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The Reserves Policy aims to ensure that the Institute for Systems Engineering (IfSE) can
maintain the reserves to a sufficient level so that IfSE can sustain its operations despite any
unexpected events (such as a failed ASEC); build for the future; and continue to be
financially viable. This policy allows IfSE to provide protection against any known financial
risks that are captured in the Strategic Risk Register.

Policy Owner Legal Directors
Policy Lead Finance Director
Audience IfSE Members
Legislation UK law

Formally Endorsed by IfSE Council
Endorsement Date TBC

Next Review Annual

1.  Introduction

This document sets out the need for a reserves policy and sets the threshold for the
reserves, including any limits that need to be applied.

2. Policy Statement

2.1 IfSE is a Professional Engineering Institution licensed by the Engineering Council.

2.2 IfSE acts as the UK Chapter of the International Council on Systems Engineering
(INCOSE), a not-for-profit membership organisation founded to develop and
disseminate the interdisciplinary principles and practices that enable the realisation
of successful systems.

2.3 IfSE has a reserve of unrestricted funds to enable us to deliver on our vision and
mission. The policy ensures that the reserve is efficiently and effectively managed,
administer and governed to protect the investment of the membership and minimise
the risk of disruption to the organisations operations due to a lack of funds, whilst
retaining cash flow into the future.
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2.4

3.1

3.2

4.1

4.2

We have calculated an appropriate risk reserves range for our organisation of £60 —
80k, depending upon the risk appetite and short-term financial commitments. This is
in addition to the standard working capital reserves, which need to be maintained at
a minimum level at all times.

Reserves Range fk
Financial impact of risk (see section 4) 60 — 80
Standard working capital (see section 5) 20-30
Commitments and long-term plans (see section 6) TBC
Minimum level 80
Maximum level 110
Reserves

This policy sets out IfSE’s unrestricted funds excluding any assets. These unrestricted
reserves include short-term investments and cash.

As part of effective financial management, IfSE holds reserves to ensure the effective
management of:

a. Financial Impact of Risk — There are a range of risks that could have a financial
impact to IfSE and are captured in the IfSE strategic risk register. If realised, these
risks could see a drop in income or unexpected increases in expenditure.

b. Working Capital — Included in this reserves policy are the operational costs for
IfSE including any debtors and stock. These reserves are to cover the day to day
running of the organisation and are not available for use for anything outside of
that function.

Financial Impact of Risk

To ensure that there is no significant disruption to IfSE activities, holding appropriate
reserves is essential to enable the organisation to respond to any unforeseen drops
in income to unexpected levels. Such events could be a failed ASEC or a big reduction
in UKAB membership, both of which are the major income streams for IfSE.

Predictions for the appropriate amount of reserves required are based on the largest
financial risk to IfSE, which is a failed ASEC, and could cost IfSE in the region of £60k.
Currently IfSE could only tolerate one failed ASEC, which has yet to be fully realised.
During the first year of the COVID pandemic, ASEC was held virtually and cost
INCOSE UK in the region of £30k due to the drop in income. The return to attended
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events has increased income and minimised the financial impact to the organisation,
but ASEC still holds a huge risk to the long-term viability of IfSE.

4.3 UKAB is another major income stream for IfSE and operates with minimal operating
costs. Based on a UKAB membership of 34 companies which returns a profit of
approximately £70k to the organisation. The risk around UKAB is maintaining the
membership baseline of 25 companies.

4.4 A detailed review of the financial risks is monitored on an ongoing basis at the 3Ps
and the quarterly Council meetings.

5. Working Capital

Working capital covers the operational costs for IfSE and represents the main cashflow of
the organisation. These funds are immediately available to IfSE and represent a significant
element of the reserves budget. The working capital fluctuates throughout the course of the
financial year, estimated between £15k and £120k, depending on the time of year, such as
membership and UKAB payments around June, and ASEC around Sept / Oct of each year.

Working Capital needs to be maintained at a minimum of £20k above the immediate
financial expenditure required by events such as ASEC.

6. Target Range for Reserves

6.1 The target range for the risk reserve is set at a minimum of £60k and a maximum of
£80k, to account predominately for a failed ASEC, and is based on annual analysis
around this event of the expenditure verses the profit margin. During COVID 19 ASEC
did not make any profit, but a return to attended events has rectified this,
particularly as membership continues and vendor marketing grows.

6.2 For an annual turnover of £/4m it is essential to keep this reserve and capitalise on
investments for growth and projected income streams into the future.

7. Responsibilities

7.1 The Officers are responsible for ensuring that the reserves are managed correctly
and in accordance with the interests of IfSE and the member base. The Officers are
responsible for monitoring, approving and governing the implementation of this
policy. The Officers are also responsible for the financial stability of the organisation.
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7.2 The Council is responsible for holding the Board of Directors to account over the
implementation of the Reserves Policy and to challenge any decisions taken over
investment, although these will not be taken in isolation of the wider Council

agreement in line with the IfSE TORs. The Council has responsibility for reviewing this
policy and making recommendations for approval of the Board.

7.3 The Finance Director is the policy owner and is responsible for managing the
reserves within the range and the reporting of the forecast, budgets and projected
use of funds to the Council on a quarterly basis.

8. Laws and Requlations

IfSE operates in accordance with, and governed by, the Law of England and the regulations defined
by the Engineering Council, which all Professional Engineering Institution must abide by.

9. Monitoring and Compliance

Reserve levels and forecast will be monitored as part of the quarterly and annual review
cycle, with reports made available to the Legal Directors and Council.

10. Review and Maintenance

This policy will be reviewed annually or in the event that there are any major organisational
changes that affect the effective running or longevity of IfSE.

11. Related Documentation

e Financial Risk Statement
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