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Basic terminologyBasic terminologyBasic terminologyBasic terminology
1. INCOME STATEMENT  1. INCOME STATEMENT  (See p.19 of annual accounts)
Sh  t f t  i  ti  i d  AShows movement of assets in reporting period. A
surplus/profit is a positive movement, a deficit being the 
opposite. The income Statement tells you how much you
have earned/spent in total./ p

2. BALANCE SHEET  2. BALANCE SHEET  (See p.21 of annual accounts/Balances &
Reserves of the Management Accounts). The balance sheet
provides a snapshot of the amount of assets theprovides a snapshot of the amount of assets the
organisation/FSDSIG holds at the reporting date.

3. ACCRUAL ACCOUNTING3. ACCRUAL ACCOUNTING
Records revenues and expenses when they are incurred, 
regardless of when cash is exchanged. The term “accrual”
refers to any individual entry recording revenue or expense in
the absence of a cash transactionthe absence of a cash transaction.



Basic terminology Basic terminology 
cont...cont...

4. CASH FLOW STATEMENT 4. CASH FLOW STATEMENT 
Shows the cash position of an organisation without 
adjusting for accrued revenues and expenses

5. BUDGET5. BUDGET
A plan that outlines financial and operational goals, p p g ,
helps an organisation to allocate resources, evaluates
performance and formulate plans 

6. RESTRICTED FUNDS6. RESTRICTED FUNDS
Charitable contributions tied to a specific use by the
funder and not available for general purpose, e.g.
research grants 



Basic terminology Basic terminology 
ttcont...cont...

7  DESIGNATED FUNDS 7  DESIGNATED FUNDS 7. DESIGNATED FUNDS 7. DESIGNATED FUNDS 
Funds internally ring-fenced for a specific 
purpose/special project, e.g. the new building
Fund  FSDS fundsFund, FSDS funds

8. GENERAL FUNDS8. GENERAL FUNDS
Neither restricted nor designated and available forNeither restricted nor designated and available for
general use

9. TRIAL BALANCE (or DETAIL TRANSACTION REPORT)9. TRIAL BALANCE (or DETAIL TRANSACTION REPORT)( )( )
Record of financial transactions generated by 
accounting software, which is hardcoded and cannot be 
edited or amended
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College’s Annual CycleCollege’s Annual CycleCollege s Annual CycleCollege s Annual Cycle



Role of Trustees, Senior Role of Trustees, Senior 
M  d Fi  S tiM  d Fi  S tiManagers and Finance SectionManagers and Finance Section

Strategy 
Formulation

Implementation 
of plan

Financial 
Reporting

Evaluating and 
reviewing

Trustees
Senior 

Managers 
and Staff

Finance 
Section

Trustees via 
FMC

Responsible for: 

St t
Code and 

approve  

Accounting

Prepare     
Management 
accounts

Review  
management 
accounts

Strategy

Managing the 
affairs of the 
College

approve  
transactions

Organise
events/projects

accounts

.  Prepare annual 
accounts

.  Risk 
Management

G

accounts

Evaluating & 
reporting back to 
Council

Advise if 
needed

Governance



Segregation of dutiesSegregation of dutiesSegregation of dutiesSegregation of duties

• Separation of responsibilities/duties Separation of responsibilities/duties 
is a prime internal control

• Requirement of Charity Commission, equ e e t o C a ty Co ss o ,
IAS

• Segregated duties reduce the scope g g p
for errors and oversights

• Mitigate fraud
• Adds value to the College’s 

governance system



Read and interpret Read and interpret 
iiincome statementincome statement

• Statement of Financial Activities (Income • Statement of Financial Activities (Income 
statement) on page 19 in the College’s 
annual accounts.

• How much was the surplus in 2009?
• How much was the unrealised gains/loss?

H  h  i d th h • How much was received through 
membership subscription?

• How much would the College need in order How much would the College need in order 
to meet its reserve policy (i.e. two months 
worth of general expenditure)?



Read and interpret Read and interpret 
b l hb l hbalance sheetbalance sheet

• Balance sheet on page 21.p g
• How much did the College have in cash at 

the end of 2009 compared with 2008?
• How much did the College hold in listed 

investments at the end of 2009?
• What was the College’s liquidity level in • What was the College s liquidity level in 

percentage?
• What was the College’s general reserve at 

the end of 2009 compared with 2008?
• What was the percentage of the College’s 

restricted assets compared with its total restricted assets compared with its total 
assets compared to 2008?
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Role of Financial Officers, Role of Financial Officers, 
M  d Fi  S tiM  d Fi  S tiManagers and Finance SectionManagers and Finance Section

Business plan 
formulation

Implementation 
of plan Reporting Evaluating and 

reviewing

Financial 
Officers

Division & 
Committee 
Managers

Finance 
Section

Financial 
Officers

Responsible for: 

b siness plan
Code and 

approve  
Accounting

Review  
management 
accounts

Evaluating & business plan

managing the 
affairs of the 
FSDSIGs

approve  
transactions

Organise
events/projects

Prepare     
Management 
accounts

Governance

Evaluating & 
reporting back to 
Executive 
Committee

Revise 
business plan if 
needed



Financial responsibilities Financial responsibilities 
f  f  for managersfor managers

Division ManagersDivision Managers Committee ManagersCommittee ManagersDivision ManagersDivision Managers

• Code and approve 
day to day 

Committee ManagersCommittee Managers
• Code and approve 

day to day y y
transactions.

• Manage and 
monitor finances in 

y y
transactions.

• Review monthly 
managements monitor finances in 

collaboration with 
the Finance 

managements 
accounts

Officers.
• Produce annual 

business planbusiness plan.



Financial OfficersFinancial OfficersFinancial OfficersFinancial Officers

• Review monthly management accounts
• Prepare annual business plan for Executive 

Committee and FMC.
• Present a quarterly report and statement of q y p

accounts for Executive Committee.
• Take action to address significant deficits 

and to ensure prior permission is sought 
f h ll b ffrom the College Treasurer before 
expenditure is incurred whilst in deficit.

• Attend training workshops.
• Review and approve conference budget.



How can the Finance How can the Finance 
ti  h l ?ti  h l ?section help?section help?

• Accounts are kept by the College’s p y g
Finance Department (accounting).

• Issue monthly management accounts 
(reporting)(reporting).

• Working together with you to support 
the College’s governance systems and g g y
ensures effective internal controls are in 
place (governance).

• Assist Trustees/Financial Officers by • Assist Trustees/Financial Officers by 
providing financial information and/or 
advice on request (advisory).



Business PlanningBusiness Planning



Business planBusiness planBusiness planBusiness plan

• Formal statement identifying a set of 
b i l d h l f i ibusiness goals and the plan for attaining 
them. 

• Focus minds and mitigate risksg
• Success can be measured using non-

financial outcomes. Non-profit business 
plans tend to focus on service goals.p g

• Necessary for the College in terms of 
intelligence gathering and the allocation of 
resources.

• College Supplemental Charter, Bye-Laws 
and Regulations requirement (e.g. Reg. 
XXII. par 16)p )



The plan should The plan should 
answeranswer

• Where are we now?
• Where do we want to be?
• How do we get there?• How do we get there?
• Can we get there with the 

resources currently 
available?



Business plan templateBusiness plan templateBusiness plan templateBusiness plan template

• Provides guidance Provides guidance 
on common points 
to consider and to consider and 
serves as a 
checklist 

• No fixed format, 
can be amended to 
fit your individual 
circumstances



Setting goalsSetting goalsSetting goalsSetting goals
• Summarise and 

highlight medium-
long term objectives

• Identify previous 
year’s targets and 
achievements



Strategic analysisStrategic analysisStrategic analysisStrategic analysis

• Planning requires • Planning requires 
looking at the 
operating operating 
environment within 
and outside your 
FSDSIG

• SWOT analysis
• Consider appropriate 

risks



The futureThe futureThe futureThe future

• How does previous p
year’s 
performance affect 
your medium-long y g
term strategy?

• What are your 
targets for the targets for the 
year ahead? How 
do they benefit the 
College and/or College and/or 
FSDS?

• How will you 
measure success?measure success?



Notes A Notes A -- CCNotes A Notes A CC

• Each Note allows the 
Financial Officer to 
focus on a particular 
activity.y

• Referring to historical 
trends and experience 
will help you to will help you to 
conclude realistic 
expected costs.

• Note A is intended to • Note A is intended to 
identify the net surplus 
you intend to raise 
from executive from executive 
committee meetings.



Notes A Notes A –– C cont...C cont...Notes A Notes A C cont...C cont...

• Note B helps you Note B helps you 
to identify the 
financial 
commitment of an 
ongoing project

• Consider if the 
original plan has 
changed  If so  changed. If so, 
how?



Notes A Notes A –– C cont...C cont...Notes A Notes A C cont...C cont...

• Note C will help you to p y
identify the financial 
commitment for any 
new initiativesnew initiatives.

• State the objectives 
and benefits.

• Consider the feasibility 
of new project.
Wh t  th  k  i k ?• What are the key risks?

• How could you mitigate 
them?them?



Master budgetMaster budgetMaster budgetMaster budget
•• After completing business plan extract the master budget from the plan.After completing business plan extract the master budget from the plan.

•• Copy figures entered in the numbered boxes in Notes A Copy figures entered in the numbered boxes in Notes A –– C of the business plan C of the business plan 
into the corresponding numbered boxes of your master budget as below. into the corresponding numbered boxes of your master budget as below. 

•• The master budget is then incorporated into the management accountsThe master budget is then incorporated into the management accounts



Business Monitoring Business Monitoring 
and Reviewand Reviewand Reviewand Review



Monitoring activitiesMonitoring activitiesMonitoring activitiesMonitoring activities

• Important aspect in the management 
cycle.

• The College management accounts • The College management accounts 
should be used as a process for 
monitoring activities.
Th  bl   t• They enable you to;

- track your progress through the year, 
- maximise the impact of your activities,maximise the impact of your activities,
- make informed decisions.



Monitoring processMonitoring processMonitoring processMonitoring process

• The College management accounts should 
b i d b fi i l ffi llbe monitored by financial officers to allow 
for segregation of duties.

• Responsibility for executing a transaction, p y g
recording the transaction and reviewing 
the transaction.

– Improves internal control
– Identify errors and irregularities
– Ensures that corrective action is taken
– Cross-check on the work of another



Management AccountsManagement Accounts



What are Management What are Management 
A tA tAccountsAccounts

• College’s Management Accounts College s Management Accounts 
are:
– Summarised Statement
– Detail Transaction Report
– Review Form

• The purpose is to identify trends / 
patterns in order to plan, evaluate 
and cont ol to ens e eso ces a e and control to ensure resources are 
appropriately used and accounted 
forfor



MonitoringMonitoring
h klih klichecklist checklist 

• Questions to be considered:
– Is income/expenditure broadly in line with 

the prior year/business plan?the prior year/business plan?

– Are there any significant variances? If so, can 
you satisfactorily explain the variances?

– Are there any unbudgeted expenses which 
may occur in the rest of the year?

What is the projected year end outcome? Is – What is the projected year-end outcome? Is 
this outcome satisfactory? If not, what steps 
can be taken to change the result?



Read and interpret the FSDSIG Read and interpret the FSDSIG 
i d t t ti d t t tsummarised statementsummarised statement



Read and interpret the FSDSIG Read and interpret the FSDSIG 
t tt tmanagement accountsmanagement accounts

• What is the year to date (YTD) What is the year to date (YTD) 
balance?

• How is the YTD performing in p g
relation to the budget?

• How does the total YTD income 
generated compare with the 
budget? What is the variance in 
percentage?percentage?

• What is the total income generated 
for the YTD?for the YTD?



Breaking down management Breaking down management 
ttaccountsaccounts

• Summarises overall activities

• What is the surplus/loss for 2008?
H  d  thi   t  YTD 2009 d • How does this compare to YTD 2009 and 
Budget 2009?



Management Accounts Management Accounts 
ttcont….cont….

Th  f ll i  t    b kd  • The following notes are a breakdown 
of the summarised statement



Management Accounts Management Accounts 
ttcont….cont….

Balance & reserves for the past 3 years• Balance & reserves for the past 3 years



Management Accounts Management Accounts 
ttcont….cont….

• Income generated vs  resources • Income generated vs. resources 
expended for the past 3 years



Nominal codeNominal code
structure and detail trial structure and detail trial structure and detail trial structure and detail trial 

balancebalance



Accounts codeAccounts code

E1 

Department

Divisions

(72)

E2

Unit within Department

Scottish Div.

(10)

London

(70)

E4

E3

Project within Unit

Annual 
Meeting
(1x)

One Day 
Meeting

(3x)

W/Shops

(61)

W/Shop W/Shop

Courses

(70)

Gen. Admin.

(90)

Committees

(91)

E5

Income  / Expenditure transactions

Sub Project within Unit 1 2



Trial balanceTrial balanceTrial balanceTrial balance

• Use in conjunction with Use in conjunction with 
Summarised Statement to drill 
down if needed and verify whether 
h  i   h ithe transactions are authentic.



Read and interpret trial Read and interpret trial 
b lb lbalancebalance



Read and interpret trial Read and interpret trial 
b lb lbalancebalance

• Which month does this trial balance 
refer to?

• How much was spent on the hire of 
the conference venue?the conference venue?

• How much income was received 
from conference registration for from conference registration for 
the annual meeting?

• What was the total spend during 
th  ti  i d?the reporting period?

• What is the balance at the end of 
the reporting period?the reporting period?



Review formReview formReview formReview form

• Complete form after reviewing the 
Summarised Statement & Trial 
balance and return to Finance balance and return to Finance 
Department

• Any material discrepancies (over • Any material discrepancies (over 
£300) and/or miscoding should be 
reported & includedp

• Where there are none, return signed 
form stating ‘Nil’g



Any Questions?Any Questions?Any Questions?Any Questions?


