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1. Purpose of the Policy
The purpose of this policy is to set out how West Huntspill Parish Council will manage and review its reserves in a manner that is compliant with the Accounts and Audit Regulations, NALC financial management guidance, and the Practitioners’ Guide (JPAG).
The policy ensures the Council maintains adequate financial reserves to meet the needs of the parish and to mitigate unforeseen risk.

2. Types of Reserves
The Council may hold two main types of reserves:
A. General Reserves
· These are held to meet unexpected or emergency expenditure.
· The Council considers it prudent to maintain general reserves equivalent to at least one year’s precept.
· This acts as a contingency against loss of income, legal claims, natural disasters, or other financial risks.
B. Earmarked Reserves
· These are held for specific purposes, such as planned projects, asset repairs or future liabilities.
· Earmarked reserves will be established by resolution of the Council and clearly recorded in the minutes and budget monitoring.

Examples of potential earmarked reserves:
· Election expenses
· Grounds and open space maintenance
· Asset replacement (e.g. play equipment, benches)
· Community infrastructure or capital projects

3. Management of Reserves
· The level and purpose of all reserves will be reviewed by the Council during the annual budget setting process and at quarterly financial reviews.
· Decisions to create, use, or close earmarked reserves must be agreed by the full Council and documented in the minutes.
· The Responsible Financial Officer (RFO) shall maintain a Reserves Register with clear descriptions and balances.

4. Use of Reserves
· General reserves may be used only in exceptional circumstances and must be replenished to target levels as soon as practicable.
· Earmarked reserves shall be used only for their intended purpose.
· Any unspent or uncommitted balance of an earmarked reserve may, by Council resolution, be returned to general reserves.

5. Audit and Transparency
· The Council’s reserves position will be reported in its Annual Governance and Accountability Return (AGAR).
· Reserve balances will be published as part of the Council’s financial statements, in accordance with the Transparency Code for Smaller Authorities.

6. Review and Approval
This policy will be reviewed annually as part of the financial year-end process and updated where necessary in response to changes in legislation or guidance.
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