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1. Purpose
The purpose of this policy is to establish guidelines for managing and maintaining financial reserves for Finstall Parish Council.
2. Definitions
Key terms used:
· General reserve is the amount of money available for expected payments during the financial year, 
· Contingency reserve is the amount of money retained for use in an emergency and may be used to cover unexpected expenses or mitigating downturns in the economy. 
· Earmarked reserves relate to funds saved for a specific capital project.
3. Principles
The establishment and use of reserves for Finstall Parish Council will adhere to the following fundamental principles. These principles help ensure responsible financial management and maintain transparency and accountability as follows:

1. Prudent Financial Management: Reserves will be established and managed prudently to safeguard the financial stability of the council. They will be used to mitigate financial risks and ensure the council can continue to provide essential services.
2. Transparency: All decisions related to setting-up, funding, and use of reserves are to be transparent and well-documented. This transparency helps maintain public trust and accountability.
3. Accountability: The council and its officers, including the Clerk/Responsible Financial Officer, are accountable for the proper management of reserves. Clear procedures and records are be in place to demonstrate how reserves are managed and used.
4. Compliance with Legal Requirements: Reserves should comply with all relevant legal and regulatory requirements. This includes any specific legislation governing the use of reserves for parish councils.

5. Specific Purpose Reserves: The council’s reserves will have either a specific purpose or be designated for a particular use. This ensures that reserves are not used indiscriminately and that they serve their intended function, such as covering unforeseen expenses or funding capital projects.
6. Regular Review: The level of reserves and their purpose will be reviewed regularly to ensure they align with the council's financial needs and priorities. Adjustments should be made as necessary.
7. Conservative Budgeting: Reserves should not be used as a substitute for responsible budgeting. The council will adopt conservative and realistic budgeting practices to minimise the need to dip into reserves for day-to-day expenses.
8. Approval Process: Approving the use of reserves will be consistent with the council's decision-making procedures.
9. Balancing Long-Term and Short-Term Needs: Reserves should strike a balance between addressing short-term financial challenges and planning for the council's long-term sustainability. Different categories of reserves are likely to be established to address these varying needs.
10. Reporting and Communication: Regular reporting on the status of reserves will be provided to council members, staff, and the public. This reporting will include reserve balances, the purpose of each reserve, and any changes in reserve levels.
11. Legal and Professional Advice: If the council has any concerns about reserve management or compliance with legal requirements, it will seek legal and financial advice from qualified professionals.
By adhering to these fundamental principles, a parish council can effectively establish, manage, and use reserves to ensure its financial health and the continued delivery of services to the community.
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4. Reserve Categories
Finstall Parish Council will manage the following:
· General reserves
· Contingency reserves
· Earmarked reserves.
5. Reserve Levels
· General reserve will be equivalent to between 3 and 12 months of the net revenue expenditure.
· Contingency reserve funds will be kept in an easily accessible account that may earn interest.
· Earmarked reserves are set based on a “needs” basis and approved by the Council annually.
6. Funding Reserves
Reserves will be funded through the allocation of surplus funds from the annual budget, income via ‘planning gain’ such as Community Infrastructure Levy (CIL) or s106 agreements, or other sources.
7. Use of Reserves
Reserves will be used for their stated purpose. They are not to be used to reduce the impact of the precept on the council tax payer.
8. Approval Process
If the council is required to make use of funds from either the contingency reserve or the earmarked reserve, the resolution to do so will be included on the next meeting’s agenda.
9. Reporting and Transparency
The status of reserve balances and activities will be reported to each meeting alongside that month’s bank reconciliation.
10. Review and Revision
This policy will be reviewed one year after first adoption and at least annually thereafter. It will be updated to reflect changing circumstances and financial needs.
11. Legal Compliance 
Good practice guidance requires the parish council to have regard to the need to put in place a General Reserve Policy and have reviewed the level and purpose of all earmarked reserves. 
It is noted that as the parish council has no legal powers to hold revenue reserves other than those for reasonable working capital needs, or for specifically earmarked purposes, whenever the year-end general reserve is more than three times higher than the annual precept, an explanation must be provided for audit purposes.

~end~
image1.jpeg




