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Charity Reserves Policy
Introduction

This Charity Reserves Policy outlines the principles and guidelines for maintaining appropriate
reserve levels to ensure the stability and sustainability of The Basingstoke Canal Society
(BCS). Reserves are essential for managing financial fluctuations, enabling us to fulfil our
mission effectively even during unexpected downturns or economic instability. By establishing
a clear framework for reserve management, we aim to secure our financial position while
adhering to best practices in non-profit financial stewardship. This policy serves as a
commitment to our stakeholders that we are responsibly managing resources to further our
charitable objectives.

Maintaining adequate reserves is critical to the ongoing viability of the BCS. It allows us to
absorb temporary funding shortfalls, invest in new initiatives, and respond to unforeseen
challenges without compromising our service delivery. This policy will outline the reserve level
objectives, the processes for monitoring and reviewing our reserve status, and the strategies
for utilising these reserves in alignment with our charitable mission. By prioritising financial
stability, we can continue to support the communities we serve, ensuring that we remain
responsive and effective in fulfilling our commitments, regardless of external financial
pressures.

Objectives

The primary objectives of maintaining reserves are:

e To provide financial stability and ensure the continuous operation of the charity’s
activities

e To enable investment in future opportunities that align with the charity’s mission

e To mitigate the impact of unforeseen financial difficulties and economic downturns

Definitions

This section provides clear definitions of key terms related to the Charity Reserves Policy.
Understanding these terms is essential for effective communication about our financial
management practices and reserve strategies. The definitions established here will ensure
that all stakeholders have a common understanding of the concepts involved in our reserve
planning and management.

e Reserves: The unrestricted funds available to the charity, excluding any designated
funds. These funds provide a financial buffer for the organisation, enabling it to
respond to unforeseen circumstances or opportunities.

o Designated Funds: Funds earmarked by the charity for a specific purpose, which are
not included in the reserve calculations. These funds are set aside to meet particular
needs or projects as determined by the organisation.

e Unrestricted Funds: Funds that are not subject to any external restrictions and can

be used at the charity's discretion. These funds allow the organisation flexibility in
resource allocation to meet ongoing operational needs or unforeseen challenges.
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o Financial Stability: The ability of the organisation to maintain consistent operations
and meet its obligations over time, even in the face of financial challenges.

e Liquidity: The availability of cash or easily convertible assets to meet short-term
financial obligations, ensuring the organisation can respond quickly to financial
demands.

e Contingency Planning: The process of developing strategies to address potential
financial disruptions, ensuring that the organisation can sustain its mission in
uncertain economic conditions.

Policy Statement

The charity shall maintain reserve levels that are sufficient to cover the organisation's
operational expenses and support the strategic goals, as set by the Board of Trustees. The
reserve level shall be reviewed and adjusted annually in accordance with changes in the
charity's operational circumstances and strategic objectives.

Determining Reserve Levels

Determining appropriate reserve levels is a critical component of our financial management
strategy. This section outlines the factors that contribute to establishing reserve levels,
ensuring that the BCS can effectively respond to financial uncertainties while continuing to
fulfil its mission. By systematically assessing our financial landscape, we can set reserve
levels that promote long-term stability.

Assess Financial Needs: Conduct a thorough evaluation of the charity's financial
requirements, taking into account its size, income streams, and expenditure patterns. This
assessment should consider fixed costs, variable expenses, and any anticipated changes in
funding or service demands. Understanding these elements will provide a foundation for
determining how much reserve is necessary to maintain operations.

Estimate Potential Risks: Identify and analyse potential risks that could impact the charity's
financial health. This includes economic fluctuations, changes in donor behaviour, and
unforeseen events such as natural disasters or health crises. By estimating the financial
implications of these risks, the organisation can make informed decisions about the
appropriate reserve levels required to safeguard against such uncertainties.

Establish Reserve Levels: Set a reserve level that adequately covers at least three months
of routine operational expenses. This minimum threshold will provide a financial cushion,
allowing the charity to maintain its essential functions and commitments during periods of
financial instability. Regular reviews of this reserve level should be conducted to ensure its
adequacy in response to changing circumstances and operational needs.
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Monitoring and Review

The committee of the BCS plays a crucial role in ensuring the effective management of
reserve levels. The committee is responsible for monitoring these levels on a quarterly basis,
analysing financial reports, and assessing any fluctuations in income or expenditure that may
affect the charity's reserves. This regular oversight allows for timely adjustments and informed
decision-making regarding the allocation and utilisation of funds. The committee will take any
necessary actions to maintain the financial stability of the organisation.

In addition to quarterly monitoring, an annual review of the Reserve Policy will be conducted to
ensure that it aligns with the BCS’s overall financial strategy and operational needs. This
review will evaluate the effectiveness of the current reserve levels, taking into account any
changes in the organisation's objectives, funding landscape, and external economic
conditions. By regularly revisiting this policy, we can adapt to evolving circumstances,
ensuring that our financial planning remains robust and responsive to the charity's mission and
goals.

Risk Management

Effective risk management is essential for safeguarding the financial health of The
Basingstoke Canal Society. This section outlines proactive strategies to identify and mitigate
potential financial risks that could impact our operations. By implementing a robust risk
management framework, we can ensure the sustainability of our charity, maintain trust with
our stakeholders, and protect our mission in the face of uncertainties.

Identify Financial Risks: Conduct a comprehensive assessment to identify potential financial
risks, including economic downturns, funding fluctuations, and operational challenges.
Develop contingency plans that outline steps to address these risks effectively, ensuring that
the organisation can adapt and respond swiftly to unexpected changes.

Review Budget Forecasts: Regularly review and analyse budget forecasts to assess the
organisation's financial position and project future funding needs. Adjust allocations as
necessary to reflect changes in income or expenditure, ensuring that resources are utilised
efficiently and strategically.

Prudent Investment of Reserves: Invest reserves judiciously to ensure both liquidity and
capital preservation. The organisation will prioritise low-risk investment options that provide a
reliable return while maintaining access to funds when needed. This strategy will enable The
Basingstoke Canal Society to safeguard its financial stability while maximizing the growth
potential of its reserves.

Approval and Amendments

All amendments to this Charity Reserves Policy require the approval of the Board of Trustees.
This policy is effective immediately upon approval and shall supersede any prior policies
related to charity reserves.
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Conclusion

This Charity Reserves Policy is designed to establish a strong financial foundation for The
Basingstoke Canal Society, ensuring that our organisation remains financially robust and
capable of fulfilling its mission over the long term. By adhering to the guidelines outlined in this
policy, we can effectively manage our reserves, positioning ourselves to navigate the
complexities of the non-profit landscape with confidence and stability.

Proper reserve management is crucial in enhancing our charity's resilience against financial
uncertainties. The proactive strategies outlined in this policy, including determining reserve
levels, monitoring and reviewing financial performance, and implementing sound risk
management practices, will enable us to respond swiftly to any challenges that may arise. This
approach not only protects our ability to deliver essential services but also fosters trust among
our stakeholders, including donors, beneficiaries, and the community at large.

As we move forward, The Basingstoke Canal Society commits to regularly reviewing and
updating this policy to reflect changing circumstances and best practices in the non-profit
sector. By maintaining a strong focus on financial sustainability, we can ensure that our
resources are utilised effectively, allowing us to make a lasting impact and fulfil our mission
with integrity and purpose.

Date of Review: 151" May 2025
Date of Next Review: May 2026
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