FRAMEWORK INFORMATION HANDOUT
________________________________________________________________
FINANCE HANDBOOK

INTRODUCTION

This document provides guidelines to assist and support Family Resource Centre’s (FRC’s) in developing good financial management systems.   If you already have a financial management system in place you should ensure that it includes the core principles as follows: 

· Proper documentation; 

· Proper financial procedures, policies and controls; 

· Proper accounting records.

Sample documents / forms are also included in the information pack to back up this hand book.
1. 
What is good Financial Practice ?
Good financial practice requires Voluntary Boards of Management (VBOM) to be actively involved in financial decision making.   To ensure that this is the case, the VBOM need relevant, accurate and up to date financial data.   However the reliability of financial reports depends on the having an effective system in place for recording all financial information. 

Family Resource Centres should maintain complete and accurate books of accounts and records of all receipts and payments in respect of the use of the Family Support Agency (FSA) funding and should retain all supporting documentation for six years.  The Project should be able to be accountable for monies received.  In other words, a Project’s financial system should have the ability to demonstrate that it is being accountable and transparent and it should be able to produce an audit trail and include a segregation of duties.  An audit trail is where all the transactions can be traced from source documents to accounts to returns and back again.  

It is good practice to have a Finance Terms of Reference which clearly specifies;
· Who is responsible for what and whom are they accountable to.
· What tasks need to be done. 

· Who will do these tasks.
· Who will ensure these tasks are done properly.
2. 
Why have a Finance Sub-Group and what would be 
its role ?
It is important to have a Finance Sub-Group set up within your Project.  The Sub-Group usually consists of between 3 and 6 individuals and includes Treasurer, the Co-ordinator/Manager and/or Administrator and any other VBOM who may have an interest in finance.  

A terms of reference for this group is essential in order to be clear about what discussions and decisions can be made.  The terms of reference for the Finance Sub-group should include the following;

· Composition of the Group. 

· Criteria for membership. 

· Change of membership.
· No’s of meetings / convening of meetings. 

· Accountability to VBOM. 

· Confidentiality. 

· Remit and roles in decision making re expenditure levels etc. .
A member of the group usually reports financial information back to the VBOM at their meetings on a regular basis e.g. monthly, quarterly.  Financial work should be reviewed on a regular basis for example ensuring that wages, collector general, bills etc. are paid and up to date.  The VBOM would usually delegate this review to the Finance Sub-Group.  

3. 
What is the overall role of the VBOM in financial 
accountability ? 

The VBOM is legally responsible for the financial management of the Project.  However they can delegate some of the financial work to the Finance sub-group, 

Co-ordinator/Manager and Administrator.  However it is important that the VBOM are fully informed regarding all the finances of the Project.  Placing undue reliance on a single person/employee is not good practice.
For the VBOM to fulfil its responsibilities it should:

· Be aware of the financial budgets.
· Be clear how its expenditure relates to the desirable outcomes and activities of the Project.
· Be satisfied that all expenditure is necessary and beneficial to the Project.
4. 
What is the best way for the Project to keep 
accounts ?
You need to keep at least three sets of books/folders however this will depend on the number of bank accounts held and funding sources etc. 
· Income

· Expenditure

· Petty Cash 

For Projects with a small number of transactions, income and expenditure can be kept in one large folder.  The figures in the books/folders are known as ‘actuals’ i.e. income and expenditure and are used to complete Quarterly Returns to the FSA and to compare budgets.  It will make it easier to complete the Quarterly Returns and Year End Accounts if you set up headings which match the FSA returns on your accounting system.   

5. 
What is the best way for a Project to keep a record 
of its accounts ? 

The basis of a financial system is the recording system.  Whether it is manual, spreadsheets or an accounting package, the idea is to record all transactions and understand what they mean.   It is important to have a system in place which meets the needs of the Project which is simple and easy to understand.  

For example 

A Project should be able to demonstrate its accountability by being able to produce an accurate and verifiable record of how it has spent a particular grant.  These records should be able to show;
· How much was received. 

· How much was spent. 

· All the money was spent exclusively on what it was meant to be spent on as agreed by the funder.  

An adequate accounting system for recording and reporting financial transactions should be;
· Complete i.e. all transactions are recorded.
· Accurate so that all information gathered will be reliable. 

· Able to produce relevant and timely reports and be capable of being understood. 

Accounting records are essential because Projects should be able to;
· Show and explain all financial transactions.
· Show day to day entries i.e. all monies received/spent, transfers, show sources of funding.
· Keep a record of all assets and liabilities. 

· Show the Project’s financial position at any particular date in the past. 

It is important that a Project is able to produce information for internal financial reporting purposes to allow for planning and budgeting.  However if a Project is unable to do this it is unlikely that it will be able to produce financial reports for external reporting purposes and in some cases this can cause funding to be withheld and/or delayed.  Therefore the recording system is a very important part of the financial system.   
6. 
What is a budget ? 

A budget is simply an estimate of what everything will cost and it shows the activities of the Project in financial terms.  Budgets should be approved and monitored by the VBOM.  Budgets should include projected income, expenditure and capital items.  

Budgeting is an essential part of the financial management process as they provide the base against which actual results can be compared.  However budgets must be realistic.  Budgeting enables a Project to;
· Plan and prioritise activities.
· See what activities will cost.
· Work out how much money is needed.
· Make effective use of resources. 

· Compare actual expenditure.
Budgets help the VBOM fulfil their management responsibilities and they allow staff to plan their work effectively.  

7. 
How do we Budget ?
The budgeting process starts with the core expenditure for the period i.e. fixed and variable costs.  Some factors to bear in mind when considering core expenditure are;
· The Projects strategy. 

· Any existing expenditure commitments. 

· Variable costs. 

· Prioritisation of activities. 

· Historic expenditure .
It is essential to have a system / procedures in place for recording how much has been spend on each budget heading and how much remains to be spent, this should be done on a monthly / quarterly basis and this depends on each Project.  

8. 
How can we monitor the Budget 

Regular monitoring of budgets is essential as it verifies expenditure against income and it helps to identify changing patterns which may need corrective action.  Information needed to monitor budgets is;
· Budgets for the period. 

· Actual expenditure to date. 

· Future expenditure commitments. 

· Balance of budget remaining. 

· An analysis & explanation of any positive or negative variances. 

Monitoring should be done on a regular basis if action is needed this should be formally documented and agreed by the VBOM.  It is important to explore the cause(s) of both positive and negative variances.  Variances should be monitored and understood to maintain financial control.  It is important to be flexible with your budgets when priorities change within your Project

9. 
What are Financial Policies ?
It is good practice that, from the outset of the Project, to lay down a policy in relation to the financial management of the Project, for example;
· Authorisation of cheques

· Approval of expenditure

· Childcare policy 

· Travel Expenses policy  (See sample in Employment Practice section)
· Petty Cash policy 

· Expense Requisition forms

(See Sample Policies in Information Pack)

Having financial policies in place allows for clarity in all situations, consistency for those managing the finances and often avoidance of conflict at a later stage.   To agree financial policies there are usually discussions and agreements between VBOM, Treasurer/Finance Sub-Group, Co-ordinator/Manager and Administrator.  Each Project must decide their own policies and once these are agreed they should be written down and they can be reviewed and revisited as appropriate.  The VBOM and relevant staff should be familiar with them. 
10. 
What is an authorisation process ?
Two of four authorised signatories should be the minimum required to sign cheques.  It is important to have a list of the authorised signatories available to the relevant staff.   The minimum requirement of authorising cheque signatories is that they scrutinise each invoice and know what (what it was for), why (was it ordered) and how (it will be paid i.e. what account will be used).
The Finance Sub-Groups terms of reference should state clearly who can authorise cheques and payments up to a specified amount.  

The administrator should prepare a list of all invoices to be paid on a monthly basis.  At least two authorised cheque signatories should review the documents which this list is based on and decide whether payments are made.  The authorisation process is recorded on the cheque requisition form with the original document(s) attached by the two authorised signatories.  

The authorised signatories then sign the cheques and the transactions are recorded by the administrator in the appropriate accounting system.  It is important that the Finance Sub-Group review and analysis all spending against agreed budgets on a regular basis 

Sometimes the VBOM are concerned that if they are overly checking everything in relation to finances that staff may feel undermined and that their honesty is called into question however it should be recognised that the employee(s) has already been put in a vulnerable situation if anything goes wrong.  It is not good practice for one person to be responsible for all the finances without adequate supervision. 

11. 
Why should we set up Financial Control 

Procedures ?
Financial controls help ensure that good practices are in place and funding is safeguarded.  Using requisition/approval forms, having several cheque signatories, establishing expenditure approval levels, bank, petty cash and tax reconciliations are all financial controls.  However having procedures in place does not guarantee responsibilities are being fulfilled.  It is important to;

· Establish sound financial procedures 

· Ensure that they are being applied 

· Be aware of risks

· Ask questions 

12. 
How should we handle money coming into the 
organisation ?
All incoming post should be opened at the earliest opportunity in the presence of two people.  Incoming cheques and cash donations should be recorded immediately and verified by a person other than the recorder and lodged to the relevant bank account as soon as is possible.  All donations should be acknowledged by a written receipt.  All additional income e.g. grants etc on the bank statement should be recorded in the accounting system under the appropriate headings, totalled and reconciled with the bank statements monthly.   
13. 
How do we keep a check on expenditure ?
Cheques should be written out and recorded in the expenditure accounting system sequentially.  Details should be recorded and the amount of the cheque should be entered into the total column and analysed across under the appropriate headings.  The headings from the FSA quarterly returns can be used here as it will make it easier when doing the returns.  

The cheque number of any cancelled cheques must be recorded and the amount in the total column entered as zero.   Cancelled cheques should be kept as evidence of cancellation.  

Any expenditure items in the bank statement e.g. standing orders, direct debits, paypath (payment of wages) must be written into the expenditure accounting system each month also.  The expenditure system should be totalled and reconciled to the bank statement monthly.
14. 
How do we manage a Petty Cash system 

Petty cash can often be one of the most difficult areas to keep track of and control.  A policy should be in place outlining the limit on expenditure to be paid from the petty cash and there should also be a limit set outlining the amount to be held in petty cash at any one time.  It is important to agree the petty cash balance with the cash in the box on a regular basis, once a week/fortnightly.  Cash should be kept in a lockable box in a secure place and the amount of cash held should not be very high.   Transactions should be recorded in a petty cash book.    All items should be receipted and a numbering system should be used for receipts.  A policy of not allowing IOUs and the cashing of personal cheques is recommended.  
15. 
What are Computerised Accounts ?
Microsoft excel (spreadsheets) can be used for computerised accounts using the funders headings; it is simple and easy to use.  Computerised accounts packages can also be purchased however it is important to get a demonstration before buying any accounting software.  Some packages are simple and suitable for small organisations however others are designed specifically for larger organisations. 

If the accounting systems are computerised the following points are important;

· Back up copies of accounts should be taken regularly and securely stored.

· All processing must be traceable from source documents to outputs e.g. original invoice and requisition form to cheque payment and bank statements. 

· Any changes/amendments must be noted and kept. 

· If using spreadsheets then they must be reconciled and the reconciliation must be visible.  
16. 
How should we manage the organisations Bank 
Accounts ?
A separate bank a/c should be maintained for each significant grant.  In some cases, FRC’s will require several bank accounts.   This maybe due to funder requirements however the number of bank accounts held should be kept to a minimum.   A register of all bank accounts should be held within the Project.  Bank accounts should be in the name of the Project and not individuals.  
An account can be opened by having authorised personnel i.e. VBOM complete a bank authorisation form which is obtaining from the bank.  The opening and closing of account should be recorded and properly authorised by the VBOM.   The VBOM should also decide who is authorised to sign cheques.  The cheque signatories can be VBOM only or a combination VBOM members and of staff depending on accessibility for signing.  All cheque signatories who are signing cheques should understand what they are signing for.  

Bank statements should arrive on a regular basis usually on the 1st day of the month.  Bank reconciliations should be carried out for each bank account on a monthly basis irrespective of the number of transactions, if any, usually once a month.   Bank reconciliations should be verified and signed by the Treasurer/Finance sub-group other than the reconciler.  Bank accounts and statement should be regularly inspected by the Finance sub-group and VBOM.  Bank procedures should be available to all relevant staff.  
17. 
How do we use Internet Banking / EFT (Electronic 
Funds Transfer)

Internet banking / EFT allows for the transfer of funds from one bank account to another, bill payment, and payroll etc.  For example; a Project can transfer funds online between their own accounts, to any third party account and also make one off transfers.  Using on line banking allows an organisation to set up a wide range of utilities e.g. ESB, Eircom, Bord Gais, O2 etc.   Standing orders can also be amended and cancelled on line.  

The payment of salaries (paypath) is more efficient than cheques or standing orders as all payments is made at the same time.  If payments change there is no notice has to be given and payments can be made up to 40 days in advance.  

Internet banking allows access to information on your cash position across bank accounts at any time.  It has a facility to search account transaction history up to 180 days in the past. 

If your Project decides to use internet banking, contact your bank and they will give you further information in relation to applying for the service and authorisation of payments etc.   However if you decide to use internet banking / EFT facility it requires authorisation from a number of individuals therefore it is important to establish a policy on the use of this method of banking and who is authorised to transfers funds, make payments and set up standing orders etc.   It is recommended that you would have more than one person involved in the authorisation process for each transaction.  

18. 
What is Bank Reconciliation ?
The bank reconciliation process is about agreeing the Project’s internal accounts and the bank statement to ensure that a complete and accurate record of transactions is being kept.   It is important to do this on a regular basis, usually once a month.  Reconciliations should be done against the amounts received to amounts due from the relevant funder.  All expenditure of grants should be tracked in the financial accounts in an open and transparent manner. 

A bank reconciliation is carried out between the Project’s internal record (income & expenditure accounts) and the external record (bank statement) to make sure that a complete and accurate record of the Project’s transactions are being kept by both parties (banks make mistakes too).

The income & expenditure accounts must be kept up to date and the reconciliation should be performed as soon as possible after receiving the bank statement to make sure that any mistakes are identified and corrected as soon as possible.

By doing bank reconciliations a Project can identify how much money they have for each account.  Bank reconciliations help when calculating future spending and when budgeting for the next quarter and they provide some assurance that the Projects records are complete and accurate.  

19. 
How do we manage Wage / Tax Reconciliations ?
Most Projects will have a computerised payroll package however it is important to agree wage calculations, the payment of wages and the deduction and payment of taxes.  Revenue is usually paid once a month/quarter depending on the size of a Project and it can now be paid using the Revenue online service see www.revenue.ie.  

All reconciliations should be reviewed independently of the person operating the payroll system, this can be done the by the Co-Ordinator/Manager/Finance Sub-Group and these reviews should be recorded.

20. 
What are Requisition / Approval Forms 

A requisition/approval form should be used for all items of expenditure other than petty cash which is used for small items of expenditure.  Invoices should be paid out only after ensuring that the goods and services have been received and are in good order. Original invoices should be used to back up the payment and all documents should be stamped ‘paid’ to ensure that payments cannot be made twice. The cheque number and the date should be included on the requisition form and it should be filed appropriately.  

Requisition forms help to ensure appropriate authorisation for all expenditure.   At least two signatories should be used on the requisition form.   This helps ensure appropriate authorisation for all expenditure and it is on the basis of approval as well as appropriate invoices that payments should be made.  
(See sample Requisition Form in Information pack)
For example, where a FRC wishes to buy a Laptop;
· VBOM/Finance Sub-Group approve the expenditure decision (minuted)

· At least three quotes should be obtained from the relevant suppliers 

· An approval/requisition form should be signed by the relevant individuals e.g. the Chairperson, Treasurer, Manager/Co-ordinator.  However it is important that whoever is approving the expenditure is not the person seeking the funds

· An invoice should be obtained and attached to the signed requisition form 

· Payment should then be made on the basis of these documents.

21. 
How do staff of the VBOM claim Expenses ?
Separate forms should be used for claiming expenses i.e. mileage, petrol, subsistence, meals etc.   Expense claim forms should be completed and authorised by the relevant VBOM/Finance Sub-Group/Staff before any payments are made.  It is important to have a policy in place regarding all forms of expenses which are allowable.  The expense claim forms should detail the claim being made, be properly authorised and receipts attached where appropriate.
It is important to establish an amount which will be paid per mile and to establish a maximum of how much will be paid for meals, accommodation, childcare and public transport etc.  
22. 
How can we set up a Pay Role sytem ?
Before employing staff an FRC must be registered as an employer.  To register as an employer a Form TR2 must be filled in.   This form is available from Revenue’s Forms and Leaflets Service either online or by calling 1890 306706.  When the form is completed, return it to Revenue and the Project will receive confirmation as an Employer and a registered number for PAYE and PRSI.   

An organisation should hold a Tax Certificate relating to PAYE for all employees.  The organisation should set up a payroll system either with tax cards, manual system or using a computerised payroll system.  Each employee should have a contract of employment and must receive a payslip with their salary.  Before calculating wages and taxes for each employee, the Project must establish the:
· Tax credit per week/fortnight/month

· Standard rate cut off 

· PRSI class

All revenue payments should be made to the Collector General’s Office on a monthly or quarterly basis in line with revenue regulations.  Payments can be made by cheque, by direct debit or by using ROS, revenue’s on line service, to use this service the Project must register for ROS with www.revenue.ie.   After the year end, 31st December, the Project must issue a P60 to each employee.  A P35 return must be sent to the Inspector of Taxes by the 14th February of the following year.  Regular checks should be made on all salary and PAYE/PRSI records to ensure there are no discrepancies.  

If an employee leaves the organisation, a P45 form must be issued which gives a summary of taxes, PRSI and salary paid up to the date of leaving.  Part 1 of this form must be sent to your local Tax Office by you the employer and parts 2, 3 and 4 given to the employee.

Before purchasing a payroll package it is important to get a demonstration as some packages are more suitable than others.  It depends on how many employees a Project has and if employees will be paid using the paypath method.  If employees are to be paid by paypath and employees are paid from different bank accounts, it is important to establish which payroll package is the most appropriate for this.  It is essential that the Project purchases a payroll package which best suits their needs. 
23. 
How long do we have to keep records ? 
All documentation relating to all items of income and expenditure must be kept for six years.  Where accounts are computerised there should be safeguards in place in relation to hardware and offsite backups in respect of software and data.  

24. 
Whats the best way to file Financial 

Documentation ?
A good filing system to back up all accounts is key to good financial management.  It is important to keep files for the following;
· All invoices and receipts (including petty cash receipts, requisition forms with invoices, expense receipts)
· Accounting records (folders, invoices etc.)

· All correspondence relating to income 

· An individual file for each employee which contains contractual and financial documentation 

· Budgets 

· Financial Returns to funders 

· Tax Returns

· Payroll 

· General correspondence 

· Accountants/Audit correspondence 

25. 
How do we award salary increases ? 

Salary increases should be properly authorised.  It is important to establish who approves staff increments, wage increases and any National Wage Agreements and whether salaries are linked to appraisals/work performance or if they are awarded on the anniversary of an employees start date.
26. 
How do we handle Pensions ?
The FSA pay a contribution of up to 10% towards the cost of the employer’s pension contribution.  The employee must match this payment by two to one.  If the employer is not contributing towards a staff pension all staff must be advised of their rights in relation to Pension/PRSA’s.   
27. 
What is our financial accountability schedule to the 
Family Support Agency (FSA) ?
Quarterly returns are sent to the FSA within thirty days of the end of every quarter.  The quarters are;
· 1st January to 31st March 

· 1st April to 30th June 

· 1st July to 30th September 

· 1st October to 31st December 

The FSA also require a Project to send in a set of Audited accounts by the 31st March of the following year.  It is very important when having your accounts audited to get the Auditor/Accountant to do a segmented breakdown of the Projects accounts showing a breakdown of the money, the actual income and actual expenditure.  

The FSA must have the following before any quarterly payments are made to a Project.
· A Tax Clearance Certificate 

· Audited accounts by the end of March including segmented accounts 

· Quarterly returns up to date 

· Speak Report sent in by the end of March
28. 
What are the Projects responsibilities in sending 
our Audited Accounts to the Companies Office ?
All the activities of the Project must be included in the annual financial statements and audits.  The annual financial statements should be formally reviewed and approved by the VBOM before the annual audit. 

A company limited by guarantee is required by law to have books of accounts kept in a continuous and consistent manner and audited annually.  The VBOM must appoint an external auditor for the independent annual audit of accounts.  The aim of the audit is to verify that accounts are accurate and complete.  The main areas of review during an audit will be;
· Books of accounts 

· Documentation 

· Bank statements 

· Bank reconciliation 

· Financial controls and procedures 

· Asset register

An audit report must be signed by two directors and submitted to the Companies Registration Office (CRO) each year with a B1 form on its Annual Return Date (ARD).
Every company has its own ARD by law.  Companies incorporated on/after March 2002, first ARD date is six months after incorporation.  The second and subsequent ARD will fall on the anniversary of the company’s first ARD unless the company elects to change it.  

If annual returns and accounts are late being filed with the CRO an automatic late filing penalty of €100 will be imposed.  In addition a daily penalty of €3 will accrue from day thirty onwards up to a maximum of €1,200 per return.  A company maybe struck off the register and dissolved for failing to file a return.  If a Project requires extra time for filing a return, an application maybe made to the High Court on notice to the CRO.

29. 
What are Fixed Assets  ?
An overall fixed asset schedule should be kept and updated regularly.  All fixed assets (furniture, computers and equipment etc.) should be checked at regular intervals to ensure they remain in good repair. It is important to have an authorisation policy in place relating to the purchase of capital expenditure.  
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