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16	Charity Status  
16.3	Internal Risk Management
[bookmark: _GoBack]This policy outlines how Parley Community Pre School (the “Pre School”), a registered charity, identifies, assesses, manages, and monitors financial risks. It ensures that funds are protected, used appropriately, and aligned with the Pre School’s charitable objectives while complying with all legal and regulatory requirements. 
The objectives of this policy are to:
· Safeguard the Pre School’s funds and assets
· Prevent fraud, error, and financial mismanagement
· Ensure financial sustainability
· Maintain accurate financial records
Financial Risk
Financial risk refers to any event or action that could negatively impact the Pre School’s financial stability, resources, or ability to operate effectively.
Risks:
· Loss of income (fees, funding, grants)
· Non-payment of fees
· Misappropriation of funds
· Unauthorised transactions
Controls:
· Dual authorisation for payments
· Limited and Secure handling of cash
· Regular reconciliation of accounts
· Clear fee policies and payment terms
· Regular monitoring of outstanding fees
Poor Financial Controls
· Errors in accounting
· Lack of oversight
Controls:
· Documented financial procedures
· Monthly financial reporting
· Independent review/audit annually
Cash Flow Risk
· Inability to meet financial obligations
Controls:
· Cash flow forecasting
· Maintaining a financial reserve
· Regular budget monitoring
Compliance Risk
· Failure to comply with charity law or HMRC requirements
Controls:
· Timely submission of accounts and returns
· Keeping up to date with regulatory requirements
· Appropriate record keeping
Banking and Payments
Risks:
· Errors in payments
· Unauthorised access to bank accounts
Controls:
· Use of secure banking systems
· Limited authorised signatories
· Regular bank reconciliations
Financial Procedures
The Pre School will:
· Maintain accurate and up-to-date financial records
· Use a recognised accounting system
· Reconcile bank accounts regularly (half termly)
· Retain financial records in line with legal requirements
Risk Assessment and Monitoring
· Financial risks will be reviewed by trustees
· High-risk areas will be monitored more frequently

Incident Reporting
Any financial irregularity must be:
· Reported immediately to the Manager and Treasurer
· Investigated promptly
· Escalated to trustees
· Reported to relevant authorities if required
Reserves Policy
The Pre School will aim to maintain a financial reserve to cover at least 3–6 months of operating costs, to ensure continuity in the event of income disruption.
Training and Awareness
· Trustees and relevant staff will receive financial training where needed
· Procedures will be clearly documented and accessible
Policy Review
This policy will be reviewed annually or following:
· Financial incidents or irregularities
· Changes in legislation
· Changes in financial structure
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