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FINANCIAL MANAGEMENT AND INTERNAL CONTROLS PROCEDURES

These mandatory procedures, laid down by the Trustees, must be maintained by all Staff and Trustees as defined.  Exceptions or amendments to these procedures must be authorised by the Finance and General Purposes Committee on behalf of the Trustees.

1.
THE PURPOSE
1.1
The Trustees will be able to ensure and demonstrate to funders, stakeholders and beneficiaries that the assets of CAN are safely controlled and managed.

1.2
Trustees and staff will not be put in a position where they could misuse funds.
1.3
The interests of the beneficiaries of the charity, its Trustees and its employees will be protected.

1.4
The relationship between the Trustees and the staff in financial matters and their respective roles will be defined.


1.5
Financial decisions will be implemented following satisfactory procedures.

1.6
Accounting regulations, standards and legal requirements will be complied with.
2.
RESPONSIBILITIES

2.1 THE EXECUTIVE COMMITTEE (CHARITY TRUSTEES):

· holds the assets of CAN on trust for the beneficiaries and funders of the charity, ensuring that they are used to achieve the objects for which CAN is established

· approves all financial management and control policies and procedures including the Terms of Reference for the Finance and General Purposes Committee

·      approves an annual budget for the charity

· monitors financial outcomes

determines policies for loans and investments and for borrowing money

· approves general arrangements for insurance and risk management

· approves the annual audited accounts for forwarding to the Annual General Meeting

· approves re-grading of all posts 

· approves all new posts 

· approves all company bank accounts and their signatories

· approves items of capital expenditure over £25,000

2.2   FINANCE and  GENERAL PURPOSES SUB GROUP OF  THE 
          EXECUTIVE COMMITTEE

· invests the free assets of the charity as it considers appropriate, in categories of financial instruments that have been approved by the Executive Committee. 

· manages the Charity’s banking arrangements and approves authorised signatories.

· reviews financial policy and procedures, makes improvements where necessary and raise matters of concern with the Executive Committee.  In particular, attention will be given to:

· Action to be taken on the discovery of financial irregularities

· Authority limits

· Budget preparation

· Budget revision

· Business recovery plans

· Certification by individuals of key accounting processes

· Data protection

· Disposal of surplus assets

· Income collection

· Insurance

· Inventories

· Output reporting and measurement

· Purchasing

· Salary adjustments

· reviews the financial implications of all strategic plans before submission to the Executive Committee.
· reviews annual budgets before submission to the Executive Committee.

· monitors the financial performance of CAN against annual budgets by reviewing bi-monthly Financial Reports before submission to the Executive Committee and recommend corrective action where appropriate.

· ensures that the Reserves Policy is implemented (see Appendix A)

· considers the appointment of the external auditor, the audit fee and makes recommendations to the Executive Committee.

· determines each year the nature and scope of the audit.

· reviews the annual audited financial statements before submission to the Executive Committee focusing particularly on:

· changes in accounting policies 

· the application of the accounting policies to the accounts and other critical points

· significant adjustments resulting from the audit

· compliance with legal requirements and financial reporting standards

· presentation of the accounts from a non-financial perspective

· discusses with the auditors matters arising from the audit

· reviews the work programme of the finance staff and ensuring that the function is adequately resourced and has an appropriate profile within the charity.
2.3
THE STRATEGY SUB-COMMITTEE OF THE EXECUTIVE COMMITTEE

In accordance with the terms of reference under ‘Role and Powers’ can ‘…take  action between Executive meetings in urgent or emergency situations’ This also relates to financial matters.
2.4  THE HONORARY TREASURER

· attends and advises meetings of the Finance and General Purposes    Sub Group and Executive Committee meetings when required

· provides financial knowledge and expertise to the Executive Committee 
          and the Director.

· provides support and advice to the CAN Finance and General Purposes   

          Sub Group 

· presents the audited accounts at the Annual General Meeting

2.5  THE DIRECTOR 

· is accountable to the Executive Committee for the financial activities of CAN

· ensures that accurate and timely financial information is presented to the Finance and General Purposes Sub Group

· keeps abreast of any changes in financial legislation and regulations affecting CAN, in particular with main requirements to charity and company law

· directs and co-ordinates financial strategies and plans, linking these to the annual business plan

· ensures that the financial policies and procedures approved by the Executive Committee are implemented

· with the Finance Officer, formulates the annual budget for the charity for consideration by the Finance and General Purposes Sub Group

· with the appropriate Finance Staff, monitors financial outcomes against budgets on a bi-monthly basis

2.6  THE FINANCE OFFICER

· attends and advises meetings of the Finance and General Purposes Sub Group

· ensures that timely financial information is presented to the Director, Honorary Treasurer, Finance and General Purposes Sub Group and appropriate staff

· advises the Director and Finance and General Purposes Sub Group on all finance management policies, procedures and systems and ensures their day-to-day operation

· with the Director formulates the annual budget for the charity for consideration by the Finance and General Purposes Sub Group

· with the Director monitors financial outcomes against budgets on a bi-monthly basis

· brings to the attention of the Director and the Finance and General Purposes Sub Group the cash flow and reserves in the company bank accounts if it falls below the level necessary to comply with the Reserves Policy and legal obligations

· liaises with the auditor to provide all information and documentation necessary for the audit of the annual accounts

· informs the Director and the Honorary Treasurer of any changes in financial legislation and regulations affecting CAN, in particular the main requirements of company and charity law
· ensures funds are available before liabilities are incurred 
·      ensures all financial activities within their responsibilities comply with approved financial policies and procedures      
2.7  ALL STAFF

Before committing the charity to any expenditure for goods or services or to any financial liability each staff member has to satisfy him or herself that he or she has the necessary authority.  A breach of the charity’s financial policies and procedures will be considered to be a serious misconduct and will lead to disciplinary action.

3.
PROCEDURES

3.1
BUDGET TIMETABLE AND REPORTS

Budget Timetable

October/November

All CAN revised estimates for the current financial year and budgets for the coming financial year are prepared by project officers and managers with the Finance Officer. Individual cases will, where necessary, be considered at earlier dates.

October/November
The Director, Finance Officer, Finance and General Purposes Sub Group and Honorary Treasurer prepare all CAN revised estimates and budgets for submission to the Executive Committee at its November/December meeting

Reports to Staff

All project/line managers are informed of their budgets at the beginning of each Financial year. Project/line managers are supplied with Financial reports on request and must inform the Finance Officer of any queries and any account headings which are likely to go over budget.  Significant problems must be reported to the Director.

Project/line managers must inform the Finance Officer of any unbudgeted income or expenditure.

Reports to the Trustees

The Finance and General Purposes Sub Group will provide bi-monthly financial reports to the Executive Committee showing the current financial position against budgets.

3.2
AUTHORISATION

Budgets
All budgets must have the approval of the Finance and General Purposes Sub Group with the exception of urgent submissions for new projects during the year, which can be authorised by the Director.  All budgets agreed as above will then be submitted to the Executive Committee for information.

Capital Expenditure

“Capital expenditure” is the purchase of an asset, for example office equipment, vehicles or premises, which has a life of more than 12 months, a value of over £500 and is identifiable.  All capital expenditure between £500 and £4,999 must be authorised by the Director.  All capital expenditure of £5,000 and over must be authorised by the Finance and General Purposes Sub Group. Three quotes are requested to be obtained to show best practice.
Purchase Orders and Authorisation of Expenditure

CAN’s Stock Ordering Procedure (Appendix B) should be followed for all orders for goods and services over £20 (excluding VAT). 

 The following financial levels of authorisation are appropriate:

· Items £25,000 and over must be authorised by the Executive Committee

· All purchase orders for capital items £5.000 and over must be authorised by the
       Finance and General Purposes Sub Group
· Director for orders between £1,000 and £4,999

· Finance Officer for orders between £250 and £999

Payroll / Salary Changes and Changes in Terms and Conditions of  

Service.

There should be no changes at all in salaries, fees and terms and conditions of service without the written authorisation of the Director in consultation with the Chairman.

Any new posts and re-grading of posts should be approved by the Executive Committee.

The Finance Officer must have clear, written instructions from the Director in respect of any such changes. 

Travel, Accommodation and Meal Expenses

All claims for travel, accommodation, meals and other expenses must be approved by the Director and submitted in line with CAN’s Policy on Travel and Expenses.  (The Chairman should approve the expense claims of the Director.)  Travel claims submitted by the Director should be verified monthly by the Chairman of CAN or Chairman of the Finance and General Purposes Sub Group.  CAN’s Chairman should carry out random checks with an annual review. Claiming and Paying of Expenses for Executive Committee Officers and Members please see appendix C
Conferences

All conference applications and relevant expenditure must be approved by the Director.  This includes the approval for spending the time at the conference and the travel expenses involved.  

Telephone Expenses

Where CAN does not pay the telephone bill directly, the expenses should be 
claimed in accordance with CAN’s Policy on Travel and Expenses. 

3.3
MISCELLANEOUS PROCEDURES

Invoicing

All outgoing invoices must be prepared and issued by the Finance Section.

Insurance Policies

The Finance and General Purposes Sub Group must approve the general 
arrangements for insurance.  These should be co-ordinated centrally by the Finance Officer.  Premiums will be apportioned to the appropriate budget headings by the Finance Officer.

Netting Off

Netting off occurs when expenditure is deducted from related income before 
the balance is passed for banking by the finance department or before the 
end of year accounts are produced.  This should only be done in exceptional 
circumstances approved in writing by the Director.

Bank Accounts and Cheque Signatories

CAN’s bank accounts and their signatories must be agreed by the 
Finance and General Purposes Sub Committee and approved by the Executive Committee.

Cheque signatories must not sign cheques if they are the payee.

Bank Reconciliation

The person who generally processes the payments and receipts should not be the same person who does the bank reconciliation each month.  
Depreciation

Depreciation should be set at a level of three years for computers, 8 years for office furniture and five years for vehicles and equipment other than computers.  Everything of a value over £1,000, including block purchase of furniture, should be capitalised.
Appendix A

Community Action Northumberland

Reserves Policy


Community Action Northumberland secures funding mainly from donations and grants from the Public and Private sector. These resources  are subject to fluctuation, and can be time limited depending on the nature of the funder or funding programme.

As part of our strategic planning, we as Trustees, believe it is important to establish a reserves policy in order to maintain effective resource management and assist with financial viability and long-term sustainability. We also believe this will build the confidence of our beneficiaries, funders and wider stakeholders and help CAN meet expectations of transparency and accountability. 

Five key elements have been taken into consideration to assess a realistic level of reserves. These are:-

1) An analysis of existing funds

2) The reliability of current income sources. New income opportunities

3) Expenditure on planned activities

4) Future needs, contingencies and risks

5) Consequences of being unable to meet forecast needs

Due to a changing and uncertain funding environment we wish to establish an unrestricted general reserve level which equates to 25% of our Core costs relating to governance, fund-raising, back office support and development work. We believe this to be an appropriate level of resources necessary to function effectively for an interim period of 3 months, should financial difficulties occur beyond the control of the charity.  These difficulties include unplanned expenditure and cash flow variations.

In addition, 4 unrestricted delegated funds are established as a further means of managing unforseen costs and risk. These are contingency funds only and funds will be added as and when they are available.

A projects fund to aid gap funding problems and support new and unforeseen project activities

A repair & maintenance fund to preserve and meet unforeseen expenditure at  Tower Buildings

A redundancy fund to make individual payments during restructure, or when specific streams of funding come to an end.

A pensions fund to help offset the current LGPS deficit publicised on the balance sheet

We, as trustees believe in a continual process of careful financial management and will review this policy periodically, taking into consideration any significant changes in the charity’s financial circumstances.

Until target levels are met, a cautious approach to investment is adopted, maximising income by using short-term accessible accounts.

Reviewed February 2011

Appendix B

Community Action Northumberland

Stock Ordering Procedure

Purpose:  This procedure applies to any person wishing to purchase goods/materials for CAN or any project of CAN in the course of their duties and with the approval of the duly authorised person (normally their line manager).  This process must be adhered to for the purposes of linking all invoices, delivery notes, stationery order forms and order numbers, in order that payment can be made within the correct month and allocated to the correct budget.  Failure to adhere to this process may cause unnecessary work for the admin and finance staff at Tower Buildings as well as delays in payment to suppliers.

Procedure:
· Telephone the Central Administration Office, Morpeth and obtain an order    number

· The name of the Project and the name of the supplier(s) must be given

· Each order number obtained should be used to obtain goods from a supplier

· If more than one supplier is required, a separate order number should be used for each supplier

· Complete a stationery order form with all of the relevant details.  The delivery address must also be entered

· The order may be placed using the CAN form or by telephone or fax or other electronic means (eg website).  Irrespective of how the order is placed (i) the supplier must be made aware that the invoice must be sent to the CAO, Morpeth and (ii) an electronic copy of the order must be sent to the CAO in Morpeth with a copy to the authorising officer.

· A copy of this order form must be sent to the supplier (even as a confirmation order) and a copy sent to the Central Admin Office in Morpeth

· When delivery is made, the Project should send the delivery note to Central Office recording items received/outstanding and signed by the relevant party

· Upon receipt of the invoice, send this to Central Office so that payment can be made

· The finance department can then link up all order numbers with the correct delivery note, invoice and order form and if any items are outstanding, make a note against each relevant item.  If credit notes are then required the above procedure will allow the finance staff to arrange this.

  Thank you for adhering to this very important and necessary procedure.

Reviewed December 2010

Appendix C
Claiming and Paying of Expenses for

Executive Committee Officers and Members

(i) Because Community Action Northumberland is a charity, it cannot and does not reward or reimburse its Trustees/Committee Members for the time and expertise which they contribute to CAN’s management. However, certain out-of-pocket expenses can be reimbursed, under certain circumstances, as indicated in this Policy.

(ii) This policy applies to the Officers and Members of the Executive Committee, acting in that capacity. It does not apply to CAN staff.

(iii) The Executive Committee Members who are representatives of other bodies claim for attendance at meetings of the Executive from their sponsoring body wherever possible. Only in exceptional cases will consideration be given to reimbursement by CAN. Associate Members on the Executive Committee may be reimbursed for travelling expenses unless they choose not to claim.

(iv) Executive Committee Members who attend CAN Sub-committees or other CAN special groups, or who officially represent CAN at meetings of other bodies, may be reimbursed for travelling expenses.

(v) The Chairman and Vice Chairmen may be reimbursed for expenses incurred on CAN business for travel, telephone and postage.

(vi) Travel should normally be by public transport, where appropriate and practicable.

(vii) Rates for the reimbursement of private car mileage are fixed by the Executive Committee. Currently this rate is 25p per mile. Claimants should inform their insurance company, in writing, that they will be driving in a voluntary capacity, otherwise the policy can be invalidated, which results in the driver being personally liable for any damage or injuries sustained in an accident.
(viii) All claims should be made on the appropriate forms, in good time and certainly before the end of each financial year.

Reviewed January 2003
Incorporated as appendix C Feb 2011
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