Reserves and Balances Policy — R&BP2025

\, 0;.
-\ AY)
Chandler’s Ford Parish Council 'Wﬁ
Reserves and Balances Policy Chandler’s Ford

Parist, Council

Introduction

A key component of sound financial and risk management is ensuring that the Parish Council maintains
adequate reserves and balances. These reserves are crucial for meeting known future commitments or
addressing unforeseen, unexpected, or emergency expenditure. This policy outlines the process by which the
Council determines, manages and regularly reviews the level of reserves, ensuring financial resilience and
the ability to respond effectively to emergencies.

The Local Government Finance Act 1992, Sections 32 and 43, requires local authorities to consider the
necessary level of reserves when calculating their budget requirement. While there is no prescribed
minimum level of reserves, the Responsible Finance Officer (RFO), in this case, the Clerk, will provide advice
to the Council on an appropriate reserves’ strategy based on the Council's financial position and risk profile.

There are two types of reserves — Earmarked or General Fund. Reserves are not held to fund ongoing
expenditure.

Ear Marked Reserves

Earmarked Reserves are amounts set aside for specific items of expenditure, typically accumulated over time,
to address known or predicted liabilities or projects. These reserves have clear purposes and limitations on
their usage. Once used, Earmarked Reserves are not typically replenished unless explicitly required by the
Council.

The level of earmarked reserves should be reviewed by the Policy and Finance Committee as part of the
annual budget setting process, linking to the Council’s Project Plan, with recommendation to Full Council if
necessary.

Proposals to create, modify, or dissolve Earmarked Reserves must be presented to the Policy and Finance
Committee and approved by Full Council. Expenditure from Earmarked Reserves can only be authorised by
Full Council

Any external grants, or funding, received by the Parish Council will be managed in accordance with the terms
of the grant or funding agreement. Where appropriate, these funds may be placed into Earmarked Reserves
for specific projects, ensuring compliance with the conditions of the funding.

Earmarked Reserves should be used within a reasonable timeframe in accordance with the project or liability
they are intended for. If funds remain unused for a prolonged period (e.g., 3-5 years), their status will be
reviewed by the Policy and Finance Committee to determine whether they should be reallocated or
dissolved.
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General Fund

The General Fund, also known as the 'working balance', is designed to ensure the Council can cover
unexpected expenses, manage cash flow fluctuations, and respond to emergencies. The Local Government
Association's Good Councillors Guide (2017) recommends maintaining reserves equivalent to 3 to 12 months
of expenditure. In line with the current Financial Risk Assessment, Chandler’s Ford Parish Council targets
maintaining a reserve equivalent to 4 months' expenditure.

The General Fund will primarily be built up through annual budget allocations, with any amounts used in the
previous year to be replenished. The level of the General Fund should be reviewed annually as part of the
budget-setting process to ensure it remains adequate for the Council’s risk profile and financial requirements.

Governance and Review

The Policy and Finance Committee will review reserves annually as part of the budget-setting process. This
review will assess the adequacy of both Earmarked Reserves and the General Fund in light of the Council's
financial situation, risk profile, and strategic priorities. The Clerk (Responsible Finance Officer) will provide
a report to the Committee with recommendations for adjustments if needed, which will then be presented
to Full Council for approval.

Section 106 Money and Community Infrastructure Levy (CIL)

While the Parish Council may not currently hold reserves related to Section 106 money or the Community
Infrastructure Levy, these funds are important for the future growth and infrastructure needs of the
community. The Council will maintain a clear policy for the management, allocation, and use of such funds
when they are received.

Section 106 Money

Section 106 agreements are typically negotiated as part of the planning permission process and are
intended to mitigate the impact of development on the local area. These funds are usually earmarked for
specific projects such as infrastructure improvements, community facilities, or open space enhancements.

Policy on Management

e Section 106 money will be held in Earmarked Reserves specifically designated for the projects
outlined in the agreement.

e The use of Section 106 funds will be determined by the terms of the agreement, with clear
documentation outlining the purpose and restrictions for their use.

e Expenditure from Section 106 reserves must be authorised by Full Council, in alignment with the
terms of the agreement and any associated planning permissions.

e The Council will regularly review and monitor the use of Section 106 funds to ensure they are
allocated and spent in line with the specific requirements of each agreement.

Future Planning:

If and when Section 106 money is received, the Policy and Finance Committee will review the available
funds and make recommendations to Full Council regarding the appropriate allocation for specific projects.
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Community Infrastructure Levy (CIL)

The Community Infrastructure Levy is a financial contribution from developers to fund infrastructure
projects that support development. CIL funds can be used for a broader range of projects than Section 106
funds and may be applied to anything that benefits the community's infrastructure, such as transportation
improvements, parks, or community buildings.

Policy on Management

e CIL funds will be held in Earmarked Reserves for specific infrastructure projects identified within
the local development plan or by Full Council.

e The Parish Council will use CIL funds to support projects that align with local planning priorities and
infrastructure needs, as identified through public consultation or the Parish Council’s strategic
plans.

e Expenditure from CIL reserves must be authorised by Full Council, and projects must comply with
both legal requirements and the local planning framework.

e The Policy and Finance Committee will review CIL funds annually and propose appropriate projects
for allocation, ensuring transparency and accountability in how these funds are spent.

Both Section 106 funds and CIL funds will only be used for purposes outlined in the relevant agreements
and will be spent in compliance with any legal and regulatory requirements. The Council will ensure that all
necessary documentation is maintained for auditing and transparency purposes.

Future Planning

As CIL funds become available, the Parish Council will assess the needs of the community and consider the
best use of these funds. The Policy and Finance Committee will bring forward proposals to Full Council to
ensure that CIL funds are spent appropriately, in line with local development and infrastructure needs.

While the Parish Council does not currently hold reserves for Section 106 or Community Infrastructure Levy
funds, the Council will ensure that when such funds are received, they are managed effectively in line with
relevant regulations and planning agreements. The reserves policy will be reviewed periodically to account
for any changes in local development or funding mechanisms, ensuring that the Council is prepared to
handle these funds responsibly when they become available.

Policy Version — R&BP2025
Adopted by Full Council — 12 May 2025
Date for next review — July 2027
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