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STAND aims to provide opportunities for those who make 
their livelihoods within the dance and theatre sector 
to continue to practise their craft and earn an income. 
The idea is to serve all within the various linked dance 
and theatre ecosystems, such as education, creation, 
production, distribution, consumption, and archiving. 
This includes creative practitioners (actors, dancers, 
directors, writers, choreographers, designers, etc.), as well 
as administrators, educators, technical crew, publicists, 
archivists, researchers, and the like. It was launched on 
1 September 2020 in response to the appalling toll that 
Covid-19 took on the creative sector.

STAND is driven by a Steering Committee, comprising 
Gregory Maqoma (Chairperson), Yvette Hardie (Deputy 
Chairperson), Musa Hlatshwayo, Saartjie Botha, Ismail 
Mahomed, Mike van Graan, Jean Meiring, Lakin Morgan-
Baaitjies, Mxolisi Masilela and Lesego van Niekerk. Tammy 
Ballantyne is the Coordinator for STAND and Uvile Ximba, 
the Social Media Officer. Unathi Malunga, Ricardo Peach, 
Debbie Turner, Sbonakaliso Ndaba and Nasiphi Mkiva all 
contributed in the early stages of STAND.

Some of STAND’s projects have included choreographic 
mentorships, writing and acting opportunities, developing 
a vision for dance and theatre for advocacy purposes, 
providing opportunities for upskilling, financial and mental 
wellness projects, nurturing female stand-up comics and 
supporting leadership training, peer-to-peer learning and 
mentorship of a younger generation of leadership.

STAND hosted the Take-a-STAND Dialogues in 
partnership with Toyota US Woordfees. It has held webinars 
on a range of issues including the debacles over NAC 
funding, and the role of arts festivals, and has focused 
on such areas as leadership, governance, cultural policy, 
critical thinking, and fundraising. It hosted the STAND 
Together Summit in September 2021 which brought 
together role players from across the country to discuss 
the way forward in terms of theatre and dance. It has given 
birth to three representative bodies, the Theatre and Dance 

Alliance (TADA), the South African Dance Alliance (SADA) 
and the Community Arts Centres Network of the Western 
Cape. It helped to launch the South African Charter for 
the Rights of Artists (link to the charter here), and it has 
contributed to the Breathing New Vision into Theatre and 
Dance: A National Theatre and Dance Policy.

Click here to view the Breathing New Vision  
into Theatre and Dance: A National Theatre  

and Dance Policy 

STAND’s initial funds came from individual patrons, Board 
members and supporters within the sector who pledged 
R10 000; this has been supplemented by funding from 
entities such as Business and Arts South Africa (BASA), 
as well as funding from international agencies such as 
the Royal Netherlands Embassy. In addition, subscribers 
pledge small amounts on an ongoing basis to support 
STAND’s sustainability. 

STAND has been contracted by the Department of Sport, 
Arts and Culture (DSAC) to implement the Western Cape 
Community Arts Centre Strategy 2021-2025, as developed 
with and agreed to by the Western Cape Department of 
Cultural Affairs and Sport (DCAS).

The four-year plan for the community centres in  
the province includes the following elements:
»  Infrastructure
»  Capacity building
»  Festivals
»  Events and tours
»  Advocacy and networking
»  Information sharing
»  Beautification of community areas
»  Socially engaged plays to tour the province 
»  Community-based cultural entrepreneurs 
»  Support for community arts projects. 

About STAND 
Foundation
The Sustaining Theatre and Dance (STAND) Foundation is an independent, 
non-profit and public benefit entity, created by individuals within the sector to 
nurture, promote and celebrate contemporary South African dance and theatre.

https://www.standfoundation.org.za/wp-content/uploads/2021/07/CHARTER-OF-RIGHTS-FOR-SOUTH-AFRICAN-ARTISTS.pdf
https://www.gov.za/sites/default/files/gcis_document/202207/draft-theatre-and-dance-policy-written-submissions.pdf
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These toolkits form part of the capacity-building and 
information-sharing elements of this plan. The toolkits 
have been developed with the input and expertise of the 
community arts centres and organisations themselves, 
as well as with engagement from a range of long-
standing experts within the field. They will also serve 
as supplementary course materials for the University of 
Stellenbosch Business School, which is running a course in 
leadership for community arts centre managers, on behalf 
of STAND.

Note: The toolkits are housed online, on 
the STAND Foundation’s website (www.

standfoundation.org.za) and on the website of ASSITEJ 
South Africa’s Theatre4Youth programme which provides 
resources for artists (www.theatre4youth.co.za/resources) 
and which coordinated the production of the toolkits as 
commissioned by STAND.

Here you will find the six toolkits, being:
»  Definitions, Environment and Roles
»  Governance, Management and Staffing
»  Financial Management
»  Fundraising and Income Generation
»  Marketing and Publicity
»  Programme and Project Management

In addition, supplementary tools, resources and examples 
relevant to the subject matter of these toolkits can also be 
downloaded and viewed for use. 

STAND Foundation regards these toolkits as living 
documents that can continually be updated and improved. 
Feel free to send your case studies, ideas, proposals for 
amendments and additions to info@standfoundation.org.za. 

STAND trusts that these toolkits will be useful to the 
community arts sector as a whole, and beyond.

http://www.standfoundation.org.za/community-arts-centre-toolkits/
http://www.standfoundation.org.za/community-arts-centre-toolkits/
https://theatre4youth.co.za/resources/
mailto:info%40standfoundation.org.za?subject=
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The Department of Sport, Arts and Culture’s mandate 
is driven through 10 focus areas wherein key strategic 
programmes are delivered. One of the focus areas is 
to accelerate social cohesion. Community arts and 
culture centres provide access to arts programmes and 
participation with the potential to promote interactions 
critical to facilitate social cohesion.

It was envisaged that a National Training Support 
Programme would be set up to assist in ensuring that 
facilities constructed are effectively managed and effectively 
utilised, especially by the target groups of youth and 
children. This has not yet taken place, but several initiatives 
regarding addressing issues of capacity challenges have 
taken place since 2006. However, we currently do not have 
a well-coordinated national training programme for Centre 
Managers and management teams. We are fully aware that 
effective management and programming are critical success 
factors for the sustainability of Community Arts Centres. 

There are currently training initiatives in the country to 
support the capacity building of Community Arts Centres. In 
2006, the department, in partnership with the SA-Flemish 
Bilateral Project, rolled out Arts Centres Management. We 
have a handful of accredited Community Arts Centres that 
provide arts management and administration qualifications 
to other centres and arts organisations. The department 
has supported these initiatives in the past. However, these 
training programmes are not coordinated, and it is difficult 
to measure their impact. The department participated in the 
development of the Arts Centre Manager qualification by 
CATHSSETA in 2022, and our ongoing involvement will be 
formalised after the qualification is ready for implementation. 

The following challenges will be addressed through  
this qualification:
»  Governance
»  Strategic planning
»  Proposal writing
»  Advocacy
»  Marketing and publicity
»  Administrative systems
»  Programming
»  Project management
»  Facility management and policies
»  Human resources management and policies.

The department has since 2019 adopted a new strategic 
model and lobbied provinces around one common vision 
for the development of Community Arts Centres, which is 
for a community responsive, that is municipally valued and 
sectorally informed, professionally managed, imaginatively 
programmed, digitally connected, securely funded, 
internationally recognised and provincially organised 
Community Arts Centres.

Provincial Community Arts Development Programmes 
is a programme that supports provinces to develop 
and implement their own community arts development 
programmes that position and organise the community arts 
sector to support the overarching government objectives of 
access and participation in the arts by all South Africans.

Community arts centre programmes provide 
communities, art organisations and individuals with 
opportunities to participate in artistic, craft and cultural 
activities and receive training for the purpose of education, 
recreation, cultural development and enrichment, and 
income generation.

Capacity building and training is one of the five key 
deliverables of the new strategic focus (intended to 
develop skills of artists, management of centres, and 
ensure that the programmes and centres are  
professionally managed).

The department is proud of the outcomes of the 
Western Cape Community Arts Development Programme’s 
Capacity Building programme, which has resulted in the 
development of six toolkits for Community Arts Centres 
and Arts organisations. We acknowledge the work that 
was done in collaboration with STAND Foundation. We are 
happy that we are already producing training documents 
and guides to assist in building centres that will be run and 
managed professionally. We will continue to support the 
rollout of the programme as part of the provincial plans and 
assess its impact on the functioning of CACs. It is a work 
in progress, and we hope to maintain the momentum of 
training centre managers, developing arts organisations 
and building the capacity of the sector.

Dr Cynthia Stella Khumalo
DEPUTY DIRECTOR GENERAL:  
ARTS AND CULTURE DEVELOPMENT  
AND PROMOTION

Foreword
DSAC’s Vision for Community Arts Centres
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FOREWORD

Participation in recreation, arts, culture, and sports must  
be part of who we are and must be for all of us, and not  
only for those that have chosen to take this up as a career. 
It is a fundamental part of creating a healthy nation, 
community cohesion, opening opportunities and creating 
alternate futures. 

The work that we do with our ecosystem of partners does 
not exist in a vacuum. It takes place in our communities in 
places such as Community Arts Centres, with participants 
of all ages and demographics representing many 
intersecting stories, some good  
and some tragic.

Community Arts Centres continue to be places 
for primary access to arts participation, training, and 
celebration for communities. This fundamental role of 
Community Arts Centres has become more important 
over the years, given the high levels of violence in our 
society resulting in the prevalence of post-traumatic stress 
disorder, depression, substance abuse and other mental 
health challenges, particularly in young people. Through 
Community Arts Centres, we can focus on providing youth 
with meaningful platforms to find and unlock their passions, 
which is key to reducing risk-taking behaviour.

In order to harness the diversity of views and 
interventions and to bring much-needed efficiencies and 
collaboration in the sector, DCAS has adopted a ‘managed 
network’ institutional model, which consists of partner 
organisations, institutions and bodies with whom DCAS 
has (or should have) formal agreements that contribute 
towards delivering on DCAS’s mandate. The managed 
network relationships are focused on outputs (not 
organisations) – including strategic plans and joint agenda 
setting – involving direction and leadership from DCAS and 
formalised by way of agreements. 

The managed network includes broader knowledge 
networks and communities of practice in which DCAS leads 
and/or in which DCAS plays a highly influential role and 
contributes directly to the delivery of DCAS’s mandate. 
The purpose of the managed network is to allow DCAS 
to achieve its strategic goals and objectives, not through 
undertaking all the necessary functions in-house, but rather 
through developing a set of structured relationships with  
a range of strategic partners in the public, private and  
NGO sectors. 

The Community Arts Centres form a key component 
of this network whose aim is to encourage greater 
efficiency in mobilising the creative economy using 
scarce fiscal resources, to improve sharing of information 
and knowledge, and to harness South Africa’s cultural 
diversity capacity towards the objectives of the National 
Development Plan, the Medium-term Strategic Framework, 
the Provincial Strategic Plan and the Recovery Plan.

These toolkits, which form part of the WCG Community 
Arts Centres Plan, place governance, marketing, 
production, and programming skills in the hands of centre 
managers and arts organisations and, by so doing, play a 
central role in building capacity and ensuring much-needed 
sustainability in the community arts ecosystem. These are 
skills that will not only enable them to maintain the arts 
centres and organisations but also maintain sustainable 
livelihoods. 

DCAS is committed to supporting this sector to innovate, 
collaborate and evolve to sustain the excellence of their 
work and to make a wider contribution to the nation’s 
wellbeing and prosperity.

DCAS is grateful to the Department of Sport, Arts 
and Culture and the STAND Foundation for their role in 
facilitating this important work.

Guy Redman
HEAD OF DEPARTMENT:
CULTURAL AFFAIRS  
AND SPORT

Community Arts Centres Toolkit for Community Arts Managers
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1.1 What is financial 
management?
Financial management is an essential skill in any organisation, 
especially when programmes and projects involve money. 

Note: Some organisations may work entirely on 
voluntarism and the sharing of resources, but 

even here it is good for records to be kept to avoid issues 
in the future.
 
Finances need to be managed both effectively (i.e. 
achieving what was intended) and efficiently (with the best 
use of time, energy and resources). 

Financial management means planning, managing, 
controlling and evaluating the finances of an individual 
or organisation. From these activities, a strategy can be 
developed to ensure that money is always well-utilised for 
the purpose of the programme or project, and is not wasted. 

It should be noted that financial management strategies 
will differ depending on whether the organisation is a for-
profit or a non-profit. 

In a for-profit concern, the main aim will be to increase 
the profit margin, which could be done by cutting costs, 
using any capital wisely and ensuring sustainability for 

the business, while growing the benefits for shareholders, 
investors or other interested parties.

In a non-profit environment, financial resources need to 
be directed towards ensuring that the vision and mission of 
the organisation is accomplished and all income needs to 
be directed to these purposes. Ensuring a secure base from 
which to attract funding and support is important. There is 
a powerful responsibility towards accountability to funders 
and partners, about how the money is being spent.

Funders in general want to work with the organisations 
that are audited or for which the independent reviews are 
done. This exercise has to be carried out within six months 
after the end of the financial year and the failure to do this 
might affect funding for the organisation in the future, so we 
cannot stress its significance enough.

It is also very important that organisations are compliant 
with the regulating bodies like SARS and the Department 
of Labour etc. It is therefore essential that every person 
managing finances in an organisation should keep up and 
understand the time frames for the submission of returns 
to these regulating bodies. It is also important that the 
organisation understands its VAT category and always 
ensures that its documents are valid and up to date for VAT 
and organisational purposes. 

1. Financial Management Systems

FINANCIAL MANAGEMENT SYSTEMS1

STOCK.ADOBE.COM
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1.2 What are financial 
management systems?
It is vital for an organisation to have a solid financial 
information system that helps to effectively process all 
financial information. This allows for proper decision-making 
by the users of the financial statements and reports, including 
the funders, in-house decision makers and the board. 

These systems can range from bookkeeping systems 
using paper and pen records, to simple word documents or 
Excel spreadsheets, to more complex online systems such 
as Sage Pastel, SMEasy, QuickBooks, Xero, FreshBooks 
or Intuit. These are all examples of technology that allows 
you to do the accounting work relatively easily, for minimal 
costs and time. 

It is important that you choose a system that can work for 
you, and that you can fully understand and properly utilise.

Financial management systems help us to track income 
and expenditure and account for money used. When you 
have a sound financial information system, this helps you 
to compile reports quickly, whether they are for decision-
making, project reporting or for compliance purposes.

Organisational needs are not the same; that is why it is 
fundamental to do research on the financial information 
packages that you can use to ensure that you are able to 
link your chart of accounts* to the budget line items* and 
ensure that you are able to pull a report for a project so that 
you have a proper allocation of funds and the determination 
of whether you have made a surplus* or deficit*. 

Define:
Chart of accounts – a financial organisational 
tool that provides a complete listing of 

every account in an organisation, broken down into 
subcategories, showing ALL financial transactions for a 
specific accounting period. These accounts are grouped 
into five main areas: asset accounts, liability accounts, 
expense accounts, equity accounts and revenue accounts.

Line items – an item appearing on a single line  
in any schedule of information; it could be an item 

of income or expenditure

Surplus – money left over from an allocation,  
still to be spent or re-allocated

Deficit – the amount by which a sum of money  
is too small, or the amount overspent

Bookkeeping – keeping the financial records of an 
organisation. A record of how money is used. 
Amounts collected and spent, in other words, 

income and expenditure.

The chart of accounts and the project allocations support 
us with multiple levels of financial data and they help us to 
get a comprehensive understanding of the organisation’s 
performance. 

1.3 What qualities are 
needed for financial 
management?
In both for-profit and non-profit contexts, ethics are very 
important. Financial management requires you to be honest 
and transparent, to be accountable for all funds, to use 
good judgement and to be a wise and responsible steward 
of finances. This is your “fiduciary” duty. 

Note: Fiduciary means a person who holds 
a position of trust or responsibility including 

decision-making powers relating to the affairs of an 
organisation. [Definition by SARS]

IMAGE BY STORYSET ON FREEPIK
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Here are some typical standards that you might find  
in a code of ethics related to financial management:
»  Act with honesty and integrity.
»  Avoid conflicts of interest in professional relationships. 

Also, avoid the appearance of such conflicts.
»  Provide people with accurate, objective, understandable 

information. Disclose all relevant information, positive and 
negative, so that your listeners have an accurate picture.

»  Comply with all rules and regulations governing your 
position and your organisation.

»  Act with good faith and independent judgement. Don’t 
allow self-interest or other factors to influence your 
behaviour.

»  Never share confidential information or use it for  
personal gain.

»  Maintain an internal controls system to guard against 
unethical behaviour.

»  Report anyone you see violating the code. 

1.4 Elements of Financial 
Management

Planning
Planning involves looking at where you 
currently are, what your financial goals are, 

and what strategies you can create to achieve those goals. 
A first step will be to analyse and identify all current details 
about what you have and what you need. Then when you 
think about the programme or project that you want to 
create, you will use this information to create a budget.

When developing a budget, it is important to be thorough 
and detail all the costs as accurately as possible. Do 
research or look at the previous year’s expenses. Try to 
base your estimation on evidence and be careful about 
guesswork. Budgets that are underestimated or inflated 
can reflect badly on your organisation. 

Your own contributions (what you already have or are 
prepared to give) are a form of co-investment and this can 
also be reflected and acknowledged in your budget plan. 
You can use your co-investment as leverage (bargaining 
power) when negotiating partnerships or requesting funding.

Managing finances
This means to keep track of finances as they 
both come in (income) and leave (expenditure) 

your organisation. You need to ensure that money is 

FINANCIAL MANAGEMENT SYSTEMS1

being accounted for and spent wisely and according to 
the budget for each programme and project. There are a 
number of different processes and activities, which can fall 
under managing finances. 

A simple system of managing finances 
(ADAPTED FROM COMMUNITY CONNECTIONS, 2002). 
We will go into the details of these elements later. These 
systems may get more sophisticated if you are able to use 
online accounting systems, where many of these functions 
will be integrated and recorded for you.

Money you receive 
(Income)

Money spent 
(Expenditure)

Receive money Get quotes (three is usual)

Write a receipt Fill in requisition (request) 
form

Enter amount on Income 
Record

Get approval (at least two 
signatories)

Deposit money at bank Purchase goods/services 
and get a receipt

File deposit slip
Attach receipt to original 

request form  
(requisition form) and file

Write thank-you letter Print and file Bank 
Statement

Bank Reconciliation

Financial Report

Controlling finances
Financial controls are the procedures, policies 
and means that help monitor and control how 

finances are directed, allocated and used. When you are 
looking at the finances for an organisation overall, you 
need to pay attention to certain things:
»  Are there any overlaps or other concerns when looking 

at the big picture? For example, a cost may be covered 
by funding from more than one donor, or several projects 
may be contributing to covering organisational expenses. 
It is important to avoid double-dipping.

»  Are the procedures up to date? Do you have the access 
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to your bank account information that you need? Are your 
reports up to date? Having the most up-to-date financial 
data is very important for decision-making.

»  How realistic is the forecasting? (i.e. looking at the most 
likely picture for the future, etc.) Are there plans A, B and 
C, in case the financial picture changes?

»  Are the resources being handled appropriately, in line 
with the organisation’s vision?

»  Is the system efficient? 
»  Are there checks and balances to ensure that fraud does 

not occur?

You have to ensure that you monitor these reports 
on a regular basis to avoid both overspending and 
underspending. Funders will not like either of the two, but 
they are likely to consider overspending to be worse. It is 
important not to deviate from contractual agreements as 
organisations are accountable for the funds they receive.

Evaluating finances
When we evaluate finances we are looking 
at such elements as assets, liabilities, equity 

expenses, income and sustainability or profitability. The four 
elements that are generally evaluated will be the Balance 
Sheet, the Statement, the Cash Flow Statement and the 
Annual Report. The Annual Report includes the three earlier 
elements but also includes other elements, which reflect 
on the year. We will look at these evaluation tools in the 
sections that follow. This level of financial management may 
be done by the internal financial manager as well as by an 
external financial expert such as an auditor. 

Reporting finances
A monthly income and expenditure report 
is required by management to monitor the 

financial health of the organisation and to determine if 
actual expenses are within the budget.

Narrative and variance reports are required for funders and 
governing bodies, either quarterly, or when requested for 
monitoring and evaluation of organisational progress against 
strategic goals and for the sustainability of the organisation. 
Funders usually require project-level reports. It is therefore 
important that financial records are kept up to date, so that 
reports can be retrieved and/or created easily and promptly.

Organisations need to be compliant if they are to  
ensure good standing with SARS and if they want to be 
considered accountable. Whether they are for-profit or non-

profit organisations, they need to report on their finances to 
the appropriate authorities.

Define:
Reports: The need for and function of financial 
information;

»  To ensure that financial objectives are achieved;
»  To provide financial information as a basis for 

transparency and accountability.

Accountability: Organisations need to keep a 
record of funds received (from whatever source) 

and how those funds were applied or used. Persons 
responsible for keeping this information (bookkeeper or 
accountant) have to account to the organisation on how 
the funds have been used. The organisation has to provide 
information to donors, its constituency, its members, its 
office-bearers and officials on how the money was used.

Here are some of the requirements for good standing for  
a non-profit organisation, according to the Non-Profit Act.

The NPO must keep records of income, expenditure, 
assets and liabilities in line with accounting practice and 
draw up financial statements, within six months after its 
financial year-end, including: 
»  A statement of income and expenditure for that financial 

year, and 
»  A balance sheet showing assets, liabilities and financial 

position as at the end of that financial year. 
»  Arrange for a written report, within two months after 

drawing up its financial statements, to be compiled by an 
accounting officer showing whether or not the financial 
statements of the organisation are consistent with its 
accounting records; 

»  The accounting policies of the organisation are 
appropriate and have been appropriately applied; 

»  The organisation has complied with the provisions of the 
NPO Act and of its constitution; 

»  The books of accounts, supporting vouchers, records 
of subscriptions or levies paid by members, income and 
expenditure statements, balance sheets and accounting 
officer’s reports, must be preserved for the prescribed 
period (not defined in terms of the Act, but five years is 
general practice). 

We will look at how we prepare these reports  
in a later section.
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2. The Accounting System

“ Without properly kept accounts  
it is impossible to maintain truth  
in its pristine purity. ”– Mahatma Gandhi

2.1 Budgeting
The annual budget is the organisational plan 
for the year ahead to ensure that there is 

enough money to enable the organisation to make financial 
decisions. A project budget is the spending plan for a 
project over a specific time period. 

In both cases, a budget is a written financial document 
that shows the spending plan; it tells you how much money 
should be spent to meet the goals of the organisation (for 
the year, or for the project) and it breaks this down into 
how much should be spent on different items, for example, 
staff costs, communication, stationery and transport. It is 
a set of goals converted into numbers. The budget tells 
you how much the organisation thinks it will need to do its 
work, where it hopes income will come from, and how much 
money it still needs to find.

Budgeting is part of planning – you start with setting 
your objectives, then you draw up your action plans and 
budgets. Preparing a budget forces you to plan your 
spending and your fundraising, and to be realistic about 
what you can afford to do.

Why do we need a budget or spending plan?
»  To provide a guide or framework to effectively manage 

the money we receive;
»  To compare to our record of income and expenses;
»  To see how much we have left to spend at any given time;
»  To compare amounts budgeted for to actual amounts 

spent;
»  To learn how to spend only what we have;
»  To hold the organisation accountable;
»  To ensure that the organisation is well resourced to carry 

out its objectives;
»  To help with financial projections and financial planning.

Often a project will be funded by a particular donor, in 
which case, it is important that once the budget has been 
agreed upon, it is followed as closely as possible.

Define:
Income – Money that comes into the organisation. 
Money received.

Expenditure – Money that is spent by the 
organisation – expenses.

Balance – Amount of money left and available  
for use.

Receipt – A record of income received. Every time 
we receive money we must give a receipt.

Who should create a budget? 
The director, the governing body’s treasurer, the finance 
manager, a staff member or a qualified person who is 
skilled and knowledgeable about finance can create 
the budget for the organisation. The final budget must 
be approved by the management and ultimately by the 
governing body.

When doing a project budget, the person involved with 
the project will be best equipped to identify the necessary 
line items, and to do the costing, but these figures should 
be checked by the person responsible for financial 
management, and integrated into the annual budget. The 
project plan and the budget should align, and if possible, 
line items should link back directly to the project plan. 
See Project Management Toolkit 

The Leaky Bucket is a useful tool for analysing costs 
associated with a budget. Identify the income you expect 
(inflows), expenditures (outflows) and how to reduce waste 
(i.e. plug the leaks). 

Refer to the Leaky Bucket illustration  
on the next page.

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-006_Programming.pdf
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How do we create a budget?
When creating a budget, we need to be SMART!

»  Specific: Understand your goal – know what you want 
to do. Is everything in the budget necessary to achieve 
this goal? Has anything been left out?

»  Measurable: Compare what was done to what still 
needs to be done. What did things cost last year? What 
resources are in place? What needs to be found?

»  Achievable: Do what you know you can. What is the bare 
minimum you need to do this? How can you cut costs?

»  Realistic: Do only what you are able to do. Is the budget 
manageable? Does it account for actual costs? Who can 
you bring on board to provide support?

»  Time bound: Deliver within a specific time. Is it clear 
how long a period this budget is for? Are the units of time 
included in the budget?

We need to ask the following questions: 
»  What will the organisation be doing this year in relation to 

its mission? What projects will be part of the year plan?
»  What resources are already available? Can you give these 

a value?
»  Are there going to be implementing partners? What 

resources can they bring to the table? What is the value of 
these resources?

»  What responsibilities will be performed by whom? 
»  Are there specific resources/assets that the organisation 

will need? 

Leaky Bucket

Adapted from Coady, 2006
https://coady.stfx.ca/digital-

leaky-bucket/

To use an online tool that 
helps you visualise your own 

leaky bucket, go here: https://coady.
stfx.ca/digital-leaky-bucket/ 

Plugging the Leaks
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»  What are the costs of these? Identifying costs correctly 
and realistically is very important.

»  Who will need to be paid? What level of skills and 
qualifications are needed for people to do this work and 
what is their salary range?

»  How much money needs to be found in order for the 
budget to be covered?

Once you have answers to all of the above, you can start 
to plan the budget and the year ahead, and even beyond if 
there is a need.

Costing
Part of budgeting is costing. Costing means: 
»  The way you calculate the total costs of making and 

selling a product or providing a service;
»  Costs are all the money the organisation spends to make 

and sell products or provide services.

There are different types of Costs:
Direct costs
»  All costs that are directly related to the products you 

make or the services you provide – material costs;
»  The costs of producing those products or services – 

labour costs.

Indirect costs
»  All other costs for running the whole organisation 

– expenses; costs like rent, electricity, telephone, 
maintenance, internet access etc.

How can costing help your organisation?
»  Helps you to set prices;
»  Helps you to reduce and control your costs;
»  Helps you to make better decisions about your 

operations;
»  Helps you to plan for the future – creating a cash-flow plan.

Example of a budget
On the next page is an example of a properly formulated 
budget in which all the funds that have been allocated and 
received were spent. The organisation in this regard had 
R48.00 left over, which wasn’t spent from the acquired 
funds. This is very minimal and most funders won’t mind not 
being refunded an amount this small. 

However, if the amount were bigger, it is possible that 
funders will request for the amount to be returned.

Define: 
Item – the title of the area that will incur 

expenditure 

Description – description of this item, sometimes 
giving verbal information about units and quantity

Unit cost – the cost of the item needs to be 
researched and an average found; this will be for 

one product or service only

Quantity – how many units you will need – this 
will depend on the number of times something 

needs to be paid (perhaps linked to weeks or months) or 
the number of items

Cost – the total amount, once we calculate the 
number of units we will need (unit cost x quantity)

Actual expenditure – this column will be updated 
through the life of the project to record expenditure 

as it happens; it will only be complete at the end of the 
project when we look back at what finally happened

Contribution – you may want to have a column 
that refers to where this amount may come  

from (which funder or project); this could also  
be your own contribution.

How do you use a budget  
for financial management?
Once you have drawn up and finalised your budget, it 
becomes the most important tool for financial management 
in your organisation. 

To manage your finances you should:
»  Analyse projected income and expenditure;
»  Identify shortfalls and make plans to raise the deficit;
»  Cut costs, if needed;
»  Monitor monthly spending;
»  Decide whether you are incurring any unnecessary 

expenses.

Budgets evolve according to the complexity  
of the work. 
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Ndabambi Org August 2020 – July 2021 

Administration Budget Actual 
Expenditure

Item Description Unit Cost Quantity Total Cost

Administration & Production      

Audit Fees & Financial Reporting Financial admin allow R2 000 
x 12 months 12 R24 000,00 R24 000,00

Administration: Office & 
Communication

Rental, 
telephone, 
internet, 
communication 
with schools

allow R1 000 
x 10 months 12 R12 000,00 R11 952,00

SUBTOTAL: ADMINISTRATION & PRODUCTION  R36 000,00 R35 952,00

Creative Team & Production Costs Budget Actual 
Expenditure

Project lead 1 person x 4 
months R5 000,00 4 R20 000,00 R20 000,00

Project support 1 person x 4 
months R4 500,00 4 R18 000,00 R18 000,00

Transport costs Travelling R1 000,00 4 R4 000,00 R4 000,00

Workshop materials Allow R1 000,00 4 R4 000,00 R4 000,00

First Aid quotations
4 participants 
trained in first 
aid

R850,00 4 R3 400,00 R3 400,00

Productions/Performances Allow ad hoc R10 000,00 1 R10 000,00 R10 000,00

SUBTOTAL: CREATIVE TEAM & PRODUCTION 
COSTS  R59 400,00 59 400,00

TOTAL EXPENSES    R95 400,00 95 352,00

FUNDS RECEIVED    R95 400,00  

      

AVAILABLE/SHORTFALL     R48,00
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»  Where are you against your budget? Are there any red 
flags or over-expenditures? 

»  Are there any deviations which would need to be 
reported to the funder?

»  Are there any savings against the budget? What 
suggestions would you make to the funder for the use of 
these funds, or will you give them back to the funder at 
the end of the project?

THE ACCOUNTING SYSTEM2

Task
Using the downloadable template found here, 
draw up a budget for an existing project, and 

add the actual expenditure column in order to track your 
spending 

2.2 Bank Accounts
Every registered organisation is obliged to 
have one bank account or more. The bank 

account is the cornerstone for any organisation to ensure 
proper financial function. Ideally all money should come 
into the bank account and leave the bank account, since 
then it will be properly tracked. Every transaction that is 
taking place in the bank account is recorded and this helps 
accountants and the organisation to generate reports and 
financial statements. It also ensures that the accountants, 
auditors and the regulatory bodies like SARS can do their 
work, and ensure the compliance of your organisation.

It is important to look for a bank that will meet your needs 
and the following considerations:
»  Convenient: You must be able to check your bank 

account transactions, process payments using internet 
banking and the other options that may be available, 
receive payments timeously and you must be able to 
transfer funds from one account to another.

»  Secure: Find a bank with strong security features and 
make sure that there are enough parameters for who 
must process payments and who must authorise those 
payments. You must also have reliable people to review 
your suppliers and ensure that they are legitimate. 

»  Affordable: You must also look at the affordability of the 
bank. Check the cost of transactions and the costs of 
opening different kinds of accounts.

»  Interest: Your bank must also help you to save money. 

Check the interest rates of the bank account and make 
sure that you are using the best mechanisms to ensure 
that your money is both safe, and that money invested 
grows over time.

»  Credit: Your bank must also be able to provide you with a 
credit facility.

2.3 Petty Cash
Petty cash is money that is used to pay 
for small day-to-day items needed by the 

organisation. It’s important that an organisation has a 
policy on petty cash. Usually there is a box in the office 
for this (known as the petty cash box) and it is kept by a 
trustworthy person who accounts for every cent spent. 

Managing petty cash
A small amount is withdrawn from the bank and kept in a 
locked metal box called a petty cash box. This amount will 
need to be recorded. All money spent must be recorded, so 
keep all cash slips received. All petty cash vouchers must 
have a cash slip attached and be kept in the petty cash box. 
A Petty Cash Voucher has the date, amount and what the 
money was used for written on it. 

The petty cash box will then be used to keep the money 
and the receipts for the expenditure; there must be 
reconciliation that is done regularly (e.g. once every week) 
to look at what was spent in that week, to check that the 
supporting documents for the expenditure are there, and 
to see whether the balance that you get agrees with the 
reconciliations and the supporting documents that have 
been submitted to the petty cash box holder. These must 
be recorded on an Excel spreadsheet, labelled Petty Cash 
and balanced at the end of each month.

Below is an example of a petty cash box and the 
petty cash recon.

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Budget-Template.xlsx
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Define:
Petty cash is a small amount of cash that some 
organisations keep to pay for minor expenses 

that cannot be taken care of with credit card payments 
or electronic transfers. This amount is kept in a locked 
petty cash box and it must be reconciled frequently. When 
the money has been spent the person responsible for the 
petty cash box must ensure that there are supporting 
documents for the usage of money and that these are 
valid.

CBN (Cash Book Number): A standard form 
used by the custodian of the petty cash book. It 

is primarily used when the cash is received into the petty 
cash box. Each deposit must have a number/reference 
that will be recorded under CBN.

VN (Voucher Number): It’s a process whereby the 
custodian of the petty cash box creates voucher 

numbers and attaches the source documents like invoices 
and receipts to them. Each payment from the petty 
cash box should have a number/reference that must be 
recorded under VN.

Reconciliation: You look at the opening balance 
in the petty cash box, which was arrived at 

after the previous reconciliation, and confirm that it is 
still the same. Add the totals of any additional cash that 
was withdrawn from the bank account, and get a total 
for the income/receipts. On the RHS, you list all cash 
withdrawn from the petty cash box. You will then have a 
total on the receipts side from which you minus the total 
on the expenses side and you will be left with the closing 
balance. Do the process again on a monthly basis. Make 
sure that you have all the supporting documents and the 
referencing is correct in the reconciliation.

Printable Petty Cash Book Format
Company Name

Petty Cash Book for the month of

Debit Credit

Date Description CBN Amount Date Description CBN Amount

Petty Cash Issued Petty Cash Expenses

Actual Petty Cash on Hand Petty Cash on Hand

Reconcilliation Difference Reconcilliation Status

Download a Printable Petty Cash 
Book Format here 

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Petty-Cash-Book-Format.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Petty-Cash-Book-Format.docx
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»  2 November 2022 – Cash withdrawn from bank 
for Petty Cash: R500

»  3 November 2022 – Payment of R80 – mobile 
data – N. Ngwenya

»  5 November 2022 – Payment of R150 – transport 
to workshop – S. Mxeli

»  6 November 2022 – Payment of R70 – per diem, 
lunch – N. Xelelo

»  7 November 2022 – Purchase at Pick n Pay of 
R63,47 – tea, biscuits 

THE ACCOUNTING SYSTEM2

Task
Reconcile the following petty cash purchases  
using the Petty Cash Book format.

2.4 Procurement
Every organisation that is funded for  
projects must have someone who is working 

on procurement to help them get the best prices for  
the project-related assets and other products needed  
by the organisation. 

It is generally important that you get up to three quotes 
from different suppliers and look for the best prices, while 
considering all the related factors. If there is a need to buy 
from the supplier with the most expensive quote, there 
should be an explanation of why that has to be done. There 
must be policies around the matrix of how many quotes to 
get, and where these can be gotten from, as well as how to 
handle any deviations from the policy. This will ensure  

that when the auditors look at these documents, they  
can see the processes the organisation followed when  
the decision was made to procure the products using  
the more expensive quote.

It is also important that the decision to sign the  
document agreeing to a quotation is segregated to more 
than one person. 

Research into the supplier is very important to ensure 
that the transaction is done at arm’s length and that there 
is no relationship between the supplier and anyone in the 
organisation, especially those in roles of financial oversight.

Below are the steps that an organisation can take 
regarding putting in place a strong procurement system.
»  Have a proper understanding of what the organisation 

needs.
»  Identify the potential suppliers for what is needed  

for the project, considering a range of factors.
»  Choose the best suppliers in terms of quality, price, 

service and turnaround time.
»  When making choices, ideally keep a paper trail of why 

the decision was made, particularly if the amount of 
money is significant.

»  Manage relationships with suppliers in case they will 
 be needed in the future.

»  Review on an annual basis any suppliers to your 
organisation. Are they still providing good value? Are they 
reliable? Are you happy that they have been selected on 
the basis of your policies?

»  Create a supplier database so that you are able to find 
what you need easily, and make sure that it is updated  
at least annually. Here is a simple database to use.

Supplier 
type

Supplier 
name

Contact 
name Phone Email Address City Province Services 

offered
Comments 
on service

e.g. 
Catering
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2.5 Recording  
of Expenditure
Each organisation should have a system 

that helps to ensure that all the transactions are recorded 
timeously and accurately, as they occur during the ordinary 
course of the business. 

This system should help to reduce incorrect allocations  
of expenditure to projects.
»  Create a Requisition form that will record the project, 

account numbers, descriptions, VAT implication, amounts 
and the allocation of splits (i.e. if the cost is to be shared 
between more than one income source or donor), 
dates, name of the suppliers and the invoice on every 
transaction.

»  Ensure that invoices are valid and that they meet the 
SARS expectations for valid tax invoices.

»  Review the requisitions and have more than one person 
authorise them to ensure that they are allocated correctly.

See the next page for an example of a Requisition 
form: It allows you to identify the funder, the specific 

account, the name of the supplier etc. and ensures that 
there is a two-person sign-off on any expenditure.

If you are using an online accounting system,  
you may be able to do the following:
»  Have the system pull the transactions from the bank 

(these are called bank feeds). Some systems do this once 
every week, others more often.

»  Allocate the transactions on your online system, 
according to the manual requisition forms, so as to ensure 
a proper account and project allocation.

»  Have one person do the allocation and another person 
review it and post it onto the online system.

»  This exercise is very important for reporting. It also helps 
with the reconciliations for VAT and the other statutory 
requirements.

You can also do this process manually of course, but 
whichever way you do it, it is very important that recording 
of expenditure is accurate and up to the minute, so that you 
are always able to check where you are at against  
your budget.

2.6 Payments
It is always very important that an organisation 
has a strong system with proper controls to 

ensure that money is paid to the current recipients and that  
it is used for the correct purpose. 

For this reason, the follow control procedures are 
recommended:
»  Proper checks and balances on the documents.
»  Do a re-calculation of all invoices received to ensure that 

they are correct. Someone may have made a mistake on 
an invoice to you and you need to pick that up before you 
make payment.

»  Segregate duties wherever possible; one person 
processes the payments and the other person authorises 
the payments, after they have also checked the amounts 
and everything has been confirmed. This can be done 
through internet banking where some accounts offer a 
two-person release system. If your bank does not offer 
this, then at least make sure that this process is done 
manually.

»  Only do the internet banking once all the documents  
have been verified.

»  Generally it is good practice to try to consolidate 
payments and then have one or more times in the week 
when you do a “payment run” (i.e. you make all your 
payments at the same time). 

»  There will be times when payment is very urgent and 
it needs to be done immediately. Be aware that instant 
payments attract additional costs. Ensure that in the case 
of urgent payments, you always have at least two people 
signing off the payment, so that you don’t worry about 
compliance issues later. Make a note of why the payment 
was urgent in case there are questions later.

»  If you have a well-structured system, your organisation 
will be able to mitigate the following challenges:
☑ Lack of security in the payment system;
☑  Inconveniencing of suppliers, staff and independent 

contractors;
☑ High risk of theft;
☑ High banking costs.
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Organisation name
REQUISITION PAYMENTS  FORM

Transaction Type

Payment to: Payment 

Date: Transfer 

Reference: Debit order

FUNDERS BANK ACCOUNT

GENERAL INCOME DONATIONS CURRENT 

MEMBERSHIPS SAVINGS

FUNDER A (e.g. NAC) CREDIT

FUNDER B (e.g. NLC) PETTY CASH

Indicate if other 

INVOICE REFERENCE AMOUNT DESCRIPTION PROJECT NAME

TOTAL AMOUNT 

Accounts – indicate which is applicable

Audit Fees Events and Logistics Office Supplies Storage

Accommodation Fees – Arts Facilitation Other Technical Services

Accounting Fees Fees – Performance Per Diems Telephone 

Ad Hoc Expenses Fees – General Printing and Stationery Travel

Advertising General Expenses Reimbursements Transport 

Building Maintenance Hire and Services Rentals Venue Hire 

Catering Insurance Salaries and Wages Website Maintenance

Courier and Postage Internet SARS PAYE 

Data Materials Security

Equipment and Assets Monitoring and 
Evaluation 

Staff Welfare

Notes: 

AUTHORISED SIGNATORIES:

Requested by: SIGNATORY 1 SIGNATORY 2

Project Manager Finance Manager Director

Received by (Petty Cash) Signature: Signature:

Board Member (for amounts over R10 000)

Signature:
Download the Requisition 
form here  

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Requisition-form.xlsx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Requisition-form.xlsx
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2.7 Bank Transaction  
(Cash Book)
This is where every transaction that is 

happening in the bank is recorded. These transactions 
can be income received, payments made, withdrawals and 
even a transfer from one account to another. 

It is important that all transactions are recorded correctly 
and the bank account must be reconciled every month. It is 
important to have a structure that helps the finance person 
to understand who is doing what at what time to ensure 
that all the bank transactions are allocated to the current 
accounts and projects.

Define:
Cash Book – income and expenses are recorded 
in the cash book and balanced monthly.

Bank Reconciliation – compare the cash book 
balance to the bank statement balance. They will 

differ – you need to reconcile them. To reconcile them, 
add outstanding deposits to the bank balance or subtract 
outstanding cheques.

Some reasons why the balances may differ:
»  A transaction is recorded in the cash book and not in the 

bank statement, for example, outstanding deposits; or
»  A transaction is recorded in the bank statement and not 

in the cash book, for example, a credit transfer;
»  There are certain bank transactions that have not yet 

gone through for various reasons.

Organisations can also use online financial information 
systems that are linked to your bank accounts so 
that when the transactions happen in the bank, they 
appear in your system (generally after some time) as 
unallocated transactions. The finance team then has to 
do the allocations according to the signed documents 
(requisitions, invoices etc.) that should be in place and 
filed correctly.

Below is an example of how such a system  
would look. In this case it is the Sage Pastel 

Accounting Software.
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In addition to the above, the cash book is important  
to ensure that the organisation is able to do the  
following easily:
»  Identify money received and payments made;
»  Ascertain the cash on hand;
»  Detect mistakes when updating the cash book;
»  Any defalcation of cash can be easily detected while 

doing the cash book.

Define:
Defalcation – any devious or criminal act 
committed by professionals who are in charge of 

handling money and other resources, for example, theft, 
fraud, laundering, misappropriation.

2.8 Monthly 
Financial Statements 
Producing monthly financial statements 

helps the management of an organisation to see all the 
variation in their finances on a monthly basis. It helps them 
to counter any financial problem before it occurs and to set 
up proper planning for the year ahead, using the monthly 
financial statements. 

Below is a list of the additional benefits that an organisation 
gets from producing monthly financial statements:
»  They help to make the important organisational decisions.
»  They help to plan for the future ahead.
»  They help to ensure that all the organisational operations 

are controlled.
»  They help to put things into perspective.
»  They help the management to understand the financial data.
»  They help with the strategic management of the 

organisation.
»  They help with reporting to the governing body.

Most funders do not require monthly financial statements 
(management accounts), but they feel rather more 
comfortable when an independent opinion has been 
expressed in the financial statements by the auditor and 
other independent bodies. However, this should not 
stop organisations from working with monthly financial 
statements, since it is a matter of best practice.

It is important to ensure that you are filing all your 
financial documents. This should be done both physically 
in hard copy, with verifiable originals, and online through 

electronic filing of documents, which can be saved in a 
Google Drive or Dropbox. Ensure that you have appropriate 
security for your online financial information.

All documents can be filed in alphabetical or numerical 
order depending on the need for regular retrieval. Financial 
documents are usually filed in date order for easy reference 
or retrieval. This means that they will also agree with the 
bank statements, which are produced in date order.

Physical files should be labelled according to the date 
period that they cover.

2.9 Trial Balance
When all transactions have been allocated from 
the cash book to the correct accounts, then 

you are able to draw up a trial balance with the summarised 
amounts in every account for every transaction captured; 
this can be income, expenditure, assets and liabilities. 

The trial balance is used to produce the monthly 
statements and the audited financial statements of the 
organisation; during the financial year-end period, the trial 
balance is the first step in closing off the year. 

This kind of report shows the closing balances in every 
ledger account, but it can also be used per project. This will 
depend on how you want to draw up the reports and also 
on the system you are using. 

If your organisation has a number of funders and different 
projects, then your reports may be drawn per project from 
the income and expenditure side and the ledger accounts 
in the balance sheet section. 

The trial balance helps the finance team to see that 
their books are balancing; it also helps to ensure that the 
double entry principle has occurred in the organisation’s 
accounting and it helps to identify and correct any errors 
that occurred during the financial year.

Define:
Double-entry principle: When money is received 
or payment is made these transactions affect two 

accounts or more. Whenever there is a debit, there must also 
be a credit, and these two should offset one another. Asset 
and expense accounts increase when debited and decrease 
when credited. Revenue, liability and equity accounts 
increase when credited and decrease when debited. 

Example: When Organisation A receives money 
for sales (revenue), the money received will affect 
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both their bank account and their sales. The bank balance 
increases and the sales increase so you debit the bank 
account (asset account, which then increases) and credit 
the sales account (revenue account), which also increases. 
You have therefore made money.

On the other hand, when you pay for water and 
electricity, your bank balance (asset account) will be 
credited, and therefore reduced by that amount, while the 
same amount will be recorded to the water and electricity 
expense account, which will be debited as well. 

There are many benefits that an organisation derives  
from producing this report called the Trial Balance, and 
they include:
»  Testing the mathematical accuracy of financial and 

recording processes;
»  Checking if there are any amounts that are missing  

in the accounts;
»  Doing adjustments for unrecorded transactions;
»  Finding out if there are any errors in the posting;
»  Finding out if there are any errors in journalising;
»  Listing the accounts in a single place;
»  Listing the accounts per section. All expenses must go 

under expenses and the same thing applies to income, 
liabilities and assets.

Tool
Here is a simple Trial Balance as an example:

Account Debit Credit

Cash 2 000  

Accounts Receivable 2 500  

Office Supplies and 
Equipment 1 000  

Accounts Payable  6 000

Bank Loan  4 000

Revenue from 
Workshops  2 000

Rental 1 000  

Salaries 5 500  

Total: 12 000 12 000

This Trial Balance is correct, as the Debit and Credit 
columns balance.

Define: 
Journalising: the system of recording all 
transactions for your financial records in 

chronological order.

Posting: moving a transaction entry from a journal  
to a general ledger, which contains all the 

company’s financial accounts. Ledgers are compiled 
according to accounts (assets, liabilities, etc.).

2.10 Balance 
Sheet and Income 
Statement

»  Balance sheet: This is one of the elements of the  
financial statements of the organisation that 
demonstrates the financial position of the organisation  
at the financial year-end.

»  The financial position of the organisation is looked at after 
a proper consideration of the components of the financial 
statements, including assets, liabilities and equity, and 
these will be explained in more detail below.

☑ Assets: This is the resource controlled by the 
entity as a result of the past events from which the 
economic benefit will flow. The assets are divided into 
non-current assets and current assets. A non-current 
asset is an asset that is not written off in full during 
the financial year as the expenditure for that year, 
but rather, it keeps depreciating over the period of 
its useful life. This includes computers, furniture and 
fittings, cellphones and tablets, vehicles, for example. 
The current assets form part of the working capital 
of the organisation, like bank balances and amounts 
receivable etc. 

Assets = Liabilities + Equity

Define: 
Receivables are amounts owed to the 
organisation but not yet paid across. This might 

be funding that has been promised and contracted, but 
not paid over, or credit purchases. They are seen as assets 
as they provide value (in the form of future cash).
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☑ Liabilities: These are the obligations of the 
organisation and can be either current or long-term. 
Long-term liabilities of the organisation include long-
term loans, mortgage bonds and in some instances, 
the hire purchase agreements of the organisation. 
The organisation is obligated to pay off these long-
term liabilities, for which they will have contractual 
agreements. Often they are paid off over years. 

Liabilities also form part of the working capital of 
the organisation and include, amongst other things, 
accounts payable (still to be paid in the future), VAT, 
bank overdrafts, deferred income (income received 
in advance) etc. These are examples of current 
obligations and they are typically paid with current 
assets.

Define: 
Deferred income (advance payment for goods 
and services that have not yet been delivered) is 

recorded as a liability on a company’s balance sheet. It 
becomes revenue when the goods or services are in fact 
delivered. Example, you have received the funding for a 
production, but this has been delayed because a venue 
is not available, and you are keeping the money in the 
account until the time is right to do the production. It is 
therefore recorded as a liability until such time as you 
spend the money and do the production.

☑ Equity: This component can be best described, more 
especially in the corporate world, as the net worth of 
assets that becomes available after paying all your 
debts. Put another way, it is the difference between 
the liabilities and the assets on your balance sheet. 
Keeping track of equity can help you improve your 
profit margins. It can either be negative or positive, 
but if it’s negative it means that your liabilities are 
taking precedence over your equity, so it is very 
important to monitor your liabilities. In the non-profit 
sector, it is preferable for these to be equal (since 
these organisations should by definition not be 
making a profit), although it is possible for non-profit 
organisations to build up a cash reserve, which would 
also serve as equity. 

Equity = Assets – Liabilities

In NGOs, the net assets are your organisation’s equity.

» Income Statement: This is where your income and 
expenditure are recorded and the difference between your 
income and expenditure is either profit or loss. Depending 
on the nature of your organisation, you may call these a 
surplus and/or a deficit.

☑ Income: These are funds that the organisation gets 
from different sources like donations, membership 
fees, interest received, income generated, and grants 
from the funders. The income must be allocated 
per project or per funder. Some income may be 
unallocated or discretionary income (in other words, 
the organisation can use it for any purpose).

☑ Expenses: This is where the money received has 
to be spent according to the specifications of grants, 
according to the contracts or requests of donors, 
or in line with the policies of the organisation (e.g. 
membership fees are put towards basic communication 
costs, since the funders don’t pay for this expense). 
It is also very important to ensure that the account 
allocation is correct so that there is not overspending 
in one account and underspending in another account.

»  Producing an income statement for the organisation has  
a number of benefits which are as follows:

☑ It allows funders to analyse the performance of the 
organisation.
☑ It tracks the performance of the organisation.
☑ It can be used as a tool for budgeting and 
forecasting.
☑ It can measure the success or failures associated 
with budgets.
☑ It can give an overview of the cashflow.

On the next page is an example of the statement of
comprehensive income and the statement of financial
position for a fictional Community Arts Centre, which is
registered as an NGO.

THE ACCOUNTING SYSTEM2
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Community Arts Centre
Statement of financial position for the  

year ended 31 July 2021

R R

2020 2021

Non-current assets  R690 000,00  R750 000,00 

Furniture and fittings  R315 000,00  R350 000,00 

Computer equipment  R375 000,00  R400 000,00 

Current assets  R1 860 000,00  R1 690 520,00 

Cash and cash 
equivalents  R890 000,00  R1 001 000,00 

Receivables  R970 000,00  R689 520,00 

Total assets  R2 550 000,00  R2 440 520,00 

Equity and liabilities

Equity  R385 846,00  R464 875,00 

Accumulated surplus  R385 846,00  R464 875,00 

Liabilities

Non-current liabilities  R950 000,00  R100 000,00 

Other financial 
liabilities  R950 000,00  R100 000,00 

Current liabilities  R1 214 154,00  R975 645,00 

Trade and other 
payables  R120 000,00  R55 645,00 

Other financial 
liabilities  R294 154,00  R220 000,00 

Deferred income  R800 000,00  R700 000,00 

Total equities and 
liabilities R2 550 000,00 R1 540 520,00

Community Arts Centre
Statement of comprehensive income  

for the year ended 31 July 2021

R R

2020 2021

Other income

Project income  R4 000 000,00  R3 500 000,00 

Membership fees  R8 000,00  R10 000,00 

Donations 
received  R80 000,00  R100 000,00 

Interest received  R3 500,00  R5 000,00 

Total income  R4 091 500,00  R3 615 000,00 

Expenses

Total expenses 
per project  R3 705 654,00  R3 150 125,00 

Operating 
(Deficit)/Surplus  R385 846,00  R464 875,00
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2.11 Audited 
Financial Statements
Auditing is a formal, external and independent 

review of the finances of the organisation by a registered 
professional person. Some organisations are not required 
to have an independent audit, but for many NPOs, an 
annual audit is a requirement if they are to receive funding.

Every organisation requiring an audit must have policies 
that guide its financial operations, because before the audit 
is done, the auditors will need to see these policies. These 
policies guide them in a wide scope of financial operations 
and the auditor will test whether the organisation follows 
its own policies as their guide in finance, as well as whether 
they follow the government’s regulations that exist and the 
best practice models that are accepted ways of working.
»  It is important that the organisation has an audit 

committee on its governing body to deal with and 
address any audit queries.

»  Research auditors and ensure that an auditor is appointed 
at the Annual General Meeting (AGM) of the organisation 
in preparation for the coming financial year.

»  Set the timeframes for your financial year-end and ensure 
that the audit is done within a six-month period after the 
year-end.

»  Notify the auditors about your intention to conduct an 
audit and tell them when you will be ready with your 
documentation.

»  Work on the system to ensure that all the transactions have 
been processed and that all the reconciliations are done. 
Then close the period. This is a crucial step since once 
the information has been sent to the auditors, you cannot 
change anything and everything that will be changed 
will be through the audit adjustment. It is therefore very 
important to get all your ducks in a row before the audit.

»  Speak to the auditors and ask them for the list of 
documents they will need from the organisation and 
ensure that you have everything on the list ready.

»  Send all the information to the auditors and confirm that 
they have everything they need.

»  The members of your audit team must be available to 
answer questions and send any additional information 
that the auditors may ask for.

»  Look at the audit findings that the auditors may bring 
and ensure that they don’t become findings in the next 
financial year. Work with your auditor to strengthen your 
systems and if necessary re-evaluate your financial 
policies and update these.

»  Read the audited financial statements and ask for 
explanations, if there is a need. Communicate any 
suggested amendments, if there are any. 

»  Read and understand the audit reports, as they will 
have an impact on the future decisions by all the users 
of the audited financial statements. These include 
your governing body, management team, funders and 
partners, the government authorities that require your 
compliance, and the general public who only want to 
donate to a compliant and trustworthy organisation.

»  Ideally you want to have an unqualified finding from the 
audit – in other words, the auditor found that you were 
fully compliant. A qualified finding can be problematic for 
receiving funding and it is important to work on whatever 
the findings were to correct those things which lead to 
the finding being qualified in that year.

»  Ensure that the governing body is properly apprised of 
the results of the audit report and that they know about 
any identified risks or issues in the financial management 
systems.

»  Have the chairperson and treasurer sign off the audited 
financial statements once everyone concerned feels that 
they understand the reports, and that they are satisfied 
that they are a true reflection of the current affairs of your 
organisation. 
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3.1 Funding 
Agreements 
Funding agreements will contain the purpose 

of the grant, the grant amount to be awarded to the 
organisation, the period of the grant, and the terms and 
the conditions of the grant. When all the parties agree on 
the grant, the grant/contract must be signed and kept in a 
safe place for continuous referencing to ensure that there 
is no deviation from the contract and also to ensure that 
the reports are completed timeously. This is very important 
to ensure that the grant reporting is up to standard and 
on schedule, as these also have to go through the audit 
processes.

Grant reporting is usually made up of Narrative and 
Financial reports. These reports should always refer 

back to the funding agreement.

3. Reporting to a Donor
3.2 Narrative Reports
This is a summary report that describes the 
progress made to complete all the activities 

and the specifications of the funding agreed to by all 
the parties. The report should include the achievements 
against the stated objectives and intended outcomes. It 
should also include, amongst other things, the challenges, 
adaptations and the learning curves. 

The narrative report is done to ensure accountability 
to the funder who gave funds to the organisation. It is 
also used to describe the impact of the grant on the 
organisation and/or its beneficiaries. It is therefore 
important that you are able to demonstrate the outcomes 
and the outputs of your activities, for example, the number 
of people in attendance at your events, the products 
created, the effect on the lives of the beneficiaries who 
experienced the project. The narrative report is usually 
written up by the project manager and then finalised and 
signed off by the director or CEO of the organisation, or by 
the chairperson of the governing body.

Go here for an example of  
a narrative report IMAGE BY STORYSET ON FREEPIK

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-006_Narrative-Report-template.docx
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3.3 Financial Reports 
The main functions of financial reports 
are to ensure that financial objectives are 

achieved and to provide financial information as a basis for 
accountability.

The financial report gives more detail about how the 
funds allocated to the organisation have been used 
during the running of the project and whether the funds 
have been spent according to the agreement between 
the parties. This is done in collaboration with the finance 
team and the project administrators, and it is important 
that the organisation thoroughly understands the project 
requirements. It is important that the finance department 
has functional systems in place, that the documents are 
stored safely and that they are valid as the funder reserves 
the right to audit the organisation. 

It is also important to report on the financial processes 
of your organisation, for example, timeframes, the process 
of documentation and the other financial activities that 
you have undertaken to complete the report and organise 
the financial data for the project. Financial reports will be 
signed off by the Director or CEO, and/or the treasurer of 
the organisation. 

Accountability is key. NGOs need to keep a record of 
funds received (from whatever source) and how those funds 
were applied or used. Persons responsible for keeping 
this information (the bookkeeper or accountant) have to 
account to the organisation on how the funds have been 
used. The organisation has to provide information to 
donors, its constituency, its members, its office-bearers and 
officials on how the money was used.

Ultimate internal responsibility will rest with the director 
of the organisation. This person needs to oversee that 
funds are received, recorded, banked and spent according 
to the specific objectives of the organisation. Any deviation 
from this would be their own responsibility. 

Ultimate external responsibility rests with the governing 
body or board. Common law and statutory law require 
that where an organisation receives funds from donors, 
the board has an obligation to monitor and manage the 
application of funds. This is the final test of accountability.

Go here for an example of a financial report 
See here for more information about reporting 

REPORTING TO A DONOR3

Annual Financial Statements
These are statements that present the state of affairs of the 
organisation and profits and losses at the year-end. Since 
non-profit organisations are meant to be transparent and 
accountable as they can use public funds, it is common for 
NPOs to publish their annual reports on their website. They 
are also required to provide copies of the annual financial 
statements on request and should also present these at the 
Annual General Meeting of the organisation.

Annual financial statements have to include a balance 
sheet, income sheet, statement of cash flows and 
statement of functional expenses. The financial statements 
also need to disclose the salaries of directors and key 
employees.

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Financial-report.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-003_Marketing-Report.docx
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Financial planning should be aligned to the overall strategy 
of the organisation. Ideally an organisation will have a 3-5-
year strategy at any given time, as well as a more detailed 
strategy for the coming year. However, in the reality of 
working in the NGO sector, where it may only be possible 
to secure grants for a year or for a particular project, it is 
not always possible to have a 3-5-year financial plan. It is 
key though that there is always at least a financial plan for 
the coming year.

See more about planning the strategy of  
an organisation in Toolkit: Governance 

4.1 Year Plan of Income  
and Expenditure
This is an annual planning, which lays out the 12-month 
projections for the organisation in terms of income and 
expenditure. 

It is important that the organisation is clear about the 
sources of income even though the income for some 
organisations will be subject to change; if that is the case, 
the organisation’s income should be based on well-
thought-through assumptions. This type of planning is 
important and it ensures that the financial goals can be met 
by the organisation, especially if the plan is followed to the 
core and the deviations from the plan are limited. This plan 
will help the organisation to better manage its finances for 
the year ahead.

The following can be done to ensure that your year 
planning is close to the goals of your organisation:
»  Work out how much you need for the work you intend to 

do in the year.
»  Look at what potential grants or donations you could 

receive in the year – are certain grants definite, others 
pending and some still to be applied for? Consider 
timeframes and try to estimate a reasonable and likely 
income. 

»  Learn from other organisations’ experiences.
»  Get comparative quotes and know the precise prices of 

your major expenditures.
»  Know how many employees you need and their salary 

scales.

»  Look at inflation and the other factors that may increase 
the cost of line items.

»  Work in a contingency (a discretionary amount that can 
be used to deal with changes in price) where possible.

4.2 Risk Assessment
What is risk? Risk is the possibility of an occurrence of an 
uncertain event.

It is important to do a proper assessment and a 
determination of whether the project risks outweigh the 
benefits, and then to decide on the implementation bearing 
that in mind. It is also important that the organisation does 
risk planning, with the determination to circumvent and/or 
mitigate the risks. The organisation has to ensure that there 
is a solid structure for risk mitigation, otherwise there may 
be losses if not implemented correctly.

When you assess the risks, you need to ask yourself the 
following questions:
»  What risks are you exposed to?
»  Will the risk have a high, medium or low impact, if not 

managed properly?
»  What is the probability of it happening? Is it very likely, 

likely, possible, unlikely?
»  What are you going to do to prevent it?
»  What will you do if it happens to mitigate the negative 

outcomes?
»  What will you do if it doesn’t happen?

Go here for an example of a risk management 
strategy 

4.3 Planning for Risks
A risk management strategy is a document containing  
all the possible risks, risk assessment, analysis, tolerance 
and mitigation.

»  This document should identify the risks your organisation 
is exposed to.

»  It must give you an outline of how to minimise or eliminate 
risks in your organisation.

»  The responsibility to deal with risks must be assigned to 
certain people in the organisation.

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-002_Governance.pdf
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Risk-Management.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Risk-Management.docx
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»  The organisation must also have a contingency plan.
»  The risk planning must also be communicated to 

your staff and they must be trained to prevent it from 
happening.

»  The organisation must keep monitoring itself for any 
future possible risks.

Define:
Contingency: A contingency is a future event 
or circumstance that is possible but cannot be 

predicted with certainty. It may have a negative impact on 
you or your organisation.

Contingency planning is then planning to mitigate the risk 
of this happening. For example, you back up your website 
in order to ensure that if the website were to crash or be 
hacked, it would be possible to recreate it without undue 
expense. Contingency planning in finance is budgeting  
for these potential circumstances.

An example of a template for  
risk management 

4.4 Investment  
of Excess Funds
If you are receiving a large amount of funding, which cannot 
be spent all at once, or if you have managed to build up 
some reserves from donations or income generated, 
then it may be important to invest funds that you are not 
immediately using in an interest-bearing account or an 
investment instrument.

You will need to check with your funder whether they  
are happy for you to do this, since some funders will  
not allow you to invest the money. You will also need  
to consider the risks associated with the investment. 

If you put the money into a longer-term savings account, 
then you may be able to get a better interest rate on the 
amount, but you may not have access to the money at short 
notice. Consider how soon you will need to use the money, 
whether you will be using it all at once or over a period, 
and what the risks are associated with the investment 
instrument you have chosen. It is important to work with  
a financial advisor that you trust and who comes with  
an excellent reputation.

It is not considered wise to play the stock market with 
funders’ money; however, a financial advisor may find a 

way for you to invest, where there is a balance between 
the return on investment and the ease with which you can 
access your finances.

4.5 Alignment of Financial 
Planning with Tax Status
Aligning your financial planning with tax can help your 
organisation to save money, be more tax-efficient and 
ensure that you reduce the tax of the organisation to 
the minimum. Adherence to the timeframes laid out by 
SARS is also important for tax submissions to ensure that 
the organisation prevents any penalties and interest on 
penalties that SARS may impose against the organisation 
for late submission. 

VAT (Value-added Tax) is an indirect tax on the 
consumption of goods and services in the economy.  
It is expressed as a percentage of total cost. Currently,  
VAT in South Africa is 15% on the total. 

The following is extracted and adapted from 
SARS: VAT 414 – Guide for Associations not for 

Gain and Welfare Organisations

Define: 
Consideration: The concept of “consideration” 
is one of the cornerstones of VAT. In its simplest 

form, it means anything that is received in respect of, in 
response to or for the inducement of the supply of goods 
or services. 

It is a VAT-inclusive concept, which means that any 
payment made in respect of a taxable supply includes 
an element of VAT, whether payment has been made in 
part, or in full. Normally, the consideration for a supply will 
be equal to the amount of money that is payable as the 
price charged for the supply. If the consideration is in kind 
rather than in money, then the open market value of the 
consideration should be used. 

4.5.1 Benefits Available to  
an Association not for Gain 
An association not for gain is treated much like any  
other business if it makes taxable supplies but, in addition, 
the following special provisions apply: 
»  Different activities of associations not for gain can be 

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Risk-Management.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Risk-Management.docx
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regarded as separate persons for VAT purposes; 
»  The association not for gain may be registered on the 

payments basis of accounting for VAT on supplies 
made. This assists those associations using very basic 
accounting systems; 

»  No output tax is payable on any donations received, for 
example, where a person donates money to a soccer club 
to cover the costs of new kit and footballs to be used by 
the club; 

»  The sale of any donated goods or services, or other 
manufactured goods, are exempt from VAT if the donated 
goods and services constitute at least 80% of the value  
of the supply; 

»  Certain goods imported that are forwarded free of charge 
to an association not for gain are exempt from VAT on 
importation if used exclusively for educational, religious or 
welfare purposes or for medical or scientific research. 

An association not for gain must also be formally 
established and have a written constitution, otherwise  
it is regarded as an ordinary business and will not be 
entitled to any benefits that are available to an association 
not for gain under the VAT Act. 

4.5.2 Benefits Available  
to a Welfare Organisation
In addition to the benefits available to an association not for 
gain as set out above, a welfare organisation may enjoy the 
following benefits: 
»  There are specific rules that apply to a welfare 

organisation with regard to registering for VAT. Whereas 
the normal rules for VAT registration require the supply 
of goods or services to be made for a consideration, 
this is not a requirement for a welfare organisation. If an 
organisation carries on one or more of the listed welfare 
activities and it is an approved PBO for income tax 
purposes, it can register for VAT voluntarily and deduct 
input tax in connection with the carrying on of those 
welfare activities, even if those supplies are made for no 
consideration. 

»  Generally, vendors are not permitted to deduct input 
tax in respect of any goods or services acquired for 
the purpose of supplying entertainment. A welfare 
organisation is, however, entitled to deduct input tax 
where the entertainment expenses are incurred for the 
purpose of providing entertainment, which is integral to 

the carrying on of a welfare activity. For example, the 
provision of food and accommodation to needy children 
constitutes the supply of “entertainment”. This supply is 
however also a welfare activity as contemplated in GN112. 
Input tax may therefore be deducted by the welfare 
organisation on the VAT-inclusive costs of supplying  
such entertainment. 

»  Since the soliciting of donations is an integral part of 
a welfare organisation’s enterprise activities, it will be 
allowed to deduct any VAT that it incurs in that regard to 
the extent that the donations are procured by the welfare 
organisation for purposes of carrying out its welfare 
activities. Associations not for gain that do not qualify as 
welfare organisations are not entitled to the same benefit. 

4.5.3 Benefits  
Available to a PBO 
The benefits available to a PBO will depend on whether 
the organisation is merely an “association not for gain” (in 
which case the benefits described in 4.5.1 will apply), or 
whether it qualifies as a “welfare organisation” (in which 
case the additional benefits as per 4.5.2 will also apply). 

The general relationship between an association  
not for gain, a PBO and a welfare organisation  
can be illustrated as follows: 

See Toolkit: Governance for more information 
about tax compliance and PBOs 

Association not for gain 

Public Benefit 
Organisation (PBO) 

Welfare  
Organisation

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-002_Governance.pdf
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5.1 Employment Contracts
Any organisation employing people must have a 
contractual agreement between the employer and 
employee, which is legally binding for both parties. The 
contractual terms, as well as roles and responsibilities, must 
be clearly stipulated in the contract and it must be signed 
by both parties. The terms of the contract must be in line 
with the regulations of South Africa regarding employment.

The employment contract must also contain the following:

» Duration of contract: It is important for both 
the employer and the employee to have a 
common understanding about the longevity 

of the contract. In many cases, NPOs don’t make their 
employees permanent and this is due to the nature of the 
organisations; they are dependent on funding which can 
be at risk of not being renewed. Employees in the private 
or public sector stand a good chance of being employed 
permanently.

» Working hours: These are ordinary hours 
worked by employees and the overtime, if the 
organisation caters for both, and also the days 

of the week that the employee is liable to work.

» Remuneration: The contract must have the 
salary package that the employee will get; 
the date of the payment must be outlined in 

the contract and how the deductions will be done by the 
employer.

» Disciplinary code and procedures: This 
includes the procedures that the organisation 
will follow in the event of disciplinary action 

being instituted against the employee, as well as a 
description of the company grievance procedures if the 
employee wants to complain about something. 

» Rules and regulations: When there are rules 
and regulations (for example about standards 
of behaviour, consumption of alcohol while 

working, use of organisational resources, rules about 
internet and email usage, etc.), the employer must ensure 
that the employee is aware of them. The employer is at 
liberty to add or change these rules and regulations and 
inform the employee accordingly and expect the employee 
to familiarise themselves with them.

» Safety and security: It is important that 
the organisation adheres to occupational 
health and safety rules; some organisations 

go further than this and ensure that there is insurance 
which covers the employees from injury, death and even 
kidnapping. Most organisations rely on the compensation 
fund for injury on duty (COIDA). The nature of the 
organisation also plays a role in making decisions about 
which policies to have in place, as the level of exposure to 
risk by the employees has to be measured.

» Terms and conditions: These may relate 
to performance reviews, salary reviews, staff 
loans and financial assistance.

» Change of status: It is important that the 
employer is aware of any change of status of 
the employee, like marital status, dependants, 

contact details and qualifications.

» Confidentiality: The employer must give the 
employee a list of things that will constitute a 
breach of contract. One of these aspects may 

be confidentiality clauses. This means that if confidential 
information about the organisation or its beneficiaries is 
found to have been made public by the employee, the 
employee will be held accountable and could be liable for 
disciplinary action or even firing.

You can find out more about employment 
contracts here: https://www.labourguide.co.za/

contracts-of-employments/644-the-employment-
contract-explanatory-notes 

 

5. Staff Administration

https://www.labourguide.co.za/contracts-of-employments/644-the-employment-contract-explanatory-notes
https://www.labourguide.co.za/contracts-of-employments/644-the-employment-contract-explanatory-notes
https://www.labourguide.co.za/contracts-of-employments/644-the-employment-contract-explanatory-notes
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Define: 
COIDA – Compensation for Occupational 
Injuries and Diseases Act (Act 130 of 1993) 

was implemented by government to provide for the 
payment of compensation in the event of work-related 
injuries or disease. The aim of the COID Act is to provide 
for compensation in the case of disablement caused 
by occupational injuries and diseases, sustained 
or contracted by employees in the course of their 
employment, or death resulting from such injuries and 
diseases, and to provide for matters connected therewith. 

Employers are meant to register with the Commissioner 
within seven days of employing the first employee. Forms 
for registration are available on the Department of Labour 
website. The organisation will then pay annual assessment 
fees based on the number of employees earning and 
their rate of pay. Being registered for COIDA also allows 
employers to be protected from claims against them in the 
event of accident, injury or disease.

Go here for examples of  
sample contracts 

5.2 Salary Package  
and Payments
The salary package must be clearly explained to the 
employee. Some organisations provide a dummy payslip 
when the employee signs a contract that shows the 
impact of the various deductions on the salary package. 
The employee should be able to establish the difference 
between the gross income and the net income.

»  Gross Income: This is the total salary package you 
will get either weekly, monthly or yearly, before all the 
deductions.

»  Net Income: This is the actual amount that you get in your 
bank account after all the deductions have been made on 
your weekly, monthly or yearly salary.

»  Deductions: This is anything that reduces your gross 
salary to the net salary and the deductions are usually 
the following: PAYE and UIF (standard), and where 
organisations are able to offer these, Retirement Annuity, 
Pension Fund, Provident Fund and/or Medical Aid.

5.3 Income Tax Registration 
as an Employer
It is relatively easy to register your organisation for income 
tax if your business is a Pty Ltd or NPC, since when you 
register at CIPC your documents from the CIPC come with 
the tax number. However, NPOs/PBOs also need to register 
for tax or for tax-exemption status, depending on their 
approval in terms of Section 18A. 

This is for organisations that use donations to fund some 
specifically approved public benefit activities. To register 
as an NPO/PBO with SARS, you will need the following 
documents: EI 1, a letter requesting S18A approval, recent 
financial statements, a detailed description of activities and 
a copy of founding documents. 

See Toolkit: Governance for more information  
on taxation and tax benefits 

5.4 Income Tax 
Registration of Employees
All employees are required to register themselves for income 
tax and they should provide their tax numbers along with 
the other documents (ID, proof of residence, proof of bank 
account) that the organisation may need to finalise their 
employment. If this has not been done, there are options that 
one can follow as indicated below to ensure that each person 
is registered. The employee who needs to register for the 
first time must have a valid South African ID. For registration 
they can use the SARS eFiling or the SARS MobiApp and 
follow the prompts. There is also an option to contact the 
SARS contact centre and book an appointment. This is a 
simple exercise, but is essential for tax compliance purposes.

5.5 Social Security Payments
Employers and employees are each obligated to make 
contributions to the national Unemployment Insurance Fund 
(UIF). Each are due to pay 1% of the gross monthly salary 
to SARS for this purpose. The employee’s contribution is 
withheld by the employer and then paid over with other 
employees as a lump sum. This fund gives short-term relief 
to workers who become unemployed or are unable to work 
because of maternity, adoption, parental leave or illness. 
It also provides relief to the dependants of a deceased 
contributor. UIF should only be paid for employees who are 
employed for more than 24 hours a month.

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-002_Sample-contract.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-002_Sample-contract.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-002_Governance.pdf
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As an employer, who is registered for Employee’s Tax (Pay 
as You Earn, or PAYE), you will also need to register to pay UIF 
contributions. You can register for both on SARS eFiling. 

Find out more here: https://www.sars.gov.za/types-
of-tax/pay-as-you-earn/registering/ 

Another levy that is imposed on employers is the Skills 
Development Levy or SDL. This is to encourage employers to 
use funds to develop and improve the skills of employees. 

Note: Only employers paying more than R500   000 
in salaries over a period of a year need to pay SDL. 

If you are registered as a Public Benefit Organisation (PBO) 
and are exempt from paying income tax, and you have a 
letter of exemption from the Tax Exemption Unit (TEU), you 
will not need to pay SDL.

5.6 Administration  
of Leave and Payments  
in Lieu of Leave
There are different forms of leave and often the finance 
manager is in charge of leave calculations since they are 
linked to salary payments.

Every organisation has a policy around the administration 
of leave, but even though that is the case, it is very important 
for employees to communicate their intention to take leave 
to their superior so that they can assess the need for the 
employee to take leave at that particular time. If it does not 
work for the organisation, an employer may ask an employee 
to postpone their leave to a more suitable date. Ultimately 
leave is at the discretion of the employer. For example, if 
you work in HR or Finance, you can’t take leave on payday 
or the submission date to SARS, unless there is an urgent 
need such as illness or a death in the family. In that event, 
the organisation will have to make a contingency plan to deal 
with such cases. 

» Annual leave: The number of annual leave days that one 
accumulates can be calculated in different ways (one hour for 
every 17 hours of work, 1.25 days for every month of work at  
five days a week, etc.), but generally this amounts to 21 
consecutive leave days in a year, which means 15 working  
days of leave. Generally the leave has to be stated in the 
policy of the organisation. If there is a public holiday during the 
period of annual leave, this needs to be added to the number 

of days taken. Leave should be taken by the employee within 
six months of the end of the period in question.

There may also be days when the entire organisation 
takes leave (traditionally the period between Christmas and 
New Year may be a leave period or “shutdown period” for 
an organisation in South Africa), and these would be part of 
the annual leave of all employees.

» Sick leave: You are entitled to a certain number of days 
paid sick leave, but some organisations have policies such 
as asking for a medical certificate if you take sick leave on 
Monday or Friday, or more than two days at a time. 

You are also entitled to other forms of leave, like family 
responsibility leave etc. 

Some organisations allow you to take unpaid leave. 
When you take unpaid leave, these days will get deducted 
from your salary. 

It is important to keep a record of leave days, and 
most organisations put these leave days on the pay 

slips, since leave may affect payment. 

Go here for more details about policies regarding 
leave in South Africa 

5.7 Consultants, Service 
Providers and Independent 
Contractors
It is important for any organisation to conduct a background 
check on their service providers and to get references to 
ensure that these suppliers follow all the proper business 
practices and that they are compliant. 

The organisation also has to keep a list of trustworthy 
service providers and when there is a need, contracts 
must be signed and all parties must ensure that all the 
deliverables are understood.

Clear timeframes for payments should be communicated 
in writing. Often these will be linked directly to the work 
done, so it is usual to pay for services partially upfront, 
sometimes during and partially once the service has been 
provided. In some instances, service providers may require 
full payment up front (for example, caterers who need 
to purchase all the food supplies for their work). Ensure 
though that in these cases, the payment in full is justified, 
since there is a risk attached that the service will not be 
provided.

STAFF ADMINISTRATION5

https://www.sars.gov.za/types-of-tax/pay-as-you-earn/registering/
https://www.sars.gov.za/types-of-tax/pay-as-you-earn/registering/
https://www.labourguide.co.za/most-recent/1361-annual-leave-a-comprehensive-guide
https://www.labourguide.co.za/most-recent/1361-annual-leave-a-comprehensive-guide
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Imagine going to a new place without directions, a map or 
GPS! You will either get lost or you will arrive very late if you 
ever arrive at all. A policy provides direction, and clarity of 
vision and purpose; thus a financial policy provides financial 
direction in both detail and strategy. 

A policy should be a dynamic document that is 
reviewed annually and that strives to meet the following 
broad objectives:
»  To eliminate or mitigate financial risk due to loss, mistakes 

or fraud
»  To comply with donor requirements and legislation – NPO 

Act, VAT Act, Income Tax Act
»  To align with local and global accounting norms and 

business best practices
»  To encourage good corporate governance
»  To ensure the organisation is financially sustainable
»  To preserve institutional memory whilst allowing for 

continuous improvement
»  To provide training resources for new staff 
»  To provide a means of reference to management, 

supervisors, auditors and other parties who may be 
wanting to assess whether the organisation is compliant.

A financial policy should include all the following:

6.1 Financial Roles  
and Responsibilities
»  Board or governing body, including the finance sub-

committee and the treasurer in particular
»  Director or CEO
»  Finance manager
»  Project coordinators
»  Any staff responsible for money in any way
»  Delegations of authority for decision-making and 

transactions
»  Procedures for dealing with issues around conflicts of 

interest

6.2 Financial Reporting
When the board should expect financial information to be 
presented, see the next page for an example.

6.3 Budgeting or 
Financial Planning
»  Supporting documents needed
»  Timetable for planning
»  Cash flow
»  Changes to the budget plan and how these will be 

handled
»  Budget monitoring

6.4 Purchasing  
and Payments
»  Supporting documents needed for payments
»  Principles for seeking value of purchases
»  Requisition forms
»  Payment processes
»  Duty of due diligence
»  Frequency of payments
»  Petty cash
»  Debit orders and transfers
»  Filing and safekeeping of financial documents
»  Processing transactions
»  Responsibilities of signatories
»  What to do if documents are lost

6.5 Internal  
Financial Controls
»  Finance controls when staff are absent
»  Separation of duties
»  Traceability of transactions

6.6 Income Control
»  Supporting documents needed
»  Record keeping of income
»  Equipment hire
»  Invoices
»  Receipts
»  Security of cash and cheques
»  Bad debts
»  Recording of transfers between accounts
»  Records of withdrawals and card payments

6. Financial Policies
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Tool
Financial Reporting

Document Frequency Level of Detail Responsible 
Person

Project Budget Per project
Consistent financial 
reporting categories as 
relevant to project

Project manager, finance 
manager, director

Budget Annually in December Consistent financial 
reporting categories

Finance manager and 
director

Final Budget Annually by the end of 
January

Consistent financial 
reporting categories Director

Quarterly Board Report Quarterly
Overview of income and 
expenditure and funder 
balances

Finance manager

Treasurer to check

Year-end Accounts

Year-end = end July, 
therefore:

Annually in November

(AFS within six months 
after year-end)

»  Statement of 
comprehensive income

»  Statement of financial 
position

»  Statement of changes 
in equity

»  Statement of cash flow

Finance manager, 
accounting officer and 
auditor

Treasurer to check
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6.7 Banking
»  Supporting documents needed
»  Opening and closing of bank accounts
»  List of bank accounts 
»  Bank reconciliations
»  Review of reconciliations
»  Optimal investments on surplus funds
»  No use of private bank accounts
»  Security of cheque books, bank tokens, computers and 

mobile phones or other devices used for banking

6.8 Payroll
»  Supporting documents
»  Payroll system
»  Updating of employed staff
»  Payroll checks
»  Reimbursing of work-related expenditure

6.9 Tax
»  Relevant legislation regarding tax
»  Tax-compliant invoices
»  Procedures for VAT on income
»  SARS Calendar for payments of VAT, PAYE, UIF and 

income tax

6.10 Grants and  
Restricted Funds 
»  Policies and procedures for entering contracts
»  Policies and procedures for expenditure against budget

6.11 Assets
»  Asset register check
»  Property taken off site
»  Authorisation of write-offs and disposals

6.12 Insurance
»  Annual review of risks
»  Notification of insurance losses or claims

6.13 Data Security
»  Supporting documents, data protection
»  Security of access
»  Back-up procedures

6.14 Audit
»  External auditor’s appointment
»  Audit committee’s responsibilities

6.15 Appendices
»  Users and signatories
»  Current contractors and service agreements
»  Manual for use of online banking
»  Manual for use of online accounting package
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7. Templates
Here are a number of templates for your use. You can download them here:

7.1 Fixed asset list 

7.2 Purchase order 

7.3 Travel claim form 

7.4 Expense claim form 

7.5 Petty cash requisitions 

7.6 Petty cash summary 

7.7 Trial balance 

7.8 Payslips 

7.9 Leave application form 

TEMPLATES7

IMAGE BY STORYSET ON FREEPIK

https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Fixed-asset-list.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Purchase-order.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Travel-claim-form.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Expense-claim-form.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Petty-cash-requisitions.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Petty-cash-summary.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Trial-balance.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Payslips.docx
https://www.standfoundation.org.za/wp-content/uploads/2023/02/Toolkit-005_Leave-application-form.xlsx
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The Artist’s Handbook. A Guide to the Business of the Arts 
in Africa. Found at https://www.yumpu.com/en/document/
read/7396636/the-artists-handbook-a-guide-to-the-
business-of-the-arts-in-africa

Ask Inyathelo. Online resources, articles, guides and 
reflections organised around the following themes: 
Building Relationships 
Financial Management 
Fundraising Tools 
Governance 
Human Capacity 
Leadership 
Monitoring & Evaluation 
Strategy & Planning 
Voice 
Visibility 
All found at http://askinyathelo.org.za/

Everingham G. Understanding Company Financial 
Statements (2nd Edition Siber Ink Must Know Series). 2007. 
Siber Ink.
ISBN: 9781920025168

Frank Julie & Associates: Consultants – Advisors – 
Strategists – Facilitators. A host of resources can be found 
at https://nonprofitconsultant.weebly.com/

Labour Guide (online): https://www.labourguide.co.za/
contracts-of-employments/644-the-employmentcontract-
explanatory-notes

NPO Sustainability Solutions. Online courses and 
resources. https://nposolutions.co.za/
e.g.

Financial Management for NGOs
NPO Leadership

Rhodes Business School. Videos available, e.g.
Prof Matthew Lester of the Rhodes Business School. 
The Governing Body: King IV: Introduction. https://www.
youtube.com/watch?v=Te_4XkSa3dk
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handbook-2021-digital/
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(3rd Edition). 2010. Siber Ink.
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https://nonprofitlawyer.co.za/Resources-for-Free/
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