 

 Ensure their charity is accountable 

In practice, this means that trustees should: 

 Develop a reserves policy that fully justifies and clearly explains keeping or not keeping reserves. 
This includes plans for the maintenance of essential services for beneficiaries, plans to help to 
address the risks of unplanned closure on their beneficiaries.  

 Publish the reserves policy and ensure it is tailored to the charity’s circumstances – it should set 
out exactly what reserves are kept (or not kept) for and when they are to be used. 

 Regularly monitor and review the effectiveness of the policy in the light of the changing funding 
and financial climate and other risks. 

2. VOYC Devon has a reserves policy to ensure that: 

 Allows funding to cover unforeseen operational or core costs like taking on temporary staff to 
cover a long-term sickness / absence. 

 Provides a fund to cover gaps in income of up to six months if a grant is not renewed or is 
unexpectedly taken away.  

 Planned commitments that cannot be met by future income such as refurbishment of the 
Website or ICT hardware.   

 Covering short-term deficits in our cash flow before a grant is received. 

 
3. How will VOYC publicise its Reserves Policy: 

The Annual Report will include a detailed summary that includes:   

 A statement of the VOYC Devon policy on reserves; 

 Details of the level of reserves held and an explanation as to why they are held; 

 Clarification as to where funds have been designated, with the amount and the purpose of the 
designation being explained; 

 A summary where designated funds are set aside for future expenditure, setting out the likely 
timing of that expenditure. 

 An analysis of any shortfall or excess against the reserve target you have set and a description of 
any action(s) being taken to bring the reserves into line with your target. 
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4. Types of reserves  

There are two common types of reserves that are managed very differently, these are:   

General /unrestricted / free reserves- income received that is freely available to spend on any of the 
charity’s purposes. 

Restricted funds – these can only be used for particular purposes that are narrower than the overall 
purposes of the charity. An example being if you had a grant from the BIG Lottery for a designated 
project this will be restricted or earmarked only to that project. We will not be able to spend the grant 
on anything but the costs relating to that project.  
 
5. Fixing a level of reserves 

This is a decision to be taken by the VOYC Trustees at the Executive meeting in May each year.  The 
financial risks identified should influence the amount of reserves VOYC decides to hold.   
 
Current Level of Reserves as at 31st March 2020 £65,030 
 
Total Reserves required as per the policy £40,272 
 
Made up through: 
 
Staff Redundancy £7,922 
 
Staff Sickness £5,900 
 
Six Months running costs £26,450  
 
6. More information 

Charity Commission information on reserves: 
https://www.gov.uk/government/publications/charities-and-reserves-cc19/charities-and-reserves 
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