Financial Planning guidelines 

The following guidelines are a suggestion only of some methods for financial planning that your centre may wish to consider. They are intended as a guide only and we can take no responsibility for centres use of them. We hope that they will provoke discussion and thought on financial matters.

Some centres may already be using professional accounting systems. The information contained in these guidelines is aimed more specifically at those centres that do not have systems in place, or feel their system is not effective, and those that would like a brief overview of the systems that a centre is likely to need.  

Some basics; it is a good idea to have the following in your team:

· A Trustee with an accounting/financial background, who takes responsibility for the finance at a Trustee level

· A director/manager with accounting experience

· If the director/manager is unable to undertake the daily finance, then a suitably qualified book keeper/accountant who can work closely with the director/manager.

· If a book keeper is used, then it is wise to have the director/manager trained on how to use the accounts system in operation (manual or computing).

· A regular meeting (or dedicated slot in another regular meeting), to discuss finance, preferably monthly.

· Outside advice. Often available from your bank or local business centre, a yearly “health-check” on finances from an outsider can be very beneficial.

It is worth stating, that no matter how long your centre has been in operation, it is never too late to introduce appropriate finance systems, if you are not happy with the existing arrangements. Changes can be made at any point, although it can often be easier to make significant changes at the end of a financial year.

If you decide to introduce a new finance recording system, manual or computing, it is helpful if more than one person is trained to use it and able to extract figures from the system when required, even if you are employing someone to do this task.

What systems are needed?

This is likely to vary depending on the size of your centre, but is likely to include as a minimum:

1. Monthly accounts – this is a record that will contain all of your financial transactions and can be updated daily, weekly, monthly (it is generally a good idea to update your accounts at least monthly).

2. Your profit and loss – this will show all your transactions and will indicate your current financial status, (in the black or red)

3. A balance sheet, which will contain information on your assets and liabilities.

If you require more detailed information or advice on the above, your local business link or bank will be able to advise.

For most small businesses (including charities), the biggest cause for concern on a financial level is often cash flow. This is the cash needed to keep the business afloat. In basic terms it is the money that you need each month to pay your rent/bills/ staff etc. Some centres may experience problems with cash flow when the money coming in from clients/contracts reduces for some reason, but the monthly bills still have to be paid. If this pattern continues, it is not usually long before the debt mounts up, sometimes to a point of no return. However, this can usually be avoided with careful financial planning, giving particular attention to the cash flow needed for the business. The following is an example of cash flow planning:
(When calculating monthly income and expenditure, it is worth using the average of the last 12 months).

Monthly expenditure for centre, including 

rent, bills, staff salaries etc. 



£3,000 per month

Monthly income from clients



£2,000 per month

Monthly income from small contract


£    500 per month

Total







£2, 500 per month

Shortfall






£    500 per month

If this centre has no other source of income, then it is clear there is going to be a problem. The Trustees and management will need to decide on a course of action which is likely to be the focus of the business plan. Potentially this may include any of the following to raise funds: Marathon runner, canvassing for donations from local businesses, running a workshop/training event, increasing number of fee paying clients (if space and counsellors available), introducing a new service (again, if space and expertise available), bidding for contracts with local PCT, forming partnership with other counselling service to bid for funding, looking for other charitable funding sources, etc. There are many possibilities, but sound financial management will mean securing additional sources of income to ensure the shortfall is made up, or reducing your expenses (which is often more difficult). Sometimes creative fund raising is needed, involving the whole team can often bring about good ideas for development.

If the centre has an irregular income pattern (potentially effected seasonally), then again with planning, you can calculate using a monthly cash flow as above, using the income and expenditure figures for the previous year, this will show the low/high months. If the totals even out at the end of the year, it may be possible for arrange for an overdraft facility with your bank to cover the low periods.

Planning for expansion. 

If you are considering bidding for a contract or expanding your service in some way, then again this is a time for careful planning. Often in the bidding process an organisation will want to keep the bid low for a better chance of success. However, if a contract is won but does not bring in enough to cover the full extent of the extended work, then you could actually loose money. (This has been known in several centres). The planning for a bid needs to include ALL the items that will be used to run and manage it, including: staffing, premises, admin/management, overheads, monitoring and evaluation, supervision (if required), insurance, advertising, etc. It is worth having an outsider (with financial experience); look over a bid, particularly the financial elements to make sure that nothing has been overlooked. 

Another issue to consider is how far in advance to plan your finances. This will vary depending on how far in advance your plans reach, but ideally you would want to look at:

· Your immediate financial needs (your cash flow for the year)

· Your medium term financial needs – two to three years time

· Your long term plans three to five years (or longer)

We have looked at the cash flow earlier, so we shall now concentrate on the medium and long term, ideally as part of your business planning process, you will have identified your plans for the years ahead. In order to realise those plans, some additional finance may be needed. Most small businesses will need to plan carefully where they can raise this additional capital. It is also useful at this stage to have a contingency plan, in the event that your fund-raising has not been successful. 

A contingency plan is a form of risk analysis, assessing what will happen if things go wrong .It may be that your future plans have to be postponed, or scaled-down. However, in some circumstance this may not be possible, an example might be if a centre has to move premises and must vacate on a certain date. If sufficient funds have not been raised to support the move, a sound financial contingency plan will be needed. This is likely to involve loans from banks, sponsorship, moving into temporary accommodation etc. If this financial contingency plan has been prepared in advance, you will be prepared for action if it is needed. 

Finally, always seek professional help. There are lots of organisations able to provide financial advice. Most banks and Local Business Links will provide the advice free of charge.  This is particularly important if you are planning a future financial investment through expansion, or if finances are a problem for your centre at the moment. It is worth mentioning again the importance of having a Trustee on board with relevant financial experience. If you do not have a Trustee with financial experience, you may wish to make this a priority when you next appoint. Similarly, your director/manager will ideally have accounting knowledge or a willingness to learn whatever system is being used at the centre. Again, when recruiting at this level, it would be prudent to have this experience as essential on your person specification.
Last but not least, if using a professional service, it is good practice to check credentials and references for accounting and book keeping staff.

Wishing you books that balance!
