Appendix C: 

NHWN’s Financial Arrangements (NCVO report)

NHWN’s Financial Management Requirements and Procedures

NHWN manages its financial resources effectively, efficiently and economically.  The Trustee Board and Operations Manager understand their legal responsibilities and accountability for financial control and implement good financial practices.

1. Background

NHWN was originally established as an unincorporated association but applied for and was granted charitable status in late 2009.  NHWN is currently seeking to recruit three paid members of staff and will be in receipt of a grant from the Home Office from 1st April 2010.  NHWN intends to become a charitable company during 2010/11 and will also be actively seeking to secure additional funding and resources in order to further its charitable objects.  

To date, NHWN’s financial management procedures have been proportionate to its needs and appropriate to the level and scale of its activities.  NHWN has recruited an Honorary Treasurer with the financial skills that will enable them to develop the procedures that they will require as the organisation develops and becomes a charitable company.

NHWN currently operates in accordance with its ‘constitution’ but as it becomes incorporated it will be adopting a new governing document.  In this way NHWN will need to ensure that any limitations or lack of explicit powers that it finds are missing in the current constitution are dealt with in their new Articles of Association, as far as is possible. 

The Treasurer, as an interim measure, has been managing the finances on a ‘manual basis’ but is in the process of purchasing a business/accounting software package.  All of NHWN’s accounts will be managed by this new software package and the Treasurer intends to go back and manually input all income and expenditure since NHWN’s inception.  In this way, all financial information will be held in one place.  

NHWN has a bank account and cheques or other expenditure authorisations require the signature of two trustees which is usually the Chair and Treasurer.  The Treasurer is the only person to hold a cheque book and he also maintains a system for the retention of all receipts.  NHWN has a budget for 2010/11 which has been approved by the Trustee Board.

2. NHWN’s Financial Management Requirements (this is not an exhaustive list and needs to be reviewed by the Trustee Board):
2.1
There is an annual financial audit undertaken by (insert name of independent examiners or auditors). Financial reporting is submitted to the Charity Commission/Companies House (in future) as required by law.

2.2
An annual budget, by project (restricted and unrestricted) is set by (insert who is responsible?) and is adopted by the Board (state when). Monthly (or state how often if less frequent) financial monitoring reports are prepared by (insert who is responsible) and reported to the Trustee Board.  The reports cover income, expenditure by project (restricted and unrestricted) and variance against the annual budget.  

2.3
There are written procedures which detail financial systems and evidence that they are in use. The effectiveness of financial systems is regularly monitored.

2.4
Financial information is used to review business plan objectives in order to ensure that resources are sufficient to meet the planned activity.

2.5
Trustees, Regional Representatives and other volunteers are reimbursed for reasonable, ‘out-of-pocket’ expenses which are in accordance with the relevant expenses’ policy. 

3.  A Summary of the Key Financial Responsibilities of NHWN’s Trustees Include:

3.1 Ensuring that the charity’s assets and income are used exclusively to pursue its objects.  It is a breach of trust to undertake any activities outside NHWN’s objects and Trustees could be held personally liable to repay to the Charity any money spent in this way.

3.2 Ensuring proper accounting records are kept of all transactions (monies received and paid and all assets and liabilities).  The accounting records should disclose with reasonable accuracy, at any time, the financial position of NHWN and any choice of accounting system should be proportionate to its needs.  Trustees are not required to keep the records themselves but could delegate the task to staff, volunteers or an external agency.  Whilst accounting records for unincorporated charities must be kept for at least six years it is also seen as good practice for charitable companies to do the same. Trustees also need to be aware of any funder requirements in respect of the retention of accounting records.

3.3 Ensuring that reasonable steps are taken to prevent and detect fraud and other 

irregularities.  (If NHWN becomes large enough to warrant having internal audit staff these staff should report directly to the Board.)  According to Charity Commission Guidance http://www.charitycommission.gov.uk/Publications/cc8.aspx
“It is important to remember that while the vast majority of people are honest, all organisations 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 (eg by not separating charity funds from their own).”
3.4 Ensuring annual reports and accounts are produced in a form that satisfies the requirements of regulators, the charity’s governing document and are filed with regulators as required.  NHWN should ensure that any independent examiner or auditor has relevant charity accounting experience and where a professionally qualified independent examiner is needed (£250k - £500K & less than £2.8m (£3.6) in assets), the examiner must be a member of one of the bodies listed in Independent examination of charity accounts.  Charity Commission guidance (CC31).

3.5  Approving and monitoring of budgets.  Budgets, although not a legal requirement, perform three central functions – controlling activities involving income and expenditure relating to both capital and revenue items; monitoring financial performance and planning future operations. If NHWN’s Trustees delegate budget setting to staff then they must ensure that they receive sufficient information to enable them to scrutinise the information before approving it.  

In order to monitor its budget, NHWN’s Trustees should ensure that they receive regular reports (management accounts) which, amongst other things, show a comparison between budgeted income and expenditure and actual income and expenditure and an explanation for any ‘significant’ variances.  The reports should also advise the Trustees of any action that may be required to bring income or expenditure into line with the budget or forecast.

3.6 Ensuring that proper control is exercised over both income and expenditure in particular monitoring continued solvency.  In order to provide a point of reference for staff and financial agents and to ensure continuity of good financial practice, trustees should draw up regulations/procedures for the conduct of the charity’s financial affairs.  As above see Charity Commission guidance CC8 - Internal Financial Controls For Charities - http://www.charity-commission.gov.uk/Publications/cc8.aspx
NHWN’s procedures should be proportionate to its size and the scope of its activities and should recognise the need for sufficient authority to be delegated to staff so that they can fulfil their contractual obligations.  In general however all trustees should ensure that internal financial procedures include:

3.6.1. 
details of responsibility for maintaining financial records and 
preparing reports;

3.6.2. 
the basis on which trustees delegate responsibilities for 
financial matters to paid staff, volunteers, sub-committees or 
financial agents;

3.6.3. 
procedures for preparing and approving financial plans and 
budgets;

3.6.4. 
the charity’s banking arrangements;

3.6.5. 
the payment of staff and other agents of the charity;

3.6.6. 
policies and procedures for purchasing goods and services;

3.6.7. 
procedures for authorising expenditure on behalf of the 
charity;

3.6.8. a detailed description of the duties and responsibilities of the honorary treasurer;

3.6.9. procedures for controlling, opening, listing and distributing incoming post, including monies received;

3.6.10. procedures for authorising and controlling activities concerned with raising or generating funds by or on behalf of the charity.  The board should review these regulations from time to time to ensure that they are in keeping with the changing needs of the charity.

3.7 
Monitoring any fundraising policy and activities.

3.8 
Overseeing any trading activities.

3.9 
Ensuring that the tax affairs of the charity are managed effectively

3.10 Ensuring that any investments earn the best possible return without putting the capital at risk.

3.11 Ensuring that investments are invested in accordance with the charity’s powers as set out in its governing document and in accordance with any agreed socially responsible policy.

Extract from a charity’s office manual on financial procedures: 
Charity XYZ produces annual accounts which are independently examined / audited by (insert name of examiners) and sent to the Charity Commission and Companies House within the following deadlines: 

Charity Commission by (insert date)
Companies House by (insert date)
Charity XYZ employees a book-keeper and the role is carried out by: (Name/s)

Charity XYZ’s bankers are:

(Bank Name/s and address/es)
Charity XYZ maintains the following bank accounts:

(Type/s of account/s and number/s)

The following are signatories:

Chair

Treasurer

Vice Chair

Manager/Chief Executive

(Insert up to two other trustee board names)

The following limits apply:

	Cheques signed by

Manager and one or two trustees
	Up to [ amount ]

	Cheques signed by two trustees


	[ Amount ] and over

	Expenditure which must be authorised and minuted by the trustee board


	[ Amount ] and over

	Petty cash float limit


	[ Amount ]


4.  Financial Management Policies that will be needed by NHWN

As previously mentioned NHWN is currently increasing in size and the scale of its activities.  The will therefore be an increasing need for the Trustee Board to delegate matters to delegate some activities, as allowed by the governing document, to others – individual trustees, staff, volunteers or advisors.  One of the ways in which a trustee board can manage its delegation is through the use of written policies and procedures which set out clearly how the organisation should be run.  As would be expected, there are a number of financial policies that NHWN’s Trustee Board will need to create during its next phase of development.  Some of the most important ones include:

4.1 Internal Financial Controls

4.2 Authorisation of Contracts

4.3 Procedures around the Board’s role in monitoring finance

4.4 Reserves Policy

4.5 Trustees & Volunteers Expenses 

4.6 Investments (if/when applicable)

4.7 Fundraising, including working with Corporates (if applicable)

5.  NHWN’s Trustees have the Requisite Financial Management Skills 

As mentioned above, NHWN has recruited an Honorary Treasurer who has the financial skills that will enable them to develop the procedures that they will require as the organisation develops and becomes a charitable company.  All of NHWN’s Trustees, however, should take an active interest in the organisation’s financial affairs and exercise care when appointing or supervising anyone to manage its finances.  Individual trustees remain responsible for the financial affairs of the charity and would share liability for any financial wrongdoing.

NHWN is therefore mindful of the fact that all of its trustees should either have, or be prepared to develop, basic skills in financial management.  All trustees should be able to:

· Interpret financial reports and advise on appropriate action to be taken;

· Guide professional advisers entrusted with property and financial reserves;

· Assist and monitor fundraising activities;

· Recognise actual or threatened insolvency.

To this end, NHWN has role descriptions for all of its trustees and specific role descriptions for the Chair and Honorary Treasurer.  NHWN will be carrying out a skills audit of all of its trustees and this information will then feed into a ‘training needs analysis’ and ‘board learning plan’.  NHWN also intends to develop a Code of Conduct which will supplement the role descriptions and establishes a set of organisational values such as – integrity, honesty, transparency etc.  Crucially, NHWN has also designated a sum of money in its first annual budget to ensure that its Trustees training needs are met.

6.   Role Description for the Treasurer of the Neighbourhood and Home Watch Network

Trustee Responsibilities
The Honorary Treasurer will fulfil all the duties, obligations and responsibilities of a trustee. In addition, he or she is authorised by the trustee board to carry out additional duties as described below.
Duties toward the Board

· To guide and advise fellow trustees on the finance sub-committee (where one exists) and/or the trustee board in the approval of budgets, accounts and financial statements;

· To inform the trustee board about its financial duties and responsibilities and to assist in developing their financial skills and understanding;

· To advise on the financial implications of the organisation’s strategic plans and key assumptions in the operational plan and budget, especially those outside the agreed boundaries of management authority;

· To ensure the development of an appropriate reserves policy and to provide assurance that the financial resources of the organisation meet its present and future needs;

· To ensure the development of an appropriate investment policy (where required); to ensure that there is no conflict between investments held and the organisation’s aims and values;

· To ensure the establishment of an adequate system of internal financial controls and to monitor its implementation and effectiveness;

· To monitor the organisation’s investment activity (where appropriate) and ensure its consistency with policy as well as with legal responsibilities; 

· To develop financial skills and expertise on the board and among trustees.

Legislation and Reporting

· To ensure the organisation’s compliance with financial legislation;

· To ensure that accounts are prepared and disclosed in accordance with the requirements of statutory bodies and funders, reviewed or audited as required, and that audit recommendations are implemented.

Other Duties

· To work in close co-operation with the Operations Manager, and provide support and advice to the organisation’s staff and/or volunteers;

· To understand the accounting procedures and key internal controls which are in place, in order to be able to assure the board of the organisation’s financial integrity;

· To ensure that equipment and assets are adequately maintained and insured;

· To meet the external and/or internal auditor (where one exists), at least annually;

· To advise and guide the organisation when it appoints the Director of Finance (future requirement).

Communicating 

· To make a formal presentation of the accounts at the AGM, drawing attention to any important points in a coherent and easily understandable way;

· To contribute to the organisation’s fundraising strategy (if relevant);

· To sit on the appraisal, recruitment and disciplinary panels, as required.

7.  Treasurer’s Person Specification

In addition to the general person specification required of any trustee, the Treasurer should have the following characteristics:

· Financial experience

· Financial qualifications desirable (for larger organisations)

· Experience of organisation finance, fundraising and pension schemes (as relevant)

· Experience in budget setting and monitoring 

· Experience of working in the voluntary sector

· Knowledge of the sector’s reporting regime

· Ability to present financial information clearly, make it understandable for non-finance people

· The skills to analyse proposals and examine their financial consequences 

· The skills to manage change

· The skills to analyse and interpret financial data

· Willingness and approachability to deal with enquiries from trustees and staff on an ad hoc basis

(Based on the Treasurer’s Role Description in NCVO’s The Honorary Treasurer’s handbook: A guide to Strengthening Financial Accountability which was originally taken from the Charity Finance Yearbook by Les Jones.)  




































































































































































































