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OVERVIEW
Welcome to Financial Management for community development practitioners.
This learner manual will help you manage the money in your organisation. This
manual is useful in assisting CBOs to apply basic money management skills in their
day-to-day operation by being aware of why each financial transaction takes place
and how to do this within the rules governing accounting practice.

Why do we need a money management system?
It helps one to remember where the money came from
Where it went – what it was used for and who received the help
And it enables you to avoid financial crisis

Managing the money well makes for effective and sustainable CBO’s.

Once you have read through this learner guide, done all the exercises,
implemented these systems in your organisation with the help of your mentor, you
will be ready to have your Financial Management competence assessed.

Below follows the Specific Outcomes and Assessment Criteria that this learner
guide is based on. This means that at the end of your learning period, you will be
able to practice all the points listed below. During the learning period you will be
reminded to keep and file proof of your work. This is called a Portfolio of Evidence.
It is a collection of evidence to show what was leant during the course and from
past experience, including all other training courses attended. Recognition of prior
learning (RPL) is when all your learning is taken into account and acknowledged
Attribution Non-commercial Share Alike
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when assessed for a specific standard. Outcomes are the result of your learning. At
the end of each section there is a symbol for you to check your understanding.

Please read the competency standard below carefully.
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SPECIFIC OUTCOMES AND ASSESSMENT CRITERIA
Specific outcomes

Assessment criteria

Competence in this

Tasks and activities completed by the learner contain the

standard means

following evidence of competence…

that the learner has
clearly shown that
s/he is able to…
Define

the

roles

Financial management responsibilities of board members

and responsibilities

are defined

of all the key role

Financial management responsibilities of the director or

players

leader of the organisation are defined

in

the

financial

Financial management responsibilities of the finance

management

officer are defined

system

of

the

The financial responsibilities of all staff and/or members

organisation.

are defined.

Draw up a realistic

Realistic estimates of direct expenses (project-specific

budget

costs of staff, equipment, events etc) are defined for

for

a

each activity area of the organisation’s plan.

specific period.

Realistic estimates of indirect expenses (general salaries,
equipment, overheads, rent etc) are defined across the
organisation.
A realistic estimate of income is prepared showing the
estimated amounts and the source of the money.
The budget reflects the input of staff and stakeholders.
Issue

and

use

Receipts and vouchers are issued and used correctly
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receipts and petty

Copies of all receipts and vouchers are kept in a reliable

cash vouchers

and accessible filing system.

Maintain

a

cash

book

An actual or sample cash book accurately reflects all
income and expenditure with the following information:
date of transaction, description, budget line item,
amount, balance.
The balance in the cash book is reconciled with the
balance on the bank statement every month

Produce

accurate

monthly

financial

reports

for

management

and

other stakeholders
Operate

a

bank

account

Monthly reports include
Summary of income
Summary of expenditure
Comparison

between

actual

and

budgeted

expenditure
The learner explains the advantages and disadvantages
of different types of bank accounts.
deposits and withdrawals are made (or the process
demonstrated) correctly and in accordance with the
principles and procedures of the organisation
candidates show or describe how they keep a record of
all such transactions

Describe

and

Appropriate and detailed procedures for the following

implement

the

elements are described and their purpose explained:

financial

policies

and controls for the
organisation.

o Approval of the budget
o The systems and controls for operating bank
accounts including signing cheques, making cash
withdrawals and deposits etc.
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o Operating a petty cash float
o Recording and managing the assets of the
organisation
o Payment of fees and salaries
o Making purchases
o Regular independent checking of financial reports
o Dealing with suspected misconduct or fraud.
Arrange

an

independent
annual

audit

the organisation

Describe the legal compliance issues for the type of
organisation

for

Describe how an appropriate accounting officer is
identified and contracted

Note: Tasks may be presented for an actual or hypothetical organisation but
must be learner’s original work and not copied from existing documents.
Learners should be able to explain and justify their statements.
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ACTIVITIES
There are a number of activities in the workshop. These are an important part of
the learning approach and you are encouraged to complete these activities as part
of your learning process. They will become part of your own “toolkit” to help you
manage money more effectively. Some of these activities can also be used as part
of your portfolio of evidence, which you need to compile if you wish to be assessed
for competence in this standard.

Symbols used in this workbook
Important thought

This sign shows an important thought or idea for you to take note of.

Definition

When you see this sign, a term is explained here.
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15

Financial Management for CBOs
Level 4 - Learner Manual

Self-test

This designates a self-test section - this is an opportunity for you to check your
understanding and if you are unclear, to discuss with your trainer.

Individual activity
This sign marks an activity – either during the class or as homework. These
activities are important to complete – both for your understanding but also as they
can be included as part of your Portfolio of Evidence for assessment.

Group activity

This sign means that this activity is a group work activity.
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INTRODUCTION
The CBO: A typical scenario
CBOs are often formed because a specific need was identified by a group of
concerned community members who wish to do something to help. They meet,
discuss and define the issue (needs assessment) and try to find ways to address or
solve the problem. They list what they need to do (objectives) and allocate tasks
(activities) to those who have the skills or are willing to do whatever they can (roles
and responsibility) to be of assistance. Some will do what was allocated to them
and others will not (accountability or performance management).

Donations in cash or kind are often requested for use in the project and sometimes
a record is kept of what was received (transparency) and how it was used (record
keeping) and information filed (filing of records for easy access and retrieval).

Finding More Structure
Often in the CBO life span, there is a need for more structure as identified by the
organisation itself or outsiders like funders and government. Often the first
structure employed by an organisation is a document (constitution) to assist in the
decision making process. The standard governing structure often includes, a
chairperson who runs the meetings, a secretary who records the minutes (the
plans, actions and decisions), the treasurer who handles the money and relevant
committee members who have some expertise to assist in other areas of need.
Sometimes additional rules (policies) are written to describe who will do certain
Attribution Non-commercial Share Alike
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tasks and how it will be done. Systems around checking whether work promised is
actually being done (meetings and reports) and a yearly review of work and new
plans (strategic review and planning) often follow.

Finding staff and money
Finding staff and money for salaries is often the greatest challenge for the small
CBO. For a funding proposal to be completed and submitted, a project plan is
needed that describes what needs to be achieved and how much money is
required to do so (budget). An activity-based budget should estimate an amount
for each sort of cost (line item). Some examples are salaries or stipends,
equipment, rent, transport, telephone, stationery etc. Each activity must be
allocated an amount for the estimated cost (to do it or get the job done) for the
budget to be complete.

Community Based Organisations evolve rapidly and often struggle to cope with
managing their money efficiently and effectively. This learner guide is geared
towards giving those involved in managing the money of the organisation the
necessary skills to do so.
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Definition

Financial Management is about much more than spending money and recording
receipts and invoices.

Many people are involved in making sure the finances of an organisation are well
managed. Each person in the organisation has a role to play, even if they don’t
manage the money.
Financial Administration is the filing of all the receipts, cheques, invoices,
budgets and financial reports of the CBO and the maintaining of policies
about these tasks
Bookkeeping is the recording of all these documents

The money management cycle
Planning is a process of deciding in advance what we want to achieve (our goal)
and how we will go about doing this (the activities involved). Money Management
is part of this process. One cannot draw up a budget without deciding what
activities the organisation wants to do in the community. After deciding on the
activities, then one can start thinking about the money that will be needed to do
those activities. The illustration below shows this process:
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This cycle will be used through-out the workbook to show what part of the cycle
we are learning about.

The details of what happens at each level of this cycle, is shown in the illustration
on the following page.
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FINANCIAL MANAGEMENT
Financial management is the process of keeping account of the finances of your
organisation – the money that you have and the money that you spend. Good
financial management will make your organisation accountable.

Financial management involves, among other tasks:
Keeping records of all financial activity – called Bookkeeping
Reporting on your finances
Developing and maintaining policies and procedures
Auditing your books

Exercise 1
Individual activity

What are the challenges you are currently experiencing with money management
in your organisation?

____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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Exercise 2
Group activity

In groups, go

Below are some words that we use in financial management.
through this list and come up with definitions.

Budget

Expenditure

Audit

Transaction

Income

Actual

Balance

Credit

Debit

____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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BUDGETS

Definition

A budget
Is a spending plan for a project over a specific period of time
Is a financial plan for a project that lasts for a given period
Tells you how much the organisation thinks it will need to do its work, where
it hopes it will come from and how much money it still needs to find
Is part of planning - you start with setting your objectives, then you draw up
action plans and budgets
Forces you to plan your spending and your fund-raising and to be realistic
about what you can afford to do

Why do we need a budget or spending plan?
To provide a guide or framework to effectively manage the money we
receive
To see how much we have left to spend at any given time
To compare the planned budget to the actual amount spent
To learn how to spend only what we have
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Types of Costs
1. Direct costs
All costs that are directly related to the services you provide – material costs
The costs of providing the services – labour costs

2. Indirect costs
All other costs for running the whole business – expenses
Costs like rent, electricity, telephone, maintenance etc

Review and
correct

Needs
assessment

Monitoring
activities
and the
budget

Plan and
Budget
Project
Implementation
and
Bookkeeping

How can costing (budgeting) help your organisation?
Helps you to set prices for services
Helps you to reduce and control your expenses
Helps you to make better decisions about your organisational expenses
Helps you to plan for the future – budgets and a cash flow plan
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See the example below for Community Care’s Youth project budget:

Community Care Youth Project Budget
Category

Salaries

Activity / Item

Per month

Per Year

Manager (3/4 of salary)

R 2 000

R 18 000

Life skills Facilitator

R 1 500

R 18 000

Sport Coach

R 1 500

R 18 000

R 1 250

R 15 000

R 10 000

R 120 000

Total

R 54 000

Educational Materials and
Project Costs

Sport Equipment
Meals (50% contribution)
Transport

R 2 000

Stationery and Postage

R 2 360

Audit Fees

R 3 600

Administration Bank Costs

Total

R 139 360

R 200

R 2 400

Rental (contribution)

R 600

R 7 200

Cleaning and Maintenance

R 120

R 1 440

Telephone and Fax

R 500

R 6 000

R 20 640

R 16 300

R 140 000

R 214 000

Attribution Non-commercial Share Alike

29

Financial Management for CBOs
Level 4 - Learner Manual

Exercise 3
Group activity

Look at above organisational budget, identify the line items and discuss different
ways to compile a budget (there is not just one way!)

____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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Activity-based budgeting
A budget is not a wish-list. It is a carefully worked out plan for your expenditure as
an organisation. Funders like to see what they call “an Activity based budget”.

Definition

An activity based budget, is a budget that clearly shows what the actual activities/
project of an organisation will cost. This does not mean that salaries or
administration are not included, but these costs need to be clearly related to the
project for which funding is requested.

See Community care’s project plan below for their food garden project:
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Community Care Project proposal for CCT funders

Objective:
To provide nutritious feeding to 50 HIV+ clients and other poor community members of Shanti Town via a daily soup kitchen and
a food garden from June 2007 – May 2008
Activities –what are the

Time – when will it be

Who will be

What do I need and how

How will I know I am

things that we need to

finished?

responsible for

much will it cost?

successful? What proof

achieve the goal?

this?

Set up a community 30 June 07

Manager

food garden

will I keep?
Seeds @ R20 per pkt x 20 Vegetables from garden
packets

Buy seedlings

R

Spades, garden forks,

equipment

hose pipe; watering

Manager = R500/month

equipment

contribution to stipend

Secure the garden
Fence;

30 June 07

Volunteers

poles;

500

are ready for soup making
for

gardening

10 poles @ R 100 =

Garden

is

fenced

R 1000, Fencing =

vegeatables protected

and

R 2 500, 2 volunteers =

additional volunteers

Attribution Non-commercial Share Alike

32

Financial Management for CBOs
Level 4 - Learner Manual

R1 000
Run

a

kitichen

daily
and

soup

Manager

veggie

Volunteers@

R500/ Payslips, veg produced.

month = R 1500 per month Soup made and distributed

garden
Consult

3

Soup ingredients= R 400 List of names of people fed
community 15 June 07

per month

and the number of those

stakeholders

R500 per month towards fed

involve volunteers & 15 June 07

manager’s stipend

community members

Rental = R500/month

Buy

ingredients Ongoing

monthly
Maintain the garden
Compost;

1 July 07

Gardener

watering Daily

Gardener =R 1000/month

Healthy vegetables and

Water= R200/ month

well maintained garden

Fertilizers & pesticides =

regularly; weeding;

R50/month
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Exercise 4
Group activity

Look at above project plan and try and write this up as a budget using the template
below. Remember to look for hidden costs (costs that you might not have thought
of – like bank charges).

____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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Important thought

Remember:
Your budget should show that the costs are clearly linked to your project activities.
Budgets take time – the more time you take with the planning and research into a
budget, the better planning you will have done for your project and the less likely
you will get into trouble with spending during your implementation of activities.

Community Care’s Youth Project Budget
Line item (Activity)

Calculation

Budget
per year
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Self-test

At the end of this section, you should be able to:
To draw up a realistic budget for a specific period.

Please ask your facilitator if you are unsure of the above.
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BANK ACCOUNTS
Important thought

An appropriate account must be opened with a bank that best suits your
organisational needs. The bank will require a mandate that requires 2 – 3
signatories on the CBO account as per your organisational policy (as stated in your
constitution). There are various types of bank accounts – cheque accounts, savings
accounts, credit card accounts etc.

Cheque accounts
Cheque accounts are recommended because:
Cheque counterfoils or stubs can serve as proof and
Cheques are filed in number order as records of payments made
Signatories are decided by the board and a mandate given to the bank
Cheques will only be accepted when signed by these signatories
Deposit slips must be completed to deposit any cash or cheques made out
to the organisation and withdrawal slips must be completed and signed to
take money out of the account but only those signatories allowed, may do
so.

The bank charges on a cheque account can be expensive (because you need to pay
for every cheque you use) however because of the above requirements, cheque
accounts are good for ensuring accountability.
Attribution Non-commercial Share Alike
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Example of a cheque

Using cheques
For financial accountability to be ensured in an organisation, certain financial
policies need to be in place. One such policy that is accepted (as being essential for
individuals being held accountable), is the need to get permission before using a
cheque. The process of asking for permission is called a requisition. This is done so
that it is ensured that each expense that the cheque will be used for is part of the
budget and agreed to by the person in authority (often the project manager or
director).

Below is an example of a cheque requisition for use in your organisation.
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Example of cheque requisition

Cheque Requisition

Date

……………………………..

Cheque no

……………………………..

Amount

……………………………..

Description of Expenditure
In favour of (to whom is the cheque made to?)
………………………..…………………………………………………………………………………………………….……………………………..
Details of payment (what exactly is being bought)
………………………..…………………………………………………………………………………………………….……………………………..

Budget Line Item

…………………………………………………………………………………………….

Funder /Budget

…………………………………………………………………………………………….

Approved by

…………………………………………….

Date……………………………..

Authorised by

…………………………………………..

Date……………………………..
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Bank statements
Bank Statements are received monthly and should be filed in date order and kept
safely. Any deposits and withdrawals made during that month will be reflected on
your bank statement. Your CBO can request that your statement show information
for the calendar month so that you can see what was spent or received each month
and monitor the actual expenses against your planned budget.

Example of a bank statement
KHAYELITSHA BANK
Community care project
Statement for 1 to 31 June 2007
Cheque Account Number
Date
01/06/07

Page 1
5510203545

Transaction
Description
Balance b/f

Charges

Debit
Amount

Credit Amount

Balance
R 50.00

01/06/07

Electronic Deposit
(FFF)

R 10 000.00

R 10 050.00

05/06/07

Cheque 12

R 4.00

R 391.78

R 9 658.22

08/06/07

Cheque 11

R 5.00

R 500.00

R 9 158.22

30/06/07

Transaction Fees

R 9.00

R 9 149.22

30/06/07

Admin Fee

R 17.40

R 9 131.82

We will look at bank statements in more detail later in this manual.

Attribution Non-commercial Share Alike

40

Financial Management for CBOs
Level 4 - Learner Manual

Exercise 5
Individual activity

Complete the deposit slip below and discuss different kinds of bank accounts that
you have.
Deposit Slip
Date

………………………

Account Number ……………………………………..………………………..
Branch………………………………………………………………………………..
Name………………………………………………...……………………………….
Type of account……………………………………..……………………………
Amount……………………………………………………………………………...
Cheques:
Drawers Name

Bank/Branch No.

Amount

Depositor Details
Name………………………………………………...……………………………….
Telephone no………………………………………….…………………………..
Signature…………………………………………………………………………….
For office use only

Codes Tran Date
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Self-test

You should be able to:
Complete a deposit slip and operate a bank account

Please ask your facilitator if you are unsure of the above.
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PETTY CASH AND RECEIPTS
Definition

Petty cash is the money used to pay for daily project expenses. It is the
organisation’s money that is NOT in the bank.

Accountability for petty cash
As with all financial transactions in an organisation we need to be accountable for
our petty cash. We need ways to manage our petty cash so that we can control the
various amounts of cash spent each day on the project. This means we need a
system (a way of keeping record) of our expenses so that we know what every cent
was used for. This is called a petty cash system.

How do we do this?
Cash is withdrawn to be used for petty cash. This is normally done when a cash
cheque is written for the amount required (e.g. R500) and cashed at the bank.
(If you have a savings account, cash is withdrawn – but make sure that you have
a system of requisition and accountability for this that keeps your money safe!)
This money is kept in a locked metal box called a petty cash box
When someone needs cash for buying something for the project, a petty cash
voucher must be prepared and the spending must be authorized (so that it is
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clear that this was budgeted for). A Petty Cash Voucher has the date, amount
and what the money was used for written on it – this will be explained later
You must have a slip for every expense – keep all cash slips received
All petty cash vouchers must have a slip attached and kept in the petty cash box

All transactions for the month must be recorded in the Petty Cash Book and
balanced at the end of each month

Review and
correct

Needs
assessment

Monitoring
activities and
the budget

Plan and Budget

Project
Implementation and
Bookkeeping
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Petty cash process – step by step
1. Petty cash is kept in a locked box and in a safe place
2. When petty cash is needed to go and buy something, the finance person (called
the bookkeeper) before giving the person cash, should complete a note that
says who is taking the money, that it has been agreed to and what it is going to
be used for. This is called a petty cash voucher. Please see more on this below.
3. Petty cash voucher is left with the financial person who hands out the cash
4. A cash slip must be given to the financial person after the money has been used
to attach to the petty cash voucher as proof that it was used for what was
stated on the petty cash voucher and that the correct change was given. Only
then is the amount spent recorded in the petty cash book.
5. The petty cash voucher is filed with the cash slip attached so that it can easily
be found when it is needed for records or reports. It will be needed for funding
reports or auditors.
6. A system of recording and filing these slips needs to be updated regularly. This
is explained below
7. Petty cash must be checked regularly to make sure there is enough petty cash
for the planned (and budgeted for) activities
8. Random checks should be done for accountability and transparency in line with
organisational policies

Petty cash voucher
Every time someone needs money from petty cash to go and buy something, the
person in charge of the petty cash needs to write out a petty cash voucher so that
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they have a record of where the money went and for what. That way if it doesn’t
come back they know who to ask.

The petty cash voucher needs to include:
Date
Amount of money required
Purpose for which money will be used and
Signatures required from the person controlling petty cash and the
person receiving the money

Once the money has been spent the change together with the cash slip needs to be
returned to the petty cash box. The petty cash voucher is then completed and
attached to the slip.
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Example of completed petty cash voucher and cash slip
CHECKERS
Cape Town

PETTY CASH VOUCHER
Date…9 June 07.

No 12
Details

R

Cash slip

C

Gave Nomathemba R20
Bought tea and milk for
Staff meeting

13

Tea

R9-99

Milk

R3-99

Total

R13-98

Cash

R20-00

98

Change R 6-12
Total

13

98

Requested by……………......…Nomathemba…..…..……

Cashier

Finance Admin approved….Mary Davids…………….…

Date 10-06-07

Balance Returned…………..…R6-12……………….
Money returned (signature) Nomathemba
………Mary Davids………

Important thought

Check that vouchers are attached to receipts or cash slips when submitted. Check
that all vouchers are on hand for that month.
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Remember that sometimes, someone will bring a slip for a purchase that they
made with their own money that they need reimbursement for. (This means to be
paid back). This expense first needs to be authorised by the manager/project
manager, and then they can be given the cash. The slip must still be kept in the
petty cash box, and what it is for, written on the slip. It does need a petty cash
voucher.

Exercise 6
Individual activity

Let us practice some of these steps. R500 petty cash is needed. Please complete
the cheque requisition and the cheque below.
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Cheque Requisition

Date

……………………………..

Cheque no

……………………………..

Amount

……………………………..

Description of Expenditure
In favour of (to whom is the cheque made to?)
………………………..…………………………………………………………………………………………………….……………………………..
Details of payment (what exactly is being bought)
………………………..…………………………………………………………………………………………………….……………………………..

Budget Line Item

………………………………………………………………………………………………….

Funder /Budget

………………………………………………………………………………………………….

Approved by

…………………………………………….

Date

……………………………..

Authorised by

…………………………………………..

Date

……………………………..
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Important thought

Petty cash book
A petty cash book is a record of all the expenditure and income that is related to
your cash in the organisation (it does not cover your bank activity). It is a way of
keeping record of all the transactions you have made with petty cash and is
normally completed on a month-by-month basis. On the next page is an example of
a petty cash book for one month.
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Cash slips or invoices
Cash slips or Invoices are received when items are bought or when paying for
services, e.g. hiring a hall or buying groceries at Pick ‘n Pay.

Example of an Invoice

Elanga Stationers
Invoice No: 16008 ComCare.
Account No:7543618
Name: Community Care project

17 July 2006

Invoice no

Date

Reference

Due date

Amount

251534

17 July 2006

Paper

30 July

R 345-22

Cash Invoice

The

slips

and

invoices

that

you

receive when you buy things or pay for services need to
be filed and a summary of all these slips need to be
written up in your petty cash book. Doing this helps you
keep track of your finances and supports organisational
accountability.

See how the income (your petty cash cheque) and the
expenditure (this Shoprite slip) have been written up in
the petty cash book.
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Petty cash book example
Organisation's name: Community Care
Petty Cash Book for month: Nov 07
Date

Reporting

Reference

Recipient

Description

nr.

(who did you pay)

(what did you buy)

Income

Expenditu

Cash

Document

re

Balance

ation

Funder

Budget
Line Item

attached?
1 Nov 07

Opening Balance

0.0

1 Nov 07

Chq no 11

Petty Cash

Petty cash cheque cashed

11 Nov 07

070609

Shoprite

Soup

Ingredients

for

500.00
R 123.88

500.00

Yes

376.12

Yes

meals
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No

Attribution Non-commercial Share Alike

52

Financial Management for CBOs
Level 4 - Learner Manual

Petty cash reference numbers
Each line on the petty cash book is a

070610

transaction. Each of these transactions needs a

Hardware Store
14 Nov 2007

reference number so that you can easily find the
slip or relevant document. This should be

Gardening Set
Plastic Can

R 39.95
R 19.95

Total

R 59.90

written on the slip (see this slip on the right).

One way of doing this is by number format:
The year in which payment was made e.g. 07
The month of that year in which payment was made e.g. 06
The number continues from the last payment made

A complete reference number for the first payment in June 2007 could be 070610
The filing of petty cash documents will be in reference number order.
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Exercise 7
Individual activity

Look at the slips below. Give each slip a reference number and then enter it into
the petty cash book on the previous page. Discuss what to do about the
handwritten note at the bottom.

Hardware Store
14 Nov 2007

Blooming Garden Centre
13 Nov 2007
Spinach seeds
Tomato seeds
Onion seeds
Potato seeds
Carrot seeds
Compost
Pesticides

R 15.00
R 15.00
R 15.00
R 15.00
R 15.00
R 35.00
R 20.00

Total

R 130.00

R 39.95
R 19.95

Total

R 59.90

Xoli’s Spaza Shop
15 Nov 2007

Fresh vegetables were bought from a
street vendor:
Carrots 2 bunches
Onions 1 Bag
Tomatoes 1 Bag
Potatoes 1 Bag
Total

Gardening Set
Plastic Can

Samp
Soup Mix
Bread

R 9.95
R 7.95
R 5.95

Total

R 23.85

R5-00
R10-00
R6-00
R10-00
R31-00
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Important thought

Receipts
Receipts are issued for ALL money received, e.g. donations, fundraising, fees, etc.
All required information must be recorded in the receipt. Look at this example of a
receipt.

No: 001
Received from…………………………..…
The sum of ……………………………...….........
………………………………………...........Rand
………………………………………...........Cents
for …………………………………………............
Signature……………………Date……….……..

Money that comes into an organisation as cash (for example through a donation or
by selling goods) should usually be deposited in the bank account as soon as
possible (see the next chapter).

Sometimes there are exceptions (for example if you will be using that money for a
purchase within a few days) and then it needs to be recorded in the petty cash
book as income. It always needs to have a receipt so that the organisation remains
accountable for the money coming in and money being spent.
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Closing balance
Add the end of the month, you need to check your petty cash to make sure you
have kept all the necessary slips and make sure that you have the right amount
(balance) left. This is done by adding up all the expenses and all the income.
Subtract the expenses from the income to get a Closing Balance. This is the amount
left in the petty cash book at the end of the month (or year).

Before signing off the month, these calculations need to be checked by the
financial administrator and the project manager (and/or treasurer), the cash in the
petty cash box is counted to make sure that the balances are the same and then
they can be signed off. This is called balancing the books. The closing balance of
the old month, becomes the opening balance for the new month – unless you
deposit the money into the bank.

Exercise 7 (continued)
Individual activity
Now do the closing balance for Community Care’s November petty cash book. How
much should be left in their petty cash box?
____________________________________________________________________
____________________________________________________________________

Attribution Non-commercial Share Alike

56

Financial Management for CBOs
Level 4 - Learner Manual

Self-test

You should be able to:
Operate a Petty Cash Float and complete a Petty Cash Book
Issue and use receipts correctly

Please ask your facilitator if you are unsure of any of the above.
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CASH BOOK
Definition

A Cash Book is where income and expenses (paid via the bank) are recorded daily,
weekly or at the end of each month and is balanced monthly.

A cash book works much in the same way that a petty cash book does, except that
it records the activity (transactions) that happen with the bank account and not
what happens with the cash. Therefore expenses are paid with cheques, and
income comes into the bank account through, cheques, cash deposits or by
electronic (internet) transfer from another bank.

Cheque processes and procedures
1. Income (money received)
a. A receipt is written and given to the person who gave you the money
and
b. Must be deposited in the bank using a deposit slip or deposit book
and
c. Is recorded in the cash book
2. Expenditure: Before any cheque is written, a cheque requisition needs to be
completed and signed by the relevant people. Then the cheque can be
written
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3. All cheques written must be recorded in the cash book as payments – with
the cheque requisition and receipt/invoice attached.
4. All the above transactions should be reflected in the bank statement.
5. Cheques are sent back to you in the post from the bank and should be filed.
Example of a completed cheque requisition to which the Pick ‘n Pay slip is
attached once the payment has been made.

Cheque Requisition
Date

24 June 2007

Cheque no

3654

Amount

R429.95

Description of Expenditure
In favour of (to whom is the cheque made to?)

Pick ‘n Pay
Details of payment (what exactly is being bought)

Gardening equipment for vegetable garden
Budget Line Item

Equipment

Funder /Budget

CCT (City of Cape Town health)

Approved by

J Makwera

Date

24 June 2007

Authorised by

P September

Date

24 June 2007
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Important thought

Please note that a cash book entry is completed on the cash book below. The Pick
‘n Pay invoice reflects a payment made by cheque.

Attribution Non-commercial Share Alike

61

Financial Management for CBOs
Level 4 - Learner Manual

Bank cash book example
Organisation's name: Community Care
Bank Cash Book for month: June 07
Date

Cheque
other

or

Reporting

Recipient

Description

(who did you pay)

(what did you buy)

Income

Expenditu

Document

re

ation

reference

Funder

Budget
Line Item

attached?

nr.
24 June 07

Chq no 10

Pick ‘n Pay

Gardening equipment

R429.95

Yes

CCT

Equipment

Yes/No
Yes/No
Yes/No
Yes/No
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Exercise 8
Group activity

Look at the transactions below for Community Care CBO. Discuss what paper
work/ procedures you would need for each of these items.
05/11 Cheque no 11 was used to pay R1500, 00 for rent to ABC school for
office space
05/11 Received a cheque of R3000, 00 from Galaxy cc. as a donation
07/11 Cheque no’s 12-14 were used to pay salaries for the October - R2000,
00 to Mrs Mpho Sibiya, R1500, 00 to Mr Daniels and R 1500, 00 to Ms
Kariem
10/11 Sold T-shirts and calendars that were donated by XXX for R250, 25 at
a fundraising event held in Muizenberg.
15/11 Bought educational toys from Game stores for R2 305.46 (cheque 15)
16/11 Received outstanding crèche fees for October amounting to R1210,
00
17/11 Bought meat from Meatrite for crèche and youth project costing
R700, 16 and used Cheque no 16
17/11 A donation of R150, 00 was received from Mrs Banda towards year
end programme.
17/11 Bought stationery from Nazo Supermarket amounting to R216, 20
with cheque no 17
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18/11 Paid R599.99 to PrintoPlus for the order of cartridge and photocopy
paper using cheque no 18
20/11 Paid R100, 00 to the municipality for water and rates with cheque no
19
23/11 Paid Mr Zungu R90, 00 for hiring his transport for a school outing,
(chq no 20)
25/11 Bulk shopping at Macro paid by cheque no 21 the amount of R
7550,00
29/11 Bought paint brushes R125, 65 from Art Supplies (cheque no 22)
30/11 Paid R50, 00 to Mar Gray for transport to treasurers training (cheque
no 23)
30/11 Donation (cheque) received from FNB for R50000 for soup kitchen
equipment
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Exercise 9
Individual activity

Please complete the following based on the above:
1. Issue receipts for those transactions that need receipts.
2. Prepare a deposit slip for the transactions on the 16/11.
3. Prepare cheque requisitions for the payments on the 17/11. (Discuss the
supporting documents that you would require for each payment and make a
note on the cheque requisitions.)
4. Explain step by step what is needed to pay PrintoPlus by cheque.
Now enter all these transactions into your cash book (using the blank cash book
example provided).

Self-test

You should be able to:
Read a bank statement and explain its contents and
Maintain a cash book

Please ask your facilitator if you are unsure of any of the above.
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BANK RECONCILIATION
Definition

A bank reconciliation is where you confirm that the records in the cash book match
the record that comes from the bank i.e. bank statement.

As with petty cash, you need to reconcile your cash book at the end of each month
to check that you have recorded everything correctly and that you are accountable
for your income and expenses.
In order to do this, you need to first get a closing balance on your cash book.

Getting a closing cash book balance
Just like with our petty cash book, we need to balance our cash book.

Important thought

To can get a cash book balance by adding up all the expenditure for that month and
subtracting that from all the income for the month that is,
(income – expenditure = balance)

Attribution Non-commercial Share Alike

67

Financial Management for CBOs
Level 4 - Learner Manual

However with the cash book, there are some expenses and income that we don’t
know about because they have happened at the bank and not through cheques or
deposits. These are:
Bank charges as they are also an ‘expense’ on our account and
Electronic deposits into our bank account which are income
These need to also be included in our cash book as they are transactions that
happened in our bank account this month. So, the following steps must be taken
to balance our cash book:
1. At the end of the month, consult your bank statement to find transactions
that are not recorded in your cash book. These are normally electronic
deposits and bank charges
2. Add these to your cash book. Remember to start a new row for each
transaction and use that bank statement number as your reference number
for the transaction.
3. Then add up all the income on your cash book (total cash book receipts)
4. Add up all the expenditure (total cash book payments)
5. And then subtract the expenses from the income to get the closing balance

Cash book balance
Cash book balance brought forward (last month’s closing balance)
Add:

Total cash book receipts

Less:

Total cash book payments

Equals:

Closing cash book balance
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Important thought

Remember, just like with petty cash, your closing balance becomes the opening
balance for the next month’s cash book!

Exercise 10
Individual activity

Closing cash book balance
Let’s practice doing a closing balance.
If the bank cash book’s opening balance on the 1/11 is R5 000.00, what will the
closing balance on the 30/11? Closing balance is _________________ (see below
for some tips on how to do this!)
Remember the steps explained above:
1. Check the bank statement (below) to find those transactions that are not
recorded on your cash book but that occurred in that month. Look for: Bank
charges as these were also an ‘expense’ on our account and electronic
deposits into our bank account which are income
2. Add up all the income
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3. Add up all the expenditure
4. Minus the expenditure from the income
5. This is then your closing balance

Bank reconciliation process
This is the process of checking that your cash book balance is (the money you have
left in the bank) correct – Remember with petty cash you do this by counting the
money in your petty cash box. With cash books you have to look at your bank
statement to see how much money is left in the bank.
Compare the cash book balance that you worked out in the above exercises
to the bank statement balance on the next page.
What do you notice? Is there a difference?

Why do you think that they differ?
There are several reasons why the balances may differ
o A transaction is recorded in the cash book and not in the bank
statement e.g. outstanding receipts that were not deposited in the
bank or
o There are outstanding cheques that are not deducted from the bank
balance – i.e. person has not cashed the cheque yet

Attribution Non-commercial Share Alike

70

Financial Management for CBOs
Level 4 - Learner Manual

How to proceed?
Compare the bank statement with the cash book balance. If they are
different then you need to prepare a reconciliation
Go through each expenditure item in your cash statement and check that it
reflects as a debit on your bank statement .Tick them on the cash book if
they are.
If they are not reflected on the bank statement this means that the person
or recipient who got the cheque has not cashed it yet. These are called
outstanding cheques.
A record of these needs to be noted so that you always know each month
that they might still be deposited.
Then go through each income item in your cash statement and check that it
reflects as a credit on your bank statement .Tick them on the cash book if
they are.
If they are not on your bank statement, then they have not been deposited
yet, or do not reflect on the bank statement yet. These are outstanding
deposits.
To reconcile the cash book we need to add the outstanding deposits to the
bank balance and/or subtract outstanding cheques.
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Example of Bank Reconciliation
Details

Amount

Balance as per bank statement at the end of the month
Add: Outstanding deposits
Sub-total:
Less:

Outstanding cheques, e.g cheques not yet

presented for payment at the bank
TOTAL: Balance as per cash book

Please Note:
Make sure you enter the ‘month-end-balance’ of the bank statement and
not the balance at the beginning of the month
Use the above formula in the cash book below the totals or print out a
reconciliation statement and include in your file
Your bank statement and cash book are now balanced with each other. If
they do not balance, you have made a mistake somewhere in the cash book.
You will have to go back and find your error by double checking all the
information. Perhaps you have not included an electronic transfer or the
bank charges?

Internal Policy
Once the bank reconciliation is complete and balanced, the bookkeeper and
treasurer must check the reconciliation for any irregularities as per your
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organisational policy. If a bank error was detected, the bank must be advised in
writing immediately.

Exercise 11
Individual activity

Complete the bank reconciliation using your completed cash book above and the
bank statement below.
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KHAYELITSHA BANK
Sisonke AIDS Project
Statement for 1 to 30 November 2007
Statement number 12
Cheque Account Number 5510203545
Date

Transaction

Page 1

Charges

Debit
Amount

Credit
Amount

Balance

Description
01/11/07

Balance b/f

09/11/07

Cheque 11

R 15.00

R 1 500.00

R 3 500.00

09/11/07

Cheque 12

R 15.00

R 2 000.00

R 1 500.00

09/11/07

Cheque 13

R 15.00

R 1 500.00

R 0.00

12/11/07

Galaxy

R 3 000.00

R 3 000.00

18/11/07

Cash Deposit

R 1 610.25

R 4 610.25

20/11/07

Electronic Deposit - FFF

R 11 000.00

R 15 610.25

21/11/07

Cheque 15

R 23.00

R 2 305.46

R 13 304.79

Cheque 14

R 15.00

R 1 500.00

R 11 804.79

Cheque 18

R 6.00

R 599.99

R 11 204.80

Cheque 16

R 7.00

R 700.16

R 10 504.64

Cheque 17

R 2.00

R 216.20

R 10 288.44

Cheque 19

R 1.00

R 100.00

R 10 188.44

Cheque 20

R 0.90

R 90.00

R 10 098.44

Cheque 21

R 75.00

R 7 550.00

R 2 548.44

Cheque 23

R 0.50

R 50.00

R 2 498.44

R 175.40

R2 323.04

R 17.40

R2 305.64

22/11/07

23/11/07

30/11/07

Transaction Fees
Admin Fee

R 5 000.00
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Remember the steps explained above:
1. Tick off each transaction that is on both the bank statement and in the cash
book.
2. Those that are not marked on both, are on your reconciliation statement and
the cash book are either outstanding cheques or deposits.
3. Use the form below to record these outstanding cheques and deposits.
4. Total the cheques and subtract from the banks closing balance to get a subtotal.
5. Then total the outstanding deposits and add to sub-total.
6. Complete the reconciliation statement below
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Bank Reconciliation Statement

Month:
Bank Statement no:
Details

Amount

Balance as per bank statement at the end of the month
Less outstanding Cheques
Cheque number

Date

Amount

(note here when cashed)

Total of all outstanding cheques
Sub-total
Subtract total outstanding cheques from the bank balance
Add: Outstanding deposits
Date received

Received from

Amount

Note here when deposited

Total of all outstanding deposits
Total
(subtotal plus total of outstanding deposits

Cash Book balance

_________________________

Date

______________________

Completed by:

________________________

Checked by

________________________

This final total should now be the same as your cash book balance. If not, you have
made a mistake somewhere with your calculations. Go back and recheck.
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Important thought

In your organisation’s policy, you need to decide who signs off the bank
reconciliation - this is to ensure accountability and to make sure that
mistakes are not made in your book-keeping.

The closing balance of the cash book is the opening balance of the next
month’s cash book – NOT the closing balance of the bank account!

You need to keep a record of all your outstanding cheques and mark them
off when they have been cashed (taken to the bank and therefore they
reflect on your bank statement). If you don’t do this, you might forget that
one of your cheques still needs to be cashed. Do this by keeping a record of
the reconciliation statement and ticking off the cheques when they are
reflected in your bank statement

You also need to note when your outstanding deposits have been done so
that it is recorded that the money was deposited in your account – this is
important for accountability. Do this by also going back and ticking off the
past reconciliation statements.
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Self-test

You should be able to:
Reconcile the balance in the cash book to the bank statement

Please ask your facilitator if you are unsure of the above.
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FINANCIAL REPORTS
Bookkeeping is a way of keeping record of our income and expenditure. However it
is not enough just to record what we have done, we also need to use this
information to monitor our expenditure.

Why do we need to monitor our Income and expenditure?
Here are some other reasons (check that you understand what these words mean!)
To ensure that you do not overspend
To monitor under-spending
To make sure that you do not have a cash flow crisis

Review and
correct

The

way

that

Needs
assessment

one

monitors one’s income
and expenditure is by
producing
report.

a

financial

Monitoring
activities and the
budget

Plan and Budget

Project
Implementation
and Bookkeeping
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What do financial reports show us?
They show us how much we have spent (expenditure), how much we have received
(income), what we have spent it on (line items), whether we overspent (spent too
much according to our budget), under-spent (spent too little according to our
budget) and what money we have left for us to do our projects (balance).

Who should receive Financial Reports?
FUNDERS. Your contract will state when they want reports e.g. monthly,
quarterly or annually
The BOARD of your organisation should always have up-to-date financial
information at their regular meetings
ALL STAKEHOLDERS should have access to an annual report of the
organisation that include a copy of the audited income and expenditure for
the financial year
STAFF should receive regular reports to monitor project expenditure against
budget

These different kinds of reports are explained in more detail below.
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Funder reports
Every organisation that receives funding, needs to report on the money given and
how they spent that money. How you spent your money is guided by the budget
that was approved by the funder (and the signed agreement detailing what you can
spend that money on). Money can only be spent on what the funder agreed you
could spend that on – if you need to make changes to your budget, consult with the
funder first.

There are very few funders that give unrestricted funds (money that can be used
for anything) – but even for these you need to keep good records of what you did
spend the money on. Remember if you are not able to satisfy the funder that the
money they have given is being used in the way that you told them it would and
that the organisation has strict financial control, you are unlikely to get further
contributions.

During implementation you need to keep track of the expenditure that you have
made for each line item. All this information is then summarised into a financial
report at the end of the month for each funder on their donations.
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Important thought

Look at the petty cash book and the cash book that we did earlier in the course.
There is a column in each of these tables for funder and line item. These should be
completed at the end of each month, so that a summary of what has been spent
for each funder can be summarised and reported on monthly and so you can keep
track of your expenditure. It doesn’t help to find out that you have over-spent at
the end of the year because then it is too late!

Funder reports can be monthly, quarterly or annual reports. The format you use,
how often you report and when your report is due will depend on the funder
requirements and your agreement with them. Don’t be late with your reports,
don’t make up any information and always keep a record.

Let’s use our example organisation (Community Care) to practise the steps in
funder reporting. Below is the annual budget that they agreed with Friendly Funder
Foundation.
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Exercise 12
Group activity

Looking at the budget below, discuss. As you can see they have a budget of
R214 000. Remember that budget is just what you plan! Only a record of
expenditure shows what you actually spent.
a) Identify the budget line items to be used in the financial report
b) In groups, look again at your petty cash book for November – allocate each
expense from the petty cash book to a funder and budget line item (TIP: Some
items might not be covered by this funding agreement)
c) Then do the same with your cash book for November

Community Care Youth Project Budget
Category

Activity / Item

Per

Per Year

Total

month

Salaries

Manager (3/4 of salary)

R 2 000

R 18 000

Life skills Facilitator

R 1 500

R 18 000

Sport Coach

R 1 500

R 18 000

R 1 250

R 15 000

R 54 000

Educational Materials and
Project Costs

Sport Equipment
Meals (50% contribution)

R 10 000 R 120 000

Transport

R 2 000

Stationery and Postage

R 2 360
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Audit Fees

R 3 600

Administration Bank Costs

Total

R 200

R 2 400

Rental (contribution)

R 600

R 7 200

Cleaning and Maintenance

R 120

R 1 440

Telephone and Fax

R 500

R 6 000

R 20 640

R 16 300

R 140 000

R 214 000

Remember that some items can fit in more than one category – if this is the case
then you need to select with budget line item it should fit with. For example you
might be able to include paper under stationery or educational materials.
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Exercise 13
Individual activity

There are a number of different ways to write a financial report. Below is one
example.
d) Look for similar line items in your cash books and then add them together and
put the total in the financial report under the correct month and next to the
right line item
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Funder:

Annual

DIFFERENCE

Actual Expenditure

BUDGET
AGREED
COMMENT

BUDGET
Organisation:
AGREED

MINUS

Months of the year

ACTUAL
EXPENDITU
RE

ACTIVITIES

SUM

TOTALS
Income received by
organisation
Payments received
by organisation
Date received
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Summary of Administration and Financial Reports
By preparing a monthly financial statement, you are able to look at your
financial record and check it, organise it and summarize it.
This report should summarise all your income (this information is taken from
your cash book) and all your expenditure (this is taken from the petty cash
book and cash book). It is recorded in an income and expenditure report and
broken down into different line items that is in your organisation’s budget.

Statement of Income and Expenditure for: October 2007
INCOME
EXPENDITURE
Donation
from
R5 000 Rental

R1 500

M.Smith
Friendly

funder

R10 500 Electricity

R500

Stationery

R200

donation

Total income

Stipends

R5 000

R11 000 Total Expenditure

R7 200

The bookkeeper and treasurer should check the figures and make sure that
they are an accurate reflection of what came in and what was spent.
Throughout the year the organisation should produce financial summaries
or reports showing income and spending every month, year to date figures
and the budget for the year. These reports include the full budget to show
the difference between the planned spending and income and what was
actually spent and received. This is the reason for all the day to day
recording and it is on this that your future funding will depend.
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Self-test

You should be able to:
Compile accurate monthly reports

Please ask your facilitator if you are unsure of the above.
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ADMINISTRATION
Good bookkeeping (and good financial management) depend on excellent systems
of record keeping and administration.

Why should we keep records of how the money is spent?
Financial records serve as proof of money received and payments made and
should be filed
They are the source documents that are used for bookkeeping
As public funds are those funds received from donors or funders, they
should have access to the financial records when requested and
These records must clearly state what the funds were used for, to avoid
misuse of funds and allow for transparency and therefore must show how
they were actually spent
This record of expenses helps us to compare it to the budget we planned –
i.e. to monitor actual expenses to the planned expenses in the budget
It shows credibility as stakeholders are able to see if funds were used for
what it was allocated – i.e. the categories or line items and
It proves to stakeholders that funds were used for what they said they
would be in terms of the agreement signed
Records allow for information to be available when requested by all those
involved
It is an audit requirement – i.e. an accounting procedure that is required by
law
It confirms that we are operating within the law i.e. legal compliance
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Cash and cheque processes form part of financial administration and ensure that:
All cash received or any payments made are properly accounted for
All payments are properly verified and approved prior to payment
All vouchers and supporting documents are properly completed and filed
Every month the petty cash book is checked and cash book is balanced and
reconciled to the bank statement

Some financial tasks in CBOs:
Administering petty cash
Writing receipts for money you received
Balancing the petty cash
Filing financial documents
Depositing money in the bank
Writing cheques
Maintain a cash book
Bank reconciliation
Preparing financial reports for management
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Exercise 14
Group activity

How do you manage the money in your CBO? List what you do daily, once a week,
once a month. Share with others.

Daily

Weekly

Monthly
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Exercise 15
Individual activity

What files do you have in your organisation for financial management?
How would you organise your cash book file?

____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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Here are some examples of the kind of files you should have to support an
accountable financial management system:
Financial policy
Funders file
Cash book (and possibly a bank file too for statements etc)
Petty cash book
Salaries and benefits file
Financial statements
Stock

Other recommend additions are: Unpaid accounts, financial agreements and
documents to be kept safely. Some of these are discussed in more detail below.

The funder file should include these sub sections:
Funding proposals and budgets

(Filed in order of date of submission)

Funder specific sub-sections (Each funder should have their own section to
include the contracts, letters, progress reports in date order and information
about the funder. Keep the financial agreement very safe – in a plastic
sleeve!)

Salary and Benefits file
Keeping a good record of salaries and benefits will assist with financial
management but also with UIF, SARS and Human Resource management. Below
are useful sections for this file:
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1. A salary register needs to be kept which is a record of all salaries paid in one
year (SARS tax year)
2. Each person’s individual earning should also be recorded with the full details
of each person’s pay including - What they earned; what deductions were
made and the amount of money that they actually received
3. If salaries and wages are dependent on variable hours worked, then it is
recommended that record of these need to be kept and an attendance
register completed
4. Employees tax records including a different section for UIF section with a
copy of each month’s return form to the Department of Labour
5. Medical aid/ Pension if your organisation has such benefits
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Example of a Salaries and Wage Register
DATE :
Surname

EARNINGS

November 2007
Name

ID No

Salary

DEDUCTIONS
Total

PAYE /

DETAILS
UIF

Total

SITE

Actual

Employee

Pay

Signature
or Cheque
#

Daniels

Scott

7001310020183

R 1 500.00

R1 500.00

0

R 15.00

R 15.00 R 1 485.00 Chq No 12

Sibiya

Phumla

6402100200236

R 2 000.00 R 2 000.00

0

R 20.00

R 20.00 R 1 800.00 Chq No 13

Karriem

Alli

6512010220183

R 1 500.00 R 1 500.00

0

R 15.00

R15.00

R 5 000.00 R 5 000.00

0

R 50.00

R 50.00 R 4 770.00

Totals
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Self-test

You should be able to:
Record information accurately and file them.
Maintain a salaries and wages register

Please ask your facilitator if you are unsure of any of the above.
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ROLES AND RESPONSIBILITIES IN A CBO
Important thought

An overview of the roles and responsibilities in a CBO helps us to understand what
is required and to hold them accountable for their actions. This ensures good
organisational processes and procedures in management and the CBO as a whole.

The Role of the Manager
Is to plan with the stakeholders for the organisation
Consult the community
Develop a project plan and budget
Oversee or manage the project
Compile reports
Organise the activities and allocate resources
Help the team of people on the project to do what is required of them
Monitor and control the money against the budget
Review the process and take the necessary action to correct previous
mistakes or change direction
Provide leadership to the organisation
Reports to the Board – i.e. is accountable to them
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Role of the Financial Administrator (sometimes the same
Person as the Manager)
Write receipts for money received
Deposit money in the bank
Write cheques and record them
Administer the petty cash box
File financial documents

Financial Management Responsibilities
Policies allocate roles with responsibilities to relevant parties and hold them
accountable. Policies are based on the overall rules stated in the constitution and
give detailed steps of how to carry out these rules. The board and all staff must
work within the policies of the organisation to operate effectively and efficiently to
achieve their goals.

Every CBO should have a constitution that describes the system of accountability
i.e. who the governing body is, its powers and responsibilities.

The Board has the overall responsibility for the organisation. They are responsible
for deciding on policy and strategy and overseeing the financial management of the
organisation. Management authorises payments and signs cheques. As a minimum
of two signatories are required by the bank, it is often the treasurer and/or
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chairperson who sign. The board delegates day-to-day management to the
manager to implement policy. The board must set up monitoring systems to make
sure that their instructions are being followed.

Everyone who works to achieve the goals of the organisation has a role in financial
management.

Financial Responsibilities of all staff
The manager is responsible for seeing that the activities of the CBO gets done and
is accountable to the board for this. This person is then responsible for how the
money is used and is delegated to authorise the use of funds. This means that s/he
has to sign a cheque requisition form for the use of any organisational funds before
a cheque can be written. Once this is done, it has to be signed by the relevant 2
signatories for the bank to accept it.

Some organisations have a financial administrator who completes the requisition
for signing by the manager and records and files this. Whoever takes responsibility
for the finances in the organisation should also be responsible for the petty cash –
s/he has to keep records of all petty cash used, file the petty cash vouchers with
the slips attached and see that it is reimbursed at the end of each month. The
manager should check this every month-end as the board needs a monthly report.
If the manager and the financial administrator are the same person, then the
treasurer should check these records.
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Generally, CBO’s do not have the resources to employ a bookkeeper. The treasurer
and manager take on the role of managing the finances of the organisation. The
final responsibility for the finances of the CBO is in the hands of the Board as they
are held legally responsible.

Role of the Board
To provide leadership, guidance and policy direction to ensure that the CBO
stays focused
To ensure that they operate within the laws
To ensure that CBOs can meet all its funding commitments and be
accountable for all funding
The board also has a specific financial responsibility - to ensure financial
accountability and therefore they need to take on specific roles for this which
should be detailed in your constitution. Some of these roles are:
Agree to budgets
Reviewing and monitoring of budgets
Check on financial systems and policies and ensure that the systems that
prevent fraud are in place

Specific members have specific financial responsibility like the treasurer and
often the chairperson.
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Treasurer
Oversees the money that comes into the CBO
Ensures that income and expenditure are properly controlled and recorded
Sets up financial rules for the CBO
Ensures that there is a bank account
Often is one of the signatories - Signs cheques (can be with chairperson)
Ensures that the petty cash system is running effectively
Helps with budgeting and is responsible for regular reporting of actual
expenditure
Investigates and reports misuse of funds
Ensures that regular Audits are conducted

Exercise 16
Individual activity

List the current financial responsibilities of these role players in your organisation:

The board
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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The manager
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
The financial administrator
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
Other staff
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
For all the above role-players, list what new responsibilities they could take on, to
improve the financial management of your organisation.
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
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Self-test

You should be able to:
Identify the roles and responsibilities of all those involved in the
organisation

Please ask your facilitator if you are unsure of the above.
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FINANCIAL CONTROLS AND POLICIES
Financial Controls
To check that financial controls are in place the following questions should be
asked:
When and how often will accounts be audited?
Which position holders will be signatories on accounts?
How many signatories will there be?
Who will be able to authorize spending and to what limits?
How much will be kept in the petty cash box?
Where will it be securely stored?

Financial Policies
The organisation’s constitution has rules for how the organisation will operate.
Policies are the step-by-step processes of these rules. Policies ensure that
everything is done correctly and within accounting principles and the legal
requirements. The board makes the decision about who will do what with the
money of the CBO and records this so that it is clear, how funds of the CBO will be
managed. Policies guide CBO’s in running an efficient, honest and accountable
finance system.

The policy includes the board’s decision that the manager will be responsible for
authorizing the use of funds in the CBO i.e. she signs the requisition form for the
cheque to be signed by the 2 signatories (chairperson and treasurer). Financial
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Policies include signatories, petty cash, banking, bookkeeping and financial
reporting procedures.

The CBO should have a policy to guide them to deal with disciplinary action for
misconduct and fraud as part of their Human Resource policies. Some of the roles
of the board, the manager and the administrator form part of the financial policy.
Please look at these carefully to identify them.

Definition

An assets register is a list of what the organisation owns, the date it was bought
and the cost or value of the item.

An asset register is part of the finance policy and should be maintained. All
purchases must be authorised by the manager who is then held accountable. Even
donations to the organisation such be receipted and included on the asset register.
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Example of an Asset Register
Item

Name of

Make /

Ref no

Item

Type

1

Desk

Supplier

Date of

Total

Unit

Total

Purchase

no

Price

Price

Wooden Donation 25/03/01 2

R0

R0

R59.99

R59.99

Nats
Dlamini
2

Kettle

Safeway

Clicks

20/04/01 1

3

Filing

Metal – Bradlows 1/05/01

1

R250.00 R250.00

Cabinets 4
drawer

Self-test

You should be able to:
Record and manage the assets of the organisation and
Demonstrate an understanding of the financial policies and controls used in
your organisation

Please ask your facilitator if you are unsure of any of the above.
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ANNUAL REVIEWS
Definition

An auditor is a qualified accounting professional required by law to check your
financial processes and verify it annually. This is called an annual review.

Important thought

Auditing is a formal, external and independent review by a registered professional
person who checks the finances of the organisation.

Many small CBOs cannot afford to employ auditors (as they are very expensive). If
your funder’s require you to have an annual audit by a registered audit firm, then
try to request funding for this.

The other possible option is to employ a registered accounting clerk to prepare
annual statements for your organisation. They will still provide a good analysis of
your organisations financial accountability
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How to choose an auditor
Use an auditor/ accounting clerk that is familiar with government and donor
grants and the workings of community organisations
Get recommendations from other community organisations for good
auditors
Appointment of an auditor should be approved by the board

It is good practice to prepare for your audit throughout the financial year by
building good financial management systems.

Accountability is the
moral duty of an
individual

or

organisation

to

explain how funds

Review
and
correct

Needs assessment

or authority given
by a third party has
been used.

Monitoring activities and
the budget

Plan and Budget

Project Implementation
and Bookkeeping
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Audit Preparation Checklist
A copy of your constitution and any amendments



Copies of minutes of board meetings where financial decisions were made
A record of cash payments and receipt books including petty cash book
All used cheque counterfoils or stubs and bank deposit books
Copies of your bank reconciliations
Bank statements for the entire year
Copies of your funding contracts and agreements
List of people or organisations that your CBO owes money to at the end of
the financial year
List of all employees for the past financial year
Copies of pay slips or any other salary records
List of all your assets
Record of donations

Self-test

You should be able to:
Identify an appropriate accounting officer
Prepare for an audit

Please ask your facilitator if you are unsure of any of the above.
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FORMS FOR YOU TO USE
Cheque requisition template

Cheque Requisition

Date

……………………………..

Cheque no

……………………………..

Amount

……………………………..

Description of Expenditure
In favour of (to whom is the cheque made to?)
………………………..…………………………………………………………………………………………………….……
Details of payment (what exactly is being bought)
………………………..…………………………………………………………………………………………………….……
Budget Line Item

….…………………………………………………………………………………………….

Funder /Budget

….…………………………………………………………………………………………….

Approved by

…………………………………………….

Date……………………………..

Authorised by

…………………………………………..

Date……………………………..
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Petty cash book template
Organisation's name:
Petty Cash Book for month:
Date

Reference
nr.

Reporting
Recipient-

Description

who did you pay

What did you buy

Income

Expenditure

Cash
Balance

Documentation Funder
attached?

Budget
Line
Item

Opening Balance
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
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Bank cash book template
Organisation's name:
Bookkeeping for month:
Date

Cheque or

Reporting
Recipient

Description

other

Income Expenditure Documentation Funder
attached?

reference

Budget
Line
Item

nr.
Opening Balance
Yes/No
Yes/No
Yes/No
Yes/No
Yes/No
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Annual report template
Funder:

Annual

DIFFERENCE

Actual Expenditure

BUDGET
AGREED
COMMENT

BUDGET
Organisation:
AGREED

MINUS

Months of the year

ACTUAL
EXPENDITU
RE

ACTIVITIES

SUM

TOTALS
Income received by
organisation
Payments made by
organisation
Date received
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Bank reconciliation
Bank Reconciliation Statement

Month:
Bank Statement no:
Details

Amount

Balance as per bank statement at the end of the month
Less outstanding Cheques
Cheque number

Date

Amount

(note here when cashed)

Total of all outstanding cheques
Sub-total
Subtract total outstanding cheques from the bank balance
Add: Outstanding deposits
Date received

Received from

Amount

Note here when deposited

Total of all outstanding deposits
Total
(subtotal plus total of outstanding deposits

Cash Book balance

_________________________

Date

______________________

Completed by:

________________________

Checked by

________________________
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SELF-ASSESSMENT
Exercise 17
Individual activity

Please tick what your organisation does. This checklist will give you an indication of
the areas that need focused attention.

Does your organisation?
Check that Financial Management of systems and controls do not rest with
one person BUT that the responsibilities are shared
Check that finance policies allow that more than 1 person (employee or
governing board member) is able to sign requests for payments and
cheques, approve payments and withdraw money from the bank.
Check that the bank reconciliation is done by someone who does not sign
the cheques?
Check that the financial records (Petty Cash and Cash Book) are signed by a
person other than the person completing the records?
Check that funders and the governing board receive monthly financial
reports?
Check that an annual external audit is done?
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Managing finances
Check that the signatories sign all cheques or requests for payment?
Confirm that cheques are crossed unless it is a cheque which needs to be
cashed over the counter. (If this is the case, the person cashing the cheque
MUST produce his/her ID book).
Check that the cheque book and petty cash is kept in a safe, locked location?
Withdraw money without the necessary withdrawal request?
Check your bank balance before writing a cheque?
Do monthly BANK reconciliations?

Managing receipts
Issue a receipt for money coming into the organisation?
Bank this money FIRST before spending?
Leave receipt books where others have access?
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Managing expenditure
Check that all expenditure is approved and attached to an approved budget?
Obtain quotes before you purchase equipment or other services?
Ask for an invoice for services you received?
Monitor your budget against expenses?
(to ensure that you can afford the services or equipment)
Check that funds are available before you make payments?

Managing petty cash
Complete a petty cash voucher before any money is given to others?
Remember to put PAID on the invoice/receipts?
Update your petty cash book on a daily basis?
Keep a record of the balance in petty cash?
Accept IOU’s or give loans from petty cash?
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Monthly checks
Check that funds have been received every month (check the deposits)?
Check all transactions in your cash book?
Compare the cash book with the bank statement?
Do the bank reconciliation?

Identify the main areas that you would like to develop in terms of financial
management in your organisation.
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________
____________________________________________________________________

Select 3 steps that you can take when you return from this course in improving
your financial management systems:
1. ______________________________________________________________
2. ______________________________________________________________
3. ______________________________________________________________
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USEFUL WORDS
Accounting

Summary of transactions or accounts

Assets

What you own furniture, equipment etc – possessions
of the organisation

Activities

Step-by-step process of action to achieve goals

Authorisation

Someone who has been given permission to sign e.g.
manager

Balance

Amount of money left in bank account

Bookkeeping

Process of recording financial information

Budget

Plan for the use of money for a specified period

Budget agreed

Revised budget that is final when the funder agreement
is signed and the budget is adapted to suit their needs

Cash flow

Movement of money into and out of account each
month

Cash flow plan

Shows what money is likely to come in or go out of the
account during a given period e.g. for 3 months

Cash purchase

When you buy goods and pay in cash

Charge

Price for a service given – fee e.g. bank charges

Cheque counterfoil

Carbon copy of cheque or stub attached to cheque

Competence

Skill, knowledge and ability gained over a period of time

Compliance

Operate within the laws of the land – agree with it
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Constitution

Rules that govern an organisation

Contract

Legal agreement between two or more parties

Costs

Money that is spent – expenses

Deficit

Is incurred when you spend more than you have negative balance or shortfall

Deposit

Money that is put in the bank or saved

Difference

When one amount is subtracted from another to give a
total

Evaluate

Weigh up the pros and cons or measure against

Exploit

To take advantage of a situation – benefit from it

Expenditure

Payments made or money that is spent by the
organisation - expenses

Finance

Is the management of money – keeping financial
records

Financial control

Systems and processes are in place to ensure that the
money is being correctly handled

Financial management

Involves

planning,

organising,

controlling

and

monitoring the financial resources of an organisation to
achieve its goals
Financial reports

Explaining how the money was used i.e. financial
records, narrative reports

Attribution Non-commercial Share Alike

124

Forecasting

Thinking about and working out what is likely to happen
in the future

Income

Money received from various sources

Legal Requirement

Is required by the law of the land

Limitations

Boundaries within which to act - can and cannot do

Loan

Money received that must be paid back or returned

Money Management

Dealing with money in a systematic and accountable
manner

Organisation

A group of people that work together to change
something or make something happen

Petty cash

Money that is used to pay for day-to-day items

Policies

Guidelines or rules that the organisation agrees to use
to operate effectively

Portfolio of evidence

A collection of proof or evidence (e.g. written exercises)
that learning had taken place i.e. skills learnt were used
in context

Receipt

Issued when money is received – record of income
received

Reconcile

Bring about an agreement – explain why it should agree

Resources

What you need to use to achieve your goal e.g. human
skill and physical resources such as equipment and
materials
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Revised Budget

Changed to suit the funder requirements – what they
will pay for – categories and line items – adapted,
usually less

Salary

Fixed amount that is paid regularly to do a specific job

Service

A job that is done for others

Service provider

Provides a specific service to others for payment

Shortfall

Deficit – less than you should have – negative balance

Stipend

Amount to cover transport and lunch costs for
volunteers if they do not have any other income

Strategy

Agree on a particular plan of action

Stubbs

Part of cheque that remains in cheque book where
details of cheque are recorded

Sum of

A group of figures added together to give one final total
or used when an amount should be written in words
e.g. on receipt

Surplus

More than you should have – profit – positive balance

Track record

Record of your past performances – how did you do last
year or the year before that?

Transactions

Are recorded when you pay for expenses incurred

Withdraw

Money is taken out of the bank account for use for a
specific purpose
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