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5. Financial management and systems

What these standards cover

Good financial management in an LMA depends on effective financial controls being in place. Financial controls include systems for monitoring and controlling the organisation’s finances, for budgeting and for reporting. 

These standards set out key elements for the effective management of financial resources, taking into account the legal responsibilities of the LMA and its trustees as well as accountability to stakeholders. 

Note: quality in this area is dependent on meeting legal requirements.

5.1 The standard for financial management

The LMA ensures that good practice is achieved with regard to the control of finances. All legal requirements are met. Accountability for all income and expenditure is clearly demonstrated.

Level 1 (minimum requirements)

Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.1.1.1 The LMA prepares accounts according to the methods and principles contained in the Statement of Recommended Practice: Accounting and Reporting by Charities (SORP, revised 2005).
· audited accounts, financial books and records
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Type here

5.1.1.2 The LMA meets Inland Revenue, Customs and Excise (VAT), Department of Social Security and Charity Commission requirements.
· records of tax returns, PAYE and other authority requirements
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Type here

5.1.1.3 There is a named individual (finance officer) with overall responsibility for the LMA’s finance functions.
· named person

· confirmation from named person of their responsibility and role
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Type here

5.1.1.4 Responsibility for carrying out financial duties is clear, so that financial transactions handled by one person can always be checked by another.
· list of people with responsibility for financial transactions

· confirmation of how procedures are undertaken 
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Type here

5.1.1.5 The LMA ensures that workers and trustees with specific financial responsibilities have the appropriate skills and experience.
· records of job descriptions and job roles

· records of training for financial responsibilities 
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Type here

5.1.1.6 There are written procedures for banking, income and expenditure, petty cash, salaries and the monitoring of cash flow and these are followed.
· written procedures for handling and banking income

· petty cash books, copy invoices, records for banking and purchases
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Type here

Level 1 – The standard for financial management (continued)
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.1.1.7 All financial systems are controlled and are regularly monitored.


· books and accounts

· record of financial management meetings, trustee finance reports

· annual report 
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Type here

5.1.1.8 Annual accounts are prepared and are audited annually as required by the Companies Act and Charities Act and are submitted on time. (Trustees are provided with and act upon up-to-date financial information.)
· audited accounts

· accountants report

· record of trustee meetings/finance reports

· annual report
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Type here

5.1.1.9 Professional advice is taken where appropriate.



· accountant’s report

· record of training

· named external financial advisor

· financial expert on trustee board 
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Type here

5.1.1.10 Banking is done regularly with due regard for personal and financial security.


· banking records

· policy/procedure for personal and financial security
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Type here

5.1.1.11 The LMA has appropriate insurance cover.

· up-to-date insurance policy details


 FORMCHECKBOX 
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Type here

Level 2 – The standard for financial management 
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.1.2.1 There is written procedures for purchasing, invoicing and credit control and these are followed.
· written purchasing, invoicing and credit control procedures
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Type here

5.1.2.2 Financial audit trails for separate services are readily identifiable.


· documented budgets and budget planning

· record of budget codes 

· financial reports to trustees/ management re different services
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Level 2 – The standard for financial management (continued)
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.1.2.3 There is an annual review of all financial procedures and processes.


· record of financial review meetings

· examples of procedures being up dated or developed

· reports to funders
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5.1.2.4 The LMA reviews its type and level of insurance cover.
  


· examples of insurance quotes and development of  cover over time

· record of meetings reviewing insurance needs
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Type here

5.1.2.5 The LMA has a policy on financial risk assessment, linked to the level of reserves.
· written financial risk management policy

· written reserves strategy
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Type here

Level 3 – The standard for financial management 
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.1.3.1 There are written financial procedures covering all aspects of financial activities and there is an effective internal programme to audit these procedures.
· written financial policies and procedures 

· record of internal auditing procedures
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Type here

5.1.3.2 There is a review of auditors, bank, pensions and investment services and other major expenditures that is cyclical, timely and relevant.
· record of review meetings

· list/correspondence with potential auditors

· examples of changes to auditors
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Type here

Extra evidence/comments/areas of special interest

Type here


5.2  The standard for budgeting and reporting

The LMA has a financial strategy. Financial information is used to inform planning and decision making, and to assist management to improve and develop services.

Level 1 (minimum requirements)

Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.2.1.1 Financial projections covering income and expenditure are part of the annual plan and are communicated to LMA workers, trustees and users.



· yearly budget

· financial reviews and action taken 

· revised financial forecasts

· record of how information is communicated to workers, trustees and users
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5.2.1.2 There is an annual budget agreed by the trustees.
· annual budget

· record of trustee agreement to budget
 FORMCHECKBOX 
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Type here

5.2.1.3 Actual income and expenditure are reviewed against budgets at least quarterly by trustees, and action taken as appropriate.
· quarterly budget reports

· budget meetings with trustees with example of actions taken
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Type here

5.2.1.4 The individual with responsibility for financial functions has a core role within the LMA and has the appropriate skills and experience to assist in the development of the LMA.
· named individual with job role
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Type here

5.2.1.5 Trustees and appropriate workers are involved in planning the budget.

· list of individuals involved in budget planning

· minutes of budget planning meetings
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Type here

Level 2 – The standard for budgeting and reporting
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.2.2.1 The LMA works to full cost recovery. 



· budgets and cost calculations showing full cost recovery

· applications for funding
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Level 2 – The standard for budgeting and reporting (continued)
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.2.2.2 The LMA regularly reviews its budgeted posts, and makes changes where necessary.
· record of budget review meetings with actions taken
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Type here

5.2.2.3 Strategic and business plans anticipate future financial resource needs.

· strategic plan

· business plan

· record of planning meetings
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5.2.2.4 Individual budget holders receive monthly reports on actual income and expenditure. 
· monthly budget reports
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Type here

5.2.2.5 There is an income generation plan (which includes the management and control of income) that includes different sources of potential income, and progress against achievement of targets is monitored.
· fundraising plan

· record of fundraising activity

· fundraising meetings
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Level 3 – The standard for budgeting and reporting
Examples of evidence that show the LMA is meeting the standard
Not met
Part met
Fully met
Evidence from LMA and any further comments or areas for action

5.2.3.1 Financial projections in the business plan cover contingencies, fundraising and investment strategies.
· business plan

· written financial strategy 
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Type here

5.2.3.2. Strategic planning involves a review of resources and staffing requirements with regard to changing service delivery.
· record of strategic planning meetings

· record of review meetings with actions taken
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Extra evidence/comments/areas of special interest

Type here
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