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Council Policy: Financial Reserves Policy 
Purpose 
This Policy provides a framework for the management of financial (cash-backed) reserves. 

Strategic Objectives 
• SCP 5 – Maintain a strong and capable organisation

Relevant Legislation 
• Local Government Act 1995, sections 6.2, 6.11 and s6.38
• Local Government (Financial Management) Regulations 1996, regulations 17, 18, 27

and 38

Policy 
Statement 
Reserves are established: 

1. as a strategic approach to ensure that cash is available in a timely way to fund
important initiatives;

2. to fund major expenditure which requires funds to be set aside over multiple
financial years; and

3. to set aside funds for specific liabilities.

Reserves will be managed to ensure that interest earnings are optimized and aggregated 
into the specific Reserve, maximising growth of the balance.  

Accounting practices and reporting will be conducted in accordance with the Local 
Government Act and associated Regulations.  Specifically, all transfers to and from reserves 
shall be reflected in the Annual Budget or approved budget amendment and informed where 
appropriate, by the Long-Term Financial Plan. 

Funds held in reserves should be actual funds received and not accruals or debtors raised 
in lieu of funds to be received at year end.   
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Classifications 
The following reserves and associated purposes ae established: 
 
Development Reserves 
Purpose Application 

Capital expense • Maintenance of major assets 
• Plant acquisition and/or replacement 

Operations Reserve 
Purpose Application 

Share Services charge • Information technology 
• Employee leave liabilities 
• Contingency for operational expenditure 

 
Evaluation and Review Provisions 
The effect of this policy will be re-evaluated annually as part of the Annual Budget process.  
The need for new reserves and the acquittal of existing will be documented and referred to 
Council for decision.   
 
The effectiveness of this policy will be measured by the adequate provision of reserve funds 
to provide funding for the future capital and operational needs.  If there are any significant 
changes to the Act, regulations or issued guidelines that warrant an earlier examination, the 
policy will be reviewed and referred to Council for further consideration. 
 
 
 

Adopted / Modified 
This policy is scheduled to be reviewed every 3 years 

 Meeting Date Resolution # Implementation Responsibility 
Council Adoption    
Council Review    
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