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1. Background 
 

The Socialist Health Association (SHA) is a health policy advisory group affiliated to the Labour Party. 
It is a  membership organisation which exists to  promote health and well-being and the eradication of 
inequalities through the application of socialist principles to society and government. The SHA is a 
not-for-profit body and is unincorporated. 
 
Its day to day financial administration is subject to oversight  by the three National Officers, Chair, 
Secretary and Treasurer  of the association. Its financial policies, principles and practices are 
determined in its Constitution document and its Standing Financial Instructions. The association 
operates three accounts. Two bank accounts are held with the Cooperative Bank: one a savings 
account and the other a current account. A PayPal account is also in use and is a significant route for 
the collection of membership fees.  
 
For the period covered by our work we were informed that there had been a change amongst some 
of the officers, particularly, for the roles of Chair and Treasurer. Under the terms of the Standing 
Financial Instructions, departing officers should not have access to the association’s systems such as 
the bank account. However, we were informed during our work that those outgoing officers still had 
access to such facilities and that this had not been transferred ( despite numerous requests ) through 
a formal handover to the new officers in those roles. As a result, our discussions with staff now in post 
indicated that information flows and access to the bank account were impeded.  
 
We did approach the former Chair and Treasurer about being interviewed to learn how systems 
operated under their tenure and better understand the reasons for some decisions, but our 
invitations to talk were not taken up by either of them. 

 

2. Objective and Scope 
 

We carried out an independent review of the activity of the accounts identified above in order to 
determine that: 
 

• expenditure transactions are consistent and compliant with the spirit and the letter of the 
principles and standards identified in the Constitution and Standing Financial Instructions 
documents; 

• the expenditure incurred is appropriate in supporting the aims and objects of the association and 
that such spending is properly approved; 

• the treatment and processing of expenditure transactions is adequately controlled and 
accounted for. For example, that there are appropriate audit trails and an adequate segregation 
of duty within the expenditure system. This includes the movement of monies across and 
between the different accounts and that there is an effective reconciliation process to support 
this; 

• the process for recording income transactions is fit for purpose; and, 

• there is adequate, accurate and timely reporting of the association’s financial position to any 
boards or committees that have oversight for its financial stewardship; and, 

• the budget setting/approval process is adequate to support the financial planning and 
management of the association. 
 

As agreed with the current Officer group, the scope of our review focussed upon expenditure and 
specifically those transactions which were considered to be of a high financial value and/or a people-
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related payment (i.e., a payment to a staff member or a contractor).  

3. Observations 

3.1 Expenditure is consistent and compliant with the Constitution and SFIs. 

 
3.1.1 The SHA’s Standing Financial Instructions (SFIs) require…  “safeguards against fraud and error to 

ensure money collected by the Association is used for the purposes intended.” Our sample was 
directed towards transactions that were of higher value or related to the payment of people/staff as 
we considered that these higher value items represented a greater degree of financial risk to the 
association and this was agreed when scoping this assignment with the Chair. 
 

3.1.2 A complete set of transactions and supporting data for the calendar year 2020 was not available to us 
for review. Changes in positions of treasurer during this period has meant that the availability of this 
data was not available as part of the change in personnel and the associated handover arrangements. 
As a result of the above, our focus was upon a full population of financial transaction data for the year 
2019. Having spoken to the administrative team, we are confident that the processes and systems 
have not changed between 2019 and 2020, so that any comments or observations that we make 
about the operation of financial administration can be consistently applied to this period also in terms 
of the effectiveness of controls and activities. 

 
3.1.3 From our sample, we found that all expenditure appeared to be consistent with the Constitution and 

SFIs in its nature but that there was some divergence away from the agreed and documented 
practices – specifically the SFIs - in how transactions are processed and approved: 

 

• a number of transactions where officers had effectively processed their own 
payments/reimbursements; 

• the administrator paying themselves out of income collected through PayPal - the current 
configuration of the PayPal account is linked solely to the user ID of the administrator and appears 
to be inflexible in terms of widening access to others or re-assigning it; and, 

• some income transactions were not banked intact and were being ‘netted off’ with expense claims 
– i.e., PayPal being used to income and expenditure – the SFIs state that it should only be used for 
receipts (i.e. income). 

 
These are discussed in more detail below. 

3.2 Expenditure is appropriate and approved in supporting the aims of the association. 

 
3.2.1 From our sample, it appears as though the expenditure is genuine and for the purposes of the 

association’s aims and objects. Each transaction is supported by an expenditure or income 
classification (i.e. a description) in the records which generally identifies the purpose of the 
transaction and, where relevant a recipient (for example, where an expense claim is submitted). Much 
of the association’s financial activity is for key areas of its work, such as conferences and associated 
costs including travel or overnight stays. There is a small amount of expense on incidental areas such 
as stationery and IT used to support the administrative functions of the association which appeared 
reasonable and not excessive in our view.  
 

3.2.2 However, from our sample, we found a small number of transactions where the previous Chair had 
claimed expenses and processed the payment (reimbursement) themselves, i.e. they executed their 
own payment through the banking system. The transactions appear to be genuine and in line with the 
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purposes of the association and these are supported by an email trail to the administration team that 
explains the transactions and the reasons for them, which also seem reasonable. There is no 
suggestion or indication of impropriety but this practice does run against both good practice and the 
SFIs, where a beneficiary should not be involved in processing or executing their own claims.  In order 
to protect any individuals from any suspicion of impropriety, it is important that a second, 
independent person authorises any transaction as required by the SFIs and specifically, a claimant 
should never have any operational involvement in any transaction that they are the beneficiary of, 
other than the preparation and submission of the [expense] claim.  
 

3.2.3 A small number of claims were made on behalf of another claimant, rather than paying the claimant 
direct and it is unclear why the [ultimate] claimant could not claim and then be reimbursed 
themselves. Again, in essence, the fundamental principle that an individual incurred a genuine 
expense and was eventually recompensed for it is not in doubt, but the approach in these instances 
can at face value, present a transaction as being for one beneficiary whilst in reality it is for someone 
else, which does not aid transparency. We found that some of these transactions involved the former 
Chair. 
 

3.2.4 We did attempt to contact the former Chair to better understand why these circumstances may have 
arisen but our invitations to speak were not taken up so we are unable to provide context about why 
the claims were self-authorised or claimed on behalf of another person.  

 
3.2.5 Some of the transactions selected in our sample were not supported by receipts or invoices and whilst 

the explanation provided on the transaction database indicate that these items were for genuine 
reasons, the absence of documents to support this does potentially undermine the principle of being 
able to validate transactions supporting the aims and objects of the association. There may be 
instances where receipts or invoices are not provided or available but these should viewed or treated 
as exceptional. 
 

3.2.6 Similarly, we found that the practice of ‘self-authorisation’ was also taking place with the 
administrator paying their own ‘salary’ out of the income collected via the PayPal account as 
authorised.  Again, the decision to pay an agreed monthly amount for the services of the 
administrator has been approved by Central Council and our review of these transactions found that 
these payments were at the agreed rate and supported by appropriate invoices. From discussions 
with the administrator, it appears as though the impasse and break down resulting from the change in 
officers with access to the bank account meant that the payment of the administrator’s invoices were 
not being processed through the bank account and this was the only available route open to him.  
 

3.2.7 We also identified that 14 monthly payments were made in a 12 month period during 2019 for the 
administrator and we were able to confirm that these were all genuine, with two of the earlier 
payments relating to the previous financial period (2018) but being paid in a later financial year, i.e., 
this appears to be a timing issue. 
 

3.2.8 For information, the SFIs state that “use can be made of payment arrangements such as through Pay 
Pal to receive subscriptions and accept payments for events, but such accounts cannot be used for 
payments out. These must be made from the Co-op account as above and authorised appropriately.” 
 

3.2.9 It is likely that the resolution of the banking authorities passing to current officers will resolve this and 
enable the administrator to be paid from the Co-op current account, where he will not be involved in 
his own payment. We would advise that this is best effected by setting up a direct debit/standing 
order – the administrator payments are fixed amount payments on set dates so would lend 
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themselves to this pay method. 

3.3 Expenditure transactions are adequately controlled and accounted for.  

 
3.3.1 The SFIs state “The accounting records shall be held on an appropriate accounting system and all 

Officers shall have access to this system.” There is no formal accounting system used by the 
association and information is captured through a combination of spreadsheets and databases. 
Transaction data is also available from the PayPal account that is used principally for collecting 
subscription and membership income. The Microsoft Access database is used to record key 
information about the association and hold membership records and is appropriate in this regard but 
we consider that it is less suited for financial accounting particularly in being able to link directly to the 
bank account and the ease and accuracy of financial reporting to Central Council. It can be a particular 
challenge in matching items from the bank account and other sources. We would advise that the 
options for a dedicated financial accounting package are explored and considered for these areas of 
work. 

 
3.3.2 The SFIs state that “access to any on-line banking system operated by the Co-operative Bank will be 

authorised by any two Officers.” We found that this has also broken down with the change in 
personnel at officer level and at the time of our review, the outgoing officers remained as those being 
able to access the on-line banking systems and being the recognised signatories on the bank 
mandates. This has meant that important information such as the receipt of bank statements for 
reconciliation purposes have not been provided routinely. Some data has been received by the 
administrator in more recent months but this is usually in the form of a scanned version of the bank 
statement rather than the original documents.  
 

3.3.3 Bank cheques although representing a very small volume of activity have also been problematic and 
we were made aware of cheques which hadn’t been received by the payees despite being sent out 
and these are now beyond the six month expiry date and will not now be honoured by the bank. Our 
discussions with the administrator confirmed that there is a mismatch between the recorded 
expenditure of the Access database and cheque information, and again, a direct bank feed would 
resolve this recording issue and ensure better traceability of such transactions. 
 

3.3.4 Access rights to the PayPal system are managed solely through an administrator’s system ID and we 
understand that there is little flexibility in being able to widen access further. Although there are 
benefits to using PayPal, its use is more limited in terms of recording income for accounting purposes 
and the routine reporting to the Central Council on a regular basis. It also requires some work in 
ensuring that it can be imported into the Access database. 
 

3.3.5 We have researched the use of PayPal generally as part of this assignment and found that, to the best 
of our knowledge of what information is available, it does not have the status of a bank and is in effect 
a platform/portal through which transactions can be ‘posted’, usually against a registered bank debit 
or credit card. Although, ultimately settled through the primary bank account to which the card(s) is 
registered. Given that PayPal does not appear to be a bank, we are unclear if there are any consumer 
credit protections, provided for the monies held in such a medium.  

3.4 The process for recording income transactions is fit for purpose. 

 
3.4.1 SFIs state “Income may be collected by a variety of methods – cheques, BACS transfer, PayPal as 

agreed by the Officers” and “The funds of the Association shall be held in accounts at the Co-operative 
Bank. No deposit or other form of investment account will be used without expressed approval of 
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Central Council.” 
 

3.4.2 PayPal is a significant route for the collection of income and we found that a high volume of income 
transactions are processed in this way as it is seen as a convenient method for members to pay their 
subscriptions in a secure environment. Income collected via PayPal is periodically transferred to the 
main current account – usually monthly. 
 

3.4.3 However, subscriptions made via PayPal often carry a transaction charge and the prescribed amount 
the actual income collected and then passed to the current account is effectively made net of this 
charge and causes similar challenges with matching to the SHA-based accounting records.   
 

3.4.4 The volume of income transactions is significant and requires considerable effort for them to be 
imported into the Access database for subsequent income and expenditure recording and much of 
this could be alleviated through a dedicated accounting package where direct bank feeds would 
populate an accounting system automatically. 
 

3.4.5 The operation of the PayPal account through a single user account and ID, that of an administrator, is 
not ideal as it places that individual in the sole position of being responsible for recording income 
through this route. However, we understand that the small size of the team and the established route 
for subscriptions that enjoys member confidence means that any move away from PayPal would be 
disruptive in the short term. As a result we recommend that if the continued practice of a single user 
manages this route, then this income is independently reconciled and reviewed by someone 
independent of this process. 

3.5 There is adequate, accurate and timely reporting of the association’s financial position. 

 
3.5.1 The SFIs state “Central Council will be provided with a financial statement at every meeting. This 

statement will include an up-to-date reconciled account of income, expenditure, and commitments 
and performance against Budget. It must also contain a narrative to explain any significant variation 
from expectations.” 
 

3.5.2 The breakdown in arrangements as a result of the departing officers (see above) has meant that there 
has been a delay in both the receipt of bank statements and access to on-line banking facilities being 
passed to the officers taking up these roles. As a result, the association has been unable to comply 
with the SFIs to present financial information regularly and routinely to Central Council meetings 
throughout the current calendar year. Again, our failed attempts to discuss this with the outgoing 
Treasurer meant that we were unable to get information that may offer an explanation for the 
circumstances behind this. Our discussions with the new Treasurer have indicated a commitment to 
get back to regular and routine reporting to Central Council and this is expected to resume soon once 
the handover of access to banking systems is resolved and passed to the current officers. 
 

3.5.3 The SFIs also state that “The accounting records shall be held on an appropriate accounting system 
and all Officers shall have access to this system.” We would also refer to our earlier remarks about the 
use of dedicated accounting software in terms of automated bank feeds and the ability to reconcile 
transactions quickly but more crucially, in the quicker and more accurate production of accounting 
and financial reports to Central Council. The current Microsoft Access data base performs an 
important role in maintaining key content for the work of the association and in the upkeep of 
membership data. However, it is not ideal in terms of supporting the effective and timely reporting of 
financial information, where a dedicated accounting software application would enable quicker 
classification of transactions and a readily available menu of options to support reporting to Central 
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Council.  
 

3.5.4 That said, in the short term the database in use does enable the ability to classify income and 
expenditure so that financial updates can be produced for Central Council albeit that this requires 
additional effort and may be more time consuming to bring about. 

3.6 Budget setting/approval process adequately supports the SHA’s financial management. 

 
3.6.1 The SFIs state that “the Treasurer is responsible for preparing an annual Budget for the Association for 

each financial year commencing on 1 January. The Budget will be submitted to the Central Council for 
approval.” 
 

3.6.2 We were unable to discuss the approach to budget setting and approval with the previous Treasurer 
for reasons referenced above so were unable to get a definitive account of budget preparation 
approaches under the direction of former officers. However, we did have the opportunity to discuss 
arrangements with the new Treasurer who intends to bring a budget to the December meeting of the 
Central Council.  
 

3.6.3 Our discussions with the new/current Treasurer confirmed that he is aware of the key steps involved 
in budget preparation and the need to ensure that future financial activity is planned and monitored  
so that there is effective oversight and control of income and spending throughout the year. 
 

3.6.4 Financial planning is likely to be straightforward  in terms of key areas of income and expenditure. 
Significant income streams are member subscriptions, website advertising and donations from unions 
and similar bodies; expenditure areas are relatively predictable comprising mainly of conference and 
conference-related expenses as well as some staff costs. 

 
3.6.5 The current record keeping maintained by the administrator does itemise expenditure into various 

income or spending classifications, e.g. conferences, and we believe that this provides a good basis 
from which to analyse past financial history as the foundation for identifying future budgets to 
support the Treasurer in this work. Although, we have already commented above on the suitability of 
a Microsoft database for transaction recording and using accounting software specifically designed for 
the purposes of financial management may be more suitable for the classification of expenditure and 
income, as the foundation for financial planning. 
 

3.6.6 Whilst we are confident that the (new) Treasurer is sufficiently experienced in budget preparation, we 
have produced a suggested outline of how this might work for the association – this is described in 
Appendix One, as a support to his intended approach. 

 

4. Conclusions and recommendations  
   
4.1 We are satisfied that the nature of income and expenditure within the association’s financial systems 

are genuine and for the purposes of the association’s aims and objects. However, we did identify 
some concerns in terms of process not always following the standing financial instructions and more 
widely, the constitution document.  
 

4.2 The agreed approach to authorising expenditure transactions is not always adhered to – this has been 
made more complicated where the handover of finance responsibilities has broken down with the 
departure of outgoing officers. We are confident that the resolution of the bank authorities to current 
officers will resolve a number of these issues. 
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4.3 There has also been some divergence away from agreed process for supporting expenditure 

transactions, with receipts and invoices with some transactions not having the appropriate backing 
documentation, Further, some transactions appear to have been approved retrospectively after the 
actual expenditure had been incurred. 
 

4.4 Although isolated instances, some transactions have been self-authorised with the claimant/recipient 
being involved with their own reimbursement of expenses. 
 

4.5 PayPal is primarily a route for the collection of income – mainly for subscriptions – this control has 
weakened in recent times and, against SFI instructions, has been used for expenditure also. 
 

4.6 Regular reporting to Central Council has lapsed in recent months and this appears to be related to the 
changeover in officers and the difficulties with the flow of information to the administration team in 
recording financial information. 
 

4.7 Recording of accounting information is captured through a database that has limitations in terms of 
automated transfer of [bank] data and other sources (such as PayPal) which is slower and can be less 
accurate than a dedicated application that would support quicker and more comprehensive reporting 
to Central Council. 
 

4.8 The majority of the issues identified could be resolved through the resolution of bank authorities and 
reverting back to practices outlined in the SFIs, which remain fit for purpose in our view. However, we 
would recommend: 
 
4.8.1 Individuals should not be involved in the authorisation or execution of their own expense 

claims; 
4.8.2 All claims must be supported by evidence of the expense, i.e. an invoice or receipt; 
4.8.3 The PayPal account should, in line with SFIs be used for income purposes only and all 

payments – such as those for the administrator’s salary – should be from the current account; 
4.8.4 Where an officer such as the administrator operates a process largely on their own, we would 

advise that there is some independent check on this work by someone else. As a result we 
recommend that if the continued practice of a single user manages a route such as PayPal, 
then this activity is reconciled and reviewed by someone independent of this process. 

4.8.5 The SHA should explore the option of a dedicated accounting package rather than using the 
Access database as this will ensure a quicker and more accurate direct feed of financial data 
which will improve the level, quality and speed of financial reporting. 
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Appendix One: Outline budget setting approach 

 
1. Budgets are controlled in accordance with the Constitution and the Standing Financial Instructions:  

• A financial plan (budget) is to be prepared for consideration by the Central Council each year.  

• Revised financial forecasts are submitted throughout the year – e.g., quarterly based upon reporting 

to and feedback from the Central Council. 

• Devolved responsibility is formally established. Budgetary control is the responsibility of the 

administrator, who must ensure that day-to-day monitoring is undertaken effectively.  

 

2. Budget setting is linked to operational planning processes and budgets are revisited when plans change 

or income targets are not achieved.  

• The Financial Plan has a demonstrable link to association’s operational plans and takes account of 

known and scheduled activities such the annual round of conferences. Historic financial data for these 

events should be used to inform their likely future costs so that this can be built into future plans and 

budgets.  

• There is appropriate flexibility to enable changing circumstances to be managed within the overall 

budget (i.e. over or underspends are managed with the relevant authorisation and through 

approaches such as virements). 

• Staff cost, or contractor, budgets should be set centrally and by reference to approved staffing levels. 

Any change to approved staffing levels or rates of remuneration should require additional approval by 

the Central Council 

 

3. Central council should regularly review the overall financial position. 

• A report is produced for each Central Council meeting by the administrator to provide an update on 

the latest position against budget for the year.  

• Explanations of any major variances and the assumptions used in forecasts should be included in the 

update.  

 

4. Budget variations are reported and acted upon.  

• Budget variations are discussed at the Central Council meetings and justifications and explanations 

are provided for variances where there is a divergence from the planned level of income or 

expenditure. 

 

5. Consideration should be given to longer-term forecasts that recognise variables such as changes in 

income streams, increases in staff and other costs, etc.  

• A long term financial plan is presented to the Central Council.  

• This report covers various scenarios, (e.g. based on optimistic assumptions, one based on pessimistic 

assumptions and one based on realistic assumptions).  

 


