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INTRODUCTION

Welcome to Setting Standards,
Improving Performance; the
Best Practice Manual to Finance
and Governance in the Voluntary
and Community Sector, a
directional and support aid to
improving the effectiveness of the
sector and highlighting the
Government’s requirements of the
sector particularly when providing
grant aid.
It is recognised that running a
voluntary or community
organisation, regardless of its size
or nature, is not an easy task.
Difficulties in running a voluntary
or community organisation are not
restricted to small inexperienced
groups. Many large organisations
also come up against significant
problems or need support.
This Manual has been developed
jointly between key officials in the
Department for Social
Development and the Department
of Finance and Personnel and
representatives from voluntary and
community sector organisations
which actively provide guidance
across a range of financial and
management functions to groups
in the sector.
It is not a step by step manual but
seeks to highlight and illustrate
best practice principles which
Government would expect to find
in a well run organisation when
considering funding. The absence
of such standards of best practice
and systems would potentially
have a bearing on the decision by
Government to award support.
The necessary practical advice or
support to underpin the best
practice is signposted to those

organisations and Government
bodies best equipped to provide it.
Each chapter deals with a key area
of organisational management;
outlines best practice principles;
provides appropriate examples;
includes a checklist and
importantly, lists a number of
contacts for support.
The guidance is not exhaustive, it
is not intended to be, but it
highlights best practice principles.
Many organisations will have
sophisticated systems in place
and could be in a position to
provide advice and support to
others. This is where the
signposting will be key.
The Manual will be a ‘living’
document in that it will be regularly
reviewed and updated to reflect
new developments or change in
practice. It will also seek and
welcome comment from the sector.
Importantly it is recognised that
guidance alone is not sufficient to
ensure improvement in practice. It
must be underpinned by
appropriate training and
development. The last chapter in
the manual addresses the issue of
embedding best practice. Where
possible, existing training
resources either available within
the sector or within Government
will be utilised. Where gaps are
identified then training will be
developed by Government in
partnership with the sector.
It is intended that the use and
applicability of the manual and the
best practice principles contained
within will be adopted across
government departments although
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it should be recognised different
departments may apply
programme specific criteria. There
will however be a consistency of
approach and understanding of
what makes for a well governed
voluntary or community sector
organisation.
Government is committed to
streamlining the delivery of funding
to the voluntary and community
sector. Positive Steps1 outlines a
series of actions to improve the
funding relationship between
Government and the sector.
This Manual takes forward some
of the actions concerning effective
governance, management and
accountability which Government
departments would expect to find
in well run, properly managed
organisations. As more detail on
the out workings of actions are
Working Group
Seamus Murray
Alison Wightman
Gerry Cappa
Jan Keenan
Yvonne Dolan
Fancea O Neill
Jack Nelson
Mary McCartan
Donald Heaney
Peter McGinn
Brendan McCann
Georgie Devine
Martin Gribbon
Lawrence Stanford
Oonagh McFlynn
Ciaran Doran
Stephen Rusk
Damien Mulholland
Mandy Morrison

developed, this Best Practice
Manual will be updated.
Your comments and feedback on
the manual and its usefulness to
your organisation are very much
appreciated and will assist in
improving it. You can submit these
to the Voluntary and Community
Unit either in writing or by e mail
to the address below.
Voluntary & Community Unit
Level 3, Lighthouse Building
Gasworks Business Park
Ormeau Road, Belfast, BT7 2JB
Email: vcu@dsdni.gov.uk
Website: www.dsdni.gov.uk
Tel: 028 9082 9(38)432
Fax: 028 9082 9431
Finally sincere thanks to the Best
Practice Working Group for their
significant contribution in the
development of this Manual.

Voluntary & Community Unit (Chair)
Community Change
Community Change
Rural Community Network
Volunteer Development Agency
NICVA
Belfast Regeneration Office
QAU, Belfast Regeneration Office
DSD Internal Audit
DSD Internal Audit
Finance Directorate
Corporate Investigations Unit
Voluntary & Community Unit
Urban Regeneration Strategy Directorate
Belfast Regeneration Office
Department of Finance and Personnel
Department of Finance and Personnel
Regional Development Office
Department of Finance and Personnel

1. Positive Steps, Government’s response to Investing Together the report of the independent Taskforce on resourcing the Voluntary and
Community Sector available at www.dsdni.gov.uk
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PLANNING

2.1

Purpose of this Section

• Can identify and establish
appropriate standards of
performance.

This section aims to provide an
understanding of planning ahead
for your organisation, and some
tools you might use. It also aims
to provide a framework for
preparing a strategic or forward
looking plan.
Increasingly funders, particularly
Government, will want to see
evidence that an organisation has
given proper consideration to its
future development. It will look for
evidence as to how an
organisation will manage its
resources, develop and train its
staff, generate and secure its
finances and fulfil its aims and
objectives both in the short and
long term. The extent and nature
of this ‘plan’ will depend on the
nature and size of the organisation
but it will demonstrate that there
is effective control and
management of the organisation.
Critically the plan should establish
how the organisation will attempt
to achieve agreed objectives and
targets.
2.2

There are different types of plans.
A strategic plan is normally set for
a number of years and is broader
in focus than a business or as is
sometimes referred to an
operational plan which normally
covers a shorter period and for a
shorter project.
2.3

There are 4 steps to creating a
Strategic Plan
1. Agreeing a vision; the dream
you have for your organisation
2. Creating a Mission Statement;
the purpose of the organisation
3. Setting objectives; and
4. Incorporating the annual
Business Plan. A strategic or
corporate plan normally covers
as a minimum a three year
period, being updated and
reviewed each year when the
business plan is being
produced.

What is Planning?
Planning is perhaps best
described as a process designed
to ensure that an organisation:
• Knows why it exists and what its
principle objectives are;
• Knows its own strengths and
weaknesses;
• Knows that opportunities and
threats are posed by the
external environment; and

The Steps of a Strategic Plan

2.4

Producing a Business Plan
Once the objectives have been
established and agreed by the
management committee the next
step is to produce the business
plan. This plan identifies how the
organisation is going to meet the
agreed objectives and will usually
contain the following:
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• Objectives.

agreed method by which you can
plan ahead to ensure you fulfil
your agreed objectives and deliver
good services.

• Activities/Services to be
provided.
• Timescales
• Targets
• Review and Assessment of
current programmes.
• Resource requirements
• Organisational Structure and
staffing.
• Assessment of the factors in the
external environment which
might affect the organisation’s
future which may have changed
since the strategic plan was
produced.
The Business Plan will be
produced annually and show clear
linkage to the organisation’s
budget.
2.5

Planning Tools
There are a number of planning
tools which an organisation can
use to improve their operations
and performance. These include
the Business Excellence Model;
the Balanced Scorecard; Strengths
Weaknesses Opportunities Threats
(S.W.O.T); Physical Economic
Social Technological (P.E.S.T.)
analysis. The use of these will
depend on the size, nature and
experience or preference of your
organisation. The organisations in
the Useful Contacts list can
provide guidance on these,
however the key is to have an

2.6

Conclusion
Once the Strategic Plan and
Business Plan is written and
agreed by the Management
Committee it is vital that it is
regularly monitored and revised as
necessary. A key aspect of this is
the setting of targets which are
clear, realistic and can be
measured.
If revisions are made the Plan may
need to be rolled forward as a
consequence, lengthening the
original timescales established. It
is also critical that the
organisation implements a
timetable and process for
monitoring performance against
the plan including regular reporting
to the management committee.
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2.7 Planning Checklist

✓

1. Agree who will be involved in developing the strategic plan:
• Board members.
• Managers.
• Staff.
• Volunteers.
• Service Users.
2. Clarify the organisation’s purpose and mission:
• What is the overall purpose of the organisation?
• What needs are we meeting?
• What are the broad aims of the organisation?
• What are the organisation’s goals?
• What is the organisation’s ethos?
• Is there a shared understanding of these?
3. Gather information – what’s happening inside and outside the organisation:
• Do our services meet the needs of people using them?
• Have their needs changed or are they changing?
• What are we doing well, what could be improved, and how?
• What other services are needed?
• Are other organisations offering similar services?
• How does our service link with other organisations?
• What are the relevant funding programmes?
• Are there any relevant Government policy developments that may
affect our work?
• Are there any legislative changes that may affect our work?
4. Decide the strategic direction:
• What services will we continue to provide?
• Should we develop any new services?
• What are our priorities?
• What work should we stop doing?
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5. Develop plans to achieve the strategy:
• Are there clear objectives and targets for each element of the service
being offered?
• What resources do we need to deliver the service?
• What information do we need to gather to show that targets are being met?
• How will we ensure a high quality service is offered?
6. Make sure the plan is achievable:
• How much will it all cost?
• How will it be paid for?
• What additional funds are needed and how will they be secured?
• What is the timescale?
• What training do people need to ensure that the work can be delivered?
7. Agree the programme of work:
• What are the key tasks?
• Who will do the work?
• What are the deadlines?
• What are the targets?
• What resources do we need?
8. Use the plan:
• To prepare progress report to the management committee comparing
activity and progress to targets.
• As a fundraising tool.
• Check that the work is going according to plan.
• Identify any issues that need to be dealt with.
• Carry out regular monitoring and evaluation.
• Agree any changes needed.
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Useful Contacts/Sources of Information:
NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org
NICVA Management Development Programme

Enterprise Northern Ireland,

Aghanloo Industrial Estate, Aghanloo Road,
Limavady BT49 0HE,
Tel 7776 3555
www.enterpriseni.com

Local Banks

www.cobwebinfo.com
(have templates for business plans)

Social Economy Agency,

Units 15 & 16, Rath Mor Centre, Blighs Lane,
Londonderry, BT48 0LZ,
Tel 028 7137 1733
www.socialeconomynetwork.org

Rural Community Network,

38A Old Town Street, Cookstown, BT80 8EF
Tel 028 8676 6670
www.ruralcommunitynetwork.org

Invest NI

Invest NI, Community Business Unit,
Upper Galwally, Belfast, BT8 6TB,
Tel 9023 9090
www.investni.com/sab-businessplan.pdf
www.investni.com
(Guidance on business planning)

Volunteer Development Agency

“Signposting Directory for management
committees” – an on-line guide to over 75
organisations across NI that provide a range of
support, information and training for voluntary
management committees.
Contact the on tel: 028 9023 6100 or search
on-line at www.volunteering-ni.org/signposting
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RISK MANAGEMENT

3.1

Introduction
This chapter is linked closely to
the planning process. The use of
risk management helps identify
and manage issues which may
hinder you achieving the targets
set in your business plan. All
organisations including voluntary
and community sector bodies must
decide on how they wish to
manage the risks which they may
face in order to ensure that they
achieve their objectives and
improve governance arrangements,
whilst maintaining organisational
effectiveness.

3.2

What is Risk?
Risk can be defined as the chance
of something adverse happening
that will have an effect on the
achievement of objectives. It is
measured in terms of impact and
likelihood.
Risk in itself is not a bad thing but
the possible negative
consequences of risk must be
balanced against the need for a
particular activity, programme,
service and the organisation’s
ability to deal effectively and
proportionately with the risk.
Any form of innovation requires
risk taking and Government
supports innovation. This is
reflected in The Pathways for
Change Publication which states:
‘We need to ensure a culture of risk
management and innovation that
supports organisations willing to
take risks and innovate in new
areas of work or with hard to reach
groups’.

3.3

What is Risk Management?
Risk management is a way of
examining all manner of risks
which may impact negatively on an
organisation’s day to day
activities. Used effectively as a
tool, risk management should help
an organisation identify potential
risks and decide whether
satisfactory controls or
precautions are in place or need
to be developed in order to
minimise the effects of these risks
on the organisation.
Risk management is an integral
and vital part of project
management and provides a
framework which allows a
Management Committee to:
• Identify the actual and potential
risks (‘the what if’s’) that apply
to their organisation;
• Assess these risks in terms of
likelihood and impact (how do
the consequences of a
particular risk affect the
organisation, the individuals who
work for it and the delivery of
programmes and services);
• Make decisions about how to
respond to the risks they face,
(what is the strength of existing
controls, are resources properly
managed, are the controls
proportional to the risk and offer
reasonable assurance and value
for money);
• Regularly monitor and review
identified risks and the controls
in place, (consider risks
associated with organisational
and/or operational changes).

Setting Standards, Improving Performance

3.4

How it works
Risk management is not a “one-off
event”, but rather it involves
continuous monitoring and
assessment particularly if there is
any significant change which may
introduce additional risk. Regular
reports should be prepared and
presented to the management
committee, who should take
appropriate action where
necessary to manage any
emerging risks. It is good practice
to coordinate reporting on risk with
planning reports.
There needs to be communication
with staff at all levels to obtain
their views and ensure
responsibilities are understood
and accepted and action is taken
as required.
Risk assessment must be suitable
and sufficient and provide
assurance that all reasonable
controls/precautions have been
taken so that the risk to the
organisation is minimised. It is
accepted that the system of risk
management cannot be expected
to fully eliminate risk, this would
be too expensive, but rather
should show that risks are
adequately controlled and are
regularly reviewed and revised.

3.5

Assessing risk
A straightforward method of
assessing risk is as follows:
Step 1 – consider if the chance of
the risk (number of incidents)
occurring is high, medium or low.

Step 2 – consider if the impact (in
terms of exposure/loss to the
organisation’s objectives) of the
risk occurring is high, medium or
low.
Step 3 – determine the overall
rating for a particular risk using
the Risk Template attached at the
end of this section. Use the
example below as a guide.
Example:
An organisation has received
funding for the provision of child
care facilities to enable single
parents to return to work.
A shortage of adequately screened
or qualified staff was identified as a
result of a benchmarking exercise,
against statutory requirements,
which could mean the project
having to close. The loss of the
service would have a severe impact
on the people depending on it.
It would also have a significant
impact on the organisation’s
finances, on its service to the
community and on its reputation.
It would also impact on its
reputation with other funders.
The likelihood of the project closing
is high and the impact of the
closure is also high. Therefore the
overall rating is high and highlights
the need for urgent action.
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3.6

Risk Management Checklist

✓

The checklist below sets out the key components in the process:
Identify the key functions and activities of the organisation
Has the management committee identified all of the key activities, processes
and programmes which it operates or delivers?
Identify Risks
Has the management committee determined which of the organisation’s
activities are at risk and from what source? Some risks include:
•

Financial Risks – has the organisation sufficient resources, has it good
systems of financial control and are its systems vulnerable to fraud and
abuse. (See checklists under Chapters 5 and 6).

•

People or Human Risks – does the organisation have sufficient people with
the right skills to do what it wants to do.

•

Reputation Risks – would the organisation lose standing in its community if it
failed to deliver key services/activities.

•

External Risks – would a change in Government, the political and economic
environment affect the organisation?

•

Information Risks – does the organisation have enough information on
activities to enable the Management Committee to manage and control the
organisation’s operation?

•

Information Technology – is the organisation aware of the risks to its
hardware and software e.g. theft of information, hacking, viruses, security,
and insurance.

Assess Risks
Has the management committee considered the likelihood and impact of an
identified risk occurring?
•

Assigned a rating of high, medium or low to each of the identified risks to
key areas. In some projects risks are assessed only once during initial
project planning, others require continuous risk assessment in all phases of
a project.

•

Recorded the findings on some form of risk table/chart (Risk Profile) to
display the results of the exercise. Generally priority is given to risks
which have been allocated a high rating, however, the organisation will
need to balance and weigh all of the risks against statutory and
organisational constraints.
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At the end of this section is a straightforward example of how to apply a high,
medium or low rating to a risk. There is also an example of a risk profile which
you may find helpful to refer to, alternatively you may prefer to make up your own.
Evaluate controls
Has the management committee taken steps to avoid, contain or reduce the
major risks which have been identified:
•

Examined adequacy of existing controls, e.g. supervisory or management
checks/ planning schedules/ provision of staff training/securing
adequate funding.

•

Assessed if the cost of reducing the risk is proportionate to the impact of the
risk on the organisation

•

Introduced appropriate controls where necessary

•

Allocated responsibility for particular actions to a specific individual.

Monitoring and Effectiveness
Has the management committee agreed to review and if necessary revise the Risk
Assessment Profile at least annually to make sure that the controls/precautions
are still working effectively and to take account of changes to current practice or
the introduction of new activities/programmes.

RISK MANAGEMENT TEMPLATE
High
Medium
Low

Impact

Medium Risk

High Risk

High Risk

Low Risk

Medium Risk

High Risk

Low Risk

Low Risk

Medium Risk

Likelihood
Low

Medium

High
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PROFORMA RISK REGISTER
Risk

Likelihood/ Control
Impact

Inadequate High/high
staff cover

Planning/
scheduling
/rotas

Theft of
High/high
petty cash

Segregation
of duties
regular
reconciliation/
petty cash
box kept
secure

Action
required

By whom Action by
date

Training
Project
immediate
needs
manager
analysis/
Appropriate
training

N.B The entries in the risk register are for illustration only.

Next
review
date
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Useful Contacts/Sources of Information:
Charity Commission

www.charity-commission.gov.uk/publications

NCVO Publication:

Regents Wharf, 8 All Saints Street,
London N1 9RL
Tel 02077136161
www.ncvo-vol.org.uk
Managing Risk – Guidelines for Medium-sized
organisations

HM Treasury

January 2001Management of Risk
A Strategic Overview – Includes supplement
for smaller bodies
www.hm-treasury.gov.uk

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org
NICVA advice note on Risk Assessment

Rural Community Network,

38A Oldtown Street, Cookstown, BT80 8EF
Tel 028 8676 6670
www.ruralcommunitynetwork.org

Community Change,

Philips House, York Street, Belfast, BT15 1AB
Tel 028 9023 2587
www.communitychange-ni.org

DHSSPS

www.dhsspsni.gov.uk/childcare/child
protection/povca.asp
(Protection of Children and Vulnerable Adults)
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GOVERNANCE & ACCOUNTABILITY

4.1

Introduction
Governance is the process by
which a governing body (the
trustees, board,
management/executive
committee, council of management
– most commonly used term is
‘management committee’ – and
will be used for the purposes of
this publication) ensures that an
organisation is effectively and
properly run.

the organisation; for ensuring that
the money and property are
properly used (and managed) to
meet the aims and objectives of
the organisation; for ensuring that
the organisation does everything
within the law and abides by its
governing instrument or
constitution and its agreed
procedures; is accountable to its
stakeholders and finally to manage
staff and volunteers to best carry
out the organisation’s services.

The management committee is
made up of a group of people
ultimately accountable for the
activities of a charity or voluntary
and community organisation; for
making the decisions about the
overall purpose and direction of

This Chapter provides some
guidance on good practice and
presents details of organisations
that provide training, information
and support on all aspects of
good governance.

7 Principles of Good Governance2
Selflessness
Decisions should be taken in the interests of the organisation, not to the benefit
of the person or their family, friends, other organisation etc
Openness
Information should be shared, and reasons for decisions made clear (while
handling confidential information with due care)
Integrity
Management committee members should never put themselves under any
obligation to outside individuals or organisations which might influence their role
Objectivity
In carrying out their role, management committee should make decisions
completely on merit, regarding awarding contracts, appointing staff,
recommending benefits and other areas of decision making
Accountability
Management committees have a duty to comply with the law, and are
accountable for decisions and actions to the funders, public and service users
Honesty
Management committee members have a duty to disclose any private or
personal interests which may present a conflict of interest, and take steps to
resolve conflict to the benefit of the organisation
Leadership
All principles should be supported through leadership, while respecting the role
of senior staff.
2. Based on Nolan Committee’s 7 Principles of Public Life
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4.2

Roles & Responsibilities of
Management Committee
members
This document does not detail all
the responsibilities that you will
undertake as a Management
Committee member. You will not
be expected to know everything 
the ideal committee should
consist of people whose expertise
and knowledge complements each
other. However to be as effective
as possible on the committee, you
will need to be familiar with many
areas of responsibility:
• Determining the organisation’s
mission and vision. Only the
Management
Committee/association
members have the power to
create and change the
organisation’s mission and
vision.
• Ensuring the organisation has
clear strategic objectives and
priorities for its work and clear
policies and procedures for the
carrying out of and monitoring of
the work;
• Ensuring that the organisation
has adequate resources
(people, expertise, money, time,
equipment etc) to carry out its
work;
• Ensuring the organisation’s
money, equipment, property and
other assets are safeguarded;
• Ensuring that staff/volunteers
are properly recruited, managed
and supported;

• Ensuring that the organisation
develops and maintains
appropriate relationships
internally and externally; and
• Ensuring that the organisation
complies with the law, with the
conditions of contracts,
agreements, and with the
requirements of its governing
document (constitution,
memorandum and articles of
association etc).
• Ensure that the organisation
reports regularly to its members
through an AGM, its annual
report and other publications.
Governance is not about doing: it
is about ensuring things are done.
In a small organisation, it is
almost inevitable that
management committee members
will be involved not only in making
decisions and monitoring work, but
in doing some or all of that work.
In order to achieve good
governance, the management
committee must be concerned
with the systems by which their
organisation is directed and
controlled, i.e. structures;
processes for decision making;
accountability; policies and codes
of conduct. The structure and
processes used to govern
voluntary and community
organisations have a strong
impact on the services that are
provided.
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For example:
Where the management committee
fails to discharge its duty of
leadership, this role is left to the
manager. A manager may be too
closely focused on operational
issues or unable to distance
himself/herself from staff interests.
As a result, they may not provide
the management committee with
the strategic analysis and the
information they require in order to
decide priorities for the
organisation. This can lead to the
organisation drifting away from its
original purpose with consequent
lack of understanding of its key
functions both internally and
externally.

mechanisms to full committee, or
seeking ratification from the full
committee. A structure of standing
orders may help in this regard.
4.5

Accountability
The management committee is
accountable to a number of
groups: their membership,
stakeholders, customers and
funding agencies. In order to be
accountable, suitable systems
must be in place and kept up to
date. Any staff/sub-committees
must report to the management
committee, who are ultimately
accountable for the entire
organisation.
For example:

4.3 Structures
The structure of an organisation
refers to both the legal structure
and Committee structure within an
organisation. All organisations
have a legal structure and the
most common types for voluntary
organisations are an
Unincorporated Association; a
Company Limited by Guarantee; a
Trust and an Industrial and
Provident Society.
4.4

Decision-making
Processes for decision-making
must be in place, recorded, and
followed. These will relate to: 1)
quorum at a meeting (number of
committee members required to be
present before business can be
transacted); 2) majority decisions;
and 3) sub-committees having
delegated authority,
establishing/maintaining reporting

Where resources are not properly
planned or managed, there can be
a range of negative impacts.
Where staff is not properly
managed, their work will not be
monitored for quality or output.
This can lead to the whole
organisation under-performing and
have consequences for future
funding. It can also lead to poor
staff/volunteer morale.
Where financial resources are not
properly managed this places the
organisation at increased risk of
losing funding or potential fraud.
Where other resources are not
managed effectively, the
organisation may find that it does
not have enough resources to
implement its programme of work,
to which it has committed.
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4.6

Code of Conduct
All business must be conducted
ethically and in the interests of the
organisation. A Code of Conduct
for the Management Committee
ensures high standards and
makes it clear how potential
conflicting interests are to be
raised and dealt with. This
requires the management
committee to adhere to the
principles of good governance.
For Example:
An organisation may have one or
more management committee
members who are also on other
management committee or who are
employed by other organisations.
There may be an overlap in some
of the activities or funding
applications. This may present a
conflict of interest to that person.
He/she should either declare a
conflict of interest, or agree not to
share the information from one
organisation with the other, or
should leave the meeting for that
discussion/decision.

4.7

Staff
Staff can be both an
organisation’s greatest resources
and greatest expenditure item.
• Recruitment and employment of
staff should follow normal
Human Resource principles.
• Management committee should
review salaries on an annual
basis.
• Salaries should be based on a
recognised scale for the job
relative to the available budget
of the organisation. The use of
NJC scales is widely used as a
standard within the voluntary &
community sector.
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4.8

Good Governance & Accountability Checklist
Organisational Structures and Processes

✓

ACCOUNTABILITY
Statutory Accountability
Has the management committee established effective arrangements to ensure
compliance with all applicable statutes and regulations, and other relevant
statements of best practice e.g. health & safety, fair employment, child protection
(if applicable) etc?
Accountability for Public Money
Has the management committee established appropriate arrangements to ensure
that all funds are:
•

Properly safeguarded?

•

Used economically, efficiently and effectively?

•

Used in accordance with the statutory or other authorities that governs their use?

Communication with Stakeholders (those with an interest in the organisation's
activity, processes e.g. funders, service users etc)
Has the management committee established:
•

Clear channels of communication with the organisation’s stakeholders?

•

Appropriate processes to ensure that such channels operate effectively in
practice?

STRUCTURES
Does the management committee:
•

Report publicly the processes for making appointments to the management
committee?

•

Make publicly available the names of all management committee members.
together with their relevant other interests?

Where the organisation is responsible for making appointments to the
management committee, has it established a process to ensure that such
appointments/elections are made:
•

In accordance with specified criteria?

•

On the basis of merit and the individual's ability to carry out a defined role
within the organisation?

Are the key roles of the committee formally defined in writing? Have committee
members been given any induction on becoming members?
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Are management committee members:
•

Free from any other relationships which may materially interfere with
exercising an independent judgement?

Are the duties, terms of office, remuneration for expenses incurred and its
review, of the management committee defined clearly?
Are processes in place and followed in relation to:
•

Quorum (agreed minimum number of committee members required to conduct
business) at a meeting?

•

Majority decisions?

•

Sub-committees having delegated authority, written terms of reference,
reporting mechanisms or seeking ratification from full committee?

•

Monitoring potential conflicts of interest?

ROLES AND RESPONSIBILITIES
Does the management committee:
•

Meet regularly?

•

Retain full and effective control over the organisation? Monitor the senior staff?

Has the management committee clearly understood management processes for:
•

Policy development, implementation and review?

•

Decision-making, monitoring, control and reporting?

Has the management committee established formal procedural and financial
regulations to govern the conduct of its business?
Has the management committee established appropriate arrangements to ensure
that it has access to all such relevant information, advice and resources as is
necessary to enable it to carry out its role effectively?
CODE OF CONDUCT
Has the management committee developed a formal code of conduct defining the
standards of personal behaviour, to which individual management committee
members and all employees of the body are required to subscribe?
Has the management committee established appropriate mechanisms to ensure
that any prejudice, bias or conflicts of interest among decision makers is dealt with?
WATCHDOG
Consideration may need to be given to assigning responsibility to an individual
within the organisation for overseeing adherence to the principles above.
FINANCIAL REPORTING AND INTERNAL CONTROLS
See checklist under Chapter Five – Financial Management
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i
Sources of Useful contacts/Information
Legal, Committee structures, trustee duties
NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

Committee roles and responsibilities
Community Change,

Philips House, York Street, Belfast, BT15 1AB
Tel 028 9023 2587
www.communitychange-ni.org

Volunteer Development Agency,

4th Floor, 58 Howard Street, Belfast BT1 6PG
Tel 028 9023 6100;
www.volunteering-ni.org

The Workers Educational
Association

1 Fitzwilliam Street, Belfast BT9 1AW
Tel: 028 90 329718

Other Useful Contacts/Sources of Information
DSD Charities Branch,

Voluntary and Community Unit, DSD,
Lighthouse Building, Gasworks Business Park,
Ormeau Road, Belfast, BT7 2JB
Tel 028 9082 9412
www.dsdni.gov.uk

Voluntary and Community Unit,

as above

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

Rural Community Network,

38A Oldtown Street, Cookstown, BT80 8EF
Tel 028 8676 6670
www.ruralcommunitynetwork.org

NCVO,

Regents Wharf, 8 All Saints Street,
London N1 9RL
Tel 02077136161; www.ncvo-vol.org.uk

Charity Commission,

www.charitycommission.gov.uk

Co-operatives UK,

Tel: 0161 246 2920
www.gandp.org.uk
email: g&p@cooperatives-uk.coop
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5

FINANCIAL MANAGEMENT

5.1

Responsibilities of the
Management Committee

produce a detailed set of financial
procedures. Financial procedures
are a set of instructions that any
stakeholder, including new
members of the committee or
staff, can use to find out exactly:

While staff may be employed to
carry out day-to-day operational
financial duties, the responsibility
for managing the organisation’s
finances is retained by the
Management Committee. The
management committee must
ensure all financial and other
resources are properly used to
meet the aims and objectives of
the organisation. Wherever
possible it is considered good
practice to clearly define individual
responsibility for financial and
accounting systems.

• What tasks need to be done;
• Who will do these tasks;
• How these tasks will be done;
and
• Who will ensure the tasks are
done properly.
It is important that the agreed
financial procedures be written
down so that there is clarity about
what is required. The management
committee should ensure that all
staff and committee members are
aware from the outset of what is
expected of them in this regard.

Management of the organisation’s
finances includes:
• Securing the necessary income
to allow the organisation to
perform its planned activities
and compliance with any
conditions attached to the
income derived;

The financial tasks to be
performed include:
• Budgeting;

• Establishing and operating a
budget and monitoring system of
reporting;
• Obtaining value for money in all
transactions;

• Reporting of budgetary/financial
performance;

• Ensuring all expenditure is in the
interests of the organisation and
all monies owed are received.

• Planning & decision-making.

• Ensuring annual accounts are
prepared in line with appropriate
guidelines.
5.2

• Recording of financial
transactions;

Financial Procedures
In order to manage effectively the
financial environment of an
organisation or group, it is good
practice for an organisation to

• Forecasting
5.3

Income
An organisation may obtain income
from a number of sources, these
can include;
• Government Department/local
authority grants for projects or
programme activity;
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• European Union grants;
• Funding from independent
trusts;
• Delivery of services under a
contract;
• Self generated through fund
raising activity;
• Donations or membership fees
• Commercial activities
It is important that these are
properly managed in accordance
with the requirements of the
funder. Some may specify that a
separate bank account is opened
to hold the money, but this is not
always a requirement of
Government. What is important is
that the money can be clearly and
easily identified from receipt to
expenditure. This can be done
through a system of cost coding
agreed with the relevant part of
Government providing the grant.
Advice on how to set this up can
be found from the organisations in
the Useful Contacts list at the end
of this chapter. It is only where
this system is not in place that
Government or other funders will
insist on separate bank accounts
for each grant.
It is important to ensure that all
income is recorded, particularly
cash, which can be a high risk
area. As a general rule it is
considered good practice to
deposit any cash raised into the
relevant bank account at the
earliest opportunity following
receipt.

5.4

Budgeting
The budget is like a financial map
and is an integral part of both
business planning and financial
management processes. In the
budget, the planned activities of
the group are translated into
financial terms. When considering
finances, it is easy to concentrate
on what has already happened.
However, the important task of
planning and making decisions for
the future must not be overlooked.
It is at this stage that Committee
members have most opportunity to
contribute to achieving their
desired outcomes for the
organisation.
The budgeting process involves
several key steps:
• As part of the Planning process,
decide what the organisation
intends to do during the period
(usually 1-3 years);
• Work out what resources are
required to achieve this (e.g.
staff, premises, equipment etc.);
• Determine how much the
resources will cost;
• Balance these costs against
existing funding to find out how
much extra funding would need
to be raised;
• Set a realistic budget for the
period concerned.
There are two basic areas of
spend by organisations in the
sector: project/programme
expenditure and overhead/running
costs expenditure. These are
obviously interrelated, but it
should be noted that some
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Government funders will only cover
those costs which directly relate to
the project they are interested in.
In these situations the letter of
offer will stipulate that the grant
must not be used for overheads.
These factors should also inform
the budget process so as not to
underestimate running costs.
Government acknowledges that
voluntary and community
organisations must be able to
include full overhead costs relating
to delivery of a service. It is the
responsibility of the organisation
however to ensure that full
overhead costs are included in any
bid to deliver these services.
The benefits of the budget process
are that the Management
Committee will have:
• A clear financial route for
achieving the organisation’s
aims and targets
• Control of the organisation’s
expenditure
• The ability to monitor income
and expenditure throughout the
budget period
The essence of effective budgeting
is to establish individual
responsibility for budgets, a
defined and timetabled system of
reporting against budget and
variance analysis to establish
action arising.
5.5

management information for the
committee. This will help the group
to work out how much they should
be spending, how much they have
already spent and how much they
have left to spend, for any project
and cost category.
By keeping this under review, the
group will become aware if any
category of spend will be under
spent or overspent and consider
options for either reducing spend
or increasing income.
5.6

Recording Financial Information
It is important that information is
recorded in order to monitor
expenditure over the course of the
year. The basis of any financial
system is the recording system.
Whether it is a manual,
spreadsheet or an accounting
software system, the intention is
to record all transactions and to
be able to understand what they
mean. For many groups, a manual
cash book system is adequate.
For larger organisations more
complex systems may be
appropriate. Whatever system is
used, all groups should be able to
carry out bank reconciliations,
record assets they have acquired
(computers, photocopiers etc.) and
ensure that the payroll or salary
payments are properly managed.
Accounting records are essential
because the group needs to:

The budget as a financial
management tool

• Show and explain financial
transactions;

Having developed the budget, the
group can incorporate it into their
financial recording & reporting
system to produce useful

• Show day to day entries for all
monies received or spent,
showing source or destination of
funds;
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• Keep records of assets &
liabilities;

trail is being produced so that
anyone can trace any monies
entering or leaving the system and
can understand the reasons why
money was received or spent.

• Show group’s financial position
on any particular date in the
past;

As well as maintaining clear
accounting records, the group will
need a clear and efficient filing
system. A simple filing system that
works for many groups includes
the following:

• Keep records for six years after
the end of the financial year to
which they relate (or for EU
funded programmes, six years
after the funded project has
been completed).

• All invoices received are filed in
an unpaid invoices file;

The recording system must
produce a record that is both
complete and accurate – i.e. all
transactions are included and are
arithmetically correct. Audit
requirements will, to a large
extent, rely on the effectiveness of
these records.
As well as showing how much was
paid and to whom it was paid, the
organisation’s records should
show what the money has been
spent on. This is easy to do if the
group uses a cash book/cheque
journal with columns across the
page. It is important that the
budget headings agreed for each
grant are used as the column
headings.
By using columns with appropriate
headings, the group can show:
• How much was spent;
• Who was paid;
• When it was paid;
• What the cheque number was;
• What it was spent on.
If the system can do this, then
users of the records will have
confidence that an adequate audit

• Once a month these unpaid
invoices are processed for
payment;
• Invoices that have been paid are
transferred from the unpaid file
to a paid file.
The paid invoices may be filed in
cheque number order (the cheque
numbers used to pay the invoices
are recorded on the invoice). This
makes it easier for auditors and
other interested parties to trace
invoices from your records.
5.7

Types of record typically used by
small groups
For many smaller groups, their
recording system may be
composed of the following:
• Cash book for each bank
account.
• File for paid invoices, marking on
them the number of the cheque
used to pay invoice, date paid,
by whom approved and filed in
order of the cheque number
used to pay the invoice.
• File for unpaid invoices.
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• File for payment advice notes
(e.g. received from funder) or
income related correspondence.
• Filing system for correspondence
relating to grants and donations
received from regular funders.

5.8

set of notes which highlight and
analyse significant matters, rather
than just a set of figures with no
aid to interpretation. The
information presented should be
accurate, relevant and timely.

• Petty cash book – file for petty
cash vouchers.

The financial reports that an
organisation may produce include:

Monitoring & Reporting

• Original budgets for each project
and for the overall organisation

Budgeting does not end when the
initial budget is set. Throughout
the year, planned expenditure
must be compared against actual
spend. Information gathered
through the recording procedures
should be used to prepare
financial reports that give insight
into the activity of the
organisation.
The Management Committee
should receive regular financial
reports. For small budgets, and
where risks are lower, these
reports should be presented to
the Management Committee on at
least a quarterly basis. With larger
budgets, or where risks have been
assessed as being high, a monthly
report may be more prudent.
The Committee should not merely
‘rubber stamp’ expenditure. They
need to be clear about how any
expenditure relates to desirable
outcomes and activities. It is
important that the committee
understand why any significant
deviation from the budget occurred
and are able to implement any
required remedial action.
On a practical note, financial
reports are easier to understand if
they are presented with a simple

• Comparisons between the
budgeted and actual income and
expenditure for the period in
question
• The current financial position
relating to any particular project
or activity (e.g. the amount of
grant awarded, the amount
received so far, the amount
spent, the amount still to spend,
projected over- or under-spend)
• The current overall financial
position of the organisation
(e.g. amounts held in each bank
account, amounts owed by the
organisation, amounts owed to
the organisation).
• The projected future financial
position at, for example, the
year end (how much and when
monies are expected to be
received in the period, how
much will be spent, how much
will be owed by or owed to the
organisation at the year end,
how much cash the organisation
will have in each bank account
on an accruals basis).
• Monthly bank reconciliation.

Setting Standards, Improving Performance

5.9

Value for Money
Ensuring best value for money is a
key factor when making any
spending decisions whether that is
within government or within the
sector. It is essential to make sure
that the organisation is not
spending more money than is
necessary to achieve its aims.
The process of analysing spending
proposals to assess value for
money and justify expenditure is
known as economic appraisal.
The principles of appraisal are
straightforward and there are
three basic elements:
• Identifying other possible
approaches which may achieve
similar results
• Wherever feasible, giving
monetary values to all impacts
of proposals
• Assessing the costs and
benefits of the different options
For voluntary and community
organisations, this process is
often linked to a grant application
to fund, in part or in full, a
community project. Application
forms for grant funding will
normally gather enough
information for the funder
concerned be they Government or
independent to make a judgement
on the value for money (VFM) of
the proposal. Whether an
organisation is seeking to attract
funding or not, these principles
should be borne in mind when
deciding whether to pursue a
particular option.

It is important to make it clear
that the amount of effort
expended in assessing the value
for money of spending proposals
should be proportionate to the
overall cost of the proposal.
Proposals of £250,000 do not
require the same effort and
content as those of £2,000,000.
Specific guidance on the appraisal
of proposals up to £250,000 can
be obtained from Government
Departments as required. In the
case of very small expenditure
(£10,000 or less), the appraisal of
options should be a relatively
simple procedure that, taking
account of the above principles,
notes the costs and benefits of 2
or 3 options and gives a reason
for the preferred option. This
rationale should be placed on file.
5.10 Annual Accounts
Whilst acknowledging that the
management of the organisation’s
finances is the responsibility of
the committee, it is also generally
accepted good practice for the
group to produce an Annual Report
that includes Audited or
Independently Examined Annual
Accounts. Bodies which are legally
established as charities or Limited
Companies are required to
produce certified Annual Accounts.
Indeed, the Inland Revenue, when
assessing a group’s suitability to
gain recognition as a charity for
tax benefit purposes, will require
the group’s governing document to
state that Audited or
Independently Examined Annual
Accounts will be produced.
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The Statement of Recommended
Practice (SORP II), issued by the
Charity Commission for England &
Wales, provides a format for the
presentation of Annual Accounts
that promotes accountability and
transparency. Grants received as
restricted income, and the related
expenditure, are clearly identified
in Annual Accounts prepared in the
SORP II format. Although SORP II
is not, at present, a statutory
requirement for organisations in N
Ireland, many local groups are
already receiving grant awards that
do, as a condition of the grant,
require the group to apply the
SORP II format to their Annual
Accounts. Where a group applies
SORP II, it is important that they
ensure their Auditor/Independent
Examiner is familiar with its
requirements.
Having appointed an
Auditor/Independent Examiner, the
management committee should
ensure that they receive an
engagement letter from the
appointed person which will detail
the work to be undertaken and
clarify the respective
responsibilities of both parties.
This could include any work which
is beyond the standard work
involved in the Audit/Independent
Examination (e.g. reporting on
specific aspects of grant funded
activity).
It is important that all
management committees are
aware of, and comply with, what
their own governing document
requires in terms of producing
Annual Accounts. For example,
where the group’s constitution

states that an Auditor will be
appointed at the AGM, it is
important to ensure that the
person appointed is, in fact, a
Registered Auditor. Where the
constitution states that an
Independent Examiner will be
appointed, it is important that the
committee ensure any person
appointed has the necessary
ability, qualifications and practical
experience to carry out a
competent examination. The
Charity Commission has produced
guidelines for the selection of
Independent Examiners (see
Charity Commission website).
5.11 Procurement
Voluntary and Community Sector
organisations that are funded for
the most part from the public
sector are usually subject to the
laws and principles governing
public procurement and as such
should seek to adopt public
procurement policy as determined
by the Northern Ireland Executive.
organisations in receipt of grants
from the public sector for specific
purposes must adhere to the
terms and conditions under which
the grant is awarded which may
include conditions relating to
procurement.
• Best Value for Money
Procurement by the organisation
of works, supplies and services
need to be based on best value
for money, i.e. the optimum
combination of whole life cost
and quality (or fitness for
purpose) to meet the
organisations requirements. In
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line with value for money
guidance, the principle of
appraisal should be employed
before procurement decisions
are taken (see 5.9).
• Competition
As a general rule, contracts for
supply of goods or services
should be placed on a
competitive basis and tenders
accepted from suppliers who
provide best value for money
overall and this will be assessed
through the monitoring
arrangements agreed at the
award of grant aid stage. Before
engaging in single-tender
contracts advice should be
sought from the funding
Department or body and the
organisation should as part of
its monitoring report to the
funding Department at the end
of financial year detail any
contracts in which competitive
tendering was not employed.

• How their actual spend
compares to the budgeted
spend.
Financial record keeping;
• Show day to day entries for all
monies received or spent,
showing source or destination of
funds;
• Records should be complete and
accurate, producing clear audit
trail.
Financial reports should;
• Show any variations between
actual and budgeted income &
expenditure;
• Include a narrative to explain
significant variations.
Planning & decision-making;
• Ensure the committee’s
attention is properly balanced
between future and past
performance;

5.12 Summary
Financial procedures clarify:
• Tasks that need to be done;
• Who will do these tasks;
• Who will ensure the tasks are
done properly.
Budgeting, the group needs to
know
• How much their activities will
cost;
• What funds will pay for these
activities;

• Requires the financial system to
produce good quality information
for the committee.
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5.13 Financial Checklist

✓

Management Committee
The management committee should take an active part in financial management.
Do they
•

Understand their financial responsibilities?

•

Maintain a clear distinction between the financial responsibilities and duties
of the Committee and of the staff?

•

Have a 3 or 5 year strategic plan for the group? Is there a financial plan to
complement this strategic plan – e.g. proposed sources of income, projected
Income & Expenditure a/c’s, projected Balance Sheets and cash flow estimates?

•

Have the skills, experience and resources to effectively carry out their
financial responsibilities?

•

Have a finance sub-committee?

•

Rely on the treasurer and/or worker to do all the financial work?

•

Have a useful working relationship with their auditors/independent examiners?

•

Understand the financial structure of the group – sources of income,
restricted & unrestricted funds?

•

Review, discuss, understand and approve all organisational budgets before
any contracts are entered into on the basis of these budgets?

•

Receive regular reports of actual income and expenditure for each project and
compare these to the relevant approved budgets?

•

Consider the cash flow – e.g. implications of delayed grant installments?

•

Understand how overheads are apportioned – e.g. how is the cost of items like
rent, insurance, phone, stationery & postage split between different projects?

•

Have a recognised procedure for remedial action where the received reports
indicate that such action is required?

Transparency & Accountability
Can the group show:
•

How much money has been received in any given period.

•

Who this money was received from.

•

How much has been spent and what has it been spent on.

•

That grant monies have only been spent on items agreed by the relevant funder.

Is the group confident that their financial recording system is:
•

Complete, so that all transactions are recorded.
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•

Accurate, so that information gathered from the system will be reliable.

•

Able to produce relevant and timely reports.

•

Are financial records easily understood, so that any interested bodies can
trace transactions and calculate cash, balances and other assets and
liabilities?

Is there an effective audit trail?
For example, can payments to suppliers be traced through the system from:
•

An initial purchase order to the supplier.

•

The receipt of the supplies – delivery note.

•

The receipt of the purchase invoice.

•

Authorisation and payment of the invoice.

•

A bank statement showing the relevant cheque.

Can the group match all expenditure to the appropriate source of income?
For example,
•

Is there a separate bank account for each significant source of income?

•

Is there a separate ledger/cheque journal for each grant with headings for
expenditure which match the budget for the grant as agreed by the funder?

•

Is there a system that ensures that all expenditure on project activity can be
related to these agreed budget headings?

•

Is there a system for recording how much has been spent on each budget
heading and how much remains to be spent?

Segregation of Duties
Has the group considered whether the current system could be manipulated by a
committee member or employee to:
•

Collude with others to provide invoices for goods or services that have not
been received by the organisation.

•

Prepare payment dishonestly, for example by completing a cheque stub as if
paying an apparently legitimate expense whilst completing the actual cheque
with their name.

•

Conceal mail which might alert the committee to fraudulent practice.

•

Prepare misleading financial reports which distort the actual position. For
example, the employee might falsify the book-keeping records to hide the
theft of monies.

Has the committee identified which tasks need to be completed and who will
do them?
For example, is there a sensible segregation of the following tasks?
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•

Placing orders for goods and services.

•

Physical receipt of goods.

•

Receipt of invoices.

•

Processing of invoices.

•

Preparation of payment for invoices.

•

Authorisation of payment.

•

Signing cheques.

•

Receipt of mail (including bank statements).

•

Recording financial transactions.

•

Preparing bank reconciliations.

•

Witnessing bank reconciliations.

•

Preparing monitoring reports for funders.

•

Preparing financial reports to the committee.

Financial Procedures
Does the group have a set of written financial procedures?
Are the procedures adequate (consider accountability, audit trail, segregation of
duties and recording, reporting and decision making tasks)
Do they ensure:
•

Only legitimate expenses are incurred.

•

Each expense is scrutinised for accuracy and matched to the relevant source
of income.

•

Expenditure is properly approved and authorised for payment.

•

Payment is only made to the appropriate people.

•

A consistent and transparent audit trail is produced and available for each
payment.

•

A full bank reconciliation is completed on an at least a monthly basis for
each bank account.

Does the day to day operation of the finance function follow these procedures?
Are all committee members and relevant staff aware of what these procedures are?
Are procedures reviewed on at least an annual basis?
When was the most recent review?
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i
Useful contacts
Community Change:

028 9023 2587
info@communitychange-ni.org
www.communitychange-ni.org.

Invest NI

www.investni.com/sub-bookkeeping.pdf

NICVA:

028 9087 7777
www.nicva.org

Cash On-line:

www.cash-online.org.uk

Community Accountancy Network:

www.coammunityaccountancynetwork.org.uk

Charity Finance Director’s Group:

www.cfdg.org.uk

Charity Commission for
England & Wales:

www.charitycommission.gov.uk

Policy Unit,
Central Procurement Directorate

Volunteer Development Agency

Level 3, Causeway Exchange,
1-7, Bedford Street,
Belfast
BT2 7EG
Tel: (028) 90823187
www.cpdni.gov.uk
“Signposting Directory for management
committees” – an on-line guide to over 75
organisations across NI that provide a range of
support, information and training for voluntary
management committees.
Contact the on tel: 028 9023 6100 or search
on-line at www.volunteering-ni.org/signposting
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6

FRAUD AND IRREGULARITY

6.1

Introduction
Government expects organisations
receiving and administering public
funds to have in place safeguards
to minimise the risk of fraud or
financial irregularity. Fraud is
another risk to the organisation,
and community organisations will
deal with it in the same way as
they plan for and manage other
risks3.

6.2

What is Fraud?
Fraud can be defined as the use of
deception with the intention of
gaining an advantage, avoiding an
obligation, or causing loss to
another party.
Fraud covers a variety of activities
ranging from minor offences, such
as misappropriation of stationery,
to more serious crimes such as
false accounting, misuse of funds
or resources, supply of false
information and collusion. These
are all considered in law to be
criminal offences. Attempted fraud
is also a serious crime, and is
subject to the same legal
penalties as actual fraud.

6.3

How and Why Fraud Occurs
Fraud is made possible by poor
internal systems and controls and
where a person has motive and
opportunity. Some of these, e.g.
segregation of duties have been
covered in Chapter 5.

3. See Chapter 3. – Risk Management

6.4

Fraud Risk Management
A comprehensive approach to
managing the risk of fraud
includes knowing where the risk of
fraud can occur, ensuring
adequate internal controls are in
place and actively encouraging an
anti – fraud culture within the
organisation.
Assessing fraud risk is a vital
element in the prevention and
detection of fraud. It enables
management to understand the
circumstances and factors under
which fraud may occur, such as
the lack of verification, lack of
segregation of duties, failure to
comply with internal controls and
inadequate supervision. The
process which is adopted should
therefore be appropriate to and
reflect the particular requirements
of the organisation. The risk
assessment process is covered in
more detail in Chapter 3.
An organisation should be aware
that the promotion of an anti-fraud
culture is one of the most
important ways to prevent and
reduce fraud. Methods of
communicating the organisation’s
attitude to fraud and promoting
fraud awareness include the
introduction of a Code of Ethics, a
Fraud Policy Statement and a
Fraud Response Plan:
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Code of Ethics – will inform the
management committee,
employees and volunteers on
aspects such as declaring conflicts
of interest, compliance with the
organisation’s rules and reporting
suspicions of fraud or wrongdoing.
Fraud Policy Statement – will
communicate to personnel within
the organisation as well as external
bodies who provide services to the
organisation that fraud will not be
tolerated and include the principles
and processes which exist within
the organisation to reduce the risk
of fraud.
Fraud Response Plan – will outline
the steps to be taken in the event
of a fraud and provide guidance on
how the fraud will be investigated,
how to secure evidence, who to
contact for advice and how to deal
with staff under suspicion.

It is important that the
organisation fully supports those
staff who report suspicions of
fraud or dangerous or illegal
activity, connected with the
workplace. Written guidance on
where and how to report
suspicions of fraud or wrongdoing
e.g. fraud liaison officer, line
manager, funding body or the
Police, should be provided. The
guidance should also explain that
under the Public Interest
Disclosure (NI) Order 1998 staff
(employees) is protected from
dismissal or victimisation for
making disclosures which they
believe, in good faith to be true.
It applies where a malpractice is
disclosed involving: 
A crime or breach of regulatory,
administrative or common law;
A miscarriage of justice;
Danger to health and safety;

It is accepted that smaller bodies
with a less complicated
organisational/management
structure and limited resources
may wish to consider an approach
which best reflects its particular
circumstances. An acceptable
alternative to the more detailed
Fraud Response Plan or Fraud
Policy Statement, often adopted by
larger bodies, is a simple
statement of intent of commitment
to an anti-fraud culture and to the
reporting of all actual and
attempted frauds.

Damage to the environment;
Unauthorised use of public funds;
Possible fraud and corruption.
While the Order provides
protection for almost all workers,
this may not extend to Volunteers
and the self employed. Further
advice can be obtained from Public
Concern at Work, an independent
charity, which provides free advice
for employees who wish to express
concerns about fraud or other
serious malpractice.
www.pcaw.co.uk
Tel: 020 7404 6609
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6.5

Fraud Risks - Examples

External Fraud

Risks arise from a number of
sources. These include:

Individuals and companies
external to the organisation
perpetrate this type of fraud. The
most common forms are burglary,
theft, false invoicing, and
deception and contractor fraud.

Internal Fraud
This is perpetrated by staff or
volunteers within the organisation
and is most commonly associated
with cash and cheque handling,
payroll, purchasing role, travel and
subsistence claims and the
stealing of assets belonging to the
organisation. The opportunity to
conceal an irregularity is increased
if a member of staff also has
access to accounting records.
For example:
A community organisation held
regular fund raising events
throughout the year. Tickets were
sold and monies collected by one
individual. The money collected was
then handed over at the end of
each event, however no
reconciliation against tickets was
carried out, and the money was not
receipted or recorded in the
income/expenditure ledger. This
activity continued for a period of
one year before a discrepancy
between the sales and the money
collected was identified. Over a
period of time it was estimated that
of the total amount of funds raised
in this way only half could be
accounted for. This amounted to a
loss of around £1,000.00 to the
organisation.

For example:
A voluntary community group failed
to provide proper purchasing
controls when it submitted quotes
for funding. Subsequent enquiries
by the funding body discovered that
only one of the quotes was
legitimate and that the most
expensive of the quotes had been
falsely created by a contractor, who
had agreed to assist the group, in
order that his quote would be
accepted. As a result the
application for funding failed.
Collusion
This type of fraud involves two or
more parties, either internally or
externally, working together. The
most common forms of collusion
are related to obtaining quotes for
work, and false invoicing.
For example:
A member of staff had arranged for
a contact within a local IT firm to
submit a fictitious invoice for items
which had not actually been
purchased by the organisation.
There was no effective budgetary
control over purchases and failure
to introduce separation of duties in
respect of authorisation and
counter checking of invoices and
purchases resulted in payments
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being sent to accommodation
addresses arranged by the staff
member, who then banked the
cheques. The fraud came to light
when another member of staff
undertook to update the assets
register and discovered that some
of the alleged purchases could not
be located on the premises.
6.6

Indicators/common types of
Fraud
An organisation should be aware
of any warning signs that might
indicate fraud. Detailed below are
some examples of fraud indicators
and common types of fraud.

Indicators of Fraud
•

Unusual employee behaviour (e.g. a supervisor who opens all incoming mail,
refusal to comply with normal rules and practices, fails to take leave,
managers by-passing normal procedures, living beyond means).

•

Key documents missing
(e.g. invoices, contracts).

•

Requests to authorise blank cheques.

•

Inadequate or no segregation of duties.

•

Absence of controls and audit trails.

•

Inadequate monitoring to ensure that controls work as intended (periodic
testing and evaluation).

•

Documentation that is photocopied or lacking essential information.

•

Excessive variations to budgets or contracts.

•

Bank and ledger reconciliation's are not maintained or cannot be balanced.

•

Lack of rotation of duties.

•

Large sums held in Petty Cash.
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Common types of fraud
•

Payment for work not performed.

•

Altering amounts and details on documents.

•

Overcharging.

•

Unauthorised transactions.

•

Altering stock records.

•

Cheques made out to false persons.

•

Theft of official order books.

•

Cash stolen.

•

Damaging or destroying documents.

•

Using imaging and desktop publishing technology to produce apparent
original invoices.

•

Over claiming expenses.

•

Running a private business with the organisation's assets.

•

Transferring amounts between accounts frequently.

•

False persons on payroll.

6.7

What To Do When Fraud Is
Suspected

Recovery of loss – civil action,
legal action.

Consult the Fraud Response Plan
which should provide clear
guidelines on how to deal with
suspected or actual fraud and on
the appropriate action to be taken
in relation to: –

Disciplinary action - avoiding action
which could interfere with a
criminal investigation, applying
relevant employment legislation
and codes of practice4.

Detecting fraud - reporting
suspected fraud, contacting the
relevant funding body for guidance
on action to be taken.
Preventing further loss
–suspending personnel, denying
access to property or premises.
Securing evidence – discreet
enquiries, preventing the
destructions or removal of
evidence, securing records.

Investigation of fraud is a
specialist function and should only
be undertaken by individuals with
the necessary skills and training
(normally the Police or specialist
investigative units). In the absence
of a Fraud Response Plan or in the
case of smaller bodies the
organisation should consult in the
first instance with the relevant
funding body or the Police.

4. All disciplinary action must be conducted in line with Employment Legislation, which can be obtained from Labour Relation
Agency and Department for Education and Learning.
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6.8

Fraud Management Checklist

✓

The process for measuring, controlling and reporting fraud risk.
Promoting an anti-fraud culture
Has the management committee considered the following measures to ensure that
clear principles and rules of conduct are promoted throughout the organisation:
•

Staff knows that they are expected to follow the rules and apply all appropriate
controls and that they should avoid or declare any conflicts of interest.

•

The organisation is aware of the need to maintain good staff morale in order
to avoid an employee attempting to harm the organisation through fraud.

•

staff are encouraged to report suspicions of fraud and are aware that they are
protected from dismissal or victimisation by the Public Interest Disclosure (NI)
Order 1998. Suitable channels for reporting fraud can include line
management, management committee, chairperson, relevant funding body
and/or the police.

•

Developed a *Fraud Policy Statement5 to communicate their approach to
fraud. Such a statement may include some or all of the following areas:
- procedures which staff should follow if fraud in discovered;
- guidance on training for the prevention and detection of fraud;
- who is responsible for the overall management of fraud;
- Reference to the Fraud Response Plan.

•

Developed a *Fraud Response Plan6 to ensure that appropriate and timely
action will be taken, and to ensure that everyone within the organisation is
aware of the procedures to be followed should fraud occur.

•

Communicated the organisation's values and approach to fraud to
contractors and other third parties who provide or deliver services on behalf
of the organisation.

Control and Governance
Has the management committee undertaken a fraud risk assessment which is
suitable and sufficient to its needs and ensures that it has taken all reasonable
and necessary controls/precautions to reduce the risk of the fraud occurring.
•

Identified the day to day activities/programmes/projects such as - cash
handling, payroll, purchasing, assets and use of contractors most at risk to
fraud (internal and external).

•

Considered what impact or harm the risk is likely to have in each area. Decide
whether the risk is high, medium or low.

5. Refer to VCU Website for a sample Fraud Policy Statement.
6. Refer to VCU Website for a sample Fraud Response Plan.
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•

Established a fraud risk profile (a register that identifies the risks, includes an
assessment both of the impact and likelihood of each risk and identifies the
internal controls/precautions which should be in place).

•

Examined existing controls to ensure that they are adequate and decide
whether more should be done to reduce the risk. Your aim is to get rid of the
risk altogether or make all risks small. Internal controls can include some or
all of the following:
- segregation of duties: roles and functions should be divided at key stages
of processes (authorisations and verification);
- rotation of duties: sensitive posts/functions;
- physical controls: assets register;
- Authorisation: approved and separately countersigned by authorised
signatories.
- Supervision and periodic reconciliation: employees work should be subject
to appropriate monitoring performance checks.
- Effective recruitment procedures to reduce the risk of employing potential
fraudsters.
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Useful Contacts/Sources of Information:
Charities Branch,

Voluntary and Community Unit,
DSD, Churchill House, Victoria Square,
Belfast BT1 4SD,
Tel 90569100

Community Change,

Philips House, York Street, Belfast, BT15 1AB
Tel 028 9023 2587
www.communitychange-ni.org

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

NCVO,

Regents Wharf, 8 All Saints Street,
London N1 9RL
Tel 02077136161;
www.ncvo-vol.org.uk

DSD Corporate Investigations Unit, Lighthouse Building, Gasworks Business Park,
Belfast BT1;
Tel 028 9082 9207;
www.dsdni.gov.uk/urb-reg/urban.asp
Charity Commission,

www.charity-commission.gov.uk/publications

Managing the Risk of Fraud,

A Guide for Managers
www.hm-treasury.gov.uk/pub/html/docs
/main.html

Management of Risk,

A Strategic Overview – HM Treasury,
January 2001:
www.hm-treasury.gov.uk/media//EC612
/orange-book.pdf

Public Interest Disclosure
(NI) Order 1998

www.pcaw.co.uk (Public Concern at Work)
www.legislation.hmso.gov.uk
www.delni.gov.uk
www.lra.org.uk

Setting Standards, Improving Performance

7

AUDIT

7.1

Introduction
This chapter aims to give a better
understanding of the role and
purpose of both internal and
external audits. It also aims to
examine what is expected from the
voluntary and community sector.

7.2

External Audit
External Audit is concerned with
the independent verification of
the statements included within a
set of Financial Accounts. In the
Public Sector this role is normally
undertaken by the NI Audit Office.
In the Private Sector, commercial
organisations are normally
employed to undertake this task.
In the Voluntary and Community
Sector, arrangements for
employing a set of independent
accountants to certify annual
accounts is a critical element of
good governance arrangements.
The recent Taskforce report makes
specific reference to the guidance
such as SORP which, where
applicable, should be relevant to
the type of certification
undertaken by external audit.
Reference has also been made to
the ICAEW technical release on
Public Sector Special Reporting
Engagements as a way of giving
assurances about the use of
funding received. Increasingly the
annual accounts will need to
include signed statements by
Organisational official/committee
members which include reference
to the accuracy of the figures
presented but also assurances on
the type of general and financial
controls in place.

7.3

Internal Audit
It is acknowledged that the term
“internal audit” may not have the
same universal understanding in
the current arrangements operated
by Government within the sector.
Nevertheless, well managed
organisations will be able to
demonstrate that they have as a
minimum considering the
conducting of independent reviews
of financial control, building on the
guidance already in place in
relation to good practice for
internal control / segregation of
duties etc. For many
organisations they will already
have audit process in place.
“Internal Audit” is about providing
an organisation’s management or
committee with an independent
and unbiased opinion on the
organisation’s effectiveness in
achieving its agreed objectives in
relation to risk management,
financial control and governance.
For each of the organisation’s
objectives, there will normally be a
number of policies, procedures
and operations in place. In relation
to these, an “internal audit”
function will:
• measure and evaluate the
arrangements in place to
achieve agreed objectives
• report findings, conclusions and,
where appropriate, make
recommendations for
improvement
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Where there is an effective
“internal audit” function within an
organisation, this can provide
additional assurances to, and
potentially reduce the review
arrangements of, Central
Government funders and external
audit bodies.

7.5

Each year the voluntary and
community sector in Northern
Ireland receives grant aid from
government of around £200
million. The Northern Ireland
Compact defines accountability as
“...being answerable to all relevant
stakeholders in relation to the
propriety of policies, actions and
use of resources”. This is closely
related to good governance (see
chapter 2), and is critical to
securing and maintaining public
confidence in the voluntary and
community sector.

In order to achieve this, many
larger organisations will employ
their own internal audit staff
reporting directly to the
Management Committee. It is
acknowledged that, for smaller
bodies, this may not be feasible;
however the principles and
benefits of an internal audit
function should still be considered
and may be carried out on a more
proportionate basis.
7.4

Each community organisation has
a responsibility for the
appointment of their independent
auditors. These auditors should
provide an indication as to whether
the controls that have been
established within the organisation
are working (or not). This however,
does not abdicate the
responsibility of the funding body
from ensuring that all
grants/funding paid is correctly
spent in a bona fide manner.

Government Perspective
Each Government Department has
a Departmental Accounting Officer
(AO) who is personally responsible
for all public monies under his or
her control.
There is an Internal Audit Unit for
each Government Department
which provides the AO with an
independent and objective opinion
on:
• Risk management.
• Control.
• Governance.
In respect of the voluntary and
community sector, this involves
ensuring that public monies
requested and granted to the
sector are bona fide, can be fully
accounted for, and are in line with
departmental objectives.

Community Perspective

7.6

Department for Social
Development Auditors
In order to provide assurance to
the AO, Internal Audit will review
the Systems established to deliver
funds to the voluntary and
community sector in the
Departments. Part of that review
may necessitate visiting selected
Groups.
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7.7

Northern Ireland Audit Office
The Northern Ireland Audit Office
(NIAO) is completely independent
of government. The Comptroller
and Auditor General for Northern
Ireland (C&AG) is appointed by the
Crown and is the head of NIAO.
The C&AG certifies the accounts
and reports to Parliament and the
Assembly on the economy,
efficiency and effectiveness with
which departments and other
bodies have used their resources.
With regard to grant funding paid
to the voluntary and community
sector, NIAO examines the
financial controls and monitoring
procedures operated by all
Government Departments, by IFBs
and by the grant aided
organisations. NIAO selects a
sample of projects each year and
reviews:
• Grant application processes.
• Monitoring arrangement.
This is to ensure the effectiveness
and robustness of the systems,
and to assure the Assembly that
grant funding paid by the
Department has been used as
intended.

7.8

Approaches to Audit Visit
If a visit is required the lead
auditor will meet with the
management committee of the
community group, and explain the
procedure, including:
• How long the audit is likely to
take.

• The staff involved in the audit
visit.
• Start date.
• Establishing a contact point with
the community group.
• The records/details to be
audited will be advised to
management.
The audit will conclude with a
report being produced for the
Department outlining the main
findings and highlighting areas of
weakness.
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7.9

Audit Visit Checklist

✓

The documents which are normally required for an audit will depend on the
size of the community group, but will usually include:
•

Constitution or Memorandum and Articles of Association of the Community
Group.

•

List of office bearers.

•

Risk register and associated mitigation plans.

•

Copy of the most recent Annual Accounts (audited).

•

Copy of the most recent Annual report / activity report.

•

Details of any independent reports that may have been performed.

•

Business plan / strategy document (if applicable).

•

Organisational chart.

•

Details of management checking / control systems.

•

In-house procedures for staff to follow.

•

List of all current funders, amount and purpose of funding (including all Letters
of Offer / Contracts for Funding).

•

Details of all applications made for funding whether successful, rejected or
current.

•

Financial Records including 
- Claim forms submitted to funders for payment.
- Bank account details.
- Bank statements.
- Cheque books/cheque stubs.
- Original invoices.
- Tender documentation.
- Petty cash books/receipts.

Please note this is not an exhaustive list
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Useful Contacts/Sources of Information:
Northern Ireland Audit Office,

106 University Street, Belfast BT7 1EU,
Tel 90251000
www.niauditoffice.gov.uk

NIAO Publication:

Investing in Partnership: Government
Grants to Voluntary and Community Bodies
May 2002

DSD Internal Audit,

Londonderry House, Chichester Street,
Belfast, BT14HT,
Tel 028 9025 2644

Community Change,

Tel 028 9023 2587
info@communitychange-ni.org
www.communitychange-ni.or

Invest NI

www.investni.com/sub-bookkeeping.pdf

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

Cash On-line:

www.cash-online.org.uk

Community Accountancy Network:

www.communityaccountancynetwork.org.uk

Charity Finance Director’s Group:

www.cfdg.org.uk

Charity Commission for Eng & Wales www.charity-commission.gov.uk
Policy Unit,
Central Procurement Directorate

Level 3, Causeway Exchange,
1-7, Bedford Street,
Belfast
BT2 7EG
Tel: (028) 90823187
www.cpdni.gov.uk
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MONITORING & EVALUATION

8.1

Introduction
Monitoring and evaluation is vital if
government and voluntary and
community organisations are to
judge whether development efforts
have succeeded or failed. The
functions of monitoring and
evaluating include:

This Chapter provides some
guidance on good practice and in
the Useful Contacts page details
organisations that provide training,
information and support on
monitoring and evaluation.
8.2

• Guiding the progress of the
project;
• Assuring that monies are
properly spent, and that projects
are carried out according to
plan;
• Ensuring that goals/outcomes
were achieved;
• Revisiting the appropriateness of
goals/outcomes and plans in
light of experience;
• Informing future development
work; and
• Informing future funding.
Monitoring can be both a tool to
assess the success of a particular
programme or project, and act as
a tool for organisational learning.
Some people think all this gets in
the way of getting on and doing
the work, which can be true, but
you want to be sure you are
actually doing useful work
effectively, and getting the most
out of your limited resources. The
main benefit of evaluation can
often bring in a wider view and
feed in stakeholders experiences,
which helps you take a step back
from the daily grind and reflect on
developments.

7. Home Office: A Code of Good Practice – www.homeoffice.gov.uk

Responsibilities of Government
& the voluntary and community
sector
Funding decisions should involve a
judgement about the capability of
the organisation to be funded.
Whilst it may be appropriate to
seek ways to enhance that
capability, an assessment is
required about the minimum
competence required.
The Home Offices’ “Funding: A
Code of Good Practice”7, jointly
prepared with the voluntary and
community sector, includes
significant undertakings by the
sector. These support a culture of
accountability in the use and
administration of public funds.
These commit the sector to:
• Clear and effective employment
policies, management
arrangements and procedures.
• Effective and proportionate
systems for the management
control, accountability, propriety
and audit of finances.
• Compliance, by organisations
that hold charitable status, with
the Accounting Framework for
Charities, and appropriate
guidance from the Charity
Commission, including on
political activities and
campaigning.
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• Systems for planning and
implementing work programmes.

are planning your work, identifying
the outcomes you want to bring
about will help you decide what
work you should do and what
services and activities you need
funding for. It will also help you
plan, develop and improve your
work.

• Systems for monitoring and
evaluating activities against
agreed objectives.
All of the systems and checks
above are proportionate to the
size and nature of the
organisation.
Before funding commences the
funder and organisation should
agree what is to be measured,
what forms of monitoring are
required and an agreed
understanding of reporting
procedures. This will provide the
organisation with an agreed
monitoring and evaluation
framework.
8.3

Monitoring
Many voluntary and community
sector organisations are familiar
with describing what they do and
identifying who they work with.
You also need to identify the
changes that come about from the
work you do. There is no agreed
terminology when it comes to
monitoring and evaluating and for
the purposes of this guidance we
are referring to ‘outcomes’. An
outcome is the long term effect of
your actions. (see 8.5).
Monitoring a project means
gathering and recording all
relevant data and information
throughout the life of a project.
Plan monitoring into the
project/organisation from the
start. You should take into
consideration outcomes when you

It should also help you report back
to the funder more effectively on
how well your project is doing.
8.4

Evaluation
Evaluation of a project is broader
in scope than monitoring. The
results of an evaluation should
summarise8:
• how effective the activity was in
achieving its objectives, and why.
• its cost effectiveness; and
• what the results imply for future
management or policy decisions.
Evaluations use monitoring data
and information to measure
outputs of the project. The
evaluation is concerned with
both:
• quantitative outputs, and
• qualitative outputs.
Where objectives are quantified
the measurement should be easily
achieved. However, qualitative
output measurement requires
baseline data to be available.
This often reflects changes in
behaviour, attitude, and beliefs etc
which are often considered to be
‘softer outcomes’.

8. Appraisal and Evaluation in Central Government, Treasury Guidance, 1997.
NI Practical Guide to Economic Appraisal and Evaluation.
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limited geographical area. Once
this was identified in an interim
self-evaluation report, a strategic
approach was adopted by the
management committee to spread
the programme, and thereby
achieve the objectives by the end of
the funding period.

Funders often evaluate projects at
the end of the project’s funding
period. However, many funding
bodies and community groups now
seek to have ‘interim’ evaluations
carried out. These may be carried
out by an external resource, or
self-evaluation mechanisms in the
organisation.
It can be useful in identifying gaps
thus making the organisation more
responsive to need and providing
recommendations that can be
implemented to help with the
process of change. Interim
evaluations (external source or
self evaluation) can also be very
useful in identifying examples of
good practice that can be built
upon within the lifespan of the
project, and shared with other
projects.
When it works well, evaluation that
is widely owned within an
organisation can provide a
reflective framework as well as
detailed monitoring mechanisms.

8.5

What are outcomes?
Outcomes are all the changes and
effects that happen as part of
your work.
Inputs are the resources you put
into your project to deliver its
outputs. Inputs include time,
funding etc.
Outputs are the services and
facilities you deliver. Outputs
include training courses, advice
and publications.
Long-term change refers to the
broader impact and relates to your
overall aim. It can be difficult to
assess long-term change in the
lifetime of a short project.

For Example:
For Example:
A training programme, which was
part of a larger funded initiative,
had implemented an innovative
delivery mechanism, which was
very flexible and effective. When
reported in an external interim
evaluation, other programmes
were able to replicate the model.
The entire programme and the
organisation’s clients benefited
from this.
In another case, a project had
concentrated all its efforts in a

A Training organisation aims to
develop the skills of management
committee members by offering
training and advice.
Input: Staff, Budget, Promotion,
Venue & Catering
Output: Training Session, One to
One advice/support and Information
Briefings
Outcome: That the committee
members be more knowledgeable:
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their responsibilities; financial
understanding; and processes for
effective meetings.
Long-term change: There is more
effective governance of the
organisations.
While you can look at one of these
areas at a time, you must then see
what effect any changes or
developments in one will have on
the others and revisit your original
ideas/plans if problems or issues
occur.
8.6

proportionately, to their size, and
dependent on other risk factors)
and small grants may receive a
less onerous monitoring regime.
Where an organisation has a
proven track record of reliability,
delivery and financial probity, then
the lighter-touch monitoring regime
may be more appropriate than the
tighter regimes usually associated
with grants10.

Accountability
Monitoring, evaluation and
financial control are “essential
components of the Departments’
relationship with all grant receiving
bodies”.9 The
voluntary/community also
recognises the need for
accountability. Government want to
show that their grants are making
a difference and bringing about
changes in people’s lives.
Government also have a
responsibility to show that they put
in place appropriate controls to
ensure that the principles of
regularity, propriety and value for
money are met. Appropriate risk
assessment provides a useful tool
to determine the capacity of
organisations to manage
resources effectively.
It is recommended that monitoring
should be proportionate to the
sums involved and the perceived
risk10. This may mean that more
attention would be paid to larger
grants (although less,

9. Dear Accounting Officer letter (DFP) 15/93 on ‘Govt’s Strategy for the Support of the Voluntary Sector and for Community
Development in Northern Ireland.
10. HM Treasury Spending Review (Guidance to Funders) September 2003
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Useful Contacts/Sources of Information
Community Evaluation
Northern Ireland (CENI),

295 Ormeau Road, Belfast, BT7 3GG
Tel 028 9064 6355
www.ceni.org

Community Change,

Philips House, York Street, Belfast, BT15 1AB
Tel 028 9023 2587
www.communitychange-ni.org

Community Work Education &
Training Network (CWETN),

Philips House, York Street, Belfast, BT15 1AB
Tel 028 9023 2618
info@cwetn.org

Workers Educational
Association (WEA)

1-3 Fitzwilliam Street, Belfast BT9 1AW
Tel: 028 9032 9718
info@wea-ni.com

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

NISRA,

McAuley House, 2-14 Castle Street,
Belfast, BT1 1SA
Tel 028 9034 8100
www.nisra.gov.uk

Home Office

‘Funding: A Code of Good Practice’
www.homeoffice.gov.uk

Volunteer Development Agency

“Signposting Directory for management
committees” – an on-line guide to over 75
organisations across NI that provide a range of
support, information and training for voluntary
management committees.
Contact the on tel: 028 9023 6100 or search
on-line at www.volunteering-ni.org/signposting
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9.1

EMBEDDING GOOD PRACTICE

The Way Forward

Essentially what Government
advocates is a move towards a
systems based approach to
ensuring effective accountability of
public money provided to the
voluntary and community sector.

Each chapter in this Best Practice
manual has focused on a different
part of the jig–saw which
collectively represents good
governance and financial
management. With reduction in
Government budgets and in the
overall funding environment there
will be increasing competition
between projects seeking support.
Those organisations that can
demonstrate that they have good
governance at the core of their
business will be better placed to
apply for that funding. It is vital
that the principles and direction
provided in this manual are
translated into effective action
within organisations. This chapter
is about how Government can work
with and assist the voluntary and
community sector to develop best
practice systems through
guidance, advice and training.
‘Investing Together’ the report of
the Taskforce on Resourcing the
Voluntary and Community Sector
justifiably raised concerns around
the auditing and accountability of
public funding by Government and
the burden that requirements
place on the voluntary and
community sector. Government in
its response ‘Positive Steps’
commits itself to introducing audit
requirements that are
proportionate. Further it commits
to putting in place a framework
that identifies issues and
solutions before expenditure is
incurred therefore reducing the
risk of possible misuse or waste
of public funds.

This by nature will entail a
‘proactive approach to ensuring
accountability through checking
financial control and governance
systems and, where necessary,
providing help to improve them at
the start of the funding cycle.’
The best practice advocated in this
manual is the systems and
controls that Government will wish
to see and check in organisations
either in receipt or applying for
support. The systems will
proportionate to the size and
nature of the organisation.
Through the assessment of
accounting and governance
systems within organisations it will
be possible to implement a less
bureaucratic approach.
This approach may lead to the
development of a quality standard
or ‘kite marking’ for organisations
which operate best practice.
Government would recognise this
in its consideration of grant
awards and subsequent level of
monitoring.
9.2

Current Action
This manual is one important part
of providing key advice and
direction in terms of the standards
expected by Government. The
manual will be regularly updated in
light of changing circumstances in
the sector, changes in accounting
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practice, new policy developments
or requirements within
Government. It has been
produced in web format and in ring
binder to facilitate updates. The
Steering Group which includes
representatives from the Sector,
DFP, Internal Audit and DSD will
continue to meet to review the
manual and take forward further
developments around embedding
the best practice detailed.

sector. Consideration will be given
as to how this is best developed
within the context of a structured
framework of training provision.
DSD has already ran a number of
information seminars for voluntary
and community organisations on
approaches to verification and
monitoring of grant expenditure
outlining the financial controls
which will be checked on any visit.
Sample policies of best practice
relating to various matters have
been provided at these seminars.
Further seminars on either specific
topics or general governance will
be organised as required.

The Steering Group will also play a
role in the actioning of some of
the agreed recommendations in
Positive Steps around Internal
Governance, Management and
Accountability. It will seek to
assess what is currently provided
in terms of training and identify
any gaps in that provision. It will
work with DFP in taking forward
the concept of ‘Lead Funder’
across Government.
A joint training and development
programme, ‘Involving People’
designed to meet the needs of
managers working in partnership
across the public and voluntary
and community sectors was
piloted in 2004/05. This was
positively evaluated and it is
hoped to build upon this
DFP Central Procurement Division
is currently developing guidance
for the voluntary and community
sector on best practice in relation
to purchasing, tendering and
procurement.
DSD Corporate Investigations Unit
has already provided a number of
Fraud Awareness seminars for the

A joint certified pilot training
programme involving staff from the
sector and government
departments has been delivered.
This covered a range of aspects
concerning effective management
and partnership working. Involving
People is currently being evaluated
and consideration is being given to
repeating the programme for a
wider group with a stronger
emphasis on internal financial
management.
9.3

The Sector’s Role
There is a considerable amount of
excellent support and advice
within the Sector itself. Details of
a number of organisations have
been provided throughout the
manual. The Sector is also already
delivering a number of training
programmes and workshops which
specifically address issues of
governance, financial management
and organisational development.

Setting Standards, Improving Performance

NICVA offers a range of training
and advice in these areas through
various mechanisms including its
good Practice Guides, numerous
advice notes and web accessible
materials. NICVA’s Outreach
Programme offers free advice and
training on funding and governance
issues. This programme is
supported by the Big Lottery Fund.
NICVA seek to work with other
providers and networks to ensure
complementarity and avoid
duplication of provision. NICVA
also runs the Management
Development Programme which
helps managers, co-ordinators,
directors to develop their skills
and competencies and so benefit
their organisation and the sector.
The programme offers a variety of
courses at different levels; first
line, supervisory, senior
management and a Master’s
programme.
Community Change provides a
good governance development
service to community groups and
management committees. The
support enables community
organisations to address their
strategic, planning and
sustainability issues and to
improve their governance,
management and accountability.
This support is offered to the
sector at group’s own premises
throughout Northern Ireland
focused on individual group’s
needs.
Community Change also provides
a financial management training
and support service for groups,
helping them to set up and

understand financial systems in
order to meet best practice
standards expected by
Government and other funders.
They will carry out a financial
health check to assist
management committees in the
governance of their organisation.
It would be intended to build upon
these and where necessary either
enhance or seek to develop
tailored training to meet particular
gaps in provision. The Steering
Group will take this aspect
forward.
Government would also want the
Sector to take the lead in the
development of accreditation
standards in line with the best
practice advocated here and
accounting/audit rules.
9.4 Final Thoughts
The voluntary and community
sector in Northern Ireland is
hugely significant in terms of the
size of the population. It employs
over almost 30,000 people, its
income is approximately £650
million per annum with assets
around £750 million. Government
support is almost £150 million per
year. It is obviously a key player in
the Northern Ireland economy and
as with any key sector it is
important that it is properly
regulated.
Evidence would suggest that the
majority of organisations are well
managed with effective controls.
What may be required is greater
consistency and governance at all
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levels both within individual
organisations and across the
Sector. This manual, the best
practice espoused within it and the
intent to embed that best practice
is Government’s response to
ensuring that collectively the level
of governance is improved for all
and that, in turn, Government can
recognise good systems where
they exist.
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i
Useful Contacts/Sources of Information
Volunteer Development Agency

“Signposting Directory for management
committees” – an on-line guide to over 75
organisations across NI that provide a range of
support, information and training for voluntary
management committees.
Contact the on tel: 028 9023 6100 or search
on-line at www.volunteering-ni.org/signposting

NICVA,

61 Duncairn Gardens, Belfast BT15 2GB,
Tel 028 9087 7777
www.nicva.org; www.grant-tracker.org
www.communityni.org

If you feel you have a service which could be of benefit to the voluntary and
community sector in addressing issues of governance and financial management
and would like those details to be included in this manual please send details to the
e mail address below for consideration by the Steering Group.
Email: vcu@dsdni.gov.uk
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