


Reserves Policy for Newbiggin Town Council
1. Introduction
Newbiggin Town Council is required by statute to maintain adequate financial reserves to meet the needs of the organisation and to ensure sound financial management. This policy outlines the Council’s approach to managing its reserves, including General Reserves (unallocated) and Earmarked Reserves (allocated for specific purposes). The Council will ensure that reserves are maintained at a prudent level to support its operations, manage risks, and deliver services effectively.
2. Policy Aims
· To maintain an appropriate balance between holding excessive reserves and retaining a prudent level of funds.
· To ensure reserves are held at an adequate and appropriate level for the Council’s needs.
· To rely on advice from the Responsible Finance Officer (RFO) when determining reserve levels, particularly during the annual budget-setting process.
· To avoid accumulating excessive reserves that could be seen as holding public funds unnecessarily.
· To adopt a transparent and accountable approach to managing reserves as part of overall financial stewardship.
· To maintain earmarked reserves for specific projects, asset maintenance, and future commitments.
3. Definitions
General Reserve (Contingency):
· The General Reserve is not ring-fenced for any specific expenditure and is intended to cover:
· Uneven cash flow.
· Unexpected or emergency expenditure.
· Short-term financial pressures.
· The General Reserve will be replenished as part of the annual budget process if it has been utilised for unexpected or emergency expenditure.
Earmarked Reserves:
· Earmarked Reserves are ring-fenced for specific purposes, such as:
· Capital projects (e.g., play area redevelopment, infrastructure improvements).
· Future liabilities (e.g., elections, insurance excesses).
· Carry-forward of underspent budgets for committed projects.
· Earmarked Reserves will be established based on anticipated needs and reviewed annually to ensure they remain relevant.
4. Legislation and Guidance
This policy is informed by the following legislation and guidance:
· Local Government Act 1972, Section 111: Supports the Council’s ability to adopt a Reserves Policy as part of responsible financial management.
· Local Government Finance Act 1992, Sections 32 and 43: Requires the Council to consider reserve levels when calculating its budget requirement and precept.
· Governance and Accountability for Smaller Authorities in England (JPAG Practitioners’ Guide 2024): Recommends maintaining General Reserves equivalent to 3-12 months of net revenue expenditure, with smaller authorities typically aiming for the lower end of this range (3 months or 25%).
· The Good Councillor’s Guide to Finance and Transparency (NALC, 2018): Emphasises the importance of maintaining appropriate reserve levels and having a clear Reserves Policy.
5. Recommended Reserve Levels
· General Reserve: The Council will aim to maintain a General Reserve equivalent to 25% of net revenue expenditure (NRE), which is the difference between budgeted income and expenditure, excluding capital expenditure and transfers to reserves. This level will be reviewed annually based on the Council’s financial risk assessment.
· Earmarked Reserves: There is no statutory limit on Earmarked Reserves, but they must be held for genuine and identifiable purposes. The level of Earmarked Reserves will be reviewed annually and justified as part of the budget process.
6. General Reserve (Contingency)
· The General Reserve will be used to manage:
· Uneven cash flow.
· Unexpected or emergency expenditure (e.g., staff absences, legal costs, insurance claims, natural disasters).
· Short-term financial pressures (e.g., inflation, cost of living crises).
· The General Reserve shall not fall below 30% of routine budget expenditure to ensure the Council can meet unforeseen costs.
7. Earmarked Reserves
· Earmarked Reserves will be established for specific purposes, such as:
· Play Area Maintenance: To fund the redevelopment and maintenance of play areas.
· Elections: To cover the cost of by-elections and general elections.
· Capital Projects: To fund major infrastructure improvements or asset replacements.
· Insurance Excesses: To cover potential insurance claims not met by insurers.
· Expenditure from Earmarked Reserves must be authorised by the Council and used only for their designated purposes. Any unspent funds will be carried forward to the next financial year.
8. Review and Monitoring
· The Council will review its Reserves Policy annually as part of the budget-setting process.
· The level of reserves will be monitored regularly by the Finance & HR Committee, with reports presented to full Council.
· Any significant changes to reserve levels or purposes will require approval by full Council.
9. Transparency and Accountability
· The Council will ensure transparency in the management of reserves by including detailed information about reserve levels and usage in its annual budget and financial reports.
· The Council will communicate the purpose and level of reserves to stakeholders, including residents, to demonstrate responsible financial management.
10. Conclusion
This Reserves Policy sets out Newbiggin Town Council’s approach to maintaining an appropriate level of financial reserves to support its operations and fulfil its responsibilities to the local community. By adopting this policy, the Council commits to:
· Regularly reviewing the adequacy and purpose of its reserves.
· Making transparent, evidence-based decisions when setting reserve levels.
· Utilising reserves judiciously and only for their intended purposes.
· Aligning reserve management practices with relevant legislation, regulations, and sector guidance.
Approval and Adoption
This Reserves Policy was approved by Newbiggin Town Council and will be reviewed annually to ensure it remains fit for purpose.
This policy ensures that Newbiggin Town Council maintains a robust financial position, enabling it to deliver services effectively, plan for the future, and respond to challenges as they arise.




