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East Fife Sports Council
Reserve Fund Policy
The responsibility for establishing an appropriate Reserves Policy lies with the East Fife Sports Council (EFSC) Executive Committee (Executive). The Executive may wish to seek advice from EFSC’s accountants. The Executive is responsible for justifying, explaining and communicating this policy to members as required. As a minimum this should be contained within the financial section of the Annual Report and reported at the AGM.

Definition

For the purposes of this policy the term ‘reserves’ is defined as the part of EFSC’s funds that are set aside for a specific purpose.

Level of reserves
EFSC has a responsibility to its members and creditors to ensure that all financial commitments can be met from its financial reserves. These funds must be freely available within the period of the commitment.

Reserves must be maintained at a level that ensures that EFSC’s core activity can continue during a period of unforeseen difficulty. The calculation of the required level of reserves is an integral part of the organisation's planning, budget and forecast cycle. 

The key areas of financial commitment that EFSC needs to consider are:

(a) Operational costs – continuing business activities during run down

(b) Existing contracts – IT hosting and support

(c) Legal – potential costs for legal advice and activity during an orderly termination of the Company. Additional costs are allocated for contingency costs if the winding down is caused by external forces or requires a legal action.

EFSC will not retain high levels of reserves over and above those required to meet the above commitments to ensure that investment is used effectively to deliver the Objectives and will not jeopardise future investment from partner organisations.

EFSC will plan to maintain a reserve figure to cover operating costs for 12 (twelve) months at all times. 

Steps to maintain reserves
· EFSC will ensure that the level of reserves required is considered within the annual financial planning process. This should be reflected in the budget and application to Fife Council for recurring funding. 
· These reserves should be maintained in a readily realisable form. Normally this would be in a bank account that allows access to funds within the required timescale.
· The Treasurer should make reference to the amount in reserve if it is likely to be different from the figure stated in this Reserves Policy. This can be done through the treasurer’s report at regular Executive meetings.
· The potential impact on the reserves through a predicted deficit at the end of the financial year end must be considered at Executive meetings with a plan to manage and rectify the situation as soon as possible. 
· The Executive must also consider how they wish to use a predicted or actual surplus at year end. 
Monitoring & review

The Treasurer has direct responsibility for monitoring and reviewing the policy on an ongoing basis. A formal report should be made to the Executive annually, which will include an assessment of the current policy and the actual reserve figure at year end.
 APPENDIX A: CURRENT FINANCIAL RESERVES MATRIX

Assumes 12 (twelve) months operational costs / run down period

	
	Notes
	Costs (£)

	Operational Costs
	
	

	Business Activities
	Administration
	8000

	
	Grants
	4000

	
	Awards
	3500

	
	Miscellaneous
	1000

	
	
	

	Other
	
	

	Legal Costs
	Orderly wind down
	500

	Insurances
	Liability 
	350

	Accountants
	Orderly wind down
	300

	
	
	

	Sub-Total
	
	17650

	5% Contingency
	
	883

	
	
	

	RESERVES TOTAL
	
	18533


