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Statement of intent

The Pennine Trust has developed this policy to aid the framework for future strategic planning
and decision-making.

Legal framework

This policy has due regard to all relevant legislation and statutory guidance including, but not
limited to, the following:

e The Academy Trust Handbook
o ESFA’s guidance: Academy Trust Reserves
e Charity Commission guidance: ‘Charity reserves: building resilience’

This policy operates in conjunction with the following school policies and documents:

e Articles of Association

e Funding Agreement

e Finance Policy

o Conflicts of Interest Policy

1. Roles and responsibilities
The Board of Trustees is responsible for:

o Ensuring the Trust’s reserves are maintained and used only as described in this policy.

¢ |dentifying when reserves need to be drawn on, so that they understand the reasons
for this and can identify any corrective actions that need to be taken.

o |dentifying any broader, long-term financial problems that mean the reserves are
frequently used or are below the minimum level.

e Maintaining the Trust as a going concern.

The Resources Committee is responsible for:

e Making financial recommendations to the board of trustees.
e Carrying out any other responsibilities in line with the relevant scheme of delegation.
e Adhering to and implementing this policy.

The Chief Financial Officer (CFO) is responsible for:

¢ Regularly monitoring the Trust’s reserves and reporting to the board of trustees or the
resources committee accordingly.

e Reporting the explanations for any shortfall or excess in reserves.

o Comparing the amount of reserves held with the minimum and maximum limits set out
in section 5 of this policy.

o Reporting any actions being taken or planned to bring reserves in line with the
minimum and maximum limits.


https://www.gov.uk/guidance/academy-trust-handbook
https://www.gov.uk/government/publications/academy-trust-financial-management-good-practice-guides/academy-trust-reserves
https://www.gov.uk/government/publications/charities-and-reserves-cc19/charities-and-reserves

2. The purpose of reserves

Reserves will have a specific purpose relating to future spending or covering current and future
risks. The purposes for holding reserves will be transparent.

Reserves will be held to ensure that unexpected financial events do not cause problems in the
current year or cash flow issues or generate a deficit.

The purposes for holding reserves may include:

o Covering unforeseen emergencies or unexpected expenditure, e.g. a large repair bill.

o Covering unforeseen day-to-day operational costs, e.g. employing temporary staff to
cover long-term absence.

o Covering a failure in a source of income, e.g. a grant not being renewed.

e Preparing for planned commitments that cannot be met by future income alone, e.g.
plans for a major asset purchase.

o Needing to fund short-term deficits in budget, e.g. funds that may need to be spent
before a grant is received.

3. Types of reserves
Unrestricted reserves

Unrestricted reserves, which include income funds, grants and donations, will be spent at the
discretion of the board of trustees in furtherance of the Trust’s objectives.

Restricted reserves

Restricted reserves, which may include restricted income funds, grants or donations, will be
spent or invested in furtherance of the Trust’s objectives or assets, or spent where the donor
has expressed the nature of expenditure.

Restricted reserves may be endowment funds, where the funds or assets are required to be
invested or retained for actual use, rather than spent.

Designated reserves

A sum of unrestricted or restricted reserves may be separated and designated a particular
purpose, therefore becoming a ‘designated reserve’, e.g. to purchase a new asset.

Designated reserves are labelled this way for administrative purposes only and can still be
spent at the discretion of the board of trustees.

Where a designated reserve has been created, the board of trustees will provide a purpose
and a timeframe for spending it.

Pension reserves

The risks surrounding pension liabilities will be taken into account when calculating the
minimum and maximum levels of reserves stated in section 5.



The board of trustees will assess the required pension contributions from projected future
income without significantly impacting its planned level of activity.

The Trust aims to calculate its reserves without the need to set aside a designated reserve to
cover pension liability.

4. Managing reserves

The board of trustees will identify why the Trust should hold reserves and, having identified its
needs, will decide how much should be held to meet them.

The financial risk to the Trust will be balanced alongside our vision to maintain the highest
levels of education.

The Trust will aim to hold a minimum reserve of 6% and a maximum of 12% of the General
Annual Grant (GAG) income calculated as per below:

Unrestricted Reserves + Restricted Reserves — Designated Reserves
GAG Income

Reserves will be reviewed and monitored by the board of trustees on an annual basis to
identify any trends in spending and to rectify issues where they arise.

Reserves in excess of the maximum limit will be reviewed by the board of trustees, who may
release funds into the revenue budget in furtherance of the Trust’s objectives or re-invest the
funds to generate extra income for the Trust’s activities.

The movement of funds to and from the reserve budget will be at the discretion of the board
of trustees, or the resources committee where delegated authority has been provided.

5. Reporting

The board of trustees will have due regard for the Academies Accounts Direction guidance at
all times.

The board of trustees will disclose in its annual report its policy for building and maintaining
reserves and investments, and the following information:

e Why reserves are held

e The amount or range of reserves that are held at the end of the year

e How the Trust aims to achieve its desired amount of reserves

¢ How the Trust plans to raise the amount of reserves held, where they are below the
minimum level

e How the Trust plans to better utilise the amount of reserves in the future, where they
are in excess of the maximum level


https://www.gov.uk/guidance/academies-accounts-direction

o Details of the circumstances giving rise to any deficit and the steps being taken to
eliminate it

6. Pooling reserves

As one organisation, the Trust pools its reserves and all funds are retained centrally. All funds
will be applied to education and the support of education for Trust students in line with the
Trust’s charitable objectives.

Pooling reserves creates a number of benefits for the Trust including, but not limited to, the
following:

o Culturally this is a move from ‘my academy’ to ‘all learners in the Trust’

o It creates flexibility and enables resources to be directed to the areas in most need
across the Trust to ensure all learners within our Trust are provided with the best
resources possible

e It supports the recovery plans for academies in financial difficulty, strengthening the
Trust’s overall financial sustainability in the medium term

e |t removes the need for every academy to maintain a minimum threshold of reserves
as a safety net, freeing up funds to use in the interests of learners across the
organisation.

The board of trustees will use pooled reserves from individual academies within the Trust in
the following circumstances:

e To direct funds to specific academies which are required to raise educational
standards.

e To direct funds to academies which require investment in facilities.

e To direct funds to facilitate the policies of the Trust which are being implemented to
support the Trust’s vision.

Each individual academy is expected to set and maintain a balanced budget that does not
exceed its annual income. Funds from trust reserves may be allocated according to the
reasons above, but will not be used to sustain staffing structures that cannot be funded from
the an academy’s own income.

The Trust must have due regard to the needs of each individual academy and there is an
appeals mechanism in place. If an individual academy’s Principal feels that the academy has
been unfairly treated in relation to use of pooled reserves, they should first appeal to the Trust.
If the Academy Principal’s grievance is not resolved, they may then appeal to the Secretary of
State for Education, whose decision will be final and who may dis-apply the provisions for
pooling in relation to the Trust.

Pooling reserves carried forward allows the Trust to respond more effectively to its priorities.
It is acknowledged that as a consequence of following this policy the offer to new academies
needs to be clear and strong.

To this end, the Trust will honour projects earmarked for use of reserves at the point of
conversion, on the proviso that (where this level of reserves exists) funds representing the



equivalent of 6% of the existing reserves for the academy are committed to the overall
reserves of the Pennine Trust.

7. Monitoring and review

This policy will be reviewed and approved annually by the resources committee on behalf of
the board of trustees.



