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1. Purpose 
 
This paper outlines the procedures and processes for dealing with 
reserves. 
 
2.  Process 
As part of the budget setting process agreed by the Trust, the Finance 
Department always establishes central reserves for the following; 

 

• Wage awards, and 

• Non pay inflation. 
 

2.1 Wage Award 
The wage award reserve will be set to cover the costs of the annually 
agreed wage awards for NHS employees.  
 
2.2 Non-pay Inflation 
The non-pay inflation reserve will be set following Department of Health 
guidance.  
 
2.3  Additional reserves  
These may also be established at the discretion of the Trust Board and on 
occasion at the suggestion of the Strategic Health Authority. Such 
reserves may be;  

 
a. a general reserve,  
b. a contingency reserve,  
c. a specific reserve (e.g. for 2007/08 we have received a non 

recurring allocation of £315k relating to Hospital Acquired 
Infections) 

d.  or an activity reserve. 
 

3. Procedures 
 
3.1 All reserves will be separately identified and monitored and reported 

on individually throughout the year as part of the monthly Finance 



report. A full audit trail will be maintained within the Finance 
Department and reconciled monthly. 

 
 
  In accordance with SFIs, the allocation of reserves, unless specifically 
agreed by the Trust Board, will be delegated to the Director and Deputy 
Director of Finance. Budgets will only be allocated to Divisional budgets once 
approved by either of these signatories. The main exception will be where 
specific reserves are held and allocation to budgets will also require the 
individual budget holders authorisation. 

 
 Uncommitted reserves remain under the control of the Chief Executive 
Officer or delegated officer. They will be used to support the variance from 
financial plan ‘bottom line’ on a month by month basis, on the advise of the 
Director of Finance. 
 

4. Recommendation 
 
4.1 The Board are asked to note the contents of this paper. 
 
 
 
 
  
Ross Dunworth 
Interim Director of Finance 
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