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Issue 3  Reserves Strategy  Nov 2024  

  
  

Hull and East Riding Chess Association - Reserves Strategy  

This document sets out the Reserves Strategy to ensure the Charity is able to meet its future 
financial commitments and to ensure that it has plans to use its funds for public benefit. It 
was drawn up in accordance with the Charity Commission guidance outlined in document 
CC19.   

Overall, the Charity has a low financial risk. The majority of the spending commitments are 
short term (within the financial year), at most some commitments stretch over two financial 
years but that is a small proportion of the overall funds available through the invested capital 
sum. The main recurrent income is from investments which is paid to the Charity quarterly.   

The financial strategy has been based on the prudent principle that the Charity will seek to 
protect the capital investment sum and use only interest and dividends earned. A review of the 
Investment Strategy and the Financial Strategy in 2023-24 cautiously modified this position. 
The Charity decided to protect the value of its capital investment sum by adhering to the 
principle of aiming to retain the value of the original investment based on the Bank of 
England’s inflation calculator. That principle acts as a brake on how much cash is taken from 
the endowment itself, above and beyond the annual dividend. The principle is a statement of 
intent that guides, not an inflexible rule. The Strategy builds a level of flexibility into the 
practical application of the principle; it defines the target figure that secures the value of the 
original investment as a sum subject to a 10% margin. The Strategy allows HERCA to access 
capital funds that exceed the target figure, as well as sums that fall within the 10% margin. 

 

The Executive Committee at its meeting in May 2024 activated the new facility and approved 
the notional drawdown of £22,800 from the capital sum to be available to underpin budgets 
in the financial years, 2024-25, 2025-26, 2026-27 and 2027-28. It is noted that the aim is to 
return the investment sum to its inflation-adjusted figure, and to maintain our search for 
grants and sponsorship.   
 

The amount of income required to promote the revised Chess Strategy will be agreed on an 
annual basis by the Trustees on the basis of a recommendation coming from HERCA’s 
Finance Group.  The expenditure of reserves is controlled through the setting and monitoring 
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of the annual budget and, where appropriate, the anticipation of medium-term expenditure for 
significant, well-defined projects.    

The reserves for the purpose of this strategy are defined as those unspent balances derived 
from investment income and other non-investment income (either restricted or unrestricted in 
its use), supplemented by the £22,800 approved for draw-down, if necessary.   

The reserves will be held in an account where they can be released within a maximum two 
week period.   
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1  Jan 2023  Revised    
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