 Money Management

A policy framework for ‘Looking after the Money’
1. Introduction
This guidance applies to all community groups whose activities are charitable regardless of whether the charity is registered, excepted or exempt.
The charity’s governing document may have clauses relating to accounts and auditing.

If the Governing Document demands a higher standard than that currently required by the Charity Commission, then the Governing Document must be observed.
Although the Treasurer/Secretary may prepare the accounts and the Trustees' Annual Statement, ALL trustees, not just the Treasurer, are responsible for both their content and accuracy.
The Trustees should formally approve the report and accounts at a meeting before the AGM
Community groups should follow best practice in dealing with financial matters and should design their financial information system to be transparent to all. The system should be designed to protect the treasurer and all trustees from risk 
The Charity Commission website lists all registered charities, names of trustees and the income and expenditure for each year. 

This transparency is welcomed by the public and funding agencies and sets the tone for the way charities should present their annual accounts (and annual report) to their communities. 
Charity trustees are laymen - goodwill and trust are all that is required. 

Neither treasurers nor trustees need accountancy skills - the Charity Commission requirements are for simple accounts which can be achieved by anyone, with or without book-keeping knowledge. 
2. Financial obligations under Charity Law

All charities must:
· Prepare and maintain accounting records. These records (cash books, invoices, receipts etc) must be retained for at least six years 

· Prepare accounts. 

· Make the accounts available to the public on request. This is vital underpinning to the principle of public accountability, and must be complied with in all cases. It is open to trustees to make a reasonable charge to cover the costs of complying with the request (e.g. photocopying and postage). As a matter of good practice we recommend that a copy of the Trustees' Annual Report should, wherever possible, be sent with the accounts.

· State the fact that they are a registered charity on documents such as fundraising appeals, advertisements for events, letters, cheques, bills, invoices and receipts.
3. Complying with the Legislation
Keeping Accounting Records
Income and Expenditure records should be kept for 6 years. The records should comprise:

· Bank statements

· Cheque books (used and currently in use)

· Paying In books (used and currently in use)

· Vouchers for income and expenditure

· Cash analysis book detailing every item of income and expenditure in categories that will be replicated in the annual statement of account to the standard required by the Charity Commission 

· Petty Cash Account (if used) with supporting vouchers

· A copy of the Minutes of every meeting to show authorisation for expenditure and other decisions of the Trustees relating to financial matters.
Preparing Accounts
Charities with an income below £250,000 can choose to prepare 'simple' accounts.

Charities with an income over £250,000 must prepare accrual accounts. Seek advice on the preparation of accrual accounts.

Simple accounts require a statement of income and expenditure. Items should be grouped in categories - detail is not required.

To complete the annual statement, balances held in all bank accounts and investments should be stated.

Organising Transactions in Categories
Categories are the column headings from a cash analysis book. Usually these will be about 6 income items and maybe a few more expenditure items.
INCOME
· Donations, legacies and grants

· Fundraising events 

· Members’ subscriptions 

· Hire of hall and equipment

· Interest on deposit account 

· Dividends on investments
EXPENDITURE
· Cost of fundraising events

· Repairs and maintenance 

· Light and heating 

· Water and sewerage 

· Insurance 

· Administration 

· Bank interest and charges 

· Wages and National Insurance 

Restricted funds and Endowment funds 

These must be accounted for either as individual items in the receipts and payments summary account or by separate accounts. Purchase or sale of assets must be similarly accounted for.
Assets
The assets essentially are the amounts held in bank and building society accounts and other invested funds. It is not necessary to value fixed assets such as the building and its equipment although an inventory should be kept. 
Audit or Independent Examination
A Professional Audit is required if income exceeds £500,000.

An independent examination of accounts will suffice for charities with income £25K - £500K but it must be done according to Charity Commission guidance and a certificate of examination issued.

This minimum level of checking accounts is recommended for all charities even if income is below £25,000.
4. Looking after the money – doing it right

Making Decisions on financial matters
A well managed charity will have a Finance Policy which will guide financial decision making and establish procedures for good management of money.
Some elements of a finance policy will be in the Governing Document but older documents will be minimal on this issue and there may be some omissions which the committee would like to address. The main features are:

· What the trustees can lawfully use the trust money for

· Whether, and in what circumstances, it is lawful for a trustee to be re-imbursed or paid for goods or services

· The arrangements for independent examination or auditing of accounts

· Who has authority to sign cheques

· Who should receive the bank statements

· A statement about reserves and to what extent they should be regarded as ‘restricted funds’.

· Reporting requirements for the treasurer to observe (how often to report to committee and what format or detail will be expected)

· Arrangements for insuring trust property and frequency of reviews

· Arrangements for paying creditors

· Arrangements for handling income and payment into the bank

· Arrangements for taking bonds or deposits from hirers and for the payment of balances 

Some of these issues can be presented as POLICIES and others are more detailed statements of PROCEDURES. It is best to differentiate between the two although they may be presented in the same document. 

EXAMPLE

FINANCE POLICY

1. The Trustees will manage the assets of the charity in accordance with the Greenacres Village Hall Trust Deed dated 1st March 2001.

2. The Trustees will insure the Trust Property with a reputable Insurance Company on an ‘All Risks’ basis for its full rebuild value; the sums insured shall be reviewed at each policy renewal.

3. Financial records will be kept to ensure that Greenacres Village Hall meets its legal and other obligations under Charity Law, Revenue and Customs and common law.

4. The financial year will end on 31st December and accounts for each financial year will be drawn up and approved by the trustees prior to being presented to the Annual General Meeting held in March.

5. The accounts will be independently examined by an auditor or examiner of accounts appointed by the AGM

6. The Trustees will approve an income and expenditure budget prior to the start of each financial year.

7. The Trustees shall approve a Reserves Policy and determine the extent and nature of reserves designated as Restricted Funds.

8. All funds will be held in accounts in the name of Greenacres Village Hall at such banks and on such terms as the Trustees shall decide. All cheques and transfer documents shall require the signatures of two of three Trustees authorised by minute of a Committee Meeting.

9. The Treasurer shall present a financial report to every meeting of the Trustees: the format and content of the report to be decided by the Trustees.

10. All expenditure shall be properly authorised and documented; all income shall be paid into the bank without delay.

Looking after the money – doing it right
Avoiding pitfalls
Looking after money may not need formal training in book-keeping but it does require: 

· a formal framework (the finance policy) 

· discipline and 

· dedication 

The temptation to take short cuts should be resisted - it will have unintended consequences which will lead to problems for treasurer, trustees and the independent examiner.
Cash handling
Fundraising events and payments by hirers generate cash which has to be counted and banked. It is a chore and it has elements of risk so where possible ask for payment by bank transfer or cheque. 

Treasurers receiving cash should ask the payer to complete a ‘pay-in’ slip showing the source of the money, the date, the payer’s name and the amount. If practical, the cash should be checked in the presence of the payer.

Cash received should be paid into the bank as soon as possible and without any deduction. 

Do not use the cash to fund petty cash purchases or to pay bills. 
(This may seem a good idea but it corrupts the audit trail which should be able to trace income records in the accounts through to the bank statement.)
Petty Cash
Keep a petty cash book on the ‘imprest account’ principle: the treasurer draws a cheque for (say) £50 and cashes it at the bank. 

All cash payments are made from this amount and recorded in the petty cash book and matched with a receipt or(where a receipt is not available) a petty cash voucher. 

When the £50 is almost exhausted, the treasurer adds up the petty cash account book and draws a cheque to match the total, which with cash in hand will then equal £50.

Contracts for goods and services
Trustees must never agree to the purchase of goods or services unless they have evidence that there are sufficient funds already available to settle the account.

Do not pay for goods and services or wages in cash. 
You may inadvertently be contributing to the black economy (which is fraud). Always use either cheque or bank transfer and insist on a genuine invoice for the goods

Payments to Trustees
You must not make payments to trustees for services they provide unless the charity Trust Deed allows it and the Trustees have approved it at a meeting where the beneficiary trustee was not present.

Payments to employees
Always follow HMRC guidance when engaging an employee – ask for a P45 and advise HMRC that you have a new employee and ask for tax code (or exemption certificate if the employee is not liable to tax or NI deductions). Failure to make the required deductions from pay would land trustees in deep trouble with liability to make good deductions for up to 6 years past and liability for a fine equal to the underpayment. (Anyone presenting themselves as self employed should be asked for proof (Unique Tax Reference and NI No.). No insurance is available to cover trustees who get this wrong!

Cheque signing
Cheques should be fully made out before any signature is appended and the cheque should be checked by both signatories against the actual invoice which is being paid - the invoice should be endorsed with the cheque number, marked PAID, dated and initialled by both signatories. 

NEVER sign cheques in advance!

5. Looking after the Money - Doing the job well
Standard recording of transactions
Records should contain sufficient detail for each transaction to be tracked back to source: simply recording amounts in figures will rarely be adequate. It makes no difference whether the record keeping is manual or computerised - the transaction detail is still required and is equally important in reviewing the accounts.

Ideally there is a voucher to match each transaction - these might be 

· invoices

· expense claims 

· copy of hiring agreement/invoice for hire

· a memo written by the person handing in the money giving information about the source of the cheque or cash payment.

The use of a common recording format such as that shown below will be welcomed by auditors.
Transaction Form 
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6. Reports to Regular Meetings of Trustees
The Treasurer’s report to the regular meetings of the trustees is a vital component in the management strategy of the organisation. The trustees are collectively accountable for the conduct of the organisation – it is not the treasurer’s prerogative to ‘control’ the finances of the organisation!

The Treasurer’s report should give a clear picture of the current state of the accounts in relation to the previously agreed budget for the year. There should be a copy for every trustee.

At the minimum the report should state:

· List of payments made since last report

· List of receipts since last report

· Bank balances – all accounts

· Movements between bank accounts

· Summary account compared with budget for year with variations indicated (in % terms)

· List of any amounts outstanding to creditors and from debtors

· Ideally the format of the monthly report should follow that of the annual report in terms of categories of income and expenditure.

This is a formidable list if the Treasurer is using traditional hand written analysis books. This is where treasurers using a computer to assist them in their work would have a tremendous advantage in being able to produce a standard format of report monthly with all the data electronically collected and displayed.

Example: Quarterly Report to Committee meeting

	Greenacres Village Hall

	Income and Expenditure Account

	1st January 2010 - 31st March 2010

	
	
	
	
	
	

	Category
	Expense
	Income
	+/-
	Budget
	Difference

	Events
	
	£219.40
	
	£200.00
	£19.40

	Hire of Hall
	
	£1,500.00
	
	£1,250.00
	£250.00

	Bank Interest
	
	£5.49
	
	£5.00
	£0.49

	Cost of Fundraising
	£10.63
	
	
	£20.00
	£9.37

	Rates & Water Charges
	£45.48
	
	
	£46.00
	£0.52

	Insurance
	£290.76
	
	
	£395.00
	£104.24

	Energy
	£591.00
	
	
	£550.00
	-£41.00

	Total
	£937.87
	£1,724.89
	£787.02
	
	


	Balances at Bank
	 As at 1st January
	As at 31st March

	Current Account
	£301.10
	£1,082.63

	Reserve Account
	£10,000.00
	£10,005.49

	These balances include £0.00 Restricted Funds


The report shows a surplus for the period of £787.02 and some variations in forecast (budget) which can all be ‘accounted for’ by reference to the records. Comparison with the budget is a good way to keep a handle on what is actually happening during the year. 

The BOSS Project

EASY ACCOUNTS 

for voluntary community groups

· The Programme is suitable for small charities with no more than 2 linked accounts and turnover below £250,000 that have chosen ‘simple accounts’ rather than ‘accrual accounts’.*

· The Programme is Windows based requiring 8Mb of memory and runs on any version of Windows from 95 to Windows 7, Linux and Mac OS

*An upgrade is available that can handle accrual accounts and multiple bank accounts

Features of the BOSS Easy Accounts Programme

1. Enter each transaction ONCE – that is all you have to do!

2. The programme uses the transaction data to generate a range of reports

3. Regular receipts and payments are entered into a Schedule, saving you time

4. Bank reconciliation is recorded as you do it

5. A 'Report' for Committee can be generated in 30 seconds

6. Budget monitoring is automatic – budget reports generated in 30 seconds

7. A summary report for the year takes about 30 seconds to produce

Why you need Easy Accounts for your charity
· Anyone can do it – no accounts training needed

· It will save you time and reduce pre-meeting stress

· Auditors will love it – it makes their job easy too!

· Easier to recruit a new treasurer with this system

· It is a low cost system with no recurring charges

Price: £15 + £2.99 P&P

Order from: http://www.bossguidesonline.co.uk

