FINAL DRAFT

FINANCIAL CONTROLS FOR FWBO MIDLANDS

Introduction

It is the fundamental duty of all charity trustees to protect the assets of their charity and to secure their application for the agreed constitutional objects of the charity. In order to discharge this duty it is essential that there are adequate internal financial controls over the charity’s assets and their use. 

These basic internal financial controls are based on the Charity Commission’s recommendations for a small charity which is not a company, arising from its experience of charities and the most common ways in which they run into difficulties. It is not an exhaustive list and the Council may introduce further rules in due course.  

FWBO Midlands recognizes that controls are a necessary feature of any well-run organization. Because of the special characteristics of a charity, they play an essential part in helping to show potential donors and beneficiaries that a charity’s property is safeguarded, and that its management is efficient. Controls also help charities to improve their safeguards, and thereby promote the effectiveness of, and confidence in, the charitable sector as a whole. But they do not remove the need for trustees to seek appropriate professional advice where this is required. 

In an ideal world charities would not be required to put positive systems of control into place because they would be able to operate on trust alone, but this is not realistic. Charities are unusual organizations in that they are managed for the beneficiaries of that charity, rather than for the benefit of shareholders/members. It is advisable therefore that trustees be able to show to both donors and beneficiaries that the property is safe. Without the ability to show that checks and controls have been implemented it would not be possible to offer that security. 

While the vast majority of people are honest, all organizations need to take steps to avoid putting people in situations where they might be tempted to defraud. Also, if a charity fails to issue proper guidelines, individuals may, out of ignorance, act in a way which damages the reputation of the charity (e.g. by not separating charity funds from their own).

Experience has shown that the implementation of internal financial controls is something which is welcomed by all concerned. The controls act to protect the interests of the beneficiaries of the charity, its employees, and indeed the trustees themselves (who are thereby protected from any charge of neglecting their duty of protecting the charity’s funds). 

The fundamental responsibility for control of the charity’s activities and funds is that of the trustees themselves. It is therefore crucial that where the trustees administer the charity personally, they will need proper segregation of duties among themselves, so that no one trustee is over-burdened or is given too much authority. Where the trustees delegate administrative duties to staff or agents, additional controls then become necessary in order to ensure the delegated duties are being properly discharged. 

1.0
Financial Controls Policy

1.1
 Financial records will be kept so that FWBO Midlands can:

· Meet its legal and other obligations, e.g. Charities Acts, Accounting and Reporting by Charities – Statement of Recommended Practice (SORP), HM Revenue and Customs and common law.

· Enable the trustees to be in proper financial control of the Charity.

· Enable the Charity to meet its contractual obligations and the requirements of funders.

1.2
The Charity will keep proper books of accounts (stored for the minimum period required), which will include:

· An analysis of all the transactions in the Charity's bank and building society accounts.

· A petty cash book.

· PAYE/NI worksheets.

1.3 If deemed necessary by the Council to avoid short-term liquidity problems, the Charity will also maintain a monthly cash-flow forecast.

1.4 The financial year will end on the 31st May each year.

1.5 The Charity’s accounts will be maintained on an accruals basis.

1.6 Accounts will be drawn up after each financial year within six months of the end of the year and, together with the Annual Report, after approval by the Council, be presented to the next Annual General Meeting and then submitted to the Charity Commission.

1.7 The Council will formally review the Charity’s policy on financial reserves at least once a year and monitor the level of reserves at least once every three months, instigating any necessary action to try to keep/bring the actual level of reserves within policy.

1.8 Within the Charity’s financial reserve, sums may be held at the Council’s discretion in designated funds to be applied in particular circumstances (e.g. a specific project to be undertaken in a year’s time). However, the Council may determine an alternative use for the contents of designated funds at any time (subject to any constraints on the use of restricted funds imposed by a funder/donor).

1.9 The Council will appoint an appropriately qualified auditor/examiner to audit/examine the accounts for presentation to AGM. The relationship between the Council and auditor/independent examiner ought wherever possible to be one of ongoing dialogue rather than the simple annual exchange of information. General or specific advice from the auditor/independent examiner will be brought to the attention of all trustees.

1.10 Each trustee will be given a set of the approved accounts. New trustees will be given a set of the latest accounts on their appointment to the Council.

1.11 The Charity will seek to maintain a diversified funding base to minimise its exposure to financial shocks and retain an appropriate financial reserve.

1.12 Prior to the start of each financial year, the Council will approve income and expenditure budgets (based on realistic estimates, plans of likely activities, agreed maintenance schedules, etc.) for the following year. As part of the budget-making process, the Council will review all rents, fees and charges payable to the Charity.

1.13 Actual income and expenditure will be monitored each month by one of the trustees on behalf of the Council. A report comparing actual income and expenditure with the budget will be presented to the Council every three months. 

1.14 Delegation of authority to individuals, working groups and committees (including expenditure limits and reporting requirements) will be recorded in up-to-date job/role descriptions or the minutes of the Council.

1.15 The Council will ensure that staff and volunteers are competent in the tasks they have to perform and, where necessary, receive appropriate training.

1.16 The Charity will seek independent professional advice whenever necessary.

2.0
Banking

2.1
All money belonging to the Charity will be held separately from that of any trustee, staff member or volunteer.

2.2
Bank accounts will be held in the name of FWBO Midlands. Unused bank or building society accounts will be closed. No bank account will be opened or closed without the minuted approval of the Council. 

2.3 The balance in any current account should not exceed £10,000 for more than one month without an explicit decision of the Council to permit this. Any amount above £10,000 will normally be transferred to a savings account.

2.4 “Hole in the wall” type cash cards will not be used. If issued by the bank such cards will be immediately destroyed by cutting in half.

2.5 The Charity will maintain an up-to-date bank mandate (list of at least three people who may sign cheques and other orders for payment on the Charity’s behalf) approved by the Council for each account and any change to a mandate will require the minuted approval of the Council. 

2.6 The Charity will require the bank to provide statements every month and these will be reconciled with the accounts each month. One of the trustees on behalf of the Council will from time to time check that this reconciliation has been done.

2.7 The Charity will not use any overdraft facility or other banking service (e.g. internet banking) without the minuted approval of the Council. 

3.0
Receipts (income)

3.1
The Council will ensure that procedures are in place to collect all income that is due to the Charity.

3.2
Original invoices issued by the Charity will be raised through the purchase ledger of the accounting system and the Charity will ensure that outstanding sums are collected promptly.

3.3
All monies received will be counted and recorded promptly in the cash book, and banked within one week. 

3.4
The Charity will maintain files of documentation to explain all income received. The accuracy of the records will be checked by one of the trustees on behalf of the Council from time to time to ensure that money received can be traced through the accounting system.

3.5
Cheques and cash kept on the Charity’s premises will be held under lock and key (except for the floats in collection tins/bowls which will not exceed £20 each). No more than £1,000 in cash (including petty cash and collection bowls) will be kept on the premises at any one time (in accordance with the Charity’s insurance cover).

3.6
Unused and partly used receipt books will be kept under lock and key.

3.7
Accurate records will be maintained of all Gift Aid arrangements. A check will be made every three months to ensure that all regular payments due to the Charity (e.g. by standing order and/or under Gift Aid) are received. A check will be made every six months to ensure that all tax repayments due to the Charity under Gift Aid are claimed and received.

3.8
Any restrictions placed on donated or contractual income will be identified and observed.

3.9
In addition to adhering to statutory requirements, the Charity will ensure that collection boxes for public (i.e. street) collections are sealed and individually numbered before use and that their allocation is properly recorded. The contents of any collection box will be counted in the presence of a second person (preferably the collector) and recorded immediately.

3.10
The Charity will keep records for each fundraising event in sufficient detail to identify gross receipts and how they have arisen, and all costs incurred. For all events for which there is ticket income, tickets will all be pre-numbered, a record will be kept of the ticket numbers issued to any person who has been allocated tickets to sell, and the record of tickets sold will be reconciled against income received.

4.0
Payments (expenditure)

4.1
The Charity will maintain files of documentation to demonstrate that all expenditure is appropriate to the Charity’s business and is properly authorised. The Charity does not accept liability for any financial commitment unless it is properly authorised. The files will be checked by one of the trustees on behalf of the Council from time to time to ensure that the records are accurate, that payments are being properly authorised and that other agreed controls are being implemented.

4.2
The latest budget approved by the Council provides the authority to spend up to the budgeted expenditure - but not beyond it. However, any orders placed or undertakings given, the financial consequences of which are likely to exceed in total £1,000, must be specifically approved and minuted by the Council. In exceptional circumstances such undertakings may be made with the Chairman’s approval, who will then provide full details to the next meeting of the Council.

4.3
To ensure value for money, the Charity will seek three quotes for the supply of any goods or services of a value exceeding £1,000 (unless the Council agrees and minutes that it is not in the Charity’s best interest to do so).  However, the Charity may choose to reject any of the cheaper quotes if the Council agrees and minutes that it is in the Charity’s best interest to do so.

4.4
Building society passbooks, bank mandate forms and unused/partly-used cheque books which should be kept together under lock and key.

4.5
The preparation of documentation for payment will be undertaken by someone other than the person(s) authorising the payment.

4.6 Blank cheques will never be signed. The relevant payee's name will always be inserted on the cheque and the cheque stub will always be properly completed before signature.

4.7 No cheques should be signed without original documentation (see below).

4.8 Each cheque or other order for payment (including standing orders and bank transfers but not including transfers among the Charity’s bank and building society accounts) will be signed by at least two people from the list approved by the Council. Signatories who are related will not sign cheques together or sign cheques payable to either of them.

4.9 No cheque signatory will sign for a payment to him/herself.

4.10 Credit cards in the name of the Charity will not be used.

4.11 Every effort will be made to keep cash payments to an absolute minimum.

4.12 Petty cash will always be maintained on the imprest system whereby a float of no more than £100 is maintained. When that is more or less expended, a cheque will be drawn for sufficient funds to bring up the float to the agreed sum, the cheque being supported by a complete set of expenditure paperwork, totalling the required amount and analysed as required. One of the trustees on behalf of the Council will undertake spot checks of the petty cash float from time to time.

4.13 All payments made from petty cash will be supported by a receipts and a properly completed petty cash voucher, and then entered in the petty cash book.

5.0
Payment documentation

5.1
Every payment out of the Charity’s bank accounts will normally be evidenced by an original invoice (never a supplier's statement or final demand). That original invoice will be retained by the Charity and filed. The cheque signatory should ensure that it is referenced with at least:

· Approval of expenditure

· Cheque number

· Date cheque drawn 

· Amount of cheque

· Who signed the cheque

· Proposed coding of expenditure

5.2
A record will be kept of all orders placed. All invoices received will be checked against orders placed. Goods and services received will be checked to ensure they are of sufficient quality and that they correspond with the invoices and orders placed.

5.3
Exceptions to cheques not being supported by an original invoice might be for such items as advanced booking fees for a future course, deposit for a venue, etc. Here a cheque requisition form will be used and a photocopy of the cheque kept.

5.4
There will be a clear trail to show the authority and reason for every payment relating to wages and salaries, e.g. a cheque requisition asking for payment to an employee, HMRC, etc. All employees will be paid within the PAYE and National Insurance regulations.

5.5
All staff appointments will be authorised by the Council, minuting the start (and, if relevant, the finishing) date and salary level. Similarly, all changes in hours and payment, including overtime, etc, will be authorised and minuted by the Council.

5.8
The Charity will, if asked, reimburse expenditure paid for personally by trustees, staff or volunteers, providing:

· Fares are evidenced by tickets.

· Other expenditure is evidenced by original receipts.

6.0
Other rules

6.1
Wherever practicable duties will be segregated to avoid one person processing and recording a complete transaction (e.g. recording income and checking that the cash is paid into the bank and recorded on the bank statement), as mistakes are more likely to go undetected if a person checks their own work.

6.2 All fundraising and grant applications undertaken on behalf of the organisation will be done in the name of FWBO Midlands and require the prior minuted approval of the Council (or, in an urgent situation, the approval of the Chairman, who will provide full details to the next Council meeting).

6.3 The Charity will maintain a list of all fixed assets (e.g. buildings, vehicles and equipment) stating the date of purchase, cost, serial number and normal location. All fixed assets will be checked at regular intervals to ensure they remain in good repair and continue to be of use to the Charity. The fixed asset register will be checked once a year by one of the trustees on behalf of the Council. The sale or other disposal of an asset on the register will require the minuted approval of the Council.

6.4 Tangible fixed assets with an acquisition cost exceeding £500 will be capitalised at cost price in the accounts and depreciated (using the straight line method) at a rate to reflect their useful life. The rate of depreciation for each category of asset per year will be:

Land and buildings
2%

Vehicles
20%

Fixtures, fittings and furniture
10%

Computers and other equipment
25%

6.5 A stocktake will be undertaken for the Centre Bookshop at least once a year. If unsold stock items are removed from the Bookshop or associated storage, this will be reported at the time to the Bookshop Manager.  

6.6 The Charity will maintain the insurance cover it needs and the Council will formally review the Charity’s insurances once a year.

6.7 The formulation of an investment policy will be the responsibility of the Council and any investment of the Charity’s funds will be subject to the minuted approval of the Council. Wherever possible investments will be diversified to ensure that the failure of one investment does not have a major impact on the charity. The Charity will keep in a safe place a full record of all investments it makes and will normally seek professional advice before selecting or disposing of investments. Investments will be reviewed by the Council at least once a year.

6.8 The Council will ensure that procedures are in place to ensure that control systems are not threatened when someone is absent or leaves.
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