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_________________________________________________________________________________ 
 
1.0 Cash needs reserves to: 
 
1.1 Meet contractual liabilities should the organisation have to close. This includes redundancy pay, 

amounts due to creditors and possible future commitments under leases. 
 
1.2 To meet unexpected costs like break down of essential office machinery, staffs cover re illness, 

maternity leave, parental leave, and legal costs defending the charities interest. 
 
1.3 To replace equipment as it wears out. 
 
1.4 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. 

 
1.5 To provide working capital when funding is paid in arrears and place the charity in a position where it 

could bid for funding which can be paid up to 12 months in arrears. 
 
2.0 CCA Ltd Funding 
 
2.1 CCA Ltd is currently has a stable regular income due to historically permanent groups.  
 
2.2 CCA Ltd has planned its budget for next five years.   
   
3.0 A prudent level of reserves 
 
3.1 Cash aims to have reserves of 50% of current expenditure.    
 
3.2 Were CCA Ltd to close the organisation would incur a number of winding up costs. 
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4.0 Costs of closure 
 

There are a number of events that could occur during a year that are generally not budgeted for and 
would be typically funded from reserves. 

 
Staff Sickness           £9,000 
Bills                             £3,000  
Other types of leave: maternity leave; parental leave; adoption leave etc.       £2,000 
Unexpected replacement of equipment                  £2,000 
Provision to cover unexpected loss of a regular funder(s) £15,000 
Possible wind up costs   £4,000 
Capital repair costs £35,000  

  --------- 
  £70,000 {2013/2014} 
 
4.1 This represents 40% of the forecast expenditure of £122,000 in 2012/2013. 
 
4.2 It is assumed that most capital purchases will be funded from specific grants for capital purchases. 
 
5.0 Potential for short time working. 
 
5.1 Whilst the directors have to take a prudent position and allow for redundancy in the event of a financial 

crisis the charity does have a good relationship with its staff and the options of part-time working and 
short term lay-offs would also be considered.   It should though be noted that increasingly funding is 
related to out puts and a move to part-time working could jeopardize some funding. 

 
6.0 Restricted Funds 
 
6.1 Much trust funding is limited to specific projects and targets linked directly to spending so we have 

included reserves in the overall percentage of costs. 
 
7.0 Establishing and maintaining a prudent level of reserves. 
 
7.1 In the event of reserves dipping below the target CCA Ltd will aim to restore the reserves by careful 

budgeting near the start of the previous financial year. This could be achieved by increased fund raising, 
increasing earned income or reducing expenditure. 
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8.0 Bringing actual reserves into line with the policy. 
  
8.1 If difficulties with funders can be resolved then the directors with the support of the Centre Manager 

will have set the following targets for reserves. 
        
      Forecast      Target 
               Year   Expenditure    Reserves 
  at year end  
  
 2011/12 (Actual) £153,850 £34,000 22% 
 2012/13 £122,388 £70,000 57%  
 2013/14 £103,864 £70,000 67% 
 2014/15 £109,034 £70,000 64% 
 2015/16                               £112,404                    £70,000 63% 
 2016/17                                     £116,173                    £70,000                 60%                
     
9.0 Monitoring and reviewing of reserves policy. 
 
9.1 The directors will consider current costs of closure and examine the level of reserves each year when 

setting the following year’s budget. 
 
9.2 This reserves policy will usually be reviewed every two years, but with a building lease to be negotiated 

in the immediate, every six months may prove necessary. 
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