
Churches Together in England (CTE)
Financial Management Policy

Background

This document sets out a framework of good practice to help CTE establish and maintain robust financial systems. Sound financial management and controls are essential to provide an effective framework for financial planning and accountability and to safeguard the use of Board funds.

These procedures apply to all staff with financial responsibilities.

CTE operates its financial accounts using Sage 50, although from 1st January, CTE will be using Quickbooks Online.  It is the responsibility of the General Secretary, in conjunction with the Financial Consultant, to ensure the security of the system and that regular and secure back-ups are made.

The principles of financial management and the standards which should be met are summarised here in key areas. The Board will reassess on an annual basis whether existing controls are sufficient to meet the principles behind the standards.
There is a particular issue for CTE in the separation of duties.  The very small number of core staff means that it is not always possible to achieve the separation of duties found in larger organisations and called for by some of the following standards.  In such cases CTE’s approach to the standard will be documented.

A. Governance

The Board has overall responsibility for the financial affairs of CTE, including statutory responsibilities in relation to CTE's status as a charitable company. It reports to the Enabling Group, which meets twice-yearly; one of these meetings is CTE’s Annual General Meeting.  
The day-to-day financial management of CTE has been delegated by the Board to the General Secretary.

Governance needs not only to be effective but to be seen to be effective. The provision of clear minutes of decisions is one aspect of openness.  Another is the maintenance of a register of business interests and other responsibilities of members of the Board as evidence that private or personal interests do not influence decisions taken by the Board.

The Finance and Operations Committee (FOC) has been delegated the responsibility to oversee the financial affairs of CTE on behalf of the Board, in accordance with the agreed budget.  

The Finance and Operations Committee (FOC) has been delegated the responsibility to oversee the management of the investment affairs of CTE on behalf of the Board. 

The Finance and Operations Committee (FOC) has been delegated the responsibility to oversee the mitigation of risks on behalf of the Board.

The Financial Consultant is responsible to the General Secretary for the accounting, budgetary and custodial functions of CTE.

All staff are severally and collectively responsible for the security of the property of CTE, for avoiding loss, for economy and efficiency in the use of resources and for ensuring compliance with the requirements of these Financial Management Policies.
See CTE Rules of Delegation and Levels of Authority for a more detailed description of these powers of delegation and procedures for carrying them out.
The standards

A1 The roles and responsibilities of the Board, including the Chair of Trustees and Honorary Treasurer, sub-committees, General Secretary and other staff in relation to financial decision-making                          and administration should be set out in writing.

A2 The FOC should consider strategic financial issues on behalf of the Board. 
A3 The FOC should recommend to the Board the financial limits of delegated authority. 
A4 The FOC should agree with the General Secretary the minimum frequency, level of detail and general format of the financial information to be provided to it, especially in relation to budget monitoring reports.

A5 Minutes should be taken of all meetings of the Board and its sub-committees and should include all decisions and by whom action is to be taken.

A6 CTE should establish a register of business interests via its annual conflicts of interest returns and other responsibilities of the members of the Board and its sub-committees, and any other staff who influence financial decisions. 

A7 Decisions of the FOC may take without reference to the Board include:-

(a) Budgetary control, within approved budget.

(b) General financial management within set policy.

A8 Decisions which the FOC may take without reference to the Board include Investment powers over CTE’s own assets and those assets of which CTE is managing trustee.

A9 The Financial Consultant shall prepare during February/ March, draft annual accounts to comply with the Companies and Charities Acts. The auditors (or independent examiner) shall be appointed by CTE in accordance with the Companies Acts, and agree a timetable for the audit of the annual accounts with the Financial Consultant to fit in with the timetable for their approval.  The Financial Consultant shall be responsible for ensuring the co-operation of CTE staff with the auditors.  The auditors shall be required to discuss their report on the accounts and related matters if required with the FOC or the Board. The statutory accounts shall be approved by the Board, auditor’s report attached, and included with other accounting information and annual reports and laid before CTE      in general meeting for adoption.  

B. Financial planning
Financial planning is an essential part of good financial management and provides the Board, and its sub-committees with a clear view of how to use available resources. 

The annual budget sets out how resources are allocated and provides both a mechanism for monitoring income and expenditure through the year and a framework to enable the Board, the FOC and the General Secretary to relate income and expenditure to the vision of the organisation.
The standards

B1 The Budget should be set in line with CTE’s strategic vision.  Any new initiatives should be carefully appraised, including costs/benefits and financial sustainability.
B2 The annual budget should be based on realistic estimates of all expected expenditure and income, so that, unless specifically approved, planned expenditure does not exceed the available income.

B3 Responsibility for particular areas of the income and expenditure budget and reserves shall be allocated to a budget holder by the Board.  The budget approved by the Board shall not be amended in any material respect except by the Board itself at subsequent meetings.
C. Budget monitoring
Regular monitoring of income and expenditure against the agreed budget is central to effective financial management.  It allows the FOC and the General Secretary to maintain financial control by reviewing the current position and taking any remedial action necessary.

It is recognised that the original budget may need updating to take account of in-year developments.  A copy of the original budget and records of any subsequent amendments should be retained to support future budget construction.

Careful monitoring of the budget provides a mechanism to hold budget holders to account. This applies both to the use of devolved budgets within CTE and to the way in which CTE’s resources are being used.

In practical terms, budget monitoring involves producing regular monitoring reports and drafting proposed plans of action to tackle any significant variances. This process should be carried out at all levels of management, including any devolved budget elements. Expenditure on individual initiatives should also be tracked to enable the FOC to assess their cost and effectiveness. By receiving regular reports, the FOC can feel secure about the way their decisions are being implemented and take action where it is needed to bring about changes. In this way, budget monitoring becomes an important guide when setting the budget for the following year.

The standards

C1 The Financial Consultant shall be responsible for instituting and maintaining a system of periodic reports and producing quarterly variation statements. Budget holders shall monitor and control their respective budgets and expenditure, and should notify the Financial Consultant and seek approval from the Board of any actual or anticipated excesses or overspends.  Interim accounts comparing actual income and expenditure with approved budgets shall be prepared by the Financial Consultant on a quarterly basis and shall be reviewed by the FOC and reported to the Board.
D. Purchasing

CTE should achieve the best value for money it can from all purchases, whether of goods or services.  In this context, value for money is about getting the right quality at the best available price.  This may mean looking further ahead than the immediate purchase, especially when selecting equipment, and taking into account associated costs such as supplies and maintenance.

It is important that contract specifications contain detailed service and quality provisions.

Many of the standards in this section are there to protect individuals and to ensure that CTE money is spent without any personal gain.  Purchasing procedures are needed to prevent waste and fraud.  The Board needs to know to whom they have delegated authority to make purchases and to be confident that they are carrying out the task effectively.
The standards

D1 CTE should always consider price, quality and fitness for purpose when purchasing goods or services.  It recognizes that value is not simply expressed in monetary terms.  Other factors taken into account in purchasing decisions include delivery times, delivery deadlines and standard of work.  If, as a result, a quotation other than the lowest is accepted, the reasons shall be recorded by the appropriate Board or sub-committee.
D2 Only authorised budget holders or those to whom appropriate authority has been delegated       in writing shall place orders for goods and services with third parties, thereby committing CTE to payment following supply. 
D3 Multiple quotations should be obtained for contracts and purchases over specified limits as shown in CTE Rules of Delegation and Levels of Authority.
D4 All payments shall be authorised by the appropriate budget holder (or someone to whom the budget holder has delegated authority) and supported by adequate documentation, e.g. invoices, minute references, loan agreements, file references.  Confirmation from the budget holder should indicate that both arithmetic and validity checks have been made.  The Head of Operations shall be responsible for ensuring that all payment requests have been properly authorised and supported before the related payment is made.

D5 Approvals for purchases and sales (including long leases) of land and buildings shall be the responsibility of the Board although the Chair of Trustees shall be empowered to act on its behalf in accordance with agreed limits and/or approved budget items. Approvals for the purchase and sale and long leases of land and buildings shall be given only with full information on the sources and destinations of related funds.  Notwithstanding the above, where a property transaction has not been budgeted for in the current approved budget, the Board’s prior approval of the transaction shall be necessary. The General Secretary shall be responsible for the maintenance of adequate records of property and housing. In property transactions the advice of property surveyors and solicitors shall be sought. 
D6 Payment should be made within time limits specified in law for the payment of debts and only when a proper invoice has been received, checked, coded and certified for payment. 

D7 Goods and services should be checked on receipt to ensure they are as expected.
D8 All paid invoices and claims should be marked with the relevant cheque number or BACS reference and stored securely.

E. Financial controls

CTE has many systems for processing and recording financial transactions.  Such systems are important for two reasons.  Firstly, they serve to protect CTE’s resources from loss or fraud.  Secondly, they provide information to the FOC about how the budget is being spent. Accuracy is, therefore, important.
By building internal financial controls into systems, the FOC and the General Secretary may be confident that transactions will be processed properly and that any errors or fraud will be detected quickly. 

Examples of internal controls are:

· internal checks - one person checking another person’s work;

· separation of duties - distributing the work so that key tasks are assigned to separate members of staff;

· systems manuals - clear, readable descriptions of how systems work    and who does what;

· a system of authorisations - each transaction is authorised before passing on to the next stage of the process.
These controls are there to safeguard staff and CTE alike. They ensure that:

· payments are made only to bona-fide employees and suppliers;

· payments are made only for goods and services actually received;

· cash transactions are secure in all respects. 

Clear and well-organised records are essential.  As a minimum, documents and computer files should not be destroyed before the completion of the audit of accounts for the relevant financial year.  
The standards

E1 The General Secretary should ensure that CTE has written descriptions of all its financial systems and procedures. These should be kept up to date and all appropriate staff should be trained in their use.

E2 The General Secretary should ensure that financial control is maintained in the absence of key personnel, through staff training, job shadowing or other means.

E3 The General Secretary should ensure that duties related to financial administration are distributed so that where possible at least two people are involved. 
E4 The General Secretary in conjunction with the Financial Consultant should ensure that proper accounting records are created and maintained and that all documents relating to financial transactions are retained for at least 6 tax years.

E5 All financial transactions must be traceable from original documentation to accounting records, and vice versa.

E6 Any alterations to original documents such as cheques, invoices and orders should be clearly made in ink or other permanent form, and initialled.

E7 All accounting records should be securely retained when not in use and only authorised staff should be permitted access.

E8 The General Secretary in conjunction with the Financial Consultant should ensure that all expenditure from sources of designated or restricted funding is accounted for separately and that the funding is used for its intended purpose.

E9 The FOC will be responsible for the investment of CTE’s funds in accordance with policy laid down by the Board.  The FOC shall be responsible for the approval of investment guidelines in consultation with professional investment managers approved by the Board.

F. Income

Income is a valuable asset and is, therefore, vulnerable to fraud. It is vital that appropriate controls are in place to ensure its security.

This section covers general income controls. These include establishing procedures that ensure that income is banked regularly and that the amount banked is reconciled with the amount receipted (where relevant).

Frequent and regular checking against bank records is important to ensure that all income is secure. 

The standards

F1 Proper records should be kept of all income due.

F2 The Head of Operations is responsible for identifying sums due.

F3 Where invoices are required, they should be issued within 30 days.

F4 Cash and cheques should be kept securely to safeguard against loss or theft until they can be banked.

F5 Bank paying-in slips must show clearly the split between cash and cheques and list each cheque individually. If staff availability permits, banking shall be done by a different staff member than the person who completes the paying-in slip. 

F6 Income collections should not be used for the encashment of personal cheques or for other payments.

F7 Finance staff should reconcile on a monthly basis the sums collected with the sums deposited at the bank.

F8 The supply of any goods or services by CTE for which payment is expected shall be evidenced by the issue of a CTE invoice in the prescribed form and in accordance with the system laid down by the Financial Consultant.   It shall be the responsibility of the Head of Operations to ensure that payment is received as soon as possible and chased at regular intervals. The Financial Consultant shall review unpaid outstanding invoices over three months old.

F9 The General Secretary and/or Chair of Trustees may authorise the writing-off of debts up to an approved limit. The Board should authorise higher amounts.

G. Banking
The proper administration of bank accounts is at the heart of financial control.  In particular, regular bank reconciliations are essential.  They prove that the balances shown in the accounting records are correct and provide assurance that the underlying accounts are accurate.  The standards in this section cover bank account, cheque and credit / debit card controls.  Failure to keep to these standards leaves areas of Board’s finances open to potential error or fraud, and indicates a possible breakdown in the internal control systems.

The standards
G1 The Financial Consultant should obtain bank statements at least monthly and these should be reconciled with the accounting records. Any discrepancies should be investigated.

G2 All bank reconciliations should be signed by the person performing the reconciliation. They should also be reviewed and countersigned by the Financial Consultant or General Secretary.

G3 All funds surplus to immediate requirements should be invested to optimal effect in accordance with the investment policy determined by the Board.

G4 CTE’s bankers should be advised that CTE should not be allowed to go overdrawn or to negotiate overdraft facilities.

G5 CTE procedures should stipulate that all cheques must bear the signatures of two signatories approved by the Board.

G6 All electronic payments in excess of £1,000 must bear the electronic signature of two signatories approved by the Board. The password for releasing payments by electronic transfer to the bank shall be known only to the General Secretary and the General Secretary, and should not be used by the person who has input the transactions to CTE’s computer system.
G7 The Head of Operations should maintain a list of all bank accounts held and the signatories for each.

G8 All bank account and credit/debit card fees/charges must be properly accounted for.

G9 Bank accounts in the name of CTE shall be opened only on the minuted authority of the Board.  No bank accounts shall be opened in the name of CTE except on the minuted authority of the Board.
G10a Use of a credit or debit card by the General Secretary and one other staff member authorised by the General Secretary (normally the Operations Manager) may be authorised by the FOC (Finance and Operations Committee) for low value purchases. This should draw on a separate account created for the purpose, containing no more than £1000.

G10b Use of an online expenses system (Pleo) by Staff may be authorised by the FOC (Finance and Operations Committee) for low value purchases (in line with Standard G6). An amount will be held on the online expenses system for the purpose, containing no more than £4,500 (Nov 2023).

G11 Any petty cash should be held securely. Top up of the cash held should be made in conjunction with the weekly banking processes. All withdrawals from petty cash should be signed and the account reconciled monthly, and additionally checked without warning at least every 6 months.
H. Payment of Staff
CTE’s General Secretary and Financial Consultant are responsible for ensuring that current legislation in complied with and for ensuring that payroll and personnel controls are in place.
The standards

H1 No salaried post shall be created or made redundant except on the minuted authority of the Board. Those with the Board’s authority to appoint candidates shall prior to the appointment consult with the General Secretary as to the terms and conditions of employment for the particular post, and inform the General Secretary immediately following appointment so that the contract can be issued, and payment arrangements made, and so that the Board can be made aware of the appointment.

H2 All appointees shall be subject to the Board’s standard terms and conditions of employment. These standard terms and conditions of employment shall only be varied with the agreement of the Chair of Trustees.
H3 Salaries shall be reviewed annually in accordance with the Remuneration Policy.  Recommendations for an incremental increase following completion of the agreed staff appraisal procedures for the preceding period shall be referred to the FOC.

H4 The General Secretary shall be responsible for the issue and regular review of all CTE contracts of employment.

H5 All CTE employees shall be entitled to join CTE’s grouped personal pension plan in line with auto enrolment regulation.  The Financial Consultant shall ensure that employee and employer contributions are paid to the pension provider promptly and in line with regulatory requirements.
H6 At least quarterly and independently of persons responsible the payroll shall be checked to minimise the possibility that fictitious names and enhancement payments have been included.
I. Assets

CTE owns items of material and equipment ranging from library books to computers.  A register of fixed assets should be maintained.  The FOC should establish a threshold value below which inclusion in the register is not necessary.  
The standards

I1 Up-to-date registers should be maintained of all items of equipment above the established threshold value. 

I2 Safes and similar deposits should be kept locked and the keys removed and held in a different location.

J. Insurance
CTE has risks against which it should be protected by insurance. Such risks include third party liability, property and money, including holding cash. It is important that CTE reviews its exposure to such risks on a regular basis to ensure that cover remains adequate. 

The standards

J1 The General Secretary and Financial Consultant should review all risks annually, to ensure that the sums insured are commensurate with the risks, including employer’s liability.

J2 The General Secretary should notify the Board’s insurers of all new risks, property and equipment which require insurance or of any other alteration affecting the existing insurance.

J3 The General Secretary should immediately inform its insurers of all accidents, losses and other incidents that may give rise to an insurance claim.

J4 Insurance arrangements should cover the use of CTE property when off the premises
K. Risk Management
Risk is an integral part of any organisation’s activities. The Board’s risk management process undertakes a best practice approach and focuses on understanding the key risks and managing them within acceptable levels. 

The following steps outline the Board’s approach to risk management, which is monitored by the FOC:

· Identify the most significant risks arising from operations on an on-going basis.

· Prioritise risks based on the likelihood of occurrence and potential impact.

· Implement strategies to mitigate risks.
· Monitor effectiveness of risk management efforts.
The standards

K1 The General Secretary will maintain a Risk Register which records all identified risks.

K2 The Risk Register will be reviewed by the Finance and Operations Committee on a quarterly basis, and updated as necessary.   

K3 The Board will review the Risk Register on a quarterly basis.
L. Use of Reserves
CTE should ensure that the reserves of the organisation are used appropriately and in line with its approved reserves policy and regulatory guidance.

The standards

L1 A designated fund in CTE accounting records shall be created only with the approval of the Board. 

L2 Power to commit or earmark funds from a restricted or designated fund in accordance with the specific purpose of that fund, shall only be given by the Board or a committee which has been given authority to do so by the Board.

This policy will be reviewed annually by CTE.
Approved by the Board of Trustees of Churches Together in England
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