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Financial management

Section two Which accounting system should your
organisation use?

Accounts can be simple or complex, and it is usually best to keep them simple.

Simple accounts are sometimes called ‘cash accounts’ or ‘receipts and payments
accounts’. This system only recognises money received or paid out when it takes
place. The basic rule is: “if it happened, write it down”.

More complex accounts are sometimes called ‘accrual accounts’ or ‘income and
expenditure accounts’. RCOs which are set up as companies, or which are charities
with an income over £100,000 (current level) have to prepare their annual accounts
on this basis (see Section ten). However, their books and records, which they keep
themselves during the year can still be kept on the more simple ‘cash account’ basis.

Accrual accounts reflect not only what happened in a period (usually one year), but

what should have happened in the period. For example, if you receive an electric bill
the day after the year-end, in accruals accounting it would be included because the

electricity was actually used before the year-end.

So, unless you like making things complicated, stick to simple cash based accounting
for your own system. This toolkit assumes this will be the choice.

© Refugee Council and Refugee Action 2008

British Refugee Council, (commonly called the Refugee Council) is a company limited by guarantee
registered in England and Wales, [No 2727514] and a registered charity, [No 1014576]. Registered
office: 240-250 Ferndale Road, London SW9 8BB, United Kingdom

Refugee Action, The Old Fire Station, 150 Waterloo Road, London SE1 8SB, UK
Refugee Action is a registered charity
Charity no. 283660

This information has been produced by the Basis Project, run in partnership by the Refugee Council and
Refugee Action, supported by the Big Lottery Fund (BIG). It is not intended to be comprehensive or to
provide legal advice. No legal responsibility is attached to the publisher. It can be reproduced free of
charge for non-commercial use, but credit must be given to the Basis Project and Refugee Council and
Refugee Action.



