Glossary – Money or Finance terms
Glossary
Actuals
The Income and Expenditure Statement (Profit and Loss Statement) will list YTD (Year to Date) Actuals – these are the real figures, it is the money that has come in or is due, or has been paid.  
Annual Financial Statements
The annual financial statements provides the public, and particularly council residents, funders and regulators with information about the Council’s operations and financial affairs throughout the last 12 months.  The financial statements are checked by an Independent Auditor and the report is provided to the Council.  The financial statements are then presented to the Minister and the NT Grants Commission for review.
Assets
Assets are the things the council owns, e.g. motor vehicles, buildings, footy ovals, streetlights. Current assets is cash or things that can be converted to cash in the next 12 months.  
Audit
An audit is an inspection of the financial reports of the council by an independent person called the auditor. An audit is required to be completed each financial year. The audit must be signed off by council. Council is required to have an audit committee which reviews the financial reports and monitors the internal financial controls.
Audit Committee
The Audit Committee checks that the Council is complying with the law and has the right rules in place to ensure finances are monitored and that reports to Council are provided that accurately reflect the finances and are clear.

An audit committee will check to ensure there are policies and procedures for who authorises expenditure, for bill payments (who checks council got what it paid for, who can approve payments and how much), who has authority to run payroll and ensure wages are correctly recorded and who authorises payment, who has access to the bank accounts and credit cards and what checks are in place.  These are sometimes called internal controls.

The audit committee oversees the audit process and makes sure it is independent and thorough.

The financial reports are part of this too. The audit committee helps make sure they are understood by the Council?  Do they tell the story?

The audit committee can also make recommendations to the council about monitoring finances and support the council in this role.


Balance Sheet
(Also called Statement of Financial Position)
This is a financial report that shows what the council owns (assets) minus what the council owes (debts or liabilities).  It is what is left after all the debts and liabilities are settled. It provides an indication of the overall financial position of council at a point in time.
Budget
A budget is a plan of how much the council expects to spend and receive during the year. Council must approve the annual budget before 30 June each year.
Capital Expenditure
Money spent on the purchase of capital (assets or things) such as buildings, machinery, cars.
Cash flow statement
This is a financial report that shows how much cash is coming in and going out over the reporting period. It also shows where assets have been purchased and shows if payments are made on loans and if interest is paid on money in the bank.
Current Ratio
The current ratio shows whether the organisation is likely to be able to pay its debts when they are due.  It is how many dollars we have for every dollar we owe.
The current ratio is calculated by dividing current assets (things such as cash and payments expected to come into the Council soon), by current liabilities (money owed within the next 12 months).  A good current ratio is 1.5.  Less than 1 means the Council may not be in a position to pay its debts and more than 3 means the council may not be spending money on services and infrastructure for the community.
															Current Assets
Current Ratio			=							----------------------
															Current Liabilities




Debts/Liabilities
Debts or liabilities are what the council owes such as bills for work done or wages owed and also include things like loan and lease payments that the council is required to pay and amounts that may have to be paid in the future, such as employee leave entitlements.
[bookmark: _GoBack]Current liabilities are things that you will have to pay over the next 12 months.

Depreciation 
Depreciation is when the value of something goes down over time.  For example when the value of machinery or motor vehicles is not the same as when you bought them, then it it’s value is reduced over a period of time.
Equity
Equity is the overall financial position of council at a point in time and is shown on the Balance Sheet.
Finance Committee
Councils who only meet every 2 months have a Finance Committee. The Finance Committee acts as the Council in the month between Council meetings to monitor the finances.
Financial Plan or Long Term Financial Plan
A financial plan sets out how much the Council expects to receive and what it is going to spend on business as usual and priorities over at least four years and includes major things the council will spend money on that can’t be completed in a year.
Financial year
The financial year runs for 12 months from 1 July in one year to 30 June in the next year.
Grants or Grant Funding
Monies that are provided to councils by other levels of government to enable the council to provide services and facilities to people in its area.
Income Statement or Income and Expenditure Statement 
(Also called Profit and Loss Statement)
A financial report that shows the council's income and expenditures, or whether the council is making a profit or loss for a given period.
Loss or Deficit
A deficit or loss is when you owe more money than you have.  It is when the Income and Expenditure Statement is in negative.
Profit/Surplus
A profit is when you have money in your hand.  It is when more money comes in than goes out.
Rates
Rates are fees paid by the owners of land to the council to enable the council to provide services and infrastructure. In the Northern Territory, income from rates is not high for some councils and a lot of regional and shire council’s rely on grant funding in order to provide services to their area.
Tied Funding
Tied Funding is money that has to be set aside for a particular purpose and cannot be used for anything else or put into general funds.
Trade Debtors/Creditors
Trade debtors are those who people who have used Council services and owe money to the Council. Trade creditors are tradies who have provided services to the Council and who the Council owes money to.
Variance
A variance is a difference between what was estimated in the budget and actual income or expenditure.  It is where the Council is over or under budget.  It is often expressed as a percentage against budget and so would be over or under 100%.

Realised Variance-  Many variances can be brought on track during the year – sometimes the timing is out such as income has not yet come in or a project is delayed, however when this is not the case it becomes a realised (actual) variance.
Working Capital
Working Capital is money available to keep the council going.  This means that current assets, things such as cash and payments expected to come into the Council, are greater than money owed within the next 12 months. It is another way of determining if the Council can meet its current debts.
Current Assets – Current Liabilities = Working Capital

YTD
YTD stands for Year to Date and just means the money coming in or going out up until that point in the financial year.
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