Financial Management
Good financial management involves being able to review financial information, effectively
manage funds, implement sound financial practices and understand your club’s financial
position and obligations.
Financial reporting
All organisations should produce a profit and loss account (sometimes called an income and
expense account) showing the funds received and spent in a set period. Ideally
organisations should produce a balance sheet, showing assets such as cash in the bank, and
liabilities such as loans.
Keeping good data
Any report prepared is only as good as the data entered. For example a club has signed a
contract with a tradesman to build a portable storage shed. Although no payment has been
made, financial statements prepared SHOULD show the amount payable as a liability. If the
amount payable is not included in the financial statements, the cash position looks
considerably more favorable and the money could be spent, leaving the club with a
shortfall.
Preparing and reviewing financial statements
Time constraints within smaller organisations, or perhaps the difficulty in finding
experienced bookkeeping assistance, often results in minor errors in the financial
statements. When preparing or reviewing financial statements, think about the following:
•

Are there any expenses not yet paid but due soon that should be included in the
financial statements? Amend the financial statements to include the amount owing.

•

Has any unbanked cash on hand been included in the financial statements? Amend
the financial statements to include the amount not banked.
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•

Are there items in the balance sheet of the financial statements that were there last
year, are still there this year and you think the amounts are wrong? There may be
some accounting processes that need to be performed, such as clearing last year’s
creditors, or depreciating assets. Go through each balance sheet item and make
adjustments, or seek assistance from someone with relevant experience.

How often should reports be prepared?
Ideally, a club should produce monthly financial reports. If that’s impractical, quarterly or
biannually should be acceptable. External users such as banks, government and suppliers
will generally only require financial statements to be provided annually. However, preparing
reports less regularly means a club loses the benefits of up-to-date decision-making
information. Infrequent reporting can also result in cash shortfalls, loss of source records
and even fraud.
Asset management
Assets are items owned by an organisation. They can include cash at bank, plant and
equipment, and accounts receivable. As the finance director your role is to manage and
monitor these assets.
Consider these tips to help administer your club’s assets.
•

Asset register - Do you have a register or list detailing your club’s equipment
including purchase date, purchase price and where it is stored?

•

Lease records - If you lease equipment, do you maintain records of when the lease
expires and what (if any) lump sum may be payable to acquire the equipment?

•

Equipment replacement - Have you planned the cost impact of replacing ageing
equipment?

•

Equipment insurance - Do you have appropriate insurance for your equipment? This
may not fit precisely within the role of finance director but as you maintain the asset
register you will have the appropriate information to organise the insurance. LINK
to insurance

•

Accounts receivable - Do you review accounts receivable to ensure that money
owing is received in an appropriate timeframe?
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Petty cash
All clubs will need to have cash on hand to pay for minor expenses. This is generally
referred to as “Petty Cash”. Best practice management of petty cash requires some form of
record keeping or monitoring to ensure that money in and money out is accounted for.
Maintaining petty cash - the simplest way is to maintain a secure petty cash tin with a
standard amount or “float”. The amount will vary depending on whether you need a lot of
change on hand (for example if you run a canteen) or whether the cash expenses are
infrequent and minor.
Petty cash should be reconciled regularly, and replenished if the amount in the tin is too
low, or banked if the amount in the tin is too high. The general principle is that at most
times you would like for the tin to hold roughly the float amount.
Records can be kept either via a book with columns ruled in it, or via the use of “petty cash
slips” which are completed when money goes in or out of the tin. A book of petty cash slips
can be purchased from most newsagents.
Tips for good petty cash practice
• When money is removed from petty cash a slip should be filled out detailing who
took the money and why
•

The receipt should be returned (along with any change) and stapled to the petty cash
slip

•

When money is added to the tin (say drink sales for the day) a slip should be filled
out detailing the source of the money and the amount (eg. “$21 drink sales”)

•

On a regular basis the petty cash should be “reconciled” – ie. take the opening
balance, add money in, deduct money out and check that the resulting balance is
equal to the cash in the tin

•

There will be times when there is little or no money in the tin. An amount equal to
the required float should be withdrawn from the bank, a petty cash slip filled out,
and added to the tin

•

At other times there may be too much money in the tin. Take out the excess, fill out
a petty cash slip and bank the excess

•

When financial statements are prepared, a summary of the petty cash transactions
needs to be prepared so the income and expenses can be incorporated into the
financial statements.
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Budgets
All clubs should have a budget. The budget is important for cash flow planning as well as
for financial review. Given the seasonality of most sporting organisations, it is essential that
some review is undertaken to ensure the club can pay its debts on time.
The budget can be as simple as a one page document with month columns across the top,
and expected income and expenses filled in on the appropriate month.
Budget preparation
Consider these points when preparing your budget:
•

Is the timing of membership income correct?

•

Despite membership fees being due in a certain month, it may take another few
months for all the fees to be paid.

•

When sponsorship money (if any) is received?

•

Some sponsors will pay a set amount each month rather than in a lump sum.

•

Is the dollar value estimated for expenses realistic?

•

The results from prior years may provide a guide, however some expenses may
increase each year.

•

Are any expenses dependent on the number of members?

•

If so, the budget should be adjusted for any differences once the number of
members for the year is known.

•

Your budget should include initial large expenses such as stocking a canteen with
drinks.

•

You should ensure that there is always a minimum balance in the bank for any
emergencies that arise.
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Financial glossary
•

Accounting period – the period of time which an organisation adopts between the
production of financial statements

•

Accounting standards – set of principles or standards issued by the accounting
professional bodies to assist the definition and treatment of financial reporting

•

Balance sheet – record of a club’s assets, liabilities and members’ funds for the
organisation as at a certain date:

•

Assets – liabilities = members’ equity

•

It is a snapshot or a statement of the organisations financial position as at that date

•

Cash accounting – an accounting basis that brings items into the accounts when
they are physically received or spent

•

Cash flow statement – a statement required in an annual report. Gives a summary
of:

•

Cash flows from operating activities

•

Cash flows from investment activities

•

Cash flows from financing activities

•

Constitution – name given to the memorandum and rules of an organisation

•

Current assets – an item which in the normal course of business is expected to be
turned into cash within 12 months

•

Current liabilities – items which some of the assets are committed to have ie.
funding in advance bank overdrafts or money set aside for leave provisions

•

Current ratio – ratio of current assets to current liabilities. It is a measure of liquidity
for the next 12 months

•

Depreciation – accounting process used to reduce the book value of an asset over
its defined useful, or effective, life
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•

Fixed asset – costs that do not increase as the volume/activity of your business
increases eg rent

•

Insolvency – when an organisation cannot pay its debts as and when they fall due

•

Liquidity – the ability of an asset to be easily converted into cash with minimum
delay and little or no loss of capital

•

Net profit – the profit remaining after expenses, interest and accounting treatments,
such as depreciation, have been taken into account

•

Non-current assets – items that are not expected to be converted into cash within
12 months

•

Operating profit – the profit arising from the organisations ordinary operations

•

Profit and loss – financial statement which reflects the financial results (profit or
loss) of the organisation over a certain period

•

Ratios – calculations of performance figures which compare one item with another,
such as debt/equity

•

Variable costs – costs that increase as the volume/activity of your organisation
increases eg fuel costs for a motor vehicle

•

Working capital – funds available for the day to day operations of the business:

•

Current assets – current liabilities = working capital

•

Written down value – the amount left to depreciate on a fixed asset. Often this is
also called the carrying value.

www.starclub.nt.gov.au

