Financial Management
Introduction
Sport and recreation organisations achieve their strategic goals and deliver their programs and services through the efficient and effective application of human (volunteers and staff), physical (facilities and equipment) and financial (monetary) resources. Responsible management of financial resources is perhaps the most common factor that separates sport and recreation organisations that are successful from those that are either less successful or those that no longer exist. This module focuses on accounting for and managing financial resources.

The purpose of this module is to:

· clarify the position and role of the Treasurer within sport and recreation organisations 

· outline the skills and attributes, and equipment needed to help the Treasurer to be successful in their role 

  

The position of Treasurer

The constitution of most sport and recreation organisations usually requires the Treasurer to have a position on the management committee or board. 

It is important that the Treasurer does not operate in isolation. Because financial resources are critical to the development and implementation of the clubs development, all management committee or board members should have input to the use of an organisation’s finances. 

A key issue for the Treasurer is accountability. The Treasurer must be accountable to the management committee and ultimately the members of a sport or recreation organisation for all financial transactions. In order to minimise the risk of errors, misuse of funds or fraudulent activities, all financial transactions (eg receipting cash or making payments) should pass through at least two parties within an organisation. Importantly, the two parties should not be involved in a close interpersonal relationship which might increase the risk of collusion with respect to the misuse of funds.

The constitution normally sets out the financial year for organisations. Most finish their financial year one or two months prior to the annual general meeting (AGM). This allows time to get the accounts in order and, where appropriate, have them audited in time for presentation at the AGM.

The role of the Treasurer

The individual who takes on the position of Treasurer will need to know what they are required to do.  Just as the positions of President, Secretary, Coach and most other volunteers have job descriptions so should the position of Treasurer. The role of the Treasurer is indeed broad. Aside from keeping track of the details of all financial transactions the Treasurer also provides advice to the management committee or board about major financial decisions such as investing or borrowing funds. The Treasurer’s role alternates between reporting what has happened to an organisation’s funds (accounting or financial operations) and looking for the most effective ways to use available funds (financial planning and management).

When first taking over the role of Treasurer it is useful to meet with the previous Treasurer. They are in a position to understand what is required of the position and should be helpful putting the new Treasurer on the right path. The job description below lists the typical duties and responsibilities of a Treasurer.

Job description

· Ensure that adequate accounts and records exist regarding the organisation’s financial transactions. 

· Coordinate the preparation of budgets for the forthcoming year describing potential sources of income and expenditure. 

· Issue receipts and promptly deposit all monies received in the organisation’s bank account. 

· Make all approved payments promptly. 

· Keep accurate and up-to-date records of all income and expenditure. 

· Invoice groups/members promptly for rentals (eg building, equipment, uniforms). 

· Act as the signatory on the organisation’s bank accounts, cheque accounts, and investment and loan facilities (with at least one other management committee member). 

· Manage the organisation’s cash flow. 

· Be accountable for the organisation’s petty cash. 

· Prepare regular bank account statements for presentation to the management committee.

· Be fully informed about the financial position of the organisation at all times. 

· Prepare and present financial statements on a regular basis to management committee or board meetings. . 

· Manage grants and submit the necessary financial statements. 

· Prepare financial accounts for annual or more frequent auditing, and provide the auditor with information as required. 

· Prepare all necessary financial statements for inclusion in the annual report. 

Skills required in a Treasurer

A key benefit of being Treasurer is the opportunity to develop accounting, financial and organisational skills which can be of use in personal and working life. Treasurers who are better at their jobs tend to have the following skills and attributes:

· honesty and integrity 

· enthusiasm for the task 

· good organisational skills 

· a good eye for detail 

· good at making decisions 

· an ability to work in a logical and orderly manner 

· an ability to allocate regular time periods (eg weekly or monthly) to maintain the books 

· an ability to keep good records 

· an awareness of procedures for handling cash, cheques and other financial transactions 

· a willingness to learn new skills, if necessary. 

  

Accounting stationery

In order to get started with the financial operations aspect of their role the Treasurer will need the following accounting stationery:

· cheque books 

· bank deposit books 

· a cash book or a general ledger 

· a numbered receipt book with carbon copy page 

· account forms for members' subscriptions 

· a petty cash payment book 

· a file for accounts payable 

· a file to store receipts from accounts paid 

· a file of orders placed with suppliers 

· a file to store bank statements. 

All of the stationery listed should be held by the organisation or the previous Treasurer and should be routinely handed over when the new Treasurer takes up their position. The Treasurer will be responsible for setting up systems to collect and record the details of financial transactions, most of which will be receipts and payments. An understanding of the operations of bank accounts, the cash book, receipting funds, making payments, and petty cash is essential.

Bank accounts

A cheque account is a must for the well-run sport or recreation organisation. A cheque account provides a convenient record of payment through the cheque butt. It is therefore essential that cheque butts are completed when cheques are drawn and the cheque number is written on the creditors invoice when payment is made. Cheques also provide a secure method of payment. This means that in most circumstances members need not carry cash.

It is usually a requirement of the constitution to have two management committee members (Treasurer and one other) with authority to jointly sign cheques. Some organisations find it useful to have three members with signing authority, with individual cheques requiring any two authorised signatures. It is never a good idea to sign cheques:

· before all other details have been completed (eg date, amount, payee) 

· without an accompanying invoice from the supplier 

· before checking that goods have been received or services completed. 

It is good practice to pay all invoices and accounts from the cheque account, as all expenditure will be recorded on the account statement. Depending upon the average number of transactions, bank statements can be requested quarterly, monthly or more frequently.

Cash book

The cash book, also known as the cash receipts and cash payments journal, is used to record all of an organisation’s receipts and payments. Cash means bank notes, credit card slips, cheques and money orders. Source documents such as receipts and cheque butts provide details about individual transactions, but unless the individual transactions are recorded and summarised it is impossible to get a clear picture of the financial position of an organisation. The Treasurer should regularly record the details of receipts and payments in the cash book.

To determine the cash balance, total the receipts and deduct payments (see ‘Receipts’ and ‘Payments’ below). Other items that will affect the cash balance are bank interest and charges, unpresented cheques, dishonoured (bounced) cheques, and direct credits or debits from other accounts. At the end of each month, the figures recorded in the cash book can be checked against the bank statement (see ‘Bank reconciliation’ below). The cash book closing balance for each month becomes the opening balance for the next month. 

In small organisations the cash book is usually a manual system based on a ruled ledger book available from most newsagents and office supply companies. Some organisations record receipts in the front of the cash book and payments in the back. It is a relatively simple process to set up a cash book using a spreadsheet program. 

Receipts

Details of receipts are recorded in cash book columns. Columns are labelled with the account names (eg membership, coaching fees, raffles, bank interest). The columns are often the same as those identified in the income side of an organisation’s budget or statement of income.

Receipts are usually entered in three places, depending on the amount of detail required and the type of cash book system used. Receipts are entered in the amount column, usually in receipt number order, under its account column, and in the banked column when it is banked. At the end of each month the cash receipts columns should balance with one another (ie the amount column totalled should tally with the total of all other columns, excluding banked, added together). Often the banked figure will be an accumulation of all money received since a deposit was last made. Listing individual amounts by date banked facilitates the bank reconciliation process.

All receipt columns should be totalled at the end of each month. Monthly totals can be accumulated to give a record of receipts for the year to date, overall and for each account (eg total for membership

Payments

As with receipts, payments are recorded in cash book columns. Columns are labelled with the account names (eg telephone, equipment or kit). The columns are often the same as those identified in the expenditure side of an organisation’s budget or statement of expenditure.

When a cheque is issued, the details should be entered in the appropriate columns, usually in cheque number order. The amount column provides a running total of expenditure for the organisation. At the end of each month the cash payments columns should balance with one another (ie amount column totalled should tally with the total of all other columns added together).

All payment columns should be totalled at the end of each month. Monthly totals can be accumulated to give a record of expenses for the year to date, overall and for each When balanced, the monthly closing balances can be carried forward as the opening balances for the next month.

When writing cheques it is important to:

· write in the payee’s name in full 

· write in the correct date 

· write in the total amount clearly both in words and figures 

· put the sport and recreation organisation's postal address and the invoice or account number on the back of the cheque 

· fill in the cheque butt 

· sign the cheque, making sure there are two authorised signatures 

· request a receipt for all payments. 

Bank reconciliation

The Treasurer should arrange with the bank to mail the organisation’s cheque account statement several days prior to monthly management committee meetings. The bank statement shows all movements of funds into and out of an account. To obtain a clearer picture of the organisation 's financial position the cash book balance is reconciled against the bank statement. Check the bank statement against the cash book (receipts and payments) to ensure they are the same. Recall that there are items that may cause the bank statement balance to differ from the cash book balance. For example, interest and bank charges, unpresented cheques, dishonoured (bounced) cheques, and direct credits or debits to or from other accounts.

Petty cash

A petty cash system is a convenient and cost effective way to reduce paperwork and minimise account fees that would have to be paid if a cheque was drawn for every item of expenditure. Petty cash can be issued in exchange for a receipt as a means of reimbursing members or volunteers who have used their own money to purchase small items (eg less than£50.00) on behalf of the organisation.

Petty cash expenditure should be recorded in a petty cash book, not the cash book. As a means of control, at any given time the amount of cash plus retained receipts should tally with the total in the petty cash fund. 

Monthly financial reports

For regular management committee or executive meetings it is useful to prepare a statement showing the income and expenditure for the past month, as well as a summary of the year-to-date figures.  Each month a bank reconciliation statement should also be presented to the management committee.

Frequent financial reporting gives a sport and recreation organisation a better chance of identifying problems early. It should also help to improve the organisation’s overall financial performance and ultimately strengthen its financial position.

End of year financial reports

Most sport and recreation organisations publish a statement of income and expenditure and balance sheet as the principal financial reports for presentation to and adoption by its members at the annual general meeting (AGM). These statements summarize and report the financial performance (statement of income and expenditure) and financial position or net worth (balance sheet) of the organisation.  The reports are based on the receipts and the payments that have been recorded and summarized in the cash book throughout the year by the Treasurer. 

Annual Statement of Income and Expenditure

The Annual Statement of Income and Expenditure, also known as a Profit and Loss Statement shows how much money an organisation has made or lost over the year as a result of its operations.  It is a summary of the financial performance of an organisation. The statement is based on figures that the Treasurer has recorded in the cash book. 

Summary

The application of financial resources has a significant bearing on the success of sport and recreation organisations. Organisations need to be able to account for their financial resources, but also need to look at ways to effectively use their financial resources. The Treasurer has a key role to play in the effective management of financial resources, but it is the management committee which has ultimate accountability for how funds are used by organisations. 

