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Introduction

Bishop Monkton Parish Councilis required to maintain adequate financialreserves to meetthe needs of
theorganisation. The purpose of this policyisto setouthowthe Councilwilldetermine and review the level
of reserves.

Sections32and43oftheLocalGovernmentFinance Act 1992 requirelocalauthoritiesto haveregard tothe
levelofreserves neededformeeting estimated future expenditurewhen calculatingthe budget requirement.
However, thereisno specified minimum levelof reservesthatanauthority should hold anditisthe
responsibility of the Responsible Financial Officer to advise the Councilabout the level of reserves and to
ensurethatthere are proceduresfortheir establishmentand use.

Types of Reserves
Reservescanbecategorised asgeneralorearmarked. Earmarked
reserves can be held for several reasons:

* Renewals—to enable servicesto plan andfinance an effective programme of vehicle, equipment and
infrastructure replacement and planned property maintenance. Thesereserves are amechanismto
smooth expenditure so that a sensible replacement programme can be achieved withoutthe need to vary
budgets.

« Carryforward of underspend - some services commit expenditure to projects, but cannot spend the
budgetinyear. Reservesareused asamechanismto carryforwardthese resources.

* Insurance reserve —to enable the Council to meet the excesses of claims not covered by insurance. ®
Otherearmarked reserves may be set up from time to time to meet known or predicted liabilities.

GeneralReservesarefundswhichdonothave anyrestrictionsastotheiruse.Thesereservescanbe used
tosmooththeimpactofunevencashflows, offsetthe budgetrequirementifnecessaryorcanbe heldin
case of unexpected events oremergencies.

Earmarked Reserves
Earmarked reserveswillbe established ona “needs” basis, inline with anticipated requirements.
Any decisionto setup areserve must be made by the Council.

Expenditure fromreserves canonly be authorised by the Council. Reserves should notbe heldto fund on-
going expenditure. This would be unsustainable as, at some point, the reserves would be exhausted. Tothe
extentthatreservesareusedto meetshorttermfunding gaps, they mustbe replenishedin the followingyear.
However, earmarked reservesthat have been usedtomeet a specific liability would not need to be
replenished, having served the purpose for which they were originally established.

AllEarmarked Reserves arerecorded onacentralschedule held bythe Responsible Financial Officer which
liststhevarious Earmarked Reservesandthe purposeforwhichtheyare held.

Reviewingthe Council’s Financial Risk Assessmentis partofthe budgetingandyearend accounting
procedures and identifies planned and unplanned expenditure items and thereby indicates an
appropriate level of Reserves.
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General Reserves

The level of General Reservesis amatter of judgement and so this policy does not attemptto prescribe a
blanketlevel. The primary means of buildinggeneralreserveswillbe through an allocationfromthe annual
budget. Thiswillbe inadditionto any amounts neededtoreplenishreservesthathave been consumed in
the previous year.

Settingthe level of General Reservesis one of severalrelated decisionsintheformulation of the mediumterm
financial strategy and the annualbudget. The Council must build and maintain sufficient working balancesto
coverthekeyrisksitfaces, asexpressedinitsfinancialrisk assessment.

Ifinextreme circumstances General Reserveswere exhausted dueto majorunforeseenspending
pressureswithin a particularfinancialyear, the Councilwould be able to draw down from its earmarked
reservesto provide shorttermresources.

Evenattimeswhenextreme pressureis putonthe Council’sfinancesthe Councilmustkeep a minimum
balance sufficientto pay one month’s salaries to staffin General Reserves at all times.

Note: The Parish Councilwillreviewthereserves atthe end oftheyear when consideringthe budgetfor
2025/2026 andthefigureswillbeincludedinthis policy afterthe review.
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