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Purpose of Report

This paper is coming to the Integration Joint Board (IJB)

For approval − For endorsement To note

1.2 This report sets out the proposed Reserves Policy and Reserves Strategy for the North
Lanarkshire Integration Joint Board for consideration and approval and describes the
purposes for which reserves may be held.
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2.1
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Route To The Board

This paper has been:

Prepared By; Reviewed B y ; 1 Endorsed By;

Chief Financial Officer Chief Officer The Integration Joint Board Finance and Audit
Sub Committee

Recommendations

The IJB is asked to agree that the proposed Reserves Policy and Reserves Strategy for the
North Lanarkshire IJB be approved.

Background and Summary of Key Issues

4.1 The IJB has the same legal status as a local authority and is empowered to hold a General
Fund under section 106 of the Local Government (Scotland) Act 1973, as amended. A
Reserves Policy and a Reserves Strategy therefore requires to be developed to provide
security against unexpected cost pressures and to aid financial stability.

4.2 The Chief Financial Officer is responsible for determining the appropriate accounting policies
of the IJB and this includes the policy in relation to the holding and use of reserves. The IJB
approved its Financial Regulations on 8 March 2016 which included at section 5.11 the



requirement of the IJB to approve a Reserves Policy to enable the Board to use its power to
hold reserves. The level of reserves required and their purpose will be agreed as part of the
annual budget setting process and will be reflected in the Strategic Plan agreed by the IJB.

4.3 Both usable and unusable reserves should be accounted for in the financial accounts and
records of the IJB.

Usable reserves include cash balances that can be utilised by the IJB as part of its
financial strategy to ensure effective management of the IJB's operations. Usable

reserves will take the form of a General Fund.

Unusable reserves are kept in order to manage the accounting processes fornon−current
assets, financial instruments and retirement benefits. The IJB is not empowered

to hold capital assets or to employ staff therefore unusable reserves will not be
required in the short term.

4.4 The UB will be able to use its power to hold a General Fund so that in some years it may plan
for a contribution to build up reserve balances, in other years to break even or to use a
contribution from reserves in line with the reserve policy. The IJB may also build up reserves
year on year as a result of unanticipated underspends.

4.5 The proposed Reserves Policy and Reserves Strategy is attached as an appendix and
provides the detail to support the governance for creating and holding a General Fund for
the IJB.

4.6 The proposed Reserves Policy notes that the level of the General Fund for 2016/2017 and
2017/2018 will be confirmed by the Chief Financial Officer as part of the year−end
accounting processes.

4.7 The General Fund will allow the IJB a degree of flexibility however, given the current
economic climate, the level of reserve must be proportionate and take cognisance of the
level of savings required to be delivered within the revenue budget. An optimum level of
reserves will require to be built up over time.

4.8 Earmarked Reserves relate to specific funds for specific purposes and will only be used for
these purposes, often spanning multiple years. Whilst these reserves are fully committed
and therefore not free to use, these too will be regularly monitored. Any change of use, or
decisions relating to residual balances will require the approval of the IJB.

4.9 It is recommended that any uncommitted underspend which occurs in 2016/2017 within the
IJB be transferred to the General Fund for the purposes of mitigating ongoing and future
budget pressures.

S. Conclusions

5.1 It is important for the long term financial stability of both the IJB and the parent bodies that
sufficient usable funds are held in reserve to manage unanticipated pressures from year to
year.

5.2 Similarly, it is also important that in year funding available for specific projects and
government priorities is able to be earmarked and carried forward into the following
financial year, either in whole or in part, to allow for spend to be committed and managed in
a way which represents best value for the IJB in its achievement of the national outcomes.



5.3 The proposed Reserves Policy and Reserves Strategy supports the Financial Regulations
which set out the financial governance framework that the IJB will operate within.

6. Implications
6.1 National Outcomes

This report relates to all national outcomes as effective governance arrangements will
ensure that the IJB can fulfil its statutory duties.

6.2 Associated Measure(s)
The implementation of the proposed Reserves Policy and Reserves Strategy will ensure
compliance with the Ii B's Financial Regulations.

6.3 Financial
6.3.1 This paper has been reviewed by Finance:

Yes No N/A

6.3.2 The Reserves Policy and Reserves Strategy is integral to the financial strategy for the IJB.

6.4 People
None

6.5 Inequalities
EQIA Completed:

Yes I El I No N/A 1

7. Background Papers
Finance and Audit Sub Committee 1 December 2016 Item No. 5 Reserves Policy
IJB 13 September 2016 Item No. 12 Financial Regulations
IJB 8 March 2016 Item No. 9 Financial Regulations and Delegated Budget

8. Appendices

Reserves Policy Appendix

Ci
.................................................................................
CHIEF ACCOUNTABLE OFFICER (OR Depute)

Members seeking further information about any aspect of this report, please contact Marie Moy on
telephone number 01698 453709.
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1. Background
1.1 As the North Lanarkshire Integration Joint Board (IJB) has the same legal status as a local

authority, i.e. a section 106 body under the Local Government (Scotland) Act 1973 Act, and is
classified as a local government body for accounts purposes by the Office of National
Statistics (ONS), it is able to hold a General Fund and this General Fund will be accounted for
in the financial accounts and records of the IJB.

1.2 To assist local authorities (and similar bodies) in developing a framework for reserves, the
Chartered Institute of Public Finance and Accountancy have issued guidance in the form of
the Local Authority Accounting Panel (LAAP) Bulletin 99 − Guidance Note on Local Authority
Reserves and Balances (July 2014). This guidance outlines the framework for reserves, the

purpose of reserves and some key issues to be considered when determining the
appropriate level of reserves.

1.3 The purpose of a reserve policy and reserves strategy is to:
outline the legislative and regulatory framework underpinning the creation, use or
assessment of the adequacy of reserves;
identify the principles to be employed by the IJB in assessing the adequacy of the IJB's

reserves;
• indicate how frequently the adequacy of the IJB's balances and reserves will be

reviewed; and
• set out arrangements relating to the creation, amendment and use of reserves and

balances.

2. Statutory/Regulatory Framework for Reserves
2.1 Local Government bodies, which includes the IJB for these purposes, may only hold reserves

for which there is a statutory or regulatory power to do so. In Scotland, the legislative
framework includes:

Reserve Powers
General Fund Local Government Scotland Act 1973

2.2 For each reserve there should be a clear protocol setting out:
• the reason / purpose of the reserve;
• how and when the reserve can be used;
• procedures for the reserves management and control; and
• the review timescale to ensure continuing relevance and adequacy.

2.3 Over recent years the Local Authority Accounting Code of Practice has also introduced a
number of technical reserves in line with proper accounting practice associated with capital
accounting and FRS17. These reserves are governed by specific accounting treatment and
do not form part of the general available reserves.

2.4 An example of how the protocol could be applied is outlined at section 8 of this policy.
Within a local authority context, all receipts and payments are made through the General
Fund. In respect of the IJB context, all receipts and payments will be administered through
the financial ledgers of the respective partners.



2. Statutory/Regulatory Framework for Reserves (Cont.)
2.5 The adequacy and relevance of each fund is reviewed by the Chief Financial Officer at the

end of each financial year and through the budget process. All recommendations for
movements in balances will be reported to the IJB either through the year−end report or as
part of the strategic commissioning plan and budget strategy.

3. Operation of Reserves
3.1 Reserves are generally held for three purposes:

create a working balance to help cushion the impact of uneven cash flows − this forms
part of the General Fund;
create a contingency to cushion the impact of unexpected events or emergencies −
this also forms part of the General Fund; and
create a means of building up funds, often referred to as earmarked reserves, to meet
known or predicted liabilities.

3.2 The balance of the reserves normally comprises of three elements:
• funds that are earmarked or set aside for specific purposes. In Scotland, under Local

Government rules, the liB cannot have a separate Earmarked Reserve within the
Balance Sheet, but can highlight elements of the General Fund balance required for
specific purposes. The identification of such funds can be highlighted from a number
of sources:
1) future use of funds for a specific purpose, as agreed by the IJB; or
2) commitments made under delegated authority by the Chief Officer, which cannot

be accrued at specific times (e.g. year−end) due to not being in receipt of the
service or goods;

funds which are not earmarked for specific purposes, but are set aside to deal with
unexpected events or emergencies; and
funds held in excess of the optimum level of reserves, as advised by the Chief Financial
Officer, and the identified earmarked sums. Reserves of this nature can be spent or
earmarked at the discretion of the IJB.

3.3 Reserve balances may be established or maintained through transfers to reserves approved
by the IJB throughout the year. Transfers made by these means will typically be for
committed expenditure in future years. Transfers can also be made for uncommitted
expenditure through the year−end process and following the approval of the IJB in order to
establish a contingency or working reserve balance.

3.4 It is the responsibility of the relevant partner to identify and notify the IJB of any
unbudgeted surplus that will require to be committed for future years. This will be through
a report to the IJB stating the circumstances leading to the unbudgeted surplus, setting out
the requirements for the unbudgeted surplus to be made available again in future years in
line with the Strategic Plan, providing a timescale for the use of the funds and the
consequence of not earmarking the funds. If approved by the IJB, the monies will be
committed within the General Fund as part of the year end process.

3.5 If the IJB decides to reject a proposed transfer to Reserves, the relevant party will retain the
surplus.



4. Role of the Chief Financial Officer
4.1 The Chief Financial Officer is responsible for advising on the optimum levels of reserves for

the IJB. The IJB, based on this advice, should then approve the appropriate reserve strategy
as part of the budget process.

5. Adequacy of Reserves
5.1 There is no guidance on the minimum level of reserves that should be held. In determining

the reserve levels, the Chief Financial Officer must take account of the strategic, operational
and financial risks facing the IJB over the medium term and the liB's overall approach to risk
management.

5.2 In determining the level of general reserves, the Chief Financial Officer should consider the
IJB's Strategic Plan, the medium term financial outlook and the overall financial
environment. Guidance also recommends that the Chief Financial Officer reviews any
earmarked reserves as part of the annual budget process and development of the Strategic
Plan.

5.3 The level of the General Fund for 2016/2017 and 2017/2018 will be confirmed by the Chief
Financial Officer as part of the year−end accounting processes and will take into
consideration the financial environment at that time. The value of reserves will be reviewed
annually as part of the liB's Budget and Strategic Plan. The level of other earmarked funds
will also be established as part of the annual budget process.

6. Reporting Framework
6.1 The Chief Financial Officer has a fiduciary duty to ensure proper stewardship of public funds.

6.2 The level and utilisation of reserves will be formally approved by the IJB based on the advice
of the Chief Financial Officer. To enable the IJB to reach a decision, the Chief Financial Officer
should clearly state the factors that influenced this advice. As a minimum the Chief Financial
Officer should consider the following:
• inflation and interest rates and their impact on future years budgeting

• cash flow estimates
• potential impact of demand led pressures
• insurance or contingency arrangements for major unforeseen risks

• future spending reviews

6.3 As part of the budget report the Chief Financial Officer should state:
• the current value of the General Fund, the movement proposed during the year, the

estimated year−end balance and the extent that balances are being used to fund
recurrent expenditure;
the adequacy of the General Fund in light of the IJB's Strategic Plan, the medium term
financial outlook and the overall financial environment;
an assessment of earmarked reserves and advice on appropriate levels and movements
during the year and over the medium term; and
if the reserves held are below the optimum levels as recommended by the Chief
Financial Officer, that the liB should be considering actions to meet the optimum levels
through their budget process.



7. Accounting and Disclosure
7.1 Expenditure should not be charged direct to any reserve. Any movement within Revenue

Reserves is accounted for as an appropriation and is transparent. Entries within a reserve are
specifically restricted to 'contributions to and from the revenue account' with expenditure
charged to the service revenue account.

7.2 Reserve balances are not a sustainable approach for balancing the IJB budget and should be
regarded as one−off funding only. The use of reserve balances will be dependent on the
nature of the reserve.

7.3 In respect of reserves committed for use in future years, the Chief Financial Officer will
confirm the approval of the IJB to the relevant party through the issue of a written direction,

as appropriate. It is ultimately the responsibility of the Chief Financial Officer of the IJB to
monitor and reconcile the use of earmarked funds and the earmarked reserve balance. In
order to assist, the relevant party must submit as part of their quarterly monitoring an
update on use of earmarked reserve balances.

7.4 Uncommitted reserves, which have been established through the accumulation of
unbudgeted surpluses, may be used, subject to IJB approval, as a one off funding resource to
contribute to the budget in any given year. It will be the responsibility of the relevant party
to report to the IJB requesting approval for use of one off resources. The party must present
the value required: circumstances surrounding the unexpected expenditure; essential/non
essential expenditure; options already explored to fund the expenditure; and consequence
of not funding through reserves. If approval is given by the IJB, similar to the use of
committed reserves, the Chief Financial Officer will confirm the approval of the IJB to the
relevant party through the issue of a written direction, as appropriate.

8. Reserves Protocol

8.1 General Fund

Purpose of the The General Fund of the IJB will be utilised to hold balances generated within
Reserve the Income and Expenditure Account.

Use of reserve This represents the General Fund of the IJB and is used to manage the
financial strategy of the IJB. Any use of General Fund reserves has to be
approved by the IJB through the appropriate governance framework.

Management and Management and control is maintained through the established financial
Control management frameworks and by review through the year end and budget

process.


