COUGHTON PARISH COUNCIL
RESERVES POLICY

1. PURPOSE
1.1 This policy sets out how Coughton Parish Council (“the Council”) determines, manages, and reviews its financial reserves.
1.2 The purpose of holding reserves is to ensure the Council:
· Maintains financial stability
· Can manage unforeseen costs
· Funds future planned expenditure
· Protects services to the community
1.3 This policy is prepared in accordance with JPAG Practitioners’ Guide and NALC financial guidance.

2. TYPES OF RESERVES
The Council maintains two types of reserves:
2.1 General Reserves
General reserves are funds not earmarked for specific purposes and are held to:
· Manage unexpected expenditure
· Provide cash flow stability
· Cover short-term financial risks

2.2 Earmarked Reserves
Earmarked reserves are funds set aside for specific projects or liabilities, such as:
· Planned maintenance or asset replacement
· Election costs (if applicable)
· Community projects
· Capital expenditure
Earmarked reserves must be clearly identified and recorded.

3. LEVEL OF GENERAL RESERVES
3.1 The Council will aim to hold General Reserves equivalent to between 3 and 12 months of net revenue expenditure, in line with JPAG guidance.
3.2 The exact level shall be determined annually based on:
· Budget size
· Income stability
· Known financial risks
· Planned expenditure commitments
3.3 For a small parish council such as Coughton, the Council will typically aim for a level closer to the lower end of this range unless specific risks justify higher reserves.

4. USE OF RESERVES
4.1 General reserves may be used for:
· Unexpected or urgent expenditure
· Temporary funding gaps
· Emergency repairs or unplanned costs
4.2 Earmarked reserves may only be used for their specified purpose unless formally reallocated by Council resolution.
4.3 Any use of reserves must be:
· Approved by full Council
· Recorded in the minutes
· Reflected in financial reporting

5. CREATION AND TRANSFER OF RESERVES
5.1 The Council may create new earmarked reserves by resolution.
5.2 Transfers between reserves must be:
· Clearly documented
· Approved by Council
· Recorded in accounting records
5.3 The RFO shall ensure all reserve movements are properly reported.

6. REVIEW OF RESERVES
6.1 Reserves shall be reviewed:
· Annually during the budget-setting process
· At year-end as part of financial reporting
· Following significant changes in Council activity or risk
6.2 The Council shall consider whether:
· Reserve levels remain appropriate
· Earmarked reserves are still required
· Excess funds should be reallocated or used

7. TRANSPARENCY AND REPORTING
7.1 The Council shall report reserves clearly in:
· Annual budget papers
· Year-end accounts (AGAR Section 2)
· Financial statements presented to Council
7.2 Earmarked reserves shall be clearly itemised where possible.

8. RESPONSIBILITIES
8.1 Council
The Council is responsible for:
· Approving the level of reserves
· Approving transfers or use of reserves
· Reviewing reserve adequacy annually

8.2 Responsible Financial Officer (RFO)
The RFO is responsible for:
· Maintaining accurate reserve records
· Reporting reserve levels to Council
· Advising on appropriate reserve levels
· Ensuring proper accounting treatment

9. RISK CONSIDERATIONS
The Council recognises that insufficient reserves may:
· Reduce financial resilience
· Increase reliance on emergency funding
· Limit the Council’s ability to respond to unexpected costs
Conversely, excessive reserves may:
· Result in inefficient use of public funds
· Reduce value delivered to the community
The Council will therefore maintain a balanced and justified reserves position.

10. REVIEW
10.1 This policy shall be reviewed annually as part of the budget-setting process.
10.2 Any changes must be approved by full Council resolution.

ADOPTION
This Reserves Policy was adopted by Coughton Parish Council on:
Date: ___________________________
Signed (Chair): ___________________________
Signed (Clerk / RFO): ______________________


