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Dear Committee  
 
 
I have completed my independent examination of the accounts and records for the Chillerton & 
Gatcombe Community Association in respect of the year ended 30th June 2022. I find that the 
accounts have been drawn up accurately and reflect the bank entries, supplier invoices and 
expenses vouchers provided. 
 
This was my second year of review but the first was mainly a ‘covid’ year with little trading. In light 
of this, I thought it a good opportunity to provide a few additional observations over and above the 
basic sign off of the accounts. 
 
My main observation is that the reported gross margin achieved by the club of 27.6% is far too low 
to support the overheads of the association. In my experience this would need to be at least 50% 
(an effective mark-up on cost of 100%). This is the norm for most retail environments and for the 
Gallybagger I have calculated that this would bring about a break-even situation when grants are 
no longer being received and refurbishment expenditure ceases. 
 
I understand from Nigel that prices have been increased during the year, but my analysis based 
on the current (August 2022) price list and wholesaler invoices suggests that the average margin 
remains at about 40 – 45%. This may still not be enough at current trading levels to avoid a loss-
making situation. I understand the argument that higher prices may put off people from visiting the 
Gallybagger and that is indeed a question for the committee to decide upon. If you are happy to 
provide a subsidised facility to the community then you may need to consider how to raise 
additional funds to plug that gap. 
 
My final observation is that there is no effective cash control of bar takings (except those taken by 
customer credit/debit card). My recommendation is that a till Z (end of day) report is run at the 
close of trading each day the Gallybagger is open and that this is reconciled to the cash in the till / 
credit card receipts. This would be the standard expected by HM Revenue & Customs in the event 
of an audit. Failing this, I would suggest again that there is a daily Z report taken and a weekly 
reconciliation to the banking. These Z reports should be retained as part of the club records. 
 
 
 
Steve Holloway – 2nd September 2022 
 
 


