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Scope 
This reserves policy explains to existing and potential funders, donors, beneficiaries and other stakeholders why we are holding a particular number of reserves.  It gives confidence to stakeholders that our finances are being properly managed and will also provide an indicator of future funding needs and our resilience. 
Oversight 
The Board of Trustees is responsible for approving and reviewing this policy and determining the appropriate level of reserves. The CEO will monitor reserves through regular financial reporting, budgets and cash-flow forecasts, supported by the Finance Committee Chair. The Board will review the reserves target at least annually and whenever significant changes occur in income, expenditure, programme commitments or financial risk.
  
Reserves 
Free reserves are unrestricted funds that are readily available to spend on the charity's general purposes. They exclude restricted funds, fixed assets used for charitable activities, social investments, genuine designations for essential future expenditure and commitments not already recognised as liabilities in the accounts. Restricted funds must only be used for their specified purposes. Designated funds remain unrestricted but must be supported by a documented trustee decision identifying their purpose and anticipated expenditure. The charity will calculate and report free reserves separately from its bank balance and total unrestricted funds.
Developing Our Policy 
The charity will determine its reserves requirements by considering its funding model, annual budget, cash-flow forecasts, existing commitments and financial risks. Particular consideration will be given to maintaining essential support for scholars, completing existing programme commitments and allowing sufficient time for an orderly reduction or closure of activities if funding is lost. The Board will use this assessment to determine and justify the appropriate reserves target.
Levels of Reserves 
First Star Scholars UK has established a minimum free reserves target of £60,000  (broadly equilvalent to 3-6 months running costs depending on time of year), subject to annual review and confirmation by the Board of Trustees. The target is intended to provide financial resilience in the event of unexpected expenditure, delayed income or loss of funding, and to protect existing commitments to scholars. The Board will assess whether £60,000 remains sufficient by considering essential operating expenditure, programme commitments, funding uncertainty and the costs of safely reducing or closing activities if necessary. The target may be increased or decreased where justified by this assessment, with any change formally approved and recorded by trustees.
Monitoring of Reserves 
The CEO will monitor free reserves through regular financial reports and cash-flow forecasts, reporting the position to the Board of Trustees. Where reserves fall below the agreed target, the CEO will identify the reasons and propose appropriate action, which may include reducing expenditure, increasing unrestricted income or revising planned commitments. Where reserves exceed the target significantly, trustees will consider whether funds should be designated for specific purposes or used to further the charity's objectives. Significant changes will be recorded in trustee minutes. 
Annual Reporting 
The Trustees' Annual Report will explain the charity's reserves policy, state the actual level of free reserves at the financial year-end and explain why those reserves are held. It will compare actual reserves with the approved target and explain any significant difference and the action being taken. Material designated funds and commitments will be explained, including their purposes and expected timing of expenditure. The reserves figure will be consistent with the annual accounts, with a reconciliation provided where necessary. Reporting will comply with the applicable Charities SORP.
Investing Reserves 
Trustees may consider placing reserves in appropriate savings or investment arrangements, provided the charity maintains sufficient accessible funds to meet its liabilities and programme commitments. Decisions will consider capital security, liquidity, risk and expected returns. Funds needed in the short term must not be exposed to inappropriate investment risk or locked away beyond the period in which they may be required. All investment decisions must comply with the charity's Financial Controls Policy and applicable investment guidance.
Regulatory Guidance 
Charity Commission - Charity reserves: building resilience. 
Charity Commission - Managing a charity’s finances: planning, managing difficulties and insolvency (CC12). 
Charity Commission - Charities and Risk Management. 
Charity Commission - Example trustees' annual reports and accounts for charities. 
Charity Commission Operational Guidance 43 – Reserves. 


2026 Update – Financial Resilience and Programme Commitments
First Star Scholars UK will review its reserves requirements with particular regard to its responsibilities towards care-experienced young people participating in long-term programmes. The Board will consider the financial resources required to maintain essential safeguarding and mentoring arrangements, honour existing commitments and manage an orderly reduction or transfer of services if funding becomes unavailable. Free reserves, restricted funds, designated funds and available cash will be identified separately in financial reports. The CEO will promptly report any significant deterioration in reserves or cash flow to the Finance Committee Chair and Board of Trustees. Where financial difficulties arise, the charity will follow Charity Commission guidance on improving charity finances and obtain professional advice where appropriate. Related policies: Financial Controls Policy, Risk Management Policy, Business Continuity Plan, Expenses Policy and Safeguarding and Child Protection Policy.
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