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Expenses and Payments

Policy	Payment of expenses is supported by original documents and made within timeframes which take advantage of any discounts.

Definitions	A Tax Invoice is an invoice that contains additional information relating to GST. A Tax Invoice is needed to claim back any GST your organisation has paid.

	An Invoice is a document sent to you requesting you to pay for a good or service.

	Expenses are costs incurred by the organisation relating to the business of the organisation in a given period of time. Most expenses are recorded when the payment is made. Expenses are included in the Statement of Income and Expenditure. Assets purchased which cost over $1,000 are included in the Balance Sheet and are therefore not expenses.


Procedure

Accounts included in expenses
Examples of expenses taken from the Department of Communities, “Annual Financial Accountability Form” are:
	salaries and wages (for more information, refer to the Payroll Topic Guide)

accounting fees
advertising and promotion
assets purchased (less than $1,000)
audit fees
auspicing fees – fees paid to another organisation to provide auspicing support
bank charges and fees
client support services
client support consumables
computer expenses
consultancy fees
depreciation – motor vehicles (see below)
equipment hire
fundraising expenses
insurance
meeting expenses
motor vehicle expenses
rent
repairs and maintenance
travel and accommodation.

Ways of making of payments
Payments under $100.00 may be paid through the petty cash fund.
All other payments must be made by cheque.
	Make the payment only after you are satisfied the goods have been received or the service has been provided, and you have the correct documentation. 


Cash
Except for using a Petty Cash System, never make payments by cash. Although it is easy paying your organisation’s bills by cash, it means there are fewer controls over who spends the money and what they spend it on. There is no record on your bank statement of the payments (other than the withdrawal of the cash) leading to poor documentation.  
Cash held in the office can be easily lost or stolen and also encourages people to ask for loans or advances.  

Cheque
A cheque is a form filled out by your organisation authorising the organisation’s bank to pay money to the individual/organisation named on the cheque. This is probably the most common way of making payments.

If possible, an accounting software package should be used to print the cheques.  
It is good practice for the organisation to have two persons sign each cheque. A cheque should not be signed unless all the details (amount and who it will be paid to) have been completed.
Unused cheques should always be stored in a secure area.

Direct debit
If the organisation has regular expenses (e.g. rent), it can arrange with the bank to have the account paid directly from its bank account. This ensures that the account is paid on time.

Electronic banking
Each of the major banks offers an electronic banking program. This enables the organisation to make payments by sending the information on-line to the bank. The amounts are then paid into bank accounts as directed by the organisation, eliminating some bank fees.
	When authorising these payments, it is important that the system is set up so that two people must authorise any payment.

Wages can be efficiently paid through this system and employees can access their funds immediately.  

Checking documents to be paid
All incoming Invoices must be checked: 
	against the Purchase Order - quantity, product and price (Refer discrepancies to the Finance Officer for advice.)
against the Delivery Note to ensure correct items are being charged
for accuracy of calculations.
	All incoming Statements must be checked:  
	against original documents
for accuracy of calculations.
	When checking documents, tick correct items and circle incorrect items. Then initial and date the top right hand corner of the document. 
If errors are identified on an Invoice, the supplier must be notified immediately.  Request an Adjustment/Credit Note or revised Invoice from the supplier to rectify an Invoice discrepancy. Note the action to be taken on the Invoice.
A Statement discrepancy can be corrected on the Statement and a copy of the corrected Statement and the Cheque Remittance Advice sent with the payment.  The supplier must be notified of large discrepancies on Statements.

Preparing Cheques
Ensure that Cheques are prepared in a timeframe, which allows the organisation to take advantage of relevant cash discounts.
Prepare Cheques for Invoices and Statements that have been checked and initialled.
Check for relevant cash discounts, calculate and deduct from amount owing. Show cash discount on the Invoice or Statement as a deduction.
Prepare Cheque Remittance Advices showing details of payments, including any cash discounts deducted or adjustments made.
Prepare Cheques and cross ‘Not Negotiable’. It is not necessary to ask for a Receipt.
Ensure cheque butts contain all details of payment, including cash discounts.
Check all details on Cheque and Cheque butt, ensuring that amounts in words and figures are the same.
Attach copies of relevant Invoices/Statements to Cheques.
Submit all Cheques and supporting documents to the Accountant for authorisation and signature.
	Send Cheques out promptly after their return from the Accountant.


Expenses and the financial statements
Expenses are included as part of the Income and Expenditure Statement (sometimes called the Statement of Financial Activity). Expenses are always shown in the financial statements as expenses ‘over a period of time’, e.g. 12 months.

What a manager/committee member needs to know about expenses and making payments

	Always look at the individual expenses when checking the financial statements and ask these questions:

	Are the amounts reasonable?  

Are the individual expenses similar to previous periods? If not, why not?  
Do the amounts shown as expenses in the financial statements reflect what you believe has actually happened?  

	If you are a Committee Member and you have any doubts or notice discrepancies, ask the Manager for more information to be provided at the next Committee meeting.  

If you are the Manager, ask the Accountant for more information.
	Management needs to be satisfied that for every payment:

	At least two people (who are not closely related) authorise the payment.
	There is documentation describing what the payment is for. In most cases, this will be a Tax Invoice from another organisation and some evidence of a request for the good or service from the organisation, e.g. a Purchase Order. For wages, this could be a copy of the wages summary that can be checked against timesheets.

The payment is appropriate. The payment must be necessary for the organisation to carry out the service it provides.


Where making payments fits in:

Money is paid by the organisation for costs incurred in running the organisation by one of the following ways  
Cheque
Electronic Fund Transfer
Petty Cash
Direct
Debit
Telephone
Banking











Transactions are posted to the Expense ledger accounts




Related documents
Cheque Remittance Advice
Petty Cash Register
Payroll Policy and Procedure
Purchase Order

