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KEEPING THE BOOKS





Money management is not just about cash handling – groups should run an appropriate bank account and keep the books (either by hand or on a computer). A Day/Cash Book or ledger should note every transaction – in and out - on a daily basis. Include as much detail as possible.





Suggested headings for your day/cash book include:


Date


Amount  IN(credit or receipt) 


Amount OUT (expenditure or payment)


Method – e.g by cheque / cash /DD /pay in 


Reference – the cheque no or pay in no.


Budget heading could typically include Grants; Postage & Stationary; Rent; Travel Expenses etc 


Space for details – Who? What?





Keep a separate PETTY CASH book if you need to, but remember that this will need to be drawn together with the Day Book at the end of the financial year so be consistent.





The treasurer should regularly check the day book against bank statements:- taking the balance at the end of the bank statement, adding any pay-ins made which are not yet appearing on the bank statement, and then deducting cheques written but not cleared. This will give your group a real idea of their financial situation (or real bank balance). 





See also our leaflet The Role of the Treasurer











A WORD ABOUT BUDGETING





Budgeting is the key to good money management and it is good practice to agree budget headings and set out a budget sheet (covering an agreed 12 month period- usually April-March but other dates can be used). 


Ideally your group’s choice of budget headings will be based on experience, taking into account all types of expenditure (capital or ‘one-off’ payments for things like equipment or building costs and revenue ie ‘on-going’ or running costs) and anticipated income. Allow for changes along the way and include a ‘reserve’ for unforeseen costs. This will give your group something to use as a working tool in monitoring your financial progress. 


At the end of the financial year it will usually be an accountant who is responsible for checking the books and drawing together your groups financial statement or report or Annual Accounts.





FINANCIAL REPORTING & 


ANNUAL ACCOUNTS 


 


Your group will need a system of reporting your financial position at the end of the financial year and for the Annual General Meeting. This will be your ANNUAL ACCOUNTS.





According to the legal form or structure of your group, different rules will apply as to how your annual accounts are presented. Your group may have statutory legal obligations depending on your structure, status and constitution:- 





For example if your group is a Charity and/or a Company Ltd by Guarantee you will need to submit accounts to the Office of the Scottish Charity Regulator (OSCR) & Companies House in the requested format.





Annual Accounts usually consist of 3 parts:  


the financial statement (either a Receipts & Payments Account or an Income & Expenditure Account)


A Balance Sheet or Statement of Balances


Notes to the Accounts





RECEIPTS & PAYMENTS ACCOUNTS & STATEMENT OF BALANCES





This simple form of accounts is suitable for most small community groups set up as unincorporated associations  (with a gross income of less than £100,000). The Receipts & Payments Accounts must be approved by the Committee. The Statement of Balances should be signed by one of them and any copies made should state the name of the signatory & the date they were approved.





INCOME & EXPENDITURE ACCOUNTS & BALANCE SHEET





Larger unincorporated groups (with income over 100,000 and charitable status) as well as all limited companies (including CICs) should produce fully accrued accounts with an Income & Expenditure Account and Balance Sheet complying with Company Law.  


An Income & Expenditure Account should be prepared by a qualified accountant. It will show the income & expenditure actually made & received during the year plus bills & invoices which are not paid until the next year (called liabilities to creditors). It will also take into account bills received in the future year relating to the year under review. (e.g electricity or phone bills).


The difference between Income & Expenditure will be your groups SURPLUS or DEFICIT depending on which exceeds the other. An accumulation of surplus funds from one year to the next will give your group RESERVES. These funds will represent what your group is worth at any given time. 








The Balance Sheet is a report of what your organization actually owns at the end of the accounting period.





STATEMENT OF RECOMMENDED PRACTICE   (SORP)





ALL groups with charitable status must follow the legal requirements of current charity legislation.





This includes making a clear distinction between RESTRICTED & UNRESTRICTED funds.





Incoming restricted funds may include project grants where the funder has specified what the money is to be spent on. As these grants are spent, the outgoings will be marked as restricted expenditure on the accounts (and the restricted expenditure should balance against the restricted income).





Unrestricted funds include core funding where no restrictions have been specified as to what the money is spent on.


  


Your accountant should be able to advise you of the relevant SORP requirements.





EXTERNAL EXAMINATION OF ACCOUNTS





If you are a Company Ltd you are required by law to have your accounts externally audited by a qualified accountant (Registered Auditor).


If you are an unincorporated association with charitable status and an income of less than £100,000 your Receipts & Payments accounts will need to signed off by an Independent Examiner chosen by your group (no necessarily an accountant).


If your groups governing document (constitution) refers to a requirement for your accounts to be audited then you are legally bound to do this – whether or not your income is less than £100,000.  























Every care has been taken to ensure information given is accurate and current.


SLCVO cannot accept any responsibility for claims arising from error or misinterpretation.
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Skye & Lochalsh Council for Voluntary Organisations


Tigh Lisigarry Bridge Road Portree 


Isle of Skye IV51 9ER


Tel 01478 612921 Fax 01478 613341


Email info@slcvo.org.uk 
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ADVICE, INFORMATION & 


PRACTICAL ASSISTANCE


For COMMUNITY GROUPS


in the local area


(


Annual Membership of Skye & Lochalsh C.V.O 


costs from just £15.00 per year


just look at the benefits this brings…


(





FREE ACCESS to  Funderfinder


 to help you identify funding sources





FREE ACCESS 


to Outreach sessions





FREE LINE ENTRY 


in the Community Groups Register





50% DISCOUNTED MEMBERS RATES 


on all our photocopying,


desk-top publishing &


administration services plus venue hire and videoconference facility





FREE PROMOTION of your events, fundraisers, volunteer opportunities etc on our website   www.slcvo.org.uk and through the LIFEBEAT supplement of the West Highland Free Press
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