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Reserves Policy

1.

Introduction

1.1.

1.2

1.3.

1.4.

1.5.

1.6.

There is a requirement both by the Charity Commission for charitable organisations
and the DFE for Academies that Trustees report on reserves in the Trustees annual
report and financial statements. It is also a requirement of the Academy Trust
Handbook to set a policy for holding reserves. Guidance for this is provided annually in
the Academies Accounts Direction. Establishing reserves constitutes to the smooth
running of the Trust and protects it in its operational and business continuity
arrangements. It is good practice and forms part of its overall financial control and
governance framework.

The Trust recognises that a level of reserve is required to cover unforeseen events and
areas of investment. It has a commitment to the life cycle funds of the school buildings
and the grounds as well as allowing for funds to be available for longer term capital
projects.

Academy trusts have the freedom to decide a prudent level of reserves to be set aside
and need to decide what reserves are being held and what they are built up for.

Reserves will be held by each academy in the Trust as well as by the Trust itself.

This document sets out the reserves policy for The Oak Trust. The policy takes into
account the following principles:
e reserves must have a specific purpose related to future spending or covering
current and future risks;
e they should be transparent and maintain the link with the purposes for which
the income was given;
e they should ensure that sufficient resources are available so that unexpected
events can be accommodated without causing current year problems,
generating a deficit or cash flow issues.

The following determines why funds may need to be held back as reserves:

e therisk of an unforeseen emergency or other unexpected need for funds,

e e.g.an unexpected large repair bill or finding funding for an urgent project;

e covering unforeseen day to day operational costs, e.g. employing temporary
staff to cover a long-term sickness absence (where an academy does not
purchase staff sickness insurance);

e afailurein asource ofincome, e.g. a grant, not being renewed;

e planned commitments, or designations, that cannot be met by future income
alone, e.g. plans for a major asset purchase or a significant project that
requires the trust to provide ‘matched funding’;

e the need to fund short term deficits in a cash budget, e.g. money may need to
be spent before a funding grant is received.

1.7. An important judgement that is performed as part of the external audit of the Trust's

accounts is the Trust’s ability to be able to continue as a going concern. The level of
reserves held by the Trust will be a key factor in this judgement.
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2. The Oak Trust Reserves Policy

2.1.

2.2.

2.3.

2.4.

2.5.

3.1.

3.2.

The Trust is responsible for determining the level of financial reserves to be carried
forward at the end of each financial year to the 31 August.

Generally, reserves are to be maintained at approximately 10% of the gross income of
the Trust as a whole and should not fall below 5%. This level will be reviewed annually
by the Board.

The Trust acknowledges the need for monies to be set aside at the end of each
financial year whenever this is possible that reflects the trusts estates strategy, future
plans, and upcoming risks or opportunities.

Any in year deficits from any one academy will be resourced from this fund as far as
possible. If deficits result in the fund falling below the 5% threshold, resources must be
set aside in the next year’s budget to restore it. Exceptionally, where the size of the
short fall is excessive for an individual academy the Trust Board may consider that it be
restored over a longer period.

Individual academy reserves will continue to be identified at the end of each financial
year and will be allocated to the academies where the funds relate.

Implementation of the Policy

The planned use of reserves is to be captured as part of the budget process and agreed
by the Trust Board.

Where unforeseen events occur in year that require the use of reserves, they must be
agreed by the Trust Board.



