United Colleges Group

Reserves Policy

1. Aim/ Scope

1.1

1.2

1.3

1.4

1.5

The Charities Commission for England and Wales expects the governing board
of a charity to set out and publish its policy for reserves and to monitor
compliance.

A link to the Gov.Uk website guidance on Charity Reserves: Building Resilience
is as follows: Charity reserves: building resilience (CC19) - GOV.UK

In March 2024, the ESFA issued the College Financial Handbook 2024,
effective from 1 August 2024. College financial handbook 2024. Par 2.8, page
15 of the document states that the board should set and regularly review the
college policy for holding reserves. It should refer to the expectations relating
to the management of reserves set out in the FE and sixth-form college
corporations: governance guide - GOV.UK and the Charity Commission
publications noted above.

The purpose of this policy is to set out the Corporation’s requirements, definition
and methodology for retained reserves to ensure that the College maintains
sufficient cash to enable it to maintain operations and provide sufficient
headroom to cover unforeseen/unplanned shortfalls in financial performance
whilst corrective actions are being taken.

This policy is important with respect to the Corporations’ legal duties to act in the
interests of the College and its beneficiaries; to protect College assets; ensure
accountability and demonstrate reasonable care and skill.

This policy will not discriminate either directly or indirectly against any individual
on grounds of sex, race, ethnicity, sexual orientation, marital status, religion or
belief, age, disability, or any other protected characteristic

2. Definitions

2.1

2.2

2.3

Reserves are part of the College’s funds that are freely available to spend on
any of the College purposes.

Reserves are held to make sufficient provision for potential future cashflow
requirements and contingencies. These can include responding to unexpected
emergencies, taking advantage of opportunities that may arise and (in extremis)
preparing for closure scenarios and the unavoidable wind-up costs that might
be associated in such a situation.

There are a number of ways of determining how much should be maintained in
reserves. This policy proposes that the target should be set by consideration of
the strategic financial risks of the College. These are set out in the table below.

Strategic Risk Elements to consider Value

Failure to operate e Bank covenant requires £2m | Cash holding £2m



https://www.gov.uk/government/publications/charities-and-reserves-cc19
https://assets.publishing.service.gov.uk/media/668d054fd9d35187868f46c8/CFH_2024_200324.pdf
https://www.gov.uk/government/publications/further-education-corporations-and-sixth-form-college-corporations-governance-guide--2/fe-and-sixth-form-college-corporations-governance-guide
https://www.gov.uk/government/publications/further-education-corporations-and-sixth-form-college-corporations-governance-guide--2/fe-and-sixth-form-college-corporations-governance-guide

within banking
covenants

to be held at the end of every
month

Debt service cover provision

Annual loan repayments
and interest:

Barclays £2.17m

DfE £1.21m

Failure to maintain
College financial
viability through

inadequate control

of income &
expenditure

Capex Requirements

Wembley Park commitments

Deferred capital grants
(unspent) £ variable up to
£2m

Monthly build cost
commitment £4m

Failure to maintain
sufficient cash in
hand to meet day
to day
requirements

Operating cashflow

Business Continuity, Cyber
Incident

Monthly payroll £2.8m

Monthly supplier payments
£1.8m

24

2.5

2.6

It would be reasonable, as a minimum, to hold enough cash reserves to cover
one month of operating costs and three months of loan and interest repayments.
On this basis the College should hold reserves of between £5m and £8m to
cover normal business activity adjusted for capital grants as appropriate at the
time.

During the build phase of the Wembley Park project a further £4m should be
held in reserves.

As a measure of College’s Financial Health the Further Education
Commissioner sets a minimum guideline for cash days in hands of 25. This
would not be sufficient for UCG and a target of 50 would be more appropriate.

3. Policy statement

3.1

3.2

The College will seek to maintain minimum cash reserves at each month end of
£5m recognising that this will increase by a further £4m when the build of the
Wembley Park project is underway.

This reserves policy will be reviewed annually through the Finance & Resources
Committee as part of the finalisation of the College Annual Budget and College
Financial Forecasting Return (CFFR).

4. Reporting Framework

4.1

Performance against the reserves target will be reported in the monthly
management accounts

Date: July 2026

Review date: July 2027



