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ORGANISATION :      
EXAMPLE FINANCIAL PROCEDURES AND CONTROLS FOR VOLUNTARY SECTOR GROUPS
(Based on guidance from Nottingham City Early Years Team, Community Accounting Plus, and Nottinghamshire Council for Voluntary Service)

DATE OF ADOPTION:        


PROPOSED DATE FOR NEXT REVIEW:       
IMPORTANT NOTES 


This document you’re looking at is only a ‘Specimen Draft’.  You need to adapt it to your own Organisation’s needs and circumstances.

An Organisation intending to use these Draft Procedures should discuss the amount of the financial limits required within the various sections, clarify any decisions required [indicated by text in square brackets and italics] and consider any additional wording required by their own particular circumstances.

The Managing Committee (or equivalent) should vote to adopt the final version of an amended document for their own organisation. This Resolution should be minuted, and the Dates of Adoption and Next Review should be entered in the space above.  Each Committee Member, and all senior Staff (Managers, Supervisors etc.) – both now and those appointed in future - should be given a copy of the final document and advised that failure to comply with these Procedures may be viewed as a Disciplinary Matter.

1. RESPONSIBILITIES OF MANAGEMENT COMMITTEE AND STAFF


1.1. The Management Committee is ultimately responsible for the financial control of the Organisation and for financial reporting to its Members and others.  


1.2. The financial procedures and controls set out within this document are binding upon all Committee Members, Officers and Staff of the Organisation, without exception, and failure to comply with them may be considered as a Disciplinary Offence.


1.3. All Committee Members and Staff have a responsibility to safeguard the resources of the Organisation and to use them in an economical and effective way in carrying-out its work.  Staff have a responsibility to raise with the Childcare Setting Manager (‘the Manager’), the Treasurer or the Management Committee any concerns they have about the financial administration of the Organisation.


1.4. All Staff and Management Committee Members are required to declare “Interests” which might influence their judgement, or which could be perceived to do so. (Note: “Declaring an Interest” is to officially state that you are connected with something or someone, and so you cannot be completely fair and independent when making a decision involving them – for example, in the awarding of a business contract, or in making an appointment for a job). Declarations of Interest that are made must be recorded in the Minutes of Meetings, and Committee Members must not participate in any Vote upon any matter where they (or their partners, family, friends, employers or associates) have - or could reasonably be perceived as having - an Interest.


1.5. The Management Committee may at its discretion appoint a Finance Committee comprising Chairperson, Treasurer, one other Committee Member and the Childcare Setting Manager.  Such a Finance Committee, if created, will have no delegated authority other than that set out in these procedures or any other authority delegated to them by the full Management Committee and recorded as such in Minutes from time to time.


2. MAINTENANCE OF RECORDS AND FINANCIAL CONTROL

2.1. The Treasurer and the Manager (and Administrator, if applicable) will be responsible for maintaining proper accounting records for the Organisation.  These must be adequate to meet the requirements of its constitution and to enable its Annual Accounts to show a true and fair view of the state of the Organisation’s affairs.


2.2. The Treasurer, Manager and Administrator will ensure that, where Donors have placed restrictions on the use of any funds, appropriate records are kept to evidence compliance with these restrictions.


3. SECURITY OF FINANCIAL INFORMATION AND DATA

3.1. Records held on paper must be appropriately filed.  Reasonable care must be taken both in and out of the office to ensure that all records are retained undamaged to the statutory time periods, and passed-on to any subsequent holders of the posts of Treasurer and Manager.


3.2. The Treasurer and the Manager will be jointly and individually responsible for making back-ups of all electronic records, and ensuring that the back-ups are kept away from the office.


3.3. The Treasurer and Childcare Setting Manager (and Administrator, where applicable) will ensure that the Organisation complies with all current and future laws and good practice relating to Data Protection.

4. ANNUAL ACCOUNTS

4.1. The Treasurer will be responsible for preparing or arranging the preparation of the Annual Accounts.  The Annual Accounts will comply with all relevant legislation and standards, and will follow best practice (including, where applicable, the requirements and recommendations of the Charity Commission).


4.2. Draft Accounts will be submitted to the Finance Committee (if applicable) for recommendation of approval to the Management Committee, who are ultimately responsible for approving the Annual Accounts.  If there is no separate Finance Committee then the Management Committee itself will consider the Draft figures and call for any amendment required.   Once approved, the Final Accounts will be circulated with the Annual Report and be presented to the Annual General Meeting.


4.3. The Treasurer is responsible for ensuring that, if applicable, annual returns are submitted to the Charity Commission and/or Companies House.

5. INDEPENDENT EXAMINATION OF ACCOUNTS

5.1. The appointment of Independent Examiners for the coming Financial Year is a matter for the Annual General Meeting.  The position will be reviewed annually by the Treasurer and they will invite the Management Committee to recommend the appointment or re-appointment of a particular firm or Examiner to the Annual General Meeting.


5.2. The Treasurer will agree a timetable for the year end with the External Examiners and will ensure that all information required by the Examiners is available at the start of the Examination.


6. BUDGETARY CONTROL, RESERVES AND REPORTING

6.1. A Budget will be prepared annually, before the start of the Organisation’s ‘Financial Year’.  The Draft Budget will be produced by the Treasurer and (where applicable) the Finance Committee.  It will then go to a full Management Committee Meeting for comment, revision and approval before the new Financial Year begins.


6.2. Where there has been a significant change in the actual or expected financial position - to the extent that the original Annual Budget is clearly no longer appropriate or relevant by a wide margin - the Committee may request the Treasurer to produce a revised Interim Budget covering the remainder of the current Financial Year.


6.3. Unless otherwise decided by the Management Committee, the Organisation will budget to try over time to build-up, and then to maintain, Reserves at a level sufficient to cover three months of average Staff Wages and routine Operating Expenses.  This is so as to cover any periods when Income is delayed or is not enough to meet the outgoings, and also for saving towards the cost of replacements, repairs and renewals of equipment and premises, etc.


6.4. Approval of the Budget by the Management Committee gives the authority to incur any expenditure contained within it to the Treasurer and Manager, provided the actual amount or nature of the expenditure is not significantly different to that approved – in which case it should be referred back to the Committee.  Any expenditure for items or categories not covered within the approved Budget may be authorised by the Treasurer or Manager up to a maximum figure of £[Decision required, for example £100] per item or related series of items, but approval for any such expenditure above this limit must be sought from the Management Committee.


6.5. Financial Reports will be produced for the Management Committee on a [Decision required – ‘Monthly’ is preferable, but should be at least ‘Quarterly’] basis and will show:


· Actual Income and Expenses compared to Budget.
· Bank and Cash balances at the end of the quarter, and level of Reserves held – all to have been ‘reconciled’ to the Bank Statements.

· A reminder of known upcoming large Income and Expenditure - especially where the amount and/or timing differs from the original Budget, or wasn’t allowed for in it.


6.6. The Treasurer, Manager and Administrator are responsible for monitoring actual income and expenditure in comparison with the Budget, and for ensuring that any significant variance from forecast is reported to the Management Committee.

7. FEES, GRANTS AND FUNDRAISING

7.1. As part of the Budget Planning process the Organisation will review the Fees and Charges for its services before the start of each Financial Year, to ensure they are still sufficient (given realistic expectations of take-up of the services) to generate enough Income to cover the anticipated Expenditure, plus a margin towards building-up Reserves.  Service Users will be given a reasonable period of Notice of any increase.

7.2. The Organisation may also apply for any Capital and Revenue Grants from appropriate funding bodies which will support its objectives, but will take care not to become so very reliant upon such Grants that if they were not renewed, the Organisation would become financially unsustainable.

7.3. Additional income may be generated by other Fundraising Activities that are in keeping with the objectives and constitution of the Organisation.  All fundraising amounts must be fully recorded.  All income must be banked promptly and not directly used to settle bills.  Payments made in relation to Fundraising Activities (e.g. stall rent, publicity, collection tins, etc.) must be made separately by cheque or Petty Cash, not by using the ‘fundraised’ cash.  The Treasurer should then prepare for the next Management Committee Meeting a brief statement showing the Income, Expenditure and Profit for each event or activity, and any ‘lessons learned’ for the future.

8. MAINTENANCE OF BANK ACCOUNTS

8.1. The Organisation will maintain a Current Account in its name with a local Branch of a major Bank, to be approved by the Management Committee. 


8.2. Income:  All cheques, cash or any other form of Income will be paid into the Current Account on the day of receipt if feasible, or within no later than a week of receipt.  Cheques and cash will be placed in a secure place if not banked on the day of receipt. No cash income should be spent prior to banking.

8.3. Cheques and Payments:  People who will be signatories for cheques, payments etc. on the Bank Account must be authorised on an official Bank Mandate Form, and minuted by the Managing Committee.  Changes must be notified promptly to the Bank.  Signatories must not be closely connected (e.g. relatives, partners).


8.4. Signatures:  All cheques and all authorities for standing orders, direct debits, inter-account transfers etc. will require two authorised signatures.  In order to cover holidays, sickness etc., there should be a panel of at least three persons (but not more than four) out of which “any two” are authorised to sign.  Blank cheques must not be signed.

8.5. Before making a payment, the actual bill or invoice must be seen by both persons signing the cheque.  The signatories must initial the bill or invoice as proof.  Signatories must not sign cheques or payments payable to themselves, nor to any person or organisation they are connected to by an “interest”.

8.6. Each bill paid should be filed in chronological order (oldest at the bottom) with the payment date and cheque number written on it.


8.7. Where the Setting is regularly holding bank balances in excess of £ [Decision required – suggest £1,000] after payment of all routine monthly outgoings, the Management Committee may authorise the Treasurer to open a Deposit Account (or equivalent) in which the surplus balances and Reserves of the Organisation can be held in order to earn Interest, until they are required for use.  Transfers between accounts will be subject to the same requirements as other payments, as above.



9. PETTY CASH


9.1. Petty Cash Float: 

There will be only one Float.  Responsibility for its day-to-day management will lie with [Decision required –It’s generally best for this to be the Manager/ Supervisor – but possibly also their Deputy too, at times they are unavailable, on leave or off sick etc.].


9.1.1. The person in charge of it will be given a set amount of money (the ‘Float’) that will be topped back up, when it begins to get low, by the exact amount of evidenced receipts and Petty Cash Vouchers provided to the Treasurer by the person in charge.  Therefore the amount of ‘Float’ will always remain the same – only the proportions between the remaining amount of actual cash and the amount of vouchers/receipts will vary. This top-up payment will be made by cheque which the holder of the Float then cashes at the Bank. 


9.1.2. For all concerned, there is one simple rule: “No receipts - no payment”.

9.1.3. Cash and blank Petty Cash Vouchers must be kept in a locked tin, which is itself kept in a secure place.  A spare key will be kept in a separate secure place by the same key holder.


9.1.4. The Treasurer will make a spot-check of the Float on a random date at least once every three months, and sign the Petty Cash Book to certify this has been done.

9.2. Receipts & Vouchers:

9.2.1. When cash is taken from the tin, either:

· A voucher and receipt for that amount will be placed in the receipts envelope, or
· A note (with date, who and how much) will be placed in the receipts envelope, to be replaced with a receipt once the money is spent (any change being returned to the tin).

The person making a claim should sign the receipt or voucher when the cash is paid to them, to confirm they have had their money.


9.2.2. Receipts are to be kept securely, and after balancing they should be stored in one envelope for each calendar month. Receipts should be given a reference number linking to the Petty Cash Book entry.

9.3. Limitations

9.3.1. The maximum Petty Cash Float to be held will be £      . [Decision required for Amount to be set – not too big for security reasons – but not so small that frequent topping-up every few days becomes a chore for all concerned] 


9.3.2. No single Petty Cash payment should exceed £     . [Decision required – suggest say one quarter of the value of the Float] 


9.3.3. Whenever possible, payments should be made by Cheque rather than Petty Cash.


9.3.4. There must be no “loans”.


9.3.5. Petty Cash must not be used to pay Wages, either to regular paid employees or ‘casual’ staff, under any circumstances.



10. STAFFING & SALARIES

10.1. The Management Committee must approve the establishment and deletion, job specification and grade of all Staff posts.


10.2. The Management Committee must approve the promotion to a higher grade of a member of Staff, or an increase of salary for any reason other than an annual increment.


10.3. The Management Committee must consider and approve any annual cost of living increases in salary.  


10.4. The Chairperson and Treasurer (and Administrator where applicable) will ensure that all salaries, wages and other emoluments to all employees of the Organisation are paid in accordance with Statutory requirements (including the National Minimum Wage legislation) and any policies adopted by the Organisation.


11. AUTHORISATION OF EXPENDITURE AND FUNDING

11.1. Any Grant Agreement or similar arrangement by which the Organisation will receive funding for its operations or assets, or for any Project in which it is a party, must be signed by the Chairperson or Treasurer.  Any Conditions of receiving such a Grant must have been agreed by the Management Committee.

11.2. In placing orders for goods, equipment and services the Committee and Staff will seek to obtain the best possible value for the Organisation.  For substantial purchases this will involve obtaining quotations from a number of suppliers, ensuring the specification and quality of work and goods is fully comparable, “like for like”, between quotations.  It will not be an automatic requirement that the cheapest quotation should always be accepted - “best value” may cover aspects such as quality, durability, after-sales service etc. as well as price - but where a more expensive quotation is accepted the reasons for doing so should be clearly understood, and should be recorded in Committee Minutes.

11.3 Orders must be signed by an Authorised Signatory to the Bank Account.  No one shall authorise an Order for goods or services from a person or organisation with whom they have an “Interest” (see Section 1)

11.4 Any book-keeping entries which have the effect of writing-off debts to the Organisation must be authorised by the Management Committee.



12. FEE ARREARS AND BAD DEBTS


12.1. The Management Committee will approve a Policy for dealing with Customers whose Fees fall into arrears.  This will take into account that Fee Arrears which lead to Bad Debts can seriously damage the sustainability of the Childcare Setting; and that the higher such Arrears are allowed to get, the greater difficulty the Customer is likely to have in clearing them – therefore it is no-one’s interest that significant Arrears should happen in the first place.

12.2. The Policy will set-out the steps which must be taken, and an appropriate timescale, for contacting and pursuing the Parents/Carers for payment, and making Formal Demand where payment is not made after a reasonable period.  This will include the provision for reaching agreement for clearance of arrears in realistic instalments, and for the suspension or exclusion of any child where an unacceptable debt has built-up and/or the Parents/ Carers are not actively co-operating in clearing it.

12.3. If satisfactory arrangements for clearance are not reached, or are not kept to, then the Treasurer must report this to the Management Committee.  


12.4. The Treasurer is authorised to use all appropriate and lawful means necessary to recover any Fee Arrears and Bad Debts owed to the Setting, including (where considered appropriate and likely to be cost-effective) Court Proceedings and the use of reputable Debt Collection Agencies.


12.5. If a debt ultimately proves to be irrecoverable, the Management Committee may, at its discretion, choose to write it off; in which case the Treasurer will seek guidance from the Organisation’s Accountancy Advisors on the appropriate steps and records.

13.   EXPENSES CLAIMS BY STAFF AND VOLUNTEERS

13.1. Volunteers’ Expenses

Volunteers may claim reimbursement for travel and other reasonable expenses incurred while working (or undertaking training) as a Volunteer with the Organisation.  Reimbursements will be for “actual amounts spent”, not “flat rate payments”.  All claims should be submitted promptly, and if not submitted within three months will cease to be valid.

13.2. Travel expenses will be reimbursed to Volunteers for:
 

· The actual cost of public transport journeys

· A bus or rail pass, if it can be clearly shown that it works out cheaper than getting individual tickets for the same period.  Proof to be kept on file.

· A Vehicle Mileage Rate, where the Management Committee agrees beforehand that use of public transport would be inappropriate. The rates will be at a level to be approved by the Committee and reviewed annually, and will be no more than those approved by the Inland Revenue (see www.inlandrevenue.gov.uk and search for “Approved Mileage Rates”). 

13.3. If the Management Committee agrees beforehand, reasonable expenses will be paid to cover appropriate meals and accommodation where the work (or training) takes place away from the Volunteer’s home or the Childcare Setting, or at “unsocial hours”, and it would be inappropriate or unreasonable to expect the Volunteer to bear the cost themselves


13.4. Volunteers can also claim reimbursement of reasonable monies spent on stationery, postage and phone calls undertaken on behalf of the Organisation.


13.5. Paid Staff Expenses

13.5.1.  Paid Staff cannot claim for the cost of journeys to and from home to their usual place of work during normal working hours. (This is an HM Revenue & Customs ruling).

13.5.2.  Staff can however claim travel expenses, and (where appropriate) meal and accommodation costs, when working or training outside of normal hours, or away from the Organisation’s premises.  The basis of such payments will be as described for ‘Volunteers’ as above, but response by appropriate Staff to “Emergency Call-out” situations will not require prior Committee authorisation.  


13.5.3.   Where a Mileage Rate is paid for working or training elsewhere, the number of miles “claimed” for the journey should be reduced by the number of miles or the fare “saved” by the Staff Member not also needing to come to their normal place of work that day.


13.5.4.  Staff can also claim reimbursement of reasonable monies spent on stationery, postage and phone calls undertaken on behalf of the Organisation.


13.6. Reimbursements will be for “actual amounts spent”, not “flat rate payments”, and all claims must be submitted promptly, and if not submitted within three months will cease to be valid.



14.  INSURANCES

14.1. The Treasurer (in consultation with the Childcare Setting Manager) will be responsible for maintaining adequate insurance cover for all the Organisation’s activities including (but not confined to):


· Employer’s Liability (including cover for Volunteers)

· Public Liability

· Contents Insurance (including cover for fixtures and fittings required by any lease or mortgage covering the premises)

· Legal Expenses

· Professional Indemnity


14.2. The level and scope of insurance should be reviewed annually to be sure they are adequate.

14.3. A schedule of insurance policies and cover should be kept and updated each time a new agreement is entered into.  A copy of the Insurance Certificate(s) will be displayed on public view within the Childcare Setting.



15. FIXED ASSETS

15.1. The Treasurer and Childcare Setting Manager will jointly be responsible for the maintenance of a Fixed Assets Register, recording the description, original cost and value of all equipment and other assets where the original cost or current replacement cost would be more than £100.  (This applies individually or in respect of a closely-related series of items – for example, a set of chairs costing £20 each should be recorded as “12 x chairs – total £240”.

15.2. The Treasurer and Childcare Setting Manager will ensure that all equipment is adequately maintained and safeguarded.


15.3. The Treasurer and Manager will be responsible for security in any premises operated by the Organisation.

15.4. The responsibility of Staff with respect to the safety of premises and equipment will be set out in a Health and Safety Policy.



16. RISK MANAGEMENT

16.1. The Childcare Setting Manager will be responsible for maintaining a Risk Register.  This will record the major risks faced by the Organisation.  Control measures taken in respect of each risk identified will be recorded.


16.2. The Risk Register will be reviewed by the Management Committee annually.
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