Reserves Policy
EYA: For the effective running of any organisation it is important to have sufficient money in the bank to cover expenses when they become due, under any circumstances.  Income and Expenditure will inevitably vary at times; if there is a temporary drop in child numbers perhaps or an unexpected expense.  If there are no reserves at these times the sustainability of your early years setting could be at risk.

10.3 Reserves Policy.
Policy statement

At Cumnor Pre-School Nursery we recognise the need to have a robust reserves policy in order to effectively run the pre-school’s finances and to prepare for the future.  This policy will detail what we need to keep in our reserves and what they should be used for.
Policy

What do we need reserves for?

There are many circumstances in which reserves may be required.  Here are some examples:

· In the unfortunate event that the pre-school is required to close down in a number of different circumstances, for instance:

·  If staff leave and the pre-school cannot replace them and therefore cannot open safely.

· There is a catastrophic event in the building (fire/flood etc) and therefore we need to close as we have no premises.
· The school and diocese decide that they need the land on which the pre-school is built and they ask us to leave.
· There is a temporary drop in numbers of children at the pre-school and we need to pay staff in spite of this in order to protect the future of the pre-school

· There is an unexpected maintenance expense for example a plumbing or electrical incident.

Reserve Types

As per EYA guidance, there are different types of funds that we hold in our account, differentiated as follows:

Restricted funds: Monies received through grants or specific fundraising are restricted funds and must only be used for the particular purpose or project that the donor provided them for. Restricted funds will need to be accounted for separately to ensure that they are not accidently used for another purpose. We also have Disability Access Fund / Special Educational Needs and Early Years Pupil Premium monies from Oxfordshire County Council that are classified as ‘restricted funds’.  The values of these change regularly.  The pre-school admin manager and the treasurer keep track of these.
Unrestricted funds: Funds received from other sources of income (or fundraising where it was not specified what it would be spent on) will be unrestricted funds and may be used as and when required, as costs arise.

Designated funds: From an organisation’s unrestricted funds, it is common to agree to set aside some money to cover known costs and these will be a part of our reserves.
Cumnor Pre-School Nursery Reserves

Guidance from EYA and OCC both agree that we need the following designated funds for our setting, to ensure we can meet our outstanding costs and our full financial obligations to staff should the setting close:
1. 3 months operational costs

2. Redundancy costs, calculated using the government’s redundancy calculator as suggested by OCC (https://www.gov.uk/calculate-your-redundancy-pay) 

3. A requirement in our lease states that we must have funds to return the site back to its former state if the pre-school were to close.  These are called our site reinstatement costs.
4. The pre-school building is a temporary structure that requires planning permission to be re-applied for every 5 years and will, at some point, need to be rebuilt. Therefore we need a new building fund as part of our designated funds.  

· We have decided that the new building fund and site reinstatement fund can be viewed as the same pot of money. This is because both of these scenarios are mutually exclusive; they cannot both need to happen. If the setting closes then we need to put the site back to its former state, but we wouldn’t simultaneously be erecting a new building. OCC confirmed this is a sensible way to view the designated funds (see meeting notes from OCC called ‘20230907 Cumnor Pre-school’ saved in the folder ‘OCC & National  Gov & EYA’ and can be accessed here: https://drive.google.com/file/d/16K54xSwDP5Jju8Fk8ZhRxJIPRoYANeoN/view?usp=drive_link). 

· This new building fund will need to be built up over several years to ensure that there is enough in it to pay for a new building once the need occurs.  The details of the figures required for this and estimates for the work are included in a separate document the reference for which is in the ‘Our Reserves’ section of this policy.
5. An annual contingency for any unexpected costs such as staffing or maintenance.
Reserves / Working Capital: Any remaining funds would then be what the EYA call our ‘reserves’ or ‘working capital’, which are freely available to spend on any of the setting’s activities. This would be the pot from which we would seek to fund pay rises and the purchase of additional equipment etc. 
Our Reserves
Cumnor Pre-school Nursery keeps track of its reserves in a separate spreadsheet to this policy on the google drive in Cumnor Pre-School Committee/Treasurer/Policies/Designated Funds – Detailed in Reserves Policy.xlsx.
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