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Purpose of this document

To define the financial systems used by Company X and how they relate to all areas of the organisation.

This document is relevant to all staff including managers.  Please direct your suggestions for amendments to the Accountant (AC).  All amendments or updates should be agreed by a nominee from the EMG. However, any major amendments will be reported to the EMG itself.

Abbreviations used within these policies and procedures include:

· Accountant (AC)

· Bookkeeper (BK)

· Budget Holding Officers, Budget Holders (BH)

· Chief Executive Officer (CEO) 

· Executive Management Group (EMG)

· Higher Education Institutions (HEIs)

· Personal Assistant  to the CEO (PA)

Introduction
Financial policies and procedures

The financial policies set out the policies governing the financial management of Company X.  The financial procedures lay down, in more detail, actual procedures to be followed.  The financial procedures must always be used in conjunction with the financial policies.

The Board hold the Chief Executive Officer (CEO) and Budget Holders (BH) responsible for ensuring compliance with financial policies and procedures within their areas of responsibility.

If any areas of confusion or misunderstanding arise, advice should be immediately sought from the AC.  Any perceived weaknesses in the procedures should be reported to the AC and the CEO.

The financial policies and procedures are designed to protect COMPANY X against waste, theft, misuse and misallocation of resources.  The policy reflects the need to run the charity efficiently, keeping paper work to a minimum, while complying with tax and other legal obligations.
All procedures will be audited over a period of time and any area can be audited at any time to check compliance with procedures and the effectiveness of Procedures.  If required by the Board or any individual member, audits will be carried out by External Auditors who report to the Board.

Policies

1.
Introduction

Financial records will be kept so that COMPANY X can:
a) Meet its legal and other obligations, e.g. Charities Act 2006, Bribery Act 2010, HM Revenue and Customs, and common law.

b) Enable the Board to be in proper financial control of COMPANY X.

c) Enable COMPANY X to meet the contractual obligations and requirements of funders.

COMPANY X will keep proper accounts, which will include a petty cash book if cash payments are being made.  COMPANY X will adhere to good accounting practice in relation to its finances at all times.  The financial year will end on the 31 July each year.  Accounts will be drawn up after each financial year within three months of the end of the year and presented to the next Annual General Meeting.  The AGM will appoint an appropriately qualified auditor to audit the accounts for presentation to the next AGM.

Prior to the start of each financial year, the Directors will approve a budgeted income and expenditure account for the following year.  A report comparing actual income and expenditure with the budget will be presented to the EMG every three months.

Section A: income and bank deposits
2.
Income sources

COMPANY X income is mainly received from two sources: core income received by COMPANY X is from its members in the form of subscription and income through external funding to support collaborative activities.
BHs should ensure that all income due to COMPANY X is identified and brought to the BK’s attention in order to collect it promptly.  Also any core income, such as members’ subscriptions, should be collected at the start of any financial year.  The BK is responsible for maintaining the income accounting systems.  However, the AC is responsible for ensuring that all invoices raised are accurate and eligible.  A BH may request an invoice using e-mail.  Other staff should not generally issue invoices.  Sales invoices will be issued for every sale as soon as practical.  For completeness of customer and sales information, this includes where payment is received with order.

3.
Receipts

The BK shall be responsible for the security and prompt banking of monies received.

4.
Grant Income

The BK, in conjunction with each BH, shall be responsible for maintaining an adequate record of grant financial profiles.  The BK shall ensure that all income received shall be recorded against the correct code.

It is each BH ’s responsibility to support the BK with the information they need to collect income.  Any external work which will result in additional payments to members of staff shall be undertaken only with the prior approval of the CEO.

5.
Debtors/bad debts

The AC will ensure that arrangements are in place to monitor all debts properly, and follow up overdue accounts.  The BK will work with each BH in carrying out these arrangements.  Debt collection procedures will be managed by the BK on the instructions of the CEO.
Any debt written off as uncollectible may be charged against COMPANY X unrestricted reserves without further approval.  Any BH or the AC may recommend to the CEO to write-off a debt once they are certain of its non-recovery.  The CEO is required to draw the Board’s attention to larger write offs.
6.
Bank accounts

COMPANY X main bankers are Bank A with whom we have a current and a deposit account.    We also deposit surplus funds in a Bank B.  No borrowing may take place unless it is the operation of an overdraft and is part of regular banking facilities, and no COMPANY X assets may be offered as security for any borrowing, without the permission of the Board.

7.
Books of account and records

Proper accounting records will be kept.  The accounts system is based around computer facilities, using MYOB accounting.  Manual and paper records will also be used if appropriate.

At a minimum, the following records will be kept:

· Appropriate control accounts (i.e. bank control, petty cash control, purchase control, sales control);
· Monthly balance sheet;
· Pay information. 

Section B: expenditure and bank payments
Pay and staff expenses
9.
Pay
COMPANY X uses payroll services from the Payroll Service P.  P operates the PAYE system, and makes annual returns to the Inland Revenue on behalf of COMPANY X.  All payments are made by direct bank transfer.

Payments for additional work over and above standard hours must be approved by the CEO.  Clear written authorisation must be given in adequate time for BK to process it.   Payment will usually be made by P direct to an employees' bank account.  The P pay listings will be checked by the AC on monthly basis. Salaries will be paid on the last working day of the month, or nearest working day, apart from in December, when it will be a little early.  All payroll information is kept strictly confidential.
10.
Contracts

Temporary or contract workers on any activities within COMPANY X will only be taken on when authorised in accordance with COMPANY X Financial Policy.  With a few exceptions, they will be treated as self-employed, and contracts with such people must clearly indicate this.  However, work in other areas of activity must be assumed to be employed by COMPANY X and so subject to PAYE & NIC.
All employees shall have a contract of employment which defines their terms and conditions of employment.  These shall be held by the Human Resources Office and a copy by the CEO in COMPANY X.  Contractual pension arrangements are set by the CEO.  
11.
Salary rate changes

Increases shall be authorised by the CEO, subject to normal HEI policies to follow the national HEI pay scales and arrangements.  Pay scales shall be determined by the CEO, with reference to the EMG Chairman.  The Board will set the CEO remuneration.  Appointments to existing posts are the responsibility of the CEO.  COMPANY X does not have a policy of paying overtime.  However extra pay/bonus can be given to any staff subject to any additional task in their job description for any particular period.

12.
Staff expenses
Only expenses incurred by staff in carrying out official duties, certified by authorised officials shall be paid.  Expense claims shall be authorised by the relevant budget holder from their relevant budget.  No member of staff shall authorise their own expenses.  Staff claiming expenses that are more than two months old shall require authorisation from the CEO.  The CEO’s own expenses shall be authorised by a member of COMPANY X staff and countersigned by a nominated member of the EMG such as the EMG Chairman.

Other expenses
13.
Purchasing

The AC is responsible for ensuring that the COMPANY X purchasing systems achieve value for money in all purchasing.  All major purchasing decisions and tendering must be done in conjunction with the AC.

Value for money is the key objective.  The cheapest option for services and products is not necessarily the most prudent purchase.  Value for money incorporates the total cost of ownership and the quality of support from the supplier. The AC should consider if the COMPANY X Procurement Policy Guidelines should apply to contracts for the purchase of goods and services.  All contracts for the procurement of services must be in the form of the COMPANY X standard contracts for services, unless other terms are negotiated through CEO.

The PA should ensure that goods and services received are inspected, and that only properly ordered items are accepted, before payment is authorised.  Duties of staff should be segregated wherever possible, so that more than one member records and processes each transaction.  Where only one member of staff is available, the AC should ensure that procedures for regular independent checks of transactions should be in place.
All staff are to pay due recognition to the provisions of the Bribery Act 2010 in all authorisations for expenditure, and expenditure claims that they make, authorise or supervise.
14.
Petty cash system

The objectives of the procedures are to ensure adequate control over petty cash expenditure and petty cash payments are supported by proper documentation.

· It may be used to reimburse one-off item under an amount prescribed by the CEO or the AC, on conditions allowed at that time.

· The Personal Assistant to the CEO (PA) is responsible for the security of the float.  Petty cash funds should be held in lockable cash tin and stored in a locked safe (preferably) or a locked cabinet during all absences of the BK.  The cash tin and storage area should be away from large traffic flows and from areas open to public viewing.  Keys to the cash tin should be stored securely (not openly on a desk, or desk drawer).  Access to safe/cabinet keys and combinations should be similarly restricted.

15.
Debit card payment

COMPANY X prepaid debit cards shall be used only for the payment of valid expenses or appropriate purchases and inline with these procedures.  Misuse of any of the charity’s credit or charge cards shall be a ground for disciplinary action.  PA shall retain copy receipts during the month.  PA shall keep a record the details of credit card usage i.e. job code, amount, date, description etc, if these are not obvious from the receipt.  When the card bill arrives, the PA shall collate the receipts and send to BK.  Hole-in-the-wall type cash cards will not be used.

16.
Payments and use of Online Banking facilities
Bills must be to "Company X".  They must be matched to signed purchase orders and delivery notes where possible.  The CEO shall review all payments of £3,000 and above on a regular basis.
17.
Cheque payments

The issuing of cheques shall be kept to a minimum.  Payments to suppliers will normally be by way of online BACs transfer.  Exceptions include where we do not have bank details for the person to make online BACs payment.  The authorisation register is held by the bank and will be shown to the EMG by the AC each time there is a change.  Cheques may only be raised on receipt of a bill authorised by a budget holder.  A cheque must not be signed by the person to whom it is payable.
Section C: annual budget
18.
Preparation

The CEO is responsible for the preparation of annual estimates of income and expenditure, with the support of the AC.  The annual budget of income and expenditure shall be considered by the CEO.  In summer a meeting of the EMG will be convened to approve the annual budget.  The annual budget shall be presented by the CEO to the Board.

19.
Approval of annual estimates and expenditure 

The EMG shall approve the annual budget of income and expenditure.  The EMG will be asked to determine, by resolution, the approval of the budget.  The resolution shall specify the surplus or deficit that the EMG is approving for the annual budget, and the level of reserves anticipated at the year end.

20.
Authorisation

Once the annual budget is approved, the CEO and BHs are authorised to incur expenditure and recover income in accordance with the budget and the financial policies.  In incurring expenditure the CEO shall ensure that such expenditure is properly applied for the purposes of the strategy or contract.  No long term commitment must be entered into that it not financed exclusively within the terms of the contract.
21.
Monitoring 

The CEO is responsible for presenting to the EMG a quarterly or periodic report of actual income and expenditure.  This will be prepared by the AC.  Designated BHs are responsible to the CEO for the control of expenditure from the budgets allocated to them.
Budget can be “flexed” for additional expenditure authorisations given by the EMG during the course of the financial year. There is a possibility that an indicative budgeted has been presented to the EMG, which might be revised after the first quarter or at mid year when certain factors are more visible to predict.

The AC is to warn the CEO of potential breaches of the budget as these become clear.

Section D: reserves policy
22.
Reserves requirements

COMPANY X reserves policy is required to:
a) Meet contractual liabilities should the organisation have to close.  This includes redundancy pay, amounts due to creditors and commitments under leases.
b) To meet unexpected costs like breakdown of essential office machinery, staff cover for illness, maternity leave, parental leave, and legal costs defending the charity’s interests.

c) To replace equipment as it wears out.
d) Ensure that the charity can continue to provide a stable and quality service to those who need it, and, within this context, to minimise recruitment, staff training, staff induction and marketing costs by avoiding the need for redundancies caused by financial crisis.
e) To provide working capital when funding is paid in arrears.
f) From time to time funding has certain restrictions, which means that by law it must be held in a restricted reserve until it is spent in line with the funding agreement.

23.
Level of reserves

The reserve is valued so as to cover potential winding up costs, including:
a) Redundancy costs;
b) Payment of notice periods;
c) Office lease (requiring six months notice);
d) Office running costs;
e) Creditors as per balance sheet;
f) Audit costs.

The level of reserves must be considered in the context of any restrictions stipulated by funders.

24.
Restricted funds

When funds are restricted in some way, liabilities such as redundancy payments may be incurred whilst this funding is spent.  An item should be included for contingent liabilities, such as redundancy costs, in all funding applications.

25. 
Establishing and maintaining a prudent level of reserves

In the event of unrestricted reserves dipping below the target COMPANY X will aim to restore the reserves to at least a sixth of expenditure over the next two years.  This could be achieved by increased funding levels or reducing expenditure.  In the event of unrestricted reserves exceeding the target COMPANY X will budget to reduce the reserves to at below a fifth of unrestricted expenditure over the next two years.  This could be achieved by reducing subscriptions.  
26.
Monitoring and reviewing of reserves policy

Targets for the levels of reserves will be established periodically by the EMG as part of budget each year.  The current target is a band between one sixth (ie two months) to one fifth of unrestricted expenditure.
The CEO is responsible for forward planning of COMPANY Xs’ funding position.  

Appendix 1: financial procedures
1.
Introduction

These procedures give effect to the policies set by the COMPANY X management.  They are amended by the AC and the CEO.

2.
Banking, cash and bookkeeping entries

Petty cash should be kept in the PA safe.  Small amounts held elsewhere must be kept in a locked box in a locked cupboard or drawer.  Cash balances, receipt books, and paying in books shall be periodically verified, without prior notice.  This should be in the presence of the person responsible.

The bank mandate (list of people who can sign cheques on the organisation’s behalf) will always be approved and minuted by the Board as will all the changes to it.  It is kept by the CEO.  Those who will be generally be on the signatory list will be the Chairman of EMG, CEO, and any other agreed deputy.

COMPANY X will require the bank to provide statements every month and these will be reconciled with the accounting system at least once a month. Petty cash and bank accounts will be reconciled on at least a monthly basis against physical bank statements.

Purchase ledger, other cheque payments and banking sheets will be filed in the appropriate reference order, with any supporting documentation.  All petty cash sheets, cheque stubs etc. will be retained for audit and for statutory purposes thereafter.

3.
Receipts (income)

Information about non-routine income must be passed to BK with the cheque or remittance advice.  This will be filed by BK for reference, and used to ensure such income is correctly recorded in the accounts and any conditions noted.  Lack of documentation will lead to such items being 'held on suspense'.  It is the responsibility of the person gaining the funds to ensure all income is claimed as it becomes due or available, and that all appropriate staff and the BK are aware of relevant conditions and exactly how the funds are to be expended.

The BK is responsible for the security of cash or cheque received until banked.  All income received by cash, cheque or credit card must be recorded before being banked.  All receipts should be banked intact within a week of receipt, or promptly in the event of sums exceeding £250 being received.

Remittances must not be in cash when the sum involved is more than £500 for a single sale of goods or provision of services. Those making payment to COMPANY X should be advised that cheques are to be made payable to 'Company X'.

Any instruction to raise an invoice shall be made either through e-mail or internal memo.  This should be forwarded to the BK as early as possible.  All invoices should be raised promptly on COMPANY X letterhead and be properly recorded and processed through MYOB system.  All invoices will be sequentially numbered as generated by system.  The BK will note action points (e.g. a future date when an invoice is to be raised) as a recurring transaction within MYOB and ensure that the appropriate action is taken at the earliest opportunity.
4.
Purchase order procedure 

Orders should not be placed with a supplier as a habit without periodically investigating the quality/price/service of other suppliers.  The frequency of this testing is contingent on the availability, value, and overall office usage of the goods in question.
Discounts offered for non-standard payment terms may only be accepted with the permission of the AC.  The standard payment terms for COMPANY X are 30 days net.  An order should not be raised if its value will cause the budget for the year to be exceeded, and in such cases advice should be sought from the CEO/AC.
BHs and PA are responsible for establishing procedures to ensure that goods and services are ordered only in required quantities of suitable quality at the best terms available (having regard to the 'whole life cost'), after appropriate requisition and approval.

In many cases the best value will be available through centrally negotiated purchasing arrangements.  The BK/AC should therefore be consulted in order to ensure that value for money is obtained.

All contracts for the acquisition of goods and services otherwise than by purchase (for example, leasing arrangements) must be negotiated through the BK and notified to the AC.

The following regulations apply when any authorised person does not operate a credit card, and for transactions not involving the use of a credit card:

· Bills must be to "Company X": they must be verified by reference to purchase orders and, where applicable, delivery notes: VAT must be attributed correctly.

· BHs must supply the Payments Section on the stamped grid with a register of authorised signatures for the authorising of documents for payment.

· Payments to suppliers will normally be by way of online BACs transfer.

· The CEO shall review all payments above 4% of target reserves (currently £3,000)).

· Prompt payment for discount must not be made earlier than the date of supply, except in cases where the supplier must itself make cash outlays at an early stage or permission has been obtained from the AC.

· Payments under employment contracts must be made through the ? payroll and not by other means.

Advice is available from the AC.

5. Recharges procedure

COMPANY X will keep separate accounts for the restricted funds under its control.  COMPANY X will invoice subscribers and members periodically for their share of any purchases and payments made by COMPANY X.  In general most purchase invoices will be coded within the expenses (6-xxxx) range, but will use job codes (eg ‘COMPANY XLEP’) as way of identification and separation.  Fixed assets bought on behalf of restricted funds will be written off in the year, unless over £2,000 in value.
When a sales invoice is raised it will be coded to 4-9200 for the anything that was coded within the 6 range and 1-8100 or 1-8150 for recharge of fixed assets.
6.
Payments (expenditure)

The aim is to ensure that all expenditure is on COMPANY X’s charitable affairs and is properly authorised and that this can be demonstrated.  The latest approved budget provides the signatories with authority to spend up to the budgeted expenditure, not beyond it.

Where possible, COMPANY X will make payments by direct debit, standing order or BACs.  All payments will be checked by at least one signatory (usually the AC or the BK) and authorised for payment by a different bank signatory prior to payment.  All supporting documentation will also be checked.

The BK will be responsible for holding the cheque book (unused and partly used cheque books) which should be kept under lock and key.  Blank cheques will never be signed.  The relevant payee's name will always be inserted on the cheque before signature and the cheque stub will always be properly completed. No cheques should be signed without original documentation (see below).

Transactions are entered onto system as they occur especially when a cheque has been issued.  The Cash Book records should always be kept up to date with system.

The AC will maintain a fixed asset register stating the date of purchase, cost, serial numbers and normal location.   Unrestricted fixed assets costing more than £500 will be capitalised in the accounts and recorded in the fixed assets register.  This register will record details of date of purchase, supplier, cost, serial no. where applicable, depreciation, description and in due course details of disposal.

7.
Payment documentation

Every payment out of COMPANY X’s bank accounts will be evidenced by an original invoice (never against a supplier's statement or final demand).  That original invoice will be retained by COMPANY X and filed.  The payment authoriser should ensure that it is referenced with:
· Cheque number

· Date cheque drawn

· Amount of cheque

· Who authorised the bill
The only exceptions to cheques not being supported by an original invoice would be for such items as advanced booking fees for a future course, deposit for a venue, VAT, etc.

The method for making Online Bank Payments is as follows.  Click on bulk list and then magnifying glass.  After entering amount to pay for each payee agree the balance back to MYOB report (cash disbursements).  Click on make payment and then confirm payment, print/save. These reports are then passed on to the payment authoriser who in turn will authorise the payments with the Bank.

8.
Salaries
All staff appointments/departures will be authorised by the CEO and dates and salary level recorded to provide a clear trail.  Similarly, all changes in hours and variable payments will be authorised by the CEO.  In the case of the CEO, this will be authorised by the Chair of the Board.

Payment of salaries to members of staff is undertaken by the ?.  There will be a clear trail to show the authority and reason for every such payment; e.g. asking for payment to an employee, HM Revenue and Customs, etc.  All employees will be paid within the PAYE and National Insurance regulations.

The AC must ensure that the following records are kept either by COMPANY X or on its behalf.  Any records for COMPANY X that might be subject to Inland Revenue dealings are kept by the AC.  BC is responsible for:
· Paying each employee in accordance with the approved terms and conditions, and issuing payslips.
· Operating the PAYE system, keeping the required records, issuing P45s and P60s, and communicating with the tax office as appropriate.
· Making the correct deductions for Income Tax, NI, court orders and any other appropriate deduction authorised by staff; ensuring that deductions are paid to the correct body, and necessary returns made.
· Administering the Statutory Sick Pay and Statutory Maternity Pay schemes, alongside any additional related benefits.
· Issuing the P11d and P11db forms if appropriate.
9. 
Staff expenses

COMPANY X will, reimburse expenditure paid for personally by staff, providing the following:

· Claims are made on a Company X Staff Expenses Form. 

· Fares are supported by tickets/receipts.

· Other expenditure is supported by original receipts.

· Car mileage is based on COMPANY X’s rates and in line with Revenue and Customs rules.

Only expenses actually incurred shall be paid, when backed by proper receipts.  Mileage rates shall be paid at the prevailing rates; this is currently 45ppm all inclusive single rate shall be paid irrespective of the type of vehicle.  Mileage expenses shall be limited to the standard class rail fare per person.
Travel to work by staff is not a reimbursable expense.  People travelling from home directly to a place on COMPANY X business should deduct their normal home to work mileage from their claim for expenses.

Staff should minimise the expense to the COMPANY X.  Staff should use standard class rail fares.  Excessive expenses may not be reimbursed.  All overseas trips shall be authorised in advance by the CEO.  All overseas travel and hotel accommodation shall be booked by the PA where possible and advance payment through credit card.

10.
Petty cash

Petty cash will be maintained on the imprest system whereby the PA is responsible for a float to the maximum of fifty pounds.  When that is more or less expended, a cheque will be drawn for sufficient funds to bring the float up to the agreed sum, the cheque being supported by a complete set of expenditure vouchers, totalling the required amount, analysed as required.

Claims for reimbursement must be made with supported bills or receipts or other supporting documents and signed by the person in the Petty Cash Book.  Where bills or receipts are lost or where invoices or receipts were impossible to obtain, the claimant must receive authorisation from the CEO.

The Petty Cash claim must be checked and signed by either CEO or PA.  The PA must verify the signature of the Incurring Officer before handing over cash to the claimant.  They must complete an entry on the Petty Cash Disbursement Sheet.  The claimant must then sign the Petty Cash Book to acknowledge receipt of the cash. 

Cash reimbursements cannot be made to a third party except where the claimant expressly authorises this in writing.
When the cash on hand (in the imprest) has been reduced to less than one third of the imprest total, the BK may request additional cash by sending an e-mail and stating the balance of the imprest. Once certified by The AC, a cheque can be written and authorised by (Mandate) to withdraw the amount.

Whenever personnel or procedures which involve handling cash alter, the BK shall arrange for a formal and witnessed hand over of cash and records.

Where a petty cash float is provided to pay minor expenses, it may not be used for:
· wages or salaries;

· payments to regular suppliers;

· gifts to members or former members of staff;

· gifts, gratuities or donations of any nature to external bodies;

· payments for goods or services not related to COMPANY X’s affairs;

· personal expenditure;

· loans or advances to employees or students; or,

· cashing personal cheques.

11.
Other matters

The CEO is responsible for filing the COMPANY X Company Annual Return in the middle of November, and the Charities Commission report in May each year.
All fundraising and grant applications undertaken on behalf of the organisation will be carried out in the name of COMPANY X with the prior approval of the Board or in urgent situations the approval of the Board Chair who will provide full details to the next trustees’ meeting.
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