Memorandum

TO:
Marketing Manager

FROM:
Company President

RE:
Discretionary Reserve Fund

In the years since the founding of this company, I’ve asked the marketing department to develop plans that were within the budget the firm has allocated to you.  At times, I know this has meant that certain initiatives could not be pursued ( because the financial resources weren’t available.  Now, the company has sufficient financial resources that I have decided to authorize a discretionary reserve fund for the exclusive use of the marketing department. This should give your division more flexibility in today’s increasingly competitive market. 

Starting immediately, a reserve fund (that is, a discretionary budget) of $___________________ is available that you can spend on marketing department budget items you feel are important for achieving your strategy objectives.  

You may spend the reserve fund all at once, across marketing plan periods, or not at all.  Interest income at the rate of 6% on any unspent reserve funds will be added to your financial results.   If, and when, your reserve funds are depleted, you will be restricted to keep your spending within your annual budget.

Although you should carefully consider the likely benefits before drawing on these reserve funds, you do not need to formally justify (to my office) the spending of these funds.  Rather, if the cost of implementing your plan exceeds your budget allocation, I will just assume that you want extra expense drawn from your discretionary reserve fund.  Your future financial reports will automatically track and report the amount of remaining reserve funds.  

