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A PRACTICAL MANUAL
FOR A
SIMPLIFIED ACCOUNTING SYSTEM

by

Mamadou Kante, Patricia Perkins, John Raleigh,
Christopher Ritzert and Nelson Robinson

(The system described in this manual was concep-
tualized by Mark Matthews (Financial Management
Office, AID) and Merlyn Kettering (Development
Project Management Center, USDA/OICD) for improving
the financial ma~agement of AID projects. Tnis edi-
tion, an extensive revic.on of the initial User's
Manual for Basic Accounting System, reflects
experience gained during field testing of the initial
edition in West Africa during 1982). ’
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A. PURPOSE

The purpose of this Accounting User's Manual is to assist hoat
countries to establish and maintain adequate project accounting systems
in accordance with the minimal standards of accountability required by
both USAID and the host countries.

This does not mean that the accounting system demonstrated in this
manual must be "installed" or duplicated in USAID projects. This
system, such as it is, is simply intended as a tool for comparison.

The basie control and reporting functions illustrated herein are essen-
tial, but the specific procedures used to carry cut the functions may
vary with the country, the project and the accounting traditions or
training of the region. In approving whatever procedures are
established for USAID project accounting, the host country and the USAID
Mission must agree that their mutual needs are served.

It is our hope, therefore, that this manual will be useful for
those wishing (1) to analyze their existing systems to determine if
acceptable USAID accounting functions are in place and operating
properly, (2) to devise procedures to serve any essential control or
reporting functions that do not currently exist, and (3) to have a
basis of reference when maintaining the day-to-day accounting records
for the local cost component of a USAID project. ‘

Although the Manual is intended primarily for Implementing
Agencies, it may also be used by contractors of Implementing Agencies
whose accounting system's requirements are similar.

B. ACCOUNTING SYSTEM REQUIREMENTS

A Basic Accounting System consists of a series of operations
relating to the recording, classifying, summarizing, and reporting of
financial transactions, together with the procedures to prescribe the
manner in which the operations will be performed. The accounting
requirements are as follows:

(1) A budget for financial management purposes should be devised
and used to enable accounting data to be compared to cost estimates of
plarned activities. The budget is the beginning point and the
reference point uzed throughout the accounting period;

(2) Accounting records should provide the information needed to
adequately identify the commitments (encumbrances) and funds that are
due (donor receivables), as well as receipts and expenditures of AID
funds authorized for local costs of the project according to approved
budget categories;
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(3) Entries in the zccounting records should refer to supporting
documentation filed in such a way that it can be readily located;

(4) Accurate and current finanecial reporting information, including
periodic bank (or financial) reconciliation statements, should be
provided;

(5) It should be possible for an auditor to readily trace each
transaction from accounting remorts through available records and back
to source documents so that all funds expended can be accounted for to
determine whether project expenditures have been valid;

(6) Internal controls must be established to assure integrity,
accuracy, and usefulness of financial data.

The procedures discussed and illustrated in the Manual are not
intended to be specifically applicable to any one project. They are
intended to be sufficiently flexible to serve as a general guide so
that parts of this Manual, as applicable, might be adopted for projects
as needed. Not all detailed accounting methods and procedures are
prescribed in this Manual. For example, it does rot prescribe the type
of employment records to be maintained, nor supporting documentstion
for payroll expenditures. Such accounting records should be
established pursuant to local project requirements. It is essential,
however, that the system adopted by the Inplementing Agency meet the
same control and accountability principles for effective financial
management as specified in this User's Manual.

I1llustrations of typical forms that may be used for specific
accounting purposes have been included. These are intended only as
examples; the specific format is not significant. They should be con-
sidered only as a basis for the deveiopment of a set of forms which
provide for the specific needs in a particular project situation.

Objectives and Scope of the Proposed Systems

The purpose of the accounting control system illustrated in this
Manual, as well as that of whatever system is eventually agreed upon
for use in the project, is to assure the acceptability of the financial
management practices relating to the accounting, controlling, and
reporting on the use of AID funds. In many cases, the system
{llustrated in this manual will also accomodate other donor funds as
well. This model system has the capacity to:

(a) Provide accurate, complete and timely host country accounting
informaticn for host country managers;
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(b) Strengthen internal controls preventing misuse and waste of
donor-generated resources and ensure compliance with conditions of
project agreements;

(¢) Provide a system of financial reporting that will assist
USAID in monitoring project implementation, oversee host country
Implementing Agency cash requirements, and periodically assess
financial menagement.

Although any standard accounting system must be adapted to meet
the specific needs of the organization using it, the core system
described in the following 3ections is intended for those bilateral and
regional organizations which coordinate, formuiate and implement donor

funded projects.

C. BASIS FOR REQUIRED FINANCIAL MANAGEMENT: PROJECT
AGREEMENT, SUBSEQUENT AMENDMENTS AND PROJECT
IMPLEMENTATION LETTERS

The basis for the required financial management of a project is
defined in the Project: Agreement, which ccntains the basic specifica-
tions and conditions required for reporting and managing AID resources.
It also fixes the overall amount of the grant and allocates it accor-
dingly over the defined life of the projezt. However, the project
agreement could be significantly altered through amendments. These
mostly concern shifts in the project objectives.

It should be noted that the project agreement establishes the
allocation of funds to broad budget categories which will be accounted
for by the host country (local currency funds) and those accounted for

directly by USAID.

A more detailed budget of the local currency funds is agreed upon
annually (or more frequently) and communicated in a Project Tmplementation
Letter (PIL); from time to time, USAID and the host country may agree
to changes in the initial letter within the constraints of the original

project grant.
D. ACCOUNTING BOOKS TO BE MAINTAINED

The project must have some means of (1) recording funds received
from AID, (2) keeping track of how much of the funds have been com-
mitted to specific purchases by budget category, and (3) recording and
justifying all expenditures of USAID provided tunds. It is further
recommended that the project accounting system provide an easy way to
readily determine (1) the funds budgeted for the use of the piroject
but not yet received, (2) the amount of funds in the annual budget
available for local use by the project by category that have not yet
been committed to specific purchases, and (3) the amount of project
resources consumed in comparison to the degree that project goals have
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been accomplished. Periodic (most likely monthly) reconciliation
reports must be done to assure that the project's records agree with
those of the financial institution (bank or ministry) holding the
project's local currency funds.

The specific procedures, books, and forms used to accomplish these
functions must be agreed upon by the Mission and host country. For the
purpose of this manual three basic accounting bocks will be used to
illustrate one way of meeting minimal accounting requirements in a
manner acceptable to AID.

Accounting transactions for each project will be reflected in
three accounting books: (1) a donor receivable account, (2) an
encumbrance journal, and (3) a cash receipts and disbursements
control ledger.

While the official amount of the project grant established in the
PROAG and recorded in the donor receivable account is expressed in
dollars, the other project accounting books and reccrds are kept in
local currency.

The method of adjusting for fluctuations in exchange rates needs
to be agreed upon and adjustments to the donor receivable account made
periodically to reestablish agreement between the dollar and lozal
currency figures.

1. Donor receivable account

When a Project Agreement is approved which contains a local currency
component, a donor receivable account should be created at the project
level, which provides the following information:

1. The date of each entry;

2. A reference number for each document or check;

3. The amount authorized toth in dollars and in local currency;

4, The amount received both in dollars and in local currency;

5. The balance in both currencies.

For an illustration, sece Illustration 1 on page 6. The opening
balance of this account shoald be both the dollar and the local
currency equivalent of the amount authorized by the donor for "local
costs" throughout the life of the project (three or five years, for
example). The balance of the receivable account should be decreased

as funds are drawn from USAID. Upon receipt of the Project Agreement
the transaction is recorded as follows:



In the "Reference" colum post the following statement:
"Signed Project Agreement" and number;

In the "Amount Authorized" colums, post the total amounts in
dollars and local currency the Donor Project Agreement has
budgeted for local costs over the life of the project.

Upon receipt of an advance check from USAID, the transaction is
recorded as follows:

A reduction is made in the "Balance" colum of the donor
receivable account and the amount of the check is entered
in both dollars and local currency in the "Amount Received"
column;

The local currency amount of the advance posted to the donor
receivable account must agree with the amount posted simulta-
neously to the cash receipts and disburscinents control ledger
as a cash receipt;

The closing local currency balance will be used to plan the
cash requirements for the remainder of the project and the
fund request for the next quarter.

2. Encumbrance journal

The purpose of the encumbrance journal is to establish an on-going
record of all ord~rs, contracts, or other commitments of funds against
the project budget end to ensure that a project is not over committed.
A suggested encumbrance journal should provide the following
information:

The date of each entry;
The description of the transaction;

Two colums for references. The first would be for enter-
ing the reference number of the document supporting the en-
cumbrance, the second the check or cash voucher number
ligquidating the encumbrance;

Budget categories. Each category should have two colums,
one for the "Amount" of the entry and one for the "Balance".
See the illustration on page 7. The beginning balance of
each budget category is usually found in the first PIL;

Finally, there should be a total columm showing the amount of
every encumbrance and the total of the remaining funds unen-

cumbered.



PROJECT NUMBER: 478-0012

INTustratien 1

" PROJECT TITLE: Irrigation
DONOR RECEIVARLE ACCOUNT
) $ S $ L.C. Loc. L.Co
Date Reference Amount Amnunt Balance Amount Amnunt Balance
Authorized | Received Authorized Received
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Illustretion 2

ENCUMBRANCE JOURNAL

Project Ro: 478-0012 Project Title: Irrigation

Personnel & Office Materials Equipaent Loan Fund Training . Travel TOTAL
Date Transaction Ref. Ref. Anount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance




The "Balance" columns of the encumbrance journal initially reflect the
" annual budget amounts authorized in local currency for each budget
category in the first Project Implementation Letter (PIL). Thereafter,
each commitment of funds against the project budget is entered in the
"amount™ column of the appropriate budget category and then subtracted
from the amount previously entered in the "Balance" columns. (See
illustration 2).

3. Cash receipts and disbursements control ledger

The cash receipts and disbursements control ledger contains a
chronological listing of all deposits and checks issued, together with
information on checks as to the date of issuance, name of the payee,
and the budget category to be charged. Illustration 3 on page 9
contains the column headings used in establishing the cash receipts and
disbursements control ledger for the project illustrated in the Manual.
Initially, the column headings are based on the budget categories for
local currency expenditures contained in the approved Project Agreement.
The cash receipts and disbursements control ledger is designed to be
used for writing and posting all checks including those for the
payroll.

In addition to the normal budget categories, one column will be
left blank for other purposes to be used later. (See "Establishing a
petty cash account" in section E.13 below.

E. ACCOUNTING OPERATIONS

1. Approval of project agreement

The Project Agreement contains the budget of local cost items to
be paid by the Implementing Agency including specific categories such
as personnel, travel, tools, fertilizer, etc., to be used for
controlling project funds. (This budget, contained in Annex I of the
Project Agreement, is an authorized estimate of resources by budget
categories which the project is expected to require over its life. The
project is not assured of receiving all of these funds, s each year's
outlays are subject to legislative review and approval during the
annual congressional budget process in the United States.) Changes in
these categories require donor authorization in either a Project
Implementation Letter or an Amended Project Agreement.



Project No:

478~0012

-9

Illustration 3

CASA RECEIPTS AND DISBURSEMEKRTS CONTROL LEDGER

Project Title: 1Irrigstion
Check Personnel Materials Equipment Loan Fund Training Travel Donor Total
Date Transaction L] Refd Ref. Recpte. Dtsbur. | Amount Balance | Amount Balance | Amcunt Balance | Aacunt Balance | Amocunt Balance Amount | Balance Amount | Balance Advance | Balance
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Purpose:

(a) To establish a contractual agreement between USAID and the
host country; '

(b) Prrovide a detailed budget of authorized local expenditures
for the life of the project. (This budget is distinct from the budget
for the first year of the project which is usually included in the
first Project Implementation Letter (PIL). It is always annexed to
the Project Agreement.)

Procedure:

(a) The two parties negotiate project activities as well as an
implementation plan and the division of responsibilities.

(b) Establish the mechanisms for implementing, monitoring and
evaluating project performance.

The following pages show an example of a Project Agreement docunment,
togetner with its annexed Financial Plan. This document is of primary
importance. It needs to be wid.'ly ecirculated among project personnel,
expecially those in the accounting unit of the project for it sets the
legal boundaries within whick the project must operate financially.

2. Establishing separate project accounting bqoks and records

Purpose:

(a) To provide accountability for donor specific, project speci-
fic resources. (The funds must be separated since Project Agreement
requirements for the use of and accounting for funds may vary from
donor to donor. Requirements may also vary from project to project
even when the funds for both projects come from the same donor.)

(b) To evaluate the use of USAID provided resources.

Procedures:

(a) FEstablish a separate bank or ministry account for the USAID
donated funds for each project. :


http:implementi.ng

I1lustration

PROJECT AGREEMENT

Number: 478-0012
Title: Irrigation Project -
Date: October 5, 1980

BETWEEN The Republic of Sembia (beneficiary)
and The United States of America through the Agency for
International Development (AID)

Article I: The Agreement

This agreement establishes an understanding betwaen the above
named parties with respect to the understanding by the beneficiary of
the project described below and with respect to the financing of this

project by the interested parties.

Article II: 7The Protect

Section 2.1 Definitiog of the Project. The project fs an effort

to provide assistance to the rural agriculture sector of Sembia.

Article 1.1: Financing

3.1 The Grent. To assist the beneficiary to assume the costs
related to the execution of the project, the AID (in accordance with
the Foreign Assistance Act of 1961, as amended) agrees to provide the
beneficiary, in accordance with the terms of the present agreement, a
Grant of two million one hundred thousand dollars..

The Grant may be utilized to financé the costs of the goods and

services necessary for the project in foreign exchange, for budget

-2

categories No. 1, 2 and 3 of Annex 1, and also the local currency

" costs, for budget categories No. 4-8 of Annex I.

1 .
Article IV: Duration of the Project
It is estimated that the project will be completed by the 30th day
of November, 1985 (being a period of three years).

Article V: Execution

The Grant may be utilized to finance foreign exchange and local

cur~ency costs for the goods and services required by the project.

The execution of budget categories No. 1, Z and 3 of the project,
as contained in Annex I, will be the responsibility of USAID. Budnet
categories 4, 5, 6, 7, and 8 of the project will be the respon-
sibility of the Implementing Agency of the Government of Sembia,
which will uttlize the local currency funds made available by the’

Grant.

Taking notice of the above, the beneficiary and the United States
of America, each acting through the intermediary of its duly authorized

representative, have signed the present agreement on the above date .

mentioned.

REPUBLTC OF SEMBIA (] TES O R?

..'['[-
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IT1lustration 4
(cont.)

Annex I: Financial Plan, Project No. 478-0012
Duration 3 Years

Budget Categories US Dollar Approximate
gquivalent in
Local Currency

1. Heavy Equipmeat ' $500,000 LC 50,000,000
2. Technical Assistance 600,000 60,000,000
(expatriate)
3. Vehicies ' 250,000 25,000,000
4, Personnel 130,000 13,000,000
5. Materials - 118,000 11,800,000
6. Irrigation Equipment 250,000 - 25,000,000
7. Loan Fund 180,000 - 18,000,000
8. Training 72,000 7,200,000

$2,100,000 LC 210,000,000

*1| C" js used throughout this manual is a fabricated currency
symbol referring to a ficticious local currency with an ex-
change rate of LC100 = $1.
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(b) Establish and maintain the following accounting records for
each separate project:

° Donor receivable account
° Encumbrance journal
°© (Cash receipts and disbursements control ledger
© "COpen payable" and "closed payable" files
(e) Create column headings in the following books based on the
budget categories established in the Project Agreement (PROAG) and the
first Project Implementation Letter (PIL):

° Encumbrance journal (includes amounts)

°© (Cash receipts and disbursements control ledger

3. Recording approval of Project Agreement and the first .Project
Implementation Letter (PIL)

Purpose:

To document authorization and approval for the Implementing Agency
to incur expenditures.

Procedures:

(a) Post the signed Project Agreement to the donor receivable
account including:

° pate
¢ References

° Total amount authorized for local costs (throughout. the
life of the project) in both dollars and the local
currency equivalent.

(b) Post the first Project Implementation Letter to the
encumbrance journal, including the date, the number of the PIL in the
first "Reference" column, and the annual approved amounts (expressed
in local currency equivalents) in the "Balance" cclumns by budget

categories.
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Example

(a) The locally managed portion of the Project Agreement budget

(b)

on page 12 (items U4 througzh 8) amounts to an approved dollar
budget of $750,000 for the three year life of the project.
This is estimated at LC 75,000,000 in local currency. Both

. the dollar and local currency amounts are recorded in the

donor receivable account as indicated in table 1 on the
following page. .

The budget for the first year of the progect (from the first
Project Implementation Letter) on page 16 shows an approved
local currency budget in the amount of LC 19,500,000. The
amounts in this annual budget are posted to the encumbrance
journal (see table 2) in the "Balance" colums by budget cate-
gories and in the "Total" column as indicated on page 18.




Tahle 1

PROJECT TITLE:

Irriqgation

PROJECT NUMBER: 478-0012
DONOR RECEIVABLE ACCOUNT
$ % [3 L.C. L.C. L.C.
Date Reference Amount Amount Balance Amount Amotint Balance
Anthorized | Received Authorized Received
1981
Pro/Aar Nn,478-0012 750,000 750, 000 75,000, 000 75,000,000

Dec.1




Example of a Project Implémentation Letter (PIL)

I1luztration 5

October 30, 1980

Mr. Moussa Diop
Permanent Secretary
Ministry of Agriculture {MDA)

Subject: AID Grant Agreement No. 478-0012
Irrigation Project
Implementation Letter No. 1

Dear Moussa:

In accordance with previous discussions we have had with
you and others in the Ministry, we request that you open
a deposit account exclusively for this project.

Please provide us in writing with information as to where
the finds will be held, the account number and the name
of the individual authorized to sign checks against the
the account. This special account will operate on a
revolving fund btasis, replenishments taking place as and
when documentation described herein is prepared in sup-
port of the disbursements made.

The request for periodic advances should contain the
following statement:

wThe unuersigned hereby certifies: (1) that the
above represents the best estimate of funds needed for
expenditures to be incurred over the three~-month period,
(2) that appropriate refund or credit to the grant will
be made in the event funds are not expended, and (3)
that appropriate refund will be made in the event of
disallowance in accordance with the terms of this grant."

Outlined below is the annual budget and categories for
which this special account is to be used:

2

Budget Category Dollar LC

. Amount Amount
Personnel $42,000 LC 4,200,000
Materials 22,000 2,200,000
Irrigation Equipment 86,000 8,600,000
Loan Fund 30,000 3,000,000
Training 15,000 1 ,500,000
. Total $195,000 LC 19,500,000
Notes:

(1) Conversion of U.S. dollars to Local Currency

pased on current exchange rate of $1.00 US =
LC 100.00

(2) Budget total cannot be exceeded without an
appropriate budget amendment by AID.

We request that financial records be maintained in
accordance with sound accounting procedures adequate to
show the receipts and disbursements of funds and the
receipt of goods and services acquired. At a minimum, a
check register should be maintained that show the
issuance of checks in numerical and chronological order,
the name of the payee, a basic description of the goods
or services purchased and attribution of these purchases
to one or more of the categories shown in the budget.
All payments should be supported by vendor or contractor
invoices, evidence of competitive price comparisons to
the extent practical, and certification showing that the
goods were received and/or that the services were per-
formed. The support documentation should be retained
by MOA. AID reserves the right to review, inspect and
audit these documents and all ledgers maintained under
this account. Based on these records, we request that
MDA submit a report of disbursements to USAID at least
on a quarterly basis, or sconer if replenishments are
required, according to the following:

(a) A financial statement as shown at Anmex A which
provides information on the budget, current

_9‘[_
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I1lustration o
(cont.)

-3

disbursements and cumulative disbursement plus
certification as to the statement's accuracy
by you or your authorized representative.

(b) A reconciliation as shown at Annex B which shows
the difference between MOA's receipts and the
accounting organization's records.

Also, your attention is invited to section D. 2 (E) of
Annex 2 of the Project Agreement which points out that
any interest earned on disbursed but unutilized funds
must be refunded to the U.S. Government.®

Please confirm acceptance of this agreement by signing
below and returning the letter to me. We will provide
you with a copy for your files.

Sincerely,

WILLIAM A. JONES
AID Mission Director

MOUSSA DIOP

# This point is self explanatory, even though for reasons
of brevity the sample PROAG on Page /0 does not have
all the annexes.
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Table 2

ERCUMBRANCE JOURNAL

Project Wo: 478-0012 Project Title: Irrigstioa
Periounal & Offlce Hatcrtals Zquipmsnt Lloan Pund Trataing Travel TOTAL
Date Transsctlon Ref., Ref. Amount Balance Asount Balance Amount Balance Amount l Balance Amount Balance Amount Balance Amcaat Balance
1981
Dac.l PIL 1 4,200,000 2,209,000 8,600,000 3,000,000 1,500,000 19,500,00Q
-
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4, Request, USAID cash advance

Purpose:

To commenne orderly implementation of the project.

Procedures:

Upon receipt of the executed Project Agreement, the first Project
Implementation Letter, and assurance that conditions precedent to rirst
disbursement have been satisfied, a request for funds by budget cate-
gory should be initiated to obtain a cash advance from USAID based on
jmmediate disbursement needs. The time pericd covered by the cash
advance may vary, but it would normally be three months or less as
based on the following type of analysis which should be attached to the
Request for Advance (see illustration 6).

The "Reserve" in the annex to illustration 6 sometimes refers to
either (a) buffer funds meant to carry over wtil the next period's
advance has been approved and issued, and/or (b) contingency funds
meant to allow for unforseen expenses, and/or (c¢) allowance for infla-
tion. Local USAID Mission policy may or may not permit a reserve.
Ideally, good budgeting control would recommend that the reserve be
limited to (a) above. Allowance for inflation should rather be taken
into consideration when estimating budgetary requirements for each
category. And contingency funds should be identified as such. They
should never be considered a new "miscellaneous" budget category; their
use should always be identified with an existing budgetary category
within existing budgetary constraints.

After receipt of a Request for Advance, the USAID Mission will
issue an advance check for the amount requested if the Mission concurs
with the proposed request. It must be noted that the letter granting
the request will also show the allocation of the advance by budget

categories.
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Illustration 6

REQUEST FOR ADVANCE

December 1, 1980

Mr. William A. Jones

AID Mission Director
Embassy of the United States
of America

Dakjul, Sembia

Dear Mr. Jones:

In reference to our discussions on the Irrigation Project, I am
enclosing our anticipated expenses for the period December 1980
through February 1981 (Annex A).

It is understood that future requests for advances to the project
will be accompanied by:

(a) A financial statement which provides information on the
budget, current disbursement and cumulative disbursement ply
certification as to the statement's accuracy by an authorize
representative (Annex A).

(b) A reconciliation showing the differences between MOA's
receipts and the accounting srganization's records (Annex B
(Not. attached this first period. There can be no bank recor
ciliation wntil after project has started. This will be
attached to all subsequent advance requests.)

Sincerely,

DABY JALLOH
Imrigation Project .
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Illustration 6 (cont.)

Amex A (First period)

PIL Estimated
Budget Categories Arnuail Disbursements Ending
Budget Next Period Balance
Personnel 4,200,000 1,000,000 3,200,000
Materials 2,200,000 800,000 1,400,000
Irrigation Equip. 8,600,000 2,000,000 6,600,000
Loan Fund 3,000,000 1,100,000 1,900,000
Training 1,500,000 300,000 1,200,000
Subtotal 19,500,000 5,200,000 14,300,000
Plus Reserve# =0- |
Advance Requested 5,200,000
Annex A (Subsequent periods)
PIL
Budget Categories Annual Accumulated Estimated Ending
Budget Disbursements Disbursements Balance
Personnel 4,200,000 1,000,000 1,300,000 1,900,000
Materials 2,200,000 800,000 900,000 500,000
Irrigation Equip. 8,600,000 1,950,000 2,500,000 4,150,000
Loan Fund 3,000,000 1,100,000 1,450,000 450,000
Training 1,500,000 250,000 350,000 900,000
Subtotal 19,500,000 5,100,000 6,500,000 7,900,000
Cash on Hand 100,000
TOTAL 6,400,000
Plus Reserve# 500,000
Advance Requested 6,900,000

———

%/ See the explanation of the "Reserve" on page 19.
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I1lustration 7

Project Implementation Letter No. 2
December 9, 1981

Director of Irrigation Project
Dak jul, Sembia '

Following our phore conversation, we are pleased to concur with your
request for the creation of a Travel Budget Category. The total amount
allocated to this new category is $4,000, to be taken from the Training
Budget Category. The total annual amount allocated for Training is
therefore $11,000. The other budget categories remain unchanged:

Amount LC Amount
Personnel 42,000 1,200,000
Irrigation Equipment 22,000 2,200,000
Material 86,000 8,600,000
Loan Fund 30,000 3,000,000
Training 11,000 1,100,000
Travel 4,000 400,000

Enclosed please find a US Government check in the amount of
$52,000 (LC 5,200,000) as a first advance for the Irrigation Project,
allocated as follows:

Personnel $2,000,000

Materials 795,500

Irrigation Equipment 1,500,000

Training 160,000

Travel 95,000

TOTAL $5,200,000
Sincerely,

WILLIAM A, JONES
USAID Mission Director
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5. Adjusting budget for approved changes

The Project Director may decide that the project needs an addi-
tional budget category not included in the originzl grant agreement.
The Director may not create such a category or shirt budgeted amounts
for this purpose without the written approval of the USAID mission
(usually issued in a PIL) if USAID funds are to be used. Such a new
budget category can be created by increasing the total funds available
to the project (which is less likely and requires an amendment to the
PROAG approved in Washington) or, the funds can be shifted from another
existing category without affecting the total grant (requiring the
USAID mission approval only). If the project is able to finance the
additional budget category from some source other than AID, this of
course, does not require AID approval.

Purpose:

To provide for budgetary flexibility and to maintain an official
up-to-date record of the authorized amount of project expenditures by

budget category.
Procedure:

(a) The Project Director (or another official designated by the
Implementing Agency), with the concurrence of USAID, must issue a writ-
ten authorization to effect any change in the approved budget amounts
or budget categories. The Project Agreement, subsequent Project
Implementation letters, or some stated policy agreed to by USAID, indi-
cate the amount of budget flexibility which may be exercised by the
Implementing Agency without obtaining prior written authorization from

USAID.

(b) In the event adjustments are authorized in the annual budget,
the adjustments must be explained in a journal voucher and recorded in
the encumbrance journai with a separatr entry.

(¢) If changes in the budget establish new budget categories,
create additional colum headings in the encumbrance journal and in the

cash receipts and disbursement control ledger.

(d) Indicate budget changes on the monthly financial reports.
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Example (for an illustration, see Table 3):

The Project Director has, with the written approval of AID,
decided to create a new budget category for "Travel" using LC
400,000 from the runds previously allotted to "Training."

Register the budget change in the encumbrance journal with
following:

(a) Reference the PIL authorizing the budget change;

(b) Enter the LC 400,000 in parentheses in the "Amount" columm
under "Praining" to indicate a deduction and reduce the
"Balance" under "Training" to LC 1,100,000.

(¢) Enter LC 400,000 as an opening "Balance" under a newly
created budget heading of "Travel." (Nothing appears in
the "Amount" colum under "Travel."

(d) Since the total budget for the project has been neither
increased nor decreased, the "Total" colums are not affected.
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Tadle 3

ENCTMORANCE JOURMAL

Project No: 478-0012 Project Title: Irrigution
Personnel & Office Materials Equipment Loan Pund Training Travel TOTAL
Date Transsction Ref. Ref. Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amouat Balance
1981
Dec.1 PIL 1 4,200,000 2,200,000 8,600,000 3.690.000 1,500,000 19,500,004
Dec.8 Budget change PIL2 Jvi (400,000) 1,100,000 400,000 19,500,004
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6. Receipt of USAID advance of funds

Purpose:
To provide and record the initial cash for the prcject.

Procadure:

(a) Post voth the dollar and the local currency amounts of the
U.S. Govermment check issued by USAID to "amount received" colums of
the donor receivable account. Subtract the value of the check from the
previous dollar and local currency balances of the donor receivable
account and indicate the remaining balance of USAID funds available
under both the dollar and the local currency portion of the Project
Agreement.®* See table 4 for an illustration.

(b) Local funds must be deposited in a separate bank account and
the deposit slip returned to the accountant responsible for posting the
cash receipts and disbursements control ledger.

(¢) The advance check should be accompanied by a letter from
USAID explaining the portions of the advance to be allocated to each
budget category (see table 5). Use the local currency amounts as the
opening entries in the "Balance" colums of the cash receipts and
disbursement control ledger (or additions to existing balances after
project start up) for each budget category. Indicate the date of
posting and reference the deposit slip and the USAID check number.
Register the local currency deposit in the '"Receipts" colum and in the
"Donor Advance" and the "Total" colums of the cash receipts and
disbursement control ledger.

(d) Establish and mintain a separate file for all bank deposit
slips and maintain them in chronological sequence. This file will be
maintained by the person responsible for preparing the bank or finan-
cial reconciliation statement.

Disallowances

The implementing organization will muke periodic requests for
renlcnishment of its cash advance from USAID by submission of expen-
diture reports (drawn up from detailed supporting documentation). If,
wpon review, certain expenditures can not be justified by supporting
documentation, or are determined to be outside the specification of the
project agreement, they will be disallowed and not reimbursed by USAID.

%/ Reminder: Only the dollar amount is official.



Table 4

PROJECT TITLE: Irrigation

PROJECT NUMBER: 478-0012
DONOR_RECEIVABLE ACCOUNT
$ 3 $ L.C. L.C. L.C.
Date Reference Amount Amount Balance Amnunt Amount Baiance
' Authnrized | Received Authorized Received
1981

Pro/Aar No.478-0012 750,000 750,000 75,000,000 75,000,000
52,000 698, 000 5,200,000 69,800,000

Dec.1

Dec.9

Check Nn, 8759
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Table S

'CASH RECEIPTS AND DISBURSEMYNTS CORTROL LEDGER
(in thousands)

Project No: 478-0012 Project Title: Irrigation

Check Personnel Materials Equipment Lozn Fund Training Travel Donor Total
ODste Transaction ’ Refd Ref.| Recpts.| Distur.| Azount Balance ] Amount Balance | Asount Balance | Z=mount Balance | Arount Balance Amount | Balance Amcunt | Balance Advance | Balance
1981
Dec. 9 | USAID advance check 8759 {oio 5,200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
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The reimbursement or advance replenishment will be the amount
requested less the amount of any disallowed expenditures. The
disallowances should be noted in a log to be kept by the host country
finance ministry or budget section. The organization should work to a
resolution of the discrepancy by either further clarification of the
item with USAID or by making payment from another source of funds., If
the implementing organization repays the account from other resources,
the cash receipts and disbursement control ledger will show a receipt
and will enter the credit to the same budget category as the disputed
item. If the project uses host country funds as working capital, the
disallowed expenditure simply is not reimbursed. A log should be kept
as mentioned above and the encumbrances and disbursements will be per-
mitted to exceed the project agreement amount by the amount of the
disallowed items. In this case, the cumulative disallowances cannot
exceed the working capital from host country funds. The working
capital left at the end of the project will be the original amount
reduced by the cumulative disallowances incurred throughout the life of

the project.

7. Encumbrance of funds - issuing purchase orders, travel
auchorizations, and contracts

Purpose:

(a) To provide written authorization and approval for purchases
of goods and services, travel and other transactions requiring
encumbrance of funds;

(b) To assure availability of project funds.
Procedures:

The host. country implementing agency will:
(a) Prepare transaction documents:

° Purchase orders

° Travel Authorizations

° Travel Advances

° Contracts

° Journal vouchers for encumbrance adjustments
(b) Certify availability of funds;
(¢) Obtain authorized approvals;

(d) Issue the purchase order or other relevant document;
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(e) Post encumbrance journal;

(f) File one copy of the encumbrance document (from "d", above)
in an open payable file (and another eopy of the same document in a
permanent encumbrance support file if the project budget section is
organizationally separate from the accounting section).

Example

(1) On December 9, 1981, a purchase order is issued
in the amount of LC 200,000 for the irrigation equip-
ment.

Posting: Purchase order number 1001 is posted to the
encumbrance journal. The "Amount" column under "Equipment*®
indicates the encumbrance, and the "Balance" column indicates
the remaining amount available to be encumbered. See table 6.

(2) On December 16, 1981, a purchase order is issued in
the amount of LC 150,000 for materials.

Posting: Purchase order number 1002 is posted to the
encumbrance journal. The "Amount" colum under "Materials®
indicates the encumbrance, and the "Balance" colurm indicates
the remaining amount available to be encumbered. See table 7.

(3) On December 17, 1981, a travel authorization is issued
for LC 70,000 to Mr. Z. Andereon.

Posting: Travel authorization 4001 is posted to the
encumbrance journal. The "Amount" column under "Travel
indicates the encumbrance, and the "Balance" colum indicates
the remaining amount available to be encumbered. See table 8.

(4) On December 18, 1981, a contract for training is executed
for LC 38,000. .

Posting: Contract number 2001 in the amount of LC 38,000
S entered in the encumbrance journal similar to the
items above. See table 9.

(5) On December 28, 1981, a contract is issued in the amount of
LC12,000 for the translation of a project paper into French.

Posting: Service contract 3001 in the amount of LC 12,000 is
posted to the encumbrance journal in the "Amount" column under
"Persnnnel and Office Expenses"; then the "Balance" column in-
dicates the remainder to be encumbered. These steps are re-
peated under the "Total" colum.
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Tabdble 6

ERCIEGSRANCE JOUNHAL

Project No: 478-0012 Project Titla: Irrigstioca
Fersonnsl & Office Materials Zquipnint Logn Fund Training Travel TOTAL
Date Transaction Ref. Ref. Anount Balance Amount Balance Amount Balance A=cunt Balance Amount Balance Amount Ralance Amount Balance
1981
Dec.1 PIL 1 4,200,000 2,200,000 8,600,000 3,000.000 1.500,000 19,500,004
Dec.8 Budget change PIL2 avi (400,000) 1,100,000 400,000 19,500,004
Deec.9 Purchase order 1oel 200,000 8,400,000 200,004 19,300,004
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Table 7

ENCUFBRANCE JOURNAL

Project Mo: 478-0012 Project Title: Irrigation
. Personnel & Office Materials Zguipment Loan Fund Training Travel TOTAL
Date Transaction Raf. Ref, Amount Balance Amocunt Balance Amount Balance Ancunt Balance Asount Balance Asount Balance Asount Balanca
1981
Dec.l PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1.500,000 19,560,000
Dec.8 Budget change PIL2 v (400,000) 1.100.000 400,000 19,500,004
Dec.9 Purchase order 1001 200.000 8,400,000 200.004 19,300,004
Dec.16 Purchase order 1002 150,000 2,050,000 150.00¢ 19,150,004
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Tsble 8

ERCUMBRANCE JOURRAL

Project No: 478-0012 Project Title: Irrigation
Personnel & Office Materials Equipment Losn Fund Trataing Travel TOTAL
Date Transaction Ref. Ref. Aaount Balance Amount Balance Anount Balacce Asount Balance Ascunt Balance Amount Balance Asqunt Balsace

1981

Dac.l PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500,004
Dec.8 Budget change PIL2 Jvi (400,000) 1,100,000 400,000 19,500,004
Dec.9 Purchase order 1001 200,000 8,400,000 200,009 19,300,004
Dec.16 Purchase order 1002 150,000 2,050,000 150,00Q 19,150,004
Dec.17 Travel authorization 4001 ) 70,000 330,000 70,004 19,080,004
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Table 9

ENCUMBRANCE JOURNAL

Project Wo: 478-0012 Project Title: 1Ircigstiocn
), 1l & Office Materials Equipaent Loan Fund Training Travel TOTAL
vate Transaction Ref, Ref ., Amount Balance AmUuuL Balance Amount Balance Amount Balance Amount Balaace Amount Balance Amount Balance
1981
Dec.l rIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500, 00C
Dec.8 Budget change PIL. Jvi {400,000) 1,1€0,000 400,000 19,500,004
Dec.% Purchase order 1001 200,000 8,400,000 200,004 19,200,004
Dzc.16 Purchase order 1002 150,000 2,050,000 150,004 19,150,004
Dec.17 Travel authorization 4001 70,000 330,000 70,004 19,082,004
Dec.18 Training con:ract 2001 38,000 1,062,000 38,004 19,042,004
Dzc.28 Service contract 3001 12,000 4,188,000 12,004 19,030,004
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8. Adjustment to encumbrances

Purpose:
To make adjustments to the encumbrance journal for:

(a) ‘1lravel;
(b) Contracts; and
(e¢) Purchase orders.

Procedure:

(a) For travel, disencumber the difference between the amount
that had been encumbered by a travel authorization and the amount
actually spent on the travel. When the travel expenses voucher is
submitted the costs will be higher, lower or the same as the advance.
If lower, the traveler will be required to reimburse the account. If
higher, an additional check will be written to the traveler compen-
sating him for the cost of his travel, (the additional check plus the
advance equals the traveler's expenses). If the travel voucher equals
the advance, no adjustment is required. The total traveler costs
including cost of transportation should be compared to the amount
encumbered by the travel authorization to decide if an upward or down-
ward encumbrance adjustment-is required. A journal voucher or travel
authorization amendment would serve as the supporting document ;

(b) For service contracts where the amount initially encumbered
is greater than the amount actually expended, disencumber the unspent
amount by making a negative entry in the encumbrance journal and indi-
cating adjustment of service contract. A journal voucher would be one
means of documenting the entry or perhaps a contract amendment ;

(¢; For purchase orders where the cost of the goods received is
less than that originally encumbered, disencumber the difference bet-
ween the amount encumbered and the amount billed by entering a negative
in the same budget category and document it by a journal voucher or
purchase order amendment which refers to the original purchase order.

Note: A journal voucher is an official accounting document supporting
an entry in a journal or ledger; it is a multi-purpose document
which can be used, for example, to document the partial
encumbrance of services received under a long-term contract or
to support and explain adjustments to a journal or a ledger,
ameng other uses.
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Example

On December 28, 1981, LC 80,000 of a LC 200,000 order of
equipment from the Quality Equipment Company is cancelled. In
order to reflect this change make the following adjustment to
the encumbrance journal:

(a) Complete a numbered journal voucher explaining the
disencumbrance* and reference it as well as the original
purchase order (see illustration 8 below);

(b) Enter the LC 80,000 in parentheses in the "Amount" column undern
"Equipment". (The parentheses indicate that the amount is
either negative or a reversal of a previous transaction.);

(¢) Increase the amount now available in the "Balance" column
under "Equipment" to LC 8, 480, 000;

A
(d) Enter LC 80,000 in parentheses in the "Amount" column under
"Total" and increase the balance to LC 19,110,000 to indicate
that the total project local currency budget has LC 80,000
more available and uncommitted. (See table 10 for an example.)

#/ To disencumber = to cancel an order, is different from to
liquidate an encumbrance = to pay off an order.




J. VY. NO.

JOURNAL VOUCHER -37-
I11ustration 8 DATE
BUDGET CATEGORY oEBIT CREDIT
TOTAL
CRIPTION
maRED OY l°"‘ ~lamemoveo ov XL PCITEO BY Joare
' ! { !
i 1

1 i
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Table 10

ENCUMBRANRCE JOURNAL

Project No: 473-0012 Project Title: Irrigation
Persoanel & Office Materisls Equipaent Loan Fund Trainicg Travel TOTAL
date Transaction Raf. | Ref. Amount Balance fmoont Balance Anount Salance Amount Balance Amount _ Balance Amourt Balance Amcunt Balance
1531
Dec.i PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,560,000 19,500,004
vec.8 Budg=t change PIL2 Jvi {400,000) 1,100,000 400,000 19,500,000
Dac.9 Purchase order 1001 ck10: 200,000 5,400,000 200,004 19,300,000
Dec.i6 Purchase order 1002 ck102 150,000 2,050,000 150,00G 19,150,003
Dec.17 Tcavel authorization 4001 ’ 70,000 330,000 70,00¢ 19,080,004
Dec.18 Training coutract 2001 38,000 1,062,000 38 30Q¢ 19,042,004
Dec.23 Service contract 3001 12,000 4,188,000 12,004 19,030,004
Cac.28 Quality Equipeent Co. 1001 Jv 2 {80,000) 8,480,000 (80,000% 19,110,004
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9, FEstablishing open payable files

Purpose:

To provide a centralized record of'all goods and services that
have been encumbered but not yet completely paid for.

Supporting documentation:

The open payable file contains the following documents:

(a) Purchase orders;

(b) Vendor estimates for goods or services;
(e¢) Contracts;

(d) Travel authorizations;

(e) Journal vouchers for adjustments to original purchase order
amount ;

(f) Amended purchase orders for changes and corrections in origi-
nal terms. An amended purchase order for change in price would obviate the .
need for a journal voucher to authorize the price adjustment; '

(g) Receiving reports;
(h) Summary sheet for partial payments.

Procedures:

(a) All documents supporting entries in the encumbrance journal are
filed chronologically (or cptionally, alphabetically by vendor's name) in
order to be easily referenced when supporting documentation is required;

"~ (b) All documentation supporting unpaid bills or invoices should be
attached to the corresponding purchase order and filed in the open payable
file. The supporting documentation may include purchase orders, bills of
lading, receiving reports, bills or invoices and evidence of partial
payment. The documents remain in the open payable file until the documen-
tation packet is complete and payment has been approved. They are tnen
removed and transferred to the accounting section where payment will be
made and recorded. (The documentation packet will eventually be filed in a
closed payable file (see section 12 (c¢) below).)
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10. Receiving report of goods and services

. Purpose:

To document acceptance of delivery of goods or performance of ser-
vices, and to record quantities and condition of items received.

Procedure:

(a) Prepare a receiving report upon receipt of goods, indicating
date, vendor, quantity, description, and condition of items;

(b) For services, prepare a Memorandum of Performance of Services
to indicate satisfactory acceptance of purchased services;

(c) The transaction documents are forwarded to the accountant
maintaining the open payable file (located in either the finance ministry
or the accounting office). They are then attached to the corresponding
copy of the purchase order in the open payable file until the invoice is
received and processed for payment.

11. Processing payments

Purpose:

To provide internal control over the authorization, approval and
disbursements in payment of all claims and invoices, assuring that only
properly authorized and correct payments are processed.

Procedure:

(a) Verification of documents:

Verify that goods and services invoiced match those
actually received according to receiving reports and that those received
correspond to those ordered. If the payment is for an amount different
than the amount encumbered, an adjustment for the difference should be
posted to the amount column of the encumbrance Journal. If the actual
payment is less than the amount originally encumbered, the adjustment
should be reflected on a journal voucher and recorded in the
encumbrance journal.

Since no prior approval is required for downward adjust-
ments in encumbrances, a summary journal voucher for all such adjustments
for the month is appropriate. However, if the adjustment is upward in the
encumbrance, then the same approvals required for the initial encumbrance
document are needed for the adjusting Jjournal voucher.

(b) Preparation of payment vouchers

Prior to any disbursement. of funds, a voucher is prepared
indicating the payee of the check, describing the services performed or
goods received, the amount involved by budget category charged, and the
approval of the Project Manager.



Delivery Date:
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ITTustration 9

RECEIVING REPORT

Purchase Order #:

" Recelved from:

' Quantity : Unit
It. No. Goods/Services Received Unit: Price Amount Condition
TOTAL

Received by:
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. ) I11ustration 19
Republic of Sembia Project No.

Section

Budget Category

PAYMENT VOUCHER

Supporting Method of
No. Lescription Amount Documents Payment

Dakjul, (date)

 The Coordinator
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(i) Vouchers are numbered consecutively, beginning each month
with the number "one". The number of the month precedes
the voucher number, i.e., the fifth voucher in February is

shown as 2-5;

(ii) Affix to the voucher the purchase order, receiving copy,
and invoice or any other substantiating document;

(iii) No voucher is to be prepared without an indication by
someone in authority that the item purchased was pre-
viously encumbered and was in fact received or that the
services were in fact performed;

This is done by having the person responsible for accepting
the goods complete a receiving report, or by having the
individual responsible for receiving services prepare a
Memorandum of Performance of Service, upon receipt of the
specified goods or services. The approval may also be
indicated by having the authorized person sign the invoice
as approval for payment.

(¢) Preparation of checks

A check should be prepared and issued only when there is
proper supporting documentation. The supporting documentation includes the
payment voucher, corresponding encumbrance document, original copy of the
approved invoice stamped "paid" and the receiving report. These documents,
which until now have been kept in the open payable file, are attached to
the payment voucher and transferred to the accounting section where the
check for payment will be prepared and recorded, subject to the approval of
the project director. Ideally, all payments should be made by check;
while cash payments are permissible, bank transfers are not allowed unless
permitted in a Project Implementation Letter.

The Implementing Agency should devise a method (using either pho-
tocopies of each check, carbons, snap-out vouchers or check stubs) for
attaching the information on checks issued to their packets of supporting

documentation.

(1) The original copy of the check is signed by the authorized
officials of the Implementinr; Agency and serves as
payment to the crcditor.

(ii) One copy of the information on the check should be stapled
to the supporting documentation consisting of the purchase
order, payment vwucher, original copy of the invoice, jour-
nal voucher (if used), and receiving report. These document
packets should be maintained in a closed payable file by
check number sequence (or optionally, alphabetically by
vendor's name). Such a system provides the essential sup-
porting information for the auditing of cash disbursements.

(iii) A second copy of the information on the check may be filed
alphabetically by vendor (or optionally, in check number
sequence) in the vendor payment file,
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12. Recording payments

Purpose:

(a) To systematically summarize financial data for monthly
reporis;

(b) To provide an audit trail of all expenditures;
(¢) To have an accurate record of cash balances.
Procedure:

(a) Post the transaction to the cash receipts and disbursements
control ledger referencing the check number and the number of the
encumbrance document being liquidated.

(b) Record liquidation of encumbrance in the encumbrance journal
by posting the check number of the liquidating disbursement. See table
10 (the encumbrance journal) for an illustration of this procedure.

Any adjustments for increases in original encumbrances posted to the
encumbrance journal should reference the supporting journal voucher and
also cross-reference the check number when payment is made.

(c¢) Maintain a closed payable file. For every payment there is a
"payment package" consisting of a copy of the check with all the sup-
porting documentation attached to it. It is essential that this
"mmmtﬁm"mmamumdmcmwnmmr%@mw(waWMMﬁ-
cally by vendor's name) so that the records of the project may easily
be audited at any time. The "payment package" and supporting documents
provide the audit trail for all amounts recorded on the monthly finan-
cial report for the project.

Example
Record the following payments:

1. December 17, 1981, paid LC 120,000 to Quality
Equipment Company for three units of equip-
ment. See table 11.

2. December 20, 1981, paid LC 150,000 to Bell
Company for materials. See table 12 for an
illustration of the recorded payment in the
cash receipts and disbursementc ~ontrol ledger.

3. December 22, paid LC 20,000 to C. Baker for
replenishment of petty cash fund. See table 13
and section 13 below.

4y, December 25, paid C.M. Training Company for
training services provided. See table 1.

5. December 30, paid Anderson 25,000 for travel |
| expenses. See table 15. N




Table 11

CASE RECKIPTS AND DISSURSEMENTS CONTROL LEDGER
(1in thousands)

Project No: 478-0012 Project Title: Irrigstioca
Check Personnel Materials Eguipment Loan Fund Training Travel Donor | Totel
Dete Transacticn ’ I hll Ref.| Recpts.| Disbur.| amount Balance | Amount Balance | Amoont Balance | Amount I Balance | Amount Balance Asount l Balaoce Amount | Balance Advance | salance
1981
Dec. 9 | USAID sdvance check 81359 |o10 3,200 2,000 793.3 1,500 649.5 160 95 5,200 5,200
Dec. 17{ Quality Zquipment Co 101 |Jv2 120 120 1,380 5,080

o+
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Table 12

CASH RICEIFTS AND DISBURSIMENTS CONTEOL LEDGER
(1o thousands)

Project Title: Irrigation
Check Parsonnal Materials Zquipment Loen Fund Traicing Travael Donor Total
Cate Transsction ’ Refd Raf.! Racpts.| Disbur. | Amount Balance | Amount Balance | Amount Balance ! Amount Bslance | Aamcunt Balance Asount | Balance Amount | Balance Advaoce | Balance
1931
Dec. 9 | USAID advence chack 9789 {010 ..200 2,000 795.5 1,500 049.5 160 9% 5,200 5,200
Dec. 17} Quality Equipment Co 101 | Jv2 120 120 1,380 5,080
Dac. 20| Bell Co. 102 { ro 1002 150 150 645.5 4,930




Table 13

CASH RECRIFTS AND DISBURSEMENTS CORTEIOL LEDGER
{1a thousands)

Project No: 076-0012 Project Title: Irrigatiom

Check Personnel Materiale Equipwent ] Loan Pund Training Travel | Petty Cash a/ Doaor Total
Date Transaction ’ Ref) Ref.| Recpts.| Disbur.| Amount Balance | Amount Balance | Amount Balance | smount Balgnce | Amount Balance Aacunt | Balance| amount| Balance Advance | salance
1981
Dac. 9 | USAID advance check 8759 | 010 5,200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
Dec. 17| Quality Equipment Co 101 | Jv2 120 120 1,380 5.080
Dec. 20| Bell Co. 102 | PO 1002 150 150 645.5 4,930
Dec. 22} C. Baker 103 {av3 20 20 4,910

a/ The petty cash sccount is not a budgetary cat~gory. It is a temporary account for recording the small fund and the expenditures drawn on ft. At the time the fund is set up, the budger categories of the eventual expendituras
Te oot known. When the fund is replenished however, the past expenditures can be sorted by budget gory, bered and d. See sections 13-15 below.




Table 14

CASH RECEIPTS AND DISBURSDMENTS CONTEOL LEDCKR
(ia thousands)

Project Wo: 478-0012 Project Title: Irrigation

Check Perscaonel Materials Equipment Losn Pund Traiuning Travel Petty Cash Donor Total

Date Transaction ’ lutJ Raf.| Racpts.| Disbor.| Amount Salcnce | Amount Balance | Amount Balance | Amount Balance | Amount Balance Amscunt | Balance Amount | Balance Advance | Balance
1983

Dac. 9 | USAID advance check 3759 | o010 5,200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
Dac. 17 | Quality Equipmeat Co 10t | Iv2 120 120 1,380 5,080
Dac. 20| Bell Co. 102 { ro 1002 150 150 645.3 4,930
Dec. 221 C. Baker 10} |Jvd 20 20 4,910
Dac. 25| C.M. Training, Inc. 104 | TC 2001 38 38 122 4,872




Project No: 478~0012

——

Table 13

CASH RXCZIPTS AXD DISBURSEMXNTY CONTROL LEDCER
in thousands)

Project Title: Irrigstion
Check Personnel Materiale Equipment Loan Fund Training Travel Petty Cash Donor Total

Date Transaction 1 Refd Raf.| Recpts.| Disbur.| amount Balance | Amount Balance | Asount Balance | Amount Balance | Amount Balance Amount | Balance Amount | Balence Advance | Balance
1sst
Dec. 9 | USAID advance check 8759 | o010 5,200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
Dec. 17| Quality Equipment Co 101 {Jv2 120 120 1,380 5,080
Dec. 20| Ball Co. 102 | po 1002 150 150 645.5 4.930
Dec. 221 C. Baxer 103 JJv3 20 20 4,910
Dec. 25| C.M. Training, 1nc. 104 | TC 2001 38 . 38 122 4,872
Dec. 30| Andezson 105 | TA 4001 25 25 70 4,847

/AN
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13. Establishing a petty cash fund

Purpose:

To have a cash fund available for making payments in local
currency whenever payment by check is not practical or possible.

Procedure:

(a) The Project Director of the Implementing Agency must approve
the establishment of a petty cash fund. The approval must be in
writing and must name the custodian of the fund and the persons dele-
gated the authority to approve petty cash vouchers. Such a fund must
be maintained on an imprest basis (i.e., the total of all receipts plus
cash must always equal the fixed pre-established level of the fund) .

(b) Each Implementing Agency establishes an internal policy for
the maximum amount which can be paid from petty cash. The policy will
depend on the types and amounts of payments to be made in currency
where it is not practical to prepare the documentation usually required
for purchases.

(¢) 1Issue check to the custodian of the fund for the total amount
of the fund. The payment to establish the petty cash fund is entered
"in the cash receipts and disbursements control ledger; although this
entry requires the creation of a new colum heading, "Petty Cash," it
does not constitute a new budget category. Petty cash is considered a
temporary account and its expenditures will be eventually allocated to
the existing budget categories.

Uses of petty cash fund:

(a) Any item covered by a purchase order is not purchased with
petty cash funds unless the item is needed on an emergency basis or is
not available through established purchasing channels.

(b) When a cash payment is made from the petty cash fund, an
interim receipt or other supporting documentation, is placed in the
petty cash box. Therefore, the total of cash remaining in the box, plus
the total amount of interim receipts or invoices therein, should equal
the amount authorized in the fund at all times.

(¢) Normally, there should not be any purchases in excess of the
authorized maximum amount. Approval for any expenditure over this
amount must be obtained from the project director.

(d) Each receipt must be supported by an invoice which shows the
date of purchase, item purchased, and the cost. The reverse side of
the receipt may be used to describe several items if such is the case.
Attach each receipt to its proper invoice.
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(e) Where the receipt indicates "Object of Expenditure" enter
what was purchased including quantity. "Approved By" should be signed
by the staff person responsible for the petty cash. "Received By" is
signed by the person who will actually spend the money or make the

purchase;

(f) Each interim receipt must be reconciled in amount, date, and
item purchased with variances between cash advanced and item cost.

Example

TRRIGATICN PROJECT No. 478-0012
MEMORANDUM

TO: The Files Date: Dec. 20, 1980

FROM: Abdou Diallo -~ Project Director
SUBJECT: Opening a Petty Cash Account

It has been decided to open a petty cash fund on an imprest basis
to be fixed at twenty thousand locurrs (LC 20,000). In order
that the fund be maintained at this fixed level, the account
should be replenished periodically by an amount equal to vali-
dated expenditures.

For all petty cash expenditures, prenumbered receipts will be
filled out, and signed by both the person in charge of petty cash
and the recipient of the funds. All justifying documentation,
such as bills, receipts, authorizations for advances, ete. will
be stapled to the corresponding petty cash receipt.

rles Baker has been named the person in charge of the petty
cash fund until further not’ce.
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Illustration 11

INTERIM RECEIPT
AMOUNT LC NO.

RECEIVED OF PETTY CASH
Date

OBJECT OF EXPENDITURE

QUANTITY

APPROVED BY RECEIVED BY
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Illustration 12

PETTY CASH JOURNAL

Date

v

Description In

Out

~Balance
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(a)

(b)

(e)

Example (Opening petty cash)

On December 22, check no. 103 is written to C. Baker, the
custodian of the Petty Cash Fund. The check is recorded in
the cash receipts and Disbursements control ledger in the
"Disbursements" colum and entered as the opening "Balance"
under Petty cash. The total project funds in the bank are
reduced to LC 4,910,000.

The LC 20,000 is entered under the "In" column in the petty
cash journal, (but not yet posted to the encumbrance Jjournal
because the budget categories for the future petty cash
expenditures can not yet be known).

See table 16 for an example of the petty cash Jjournal and the
subsequent expenditures.

(a)

(b)

(c)

Example (Operating petty cash)

On December 22, the custodian of the petty cash fund advances
LC 5,000 cash to the mechanic to purchase parts for a pump.
Both the mechanic and the custodian of the fund sign an
interim receipt for LC 5,000. No entry is made in any Jour-
nal or ledger.

The mechanic returns with the parts for the pump, a receipt
for LC 2,000 and LC 3,000 change. The custodian of the fund
voids the interim receipt for LC 5,000 in the presence of the
mechanic and enters LC 2,000 under the "Out" colum in the
petty cash journal. The "Balance" is reduced to LC 18,000,
and the LC 3 790 change is returned to the cash box.

The other cash purchases in the petty cash journal are
handled in the same fashion.®

% Note:

In cases where the vendor can not provide a receipt for small
cash purchases (e.g., in the market), the custodian should
create a substitute receipt which identifies the value and
object of the expenditure. Such a receipt should clearly
indicate that it was created by a project employee, due to
the lack of a vendor receipt.
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Table 16

PETTY CASH JOURNAL

Date — Description In Out Balance
1981 -
Dec.22 § Check #103/C. Baker LC 20,000 20,000
Parts for pump/
Dec.22 King's Hardwvare ) 2,000 18,000
Plastic pipe joints/
Dec.23 | King's Hardware 6,000 12,000
Teaching supplies/
Dec.2U Diop Ltd. 2,500 9,500
Dec.25 Parttime Secretarial 3,000 6,500
Dec.31 Closed & balanced 13,500 6,500
Lec.31 Replenished, check#106 13,500 20,000
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14. Closing the books

Purpose

(a) To identify arithmetic or transcription errors and assure the
accuracy of the project records;

(b) To provide current information on the status of the project's
finances.

Procedure

(a) Draw a line under the last entries in both the encumbrance
journal and the cash receipts and disbursement control ledger. Add all
the entries in the "Amount" colums and bring down the last entry in
the "Balance" colums. The total of the "Amount" colum plus the
closing "Balance" should equal the opening balance for each budget
category. Also, the sum of the totals across all the "Amount" columms
plus the total closing project "Balance" should equal the opening total
project balance;

(b) 1In the cash receipts and disbursement control ledger, add all
the entries in the "Receipts" colum and all the entries in the '
"Disbursements" colum. The sum of the receipts less the sum of the
disbursements should equal the amount remaining in the project "Total
Balance" column;

(¢) This summing and cross checking is called "footing" the
books. It is done first to close the books. Then, done again after
the periodic adjustments to the books are made;

(d) Adjustments to the books can include replenishing the petty
cash fund (see table 21), posting bank charges (see Pages 67 & 68),
and/or a variety of documented corrections or additions.



(a) In the encumbrance journal (table 17) using the "Travel" budget

(b)

(e)

category, the sum of the entries for the month (LC 70,000 less
the deobligated LC 45,000) equals LC 25,000. The remaining
balance in Travel is LC 375,000. (LC 25,000 plus 375,000 equals
the opening balance of 400,000.)

The sum of the totals of the "Amount" colums across budget cate-
gories equals total encumbrances. ("Personnel" LC 12,000 +
"Materials" LC 150,000 + "Equipment" LC 120,000 + "Loan" LC O +
"Training” LC 38,000 + "Travel" LC 25,000 = LC 345,000.) Total
encumbrances LC 345,000 + the remaining talance LC 19,155,000
equals the opening balance of LC 19,500,000.

The same sort of procedure is used to foot the cash receipts
and disbursement control ledger, with the additional verifica-
tion that the total receipts LC 5,200,000 less the total
disbursements LC 353,000 should equal LC 4,847,000 the closing
balance for the total project local currency ccmponent.




Table 17

ENCUMBRANCE JOURNAL

h

Project Ro: 478-0012 Project Title: Irrigatiom
Persoanel & Office Mater{ials Equipment Lloan Pund Tratoing Travel TOTAL
Dere Transaction Ref. Ref. Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance
1981
[P TN PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500,009 .
Dec.8 sudget change PIL2 Jvl : (400,000) 1,100,000 400,000 19,500,004
Dec.9 Purchase order 1001 ckl01 200,000 8,400,000 200,004 19,300,004
Dec.16 Purchase order 10062 ckl102 150,000 2,050,000 150,004 :9.150,00(
Dec.1? Travel authorization 4001 ckl05 70,000 330,000 70,0043 19,080,004
Dec.!8 Training contract 200! cklC4 38,000 1,062,000 38,00Q 19,042,004
Dec.28 Service contract 3001 12,000 4,188,000 12.004 19,030,004
Dec.28 Quality Equipment Co. 1001 Jv 2 (80,000)] 8,480,000 (80,000} 19,110,004
Dec.28 Travel expensces TA 4001 Jva (45,000) 375.000| (45,000 19,155,004
12,000 4,188,000 150,000 2,050,000 120,000 8,480,000 38,000 1,062,000 25,000 375,000 | 345,000 | 19,155,009




Prolect Mo: 478-0012

Table 18

CASH RECEIPTS AND DISBURSENERTS CONTEOL LEDGER
(in thousasds)

Note:

.

The amount of total disbursements 1s cverestimated by the amount of the petty cash fund.

Project Title: Irrigation
Check Persoanel Materials Equiprment Loan Pund Traintng Travel Petty Cash Donor Total

wLe Transactiocn [ Refd Ref.| Recpts.| Disbur.| Amount Balance | Ascunt Bsiance | Amount Balaace | Asount Balence| Amount Balance Amount | Balscce Asouat | Balance Advance | Salance
1981
Dec. 9 | USAID advance check 87159 | o010 5,200 2,000 795.5 1,506 649.5 160 95 5,200 5,200
wec. 17| Qualicy Equipaent Co 101 | Jv2 120 120 1,380 5,080
Dec. 20| Bell Co. 102 | PO 1002 is0 150 645.5 4,930
Dec. 22§ C. Baker 103 |Jv3 20 20 4,910
Dec. 25] C.4. Tratning, Inc. 104 | TC 2001 38 kL] 122 4 872
Dec. 30| Anderson 105 | Jva 25 25 10 4,847
Dec.3l | Totals 5,200 353 0 2,000 150 €45.5 12) 1,380 1] 849.5 38 122 25 10 20 5,200 4,847
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15. Replenishing the petty cash fund

Purpose:

To maintain an adequate balance in the petty cash fund to meet
current needs.

Procedure:

(a) Replenish the find on an imprest basis as needed. As close"
to the end of the month as possible, prepare a payment voucher to sum-
marize by budget category all the expenditures which have been made
from the petty cash fund during the month;

(b) The woucher is then attached to a request for replenishment
of the petty cash fund equal to the month's expenditures, in order to
return the account to its fixed amount. The voucher is then processed
through the budget section to encumber funds. The amounts posted to
the encumbrance journal by each budget category are based on actual
expenditures made from petty cash;

(c) The request for petty cash replenishment is processed through
the accounting section. A check, payable to the custodian of the fund,
is drawn for the amount of the payment voucher. Cash from this check
is put in the petty cash box to replenish the fund to its authorized
fixed amount. The reimbursement check is entered in the cash receipts
and disbursements control ledger and is charged to the budget cate-

- gorlies indicated in the journal vouchers;

(d) The petty cash fund should be replenished as close to the end
of accounting period as possible in order to include the valid expen-
ditures in the period in which they occur.

Example

(a) On December 31, the custodian closes the petty cash journal
by totalling all the interim and purchase receipts and
counting the remaining cash. The sum of receipts and cash
should equal the fixed pre-established level of the petty
cash fund. (Receipts LC 13,500 plus cash LC 6,500 equals LC
20,000, the funds fixed level.)

(b) The custodian, C. Baker, prepares check no. 106 for LC 13,50(
the exact amount of justified petty cash expenditures to
replenish the fund, and return the cash box to its original
level of LC 20,000.
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(d)

Check no. 106 is recorded in the cash receipts and
disbursements control ledger. LC 13,500 is posted in the
"Disbursements" column. The amounts of the petty cash expen-
ditures are sorted according to budget category by either the
custodian of the fund, or the project accountant.

They are sorted as follows: "Equipment" LC 2,000 (parts and
pump), "Materials" LC 6,000 (pipe joints), "Training" LC
2,500 (teaching supplies), "Personnel" LC 3,000 (part-time
secretary). These amounts are recorded (with the check no.
106) under the "Amount" column for each budget category,
reducing the balances under each category. The "Balance" for
the total project becomes LC 4,833,500.

The petty cash fund retains a balance of LC 20,000.

Note:

The total project disbursements are overstated by the amount

of the petty cash fund (LC 353,000 less LC 20,0C0 equals LC 333,000
actual disbursements). And the total project balance is understated by
the amount of the petty cash fund (LC 4,847,000 plus LC 20,000 equals LC

4,867,000

actually available for the project local currency component).



Table 19

ENCUMBRANCE JOURMAL

Project No: A78-0012 ~ Project Title: Irrigation
Personnel & Office Materials Equipment Loan Fund Training Travel TOTAL
Date Transaction Ref. Ref. Asount Balance Amount Balance - Amount Balance Amount Balance Asount Balance Amount Balance Amocunt Balance
szl
Cac.d rIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500,004
Dec.8 Budget change PIL2 JVi (400,000) 1,100,000 400,000 19,500,004
Dec.9 Purchase order 1001 <k101 200,000 8,400,000 200,004 19,300,004
Dec.16 Purchase order 1002 ck102 150,000 ¢,vdv,000 150,00¢ 19,150,004
Dec.17 Travel authorizztion 4001 ckl05 70,000 330,000 70,004 19,080,004
Dec.18 Tralning contract 2001 ck104 38,000 1,062,000 38,00 19,042,004
Dec.28 Service contract 3001 12,000 4,183,000 12,004 19,030,009
Dec.28 Quality Equipment Co. 105 2 (80,000% 8,480,000 (80,000} 19,110,004
Dec.28 Travel expenses TA 4001 JIvé (45,000) 375,000 | (45,000) 19.155.00(1
Totals 12,000 4,188,000 150,000 2,050,000 120,000 8,480,000 3,000,000 38,000 1,062,000 25,000 375,000 | 345.000( 19,155,004
Dec.31 Petty cashreimbirsement Jv3 ckl106 3,000 4,185,000 6,000 2,044,000 2,000 8,478,000 2,500 1,059,500 13,3001 19,141,500
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Table 20

CASH RECEIPTS AND DISBURSEMENTS CONTEOL LEDGER
{1n thousands)

Prolect No: 478-0012 Project Title: Irrigstion
Check Personnel Materizls Zquipment Loan Fund Training Travel Perty Cash Donor Total
Date Transaction L] RefJ Ref.| Recpte.| Disbur. Amount Balance|{ Amount Balaoce | Amount Balance| Amount Balance { Amount Balance Amount | Balance Asount | Balsnce Advance | Balance
1981
Dec. 9 | USAID advance check 8759 {010 5.200 2,000 795.5 1,500 649.5 160 95 5.200 5,200
Dec. 17 | Quality Equipment Co 101 | Jv2 120 120 1,380 5,080
Dec. 20| Bell Co. 102 | Po 1002 150 150 645.5 4.930
Dec. 22| C. Baker 103 {Jv3 20 20 4.910
Dec. 25] C.M, Tralning, lnc. 104 | TC 2001 38 38 122 4,872
Dec. 30| Anderson 105 {Jvé 25 25 70 4,847
Dec.31 | Totals 5,200 353 1] 2,000 150 645.5 120 1,380 1] 649.5 38 122 25 70 20 5,200 4,847
Dec.31 | Petty cashreimbursement106({JV3 13.5 3 1,997 6 639.5 2 1,378 2.9 119.9 4,833.5
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16. Preparing bank reconciliation statement

(a) To maintain internal control and assure accuracy of financial
reports and accounting journals and ledgers;

(b) To provide a record for tracking lost checks.

Procedure:

The bank reconciliation statement should be prepared monthly by
someone who has not been involved in maintaining the cash receipts and
disbursements control ledger nor in processing vouchers for payment.

Having determined that the balance in the cash receipts and
disbursements control ledger is mathematically correct, the project
books can then be reconciled with the bank's. The following materials
will be needed: the preceding month's reconciliation, copies of check
vouchers (same information as cash receipts and disbursements control
ledger) or checkbook stubs, and the bank statement received from the
bank. (If the project's separate account is a ministry account and
therefore no periodic bank statements are available, then a similar
reconciliation can be prepared using the books of the ministry and
those of the project.) Then take these steps:

(a) There will probably be some checks from the previous month
that will have since cleared the bank. Check these off on the list of
outstanding checks shown on the preceding month's reconciliation, and
in the first section of the current reconciliation indicate those that

are still outstanding;

(b) Check off against the cash receipts and disbursements control
ledger all cancelled checks drawn during the month being reconciled.
Add the checks recorded but that have not yet cleared the bank to the
list of outstanding checks on the reconciliation. (Disregard any
checks that you may have written after the end of the month.);

(¢) Compare deposits listed on the bank statement with deposits
entered on your cash receipts and disbursements control ledger. List
in the first section of the reconciliation any deposits recorded in
your checkbooks or cash receipts and disbursements control ledger
during the month but not appearing on the bank statement. (This should
only be for deposits made on the last day(s) of the month.);

(d) 1If any errors in amounts are discovered in the preceding
steps, list them in the second scction of the reconciliation statement

as adjustments to be added or deducted;

(e) Examine the bank statement for service charges or other
adjustments to your account and enter them in the section labeled "Bank

Charges";

Previous Page Blan’
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(f) Carry out the additions and subtractions shown on the bank

reconciliation.

The adjusted balance per bank statement should equal

the adjusted balance per your cash receipts and disbursements control

ledger.

Errors made by the Bank

Occasionally, you may find that the bank has made a mistake in
your account. The follewing types of errors can occur:

* Deposit or check _€ another person posted to your account.

* Your deposit or check posted to another account.

* Deposit or check posted in the wrong amount.

* Preceding month's balance incorrectly brought forward on your
bank statement.

* Addition or subtraction incorrectly carried out on the bank
statement.

A1l errors should be reported to the bank at once.
be shown as adjustment items in the first section of your bank recon-
ciliation. When the next months bank statement is received, make sure
that any bank errors from the previous month have been corrected.

Illustration 13

They must also

National Bank of Sembia

BANK STATEMENT FOR THE MONTH ENDING 31 DECEMBER 1981

Name: Irrigation Project 478-0012

Bank Account No.: 32-163A
Date Tra:saction Withdrawals Deposits Balance
10/12/81 Deposit 5,200,000§ 5,200,000
19/12/81 Check No. 101§ 120,000 5,080,000
21/12/81 Check No. 102} 150,000 4,930,000
22/12/81 Check No. 103 20,000 4,910,000
28/12/81 Check No. 10] 38,000 4,872,000
31/12/81 Bank Charges 5,000 4,867,000




Ieble 23
) ENCUMBRARCE JOURNAL
Project ¥o: 478-0012 - Project Title: Irrigation
Perscnnel & Office Materials Zquipaent Loan Fund Tralning Travel TOTAL
Date stausaction Ref. Ref. Aaount Balance Amcant Balance Amount Balance Aoount Balance Amount Balance Amgunt Balance Azount Balanze

1981
Dec.1 PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500,004
bec.8 Budget change PIL2 Jvl (£00,000) 1,100,000 500.000 19,300,004
Dec.9 furchase order 1001 ck?91 200,010 8,400,000 200.00G 19,300,004
Dec.16 Purchase order 1002 ck102 150,000 2,050,000 150,004 19,150,004
bec.17 Travel authorlzation 4001 ckl0S 70,000 330,000 70,004 19,080,009
Pec.18 Trailning contract 2001 ck104 18,000 1,062,000 38,004 19,042,009
Dec.23 Service contract 3601 12,000 4,188,000 12,004 .9,030,00
Dec.28 Quality Equipment Co. - 1001 Jv 2 (50,0008 6,480,000 (80,000X 19,110,004
Dec.28 Travel expenses TA 4001 Jva (45,000) 375,000 ] (45,000% 19,155,604

Totals 12,000 4,188,000 150,000 2,050,000 120,000 8,480,000 3,000,000 38,000 1,062,000 25,000 375,000 345,000} 19,155,000
Dec.31 Petty cashreimburgsement Jv3 ckl06 3,000 4,185,000 6,000 2,044,000 2,000 8,478,000 2,500 1,059,500 13,500¢ 19,141,504
Dec.31 Bank charges 5,000 4,180,000 \ 5,000 | 19,136,504




Protect No: 478-0012

Tadle 23

(1n thousands)

CASH RECEIPTS AND DISSURSEMENTS CONTNOL LEDGER

b’l

Project Title: Irrigation
Check Perscnnel Materials EZquipaent loan Fund Training Travel Petty Cash Donor Total
Date Transaction ’ Refd Ref.| Recpts.| Disbur.| Amount Balance | Amount Balgnce ! Amount Balance | Amount Balance | Amount Bslance Amount | Bslance Amount | Balance Advance | Balance
1981
Dec. 9 | USAID zdvan-‘» check 8759 | 010 5,200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
Dec. 17 | Quality Equipment Co 101 | Jv2 i20 120 1,160 5,080
Dec. 2U| Bela Co. 102 | PO 10602 150 150 645.5 4,930
Dec. 22| C. Baker 103 | JV3 20 20 4,910
wuie «s| LM, Training, lac. 104 § TC 2001 38 38 122 4,872
Dec. 30| Anderson 105 | Jvé 25 25 10 4,647
Dec.3l | Totals 5,200 353 0 2,000 150 645.5 120 1,380 o 649.5 38 122 25 70 20 5,200 4,847
Dec.3l | Perty cash 106 13v3 13.5] 3 1,997 6 633.5 2| 13 2. 119.3 4,833.5
reimbursement

Dec.)! | Bank charges 5 5 1,992 4,828.9
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Table 24

ENCIMBRANCE JOURMAL

Project Ro: 478-0012 Project Title: Irrigation
Parsonnel & Office Materials Zquipment Loan Fund Traioing Travel TOTAL
Date Transaction Ref. Ref . Amocunt Balance Amount Balence I Asount Bslance Amount Balance Ascunt Balance Ascunt Balance Amount Balance
!
1981
Dec.l PIL 1 4,200,000 2,200,000 8,600,000 3,000,000 1,500,000 19,500,004
Dec.8 Budget change PIL2 Jvi (400,000) 1,100,000 400,000 19,500,004
Dec.9 Purchase order 1001 ck101 200,000 8,400,000 200,004 19,300,004
Dec.t6 Purchase ocder 1002 ck102 150,000 2,050,000 150,004 19,150,009
Dec.17 Travel authortzatton 4001 ckl10S 70,000 330,000 70,004 19,080,004
Dec.18 Training contract 2001 ck104 38,000 1,062,000 38,004 19,042,004
Dec.28 Service zontTact 3001 12,000 4,188,000 12,009 19,030,004
Dec.28 Quality Equipment Co. 1001 Jv2 (80,000) 8,480,000 (80,000) 19,110,004
Dec.28 Travel expenses TA 4001 Jva (45,000) 375,000{ (45,000% 19,155,004
Totals 12,000 4,188,000 150,000 2,050,000 120,000 8,480,000 3,000,000 38,000 1,062,000 25,000 375,000} 345,000( 19,155,004
Dec.31 Petty cashreimburseament Jv3 ckl06 3,000 4,185,000 6,000 2,044,000 2,000 8,478,000 2,500 1,059,500 13,500 | 19,141,504
Dec.3l Bank charges 5,000 4,180,000 5,000 19,136,504
Final closings 20,000 4,180,000 156,000 2,044,000 122,000 8,478,000 0 3,000,000 40,500 1,059,500 25,000 375,000] 363,500 19,136,504

)
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Table 25

CASH RECEIPTS AND DiSBURSZMEXTS CONTROL LEDCER
{in thousands)

Project Title: Irrigstion
Check i Persoanel Materisls Zquipment Logn Fund Training Travel Petty Cash Donor Total
Date Transaction ¢ Refd Ref.| Recpts.] Disbur. | Amount Balgnce | Amount Balance | Amount Balance [ Amount Balance | Amount Balance Apount | Balance Amount | Balance Advance | Balance
1981
Dec. 9 | USAID advaace check 8759 | 010 5.200 2,000 795.5 1,500 649.5 160 95 5,200 5,200
Dec. 17| Quality Equipment Co 101 | Jv2 120 120 1,380 5,080
Dec. 20| Bell Co. 102 | ro 1002 150 150 645.5 4,930
Dec. 22| C. Baker o3 |Jv3 20 20 4,910
Dec. 25| C.M. Traintng, Inc. 104 | TC 2001 38 38 122 4,872
Dec. 30| Anderson 105 | Jvé 25 25 70 4,847
Dec.31 | Totals 5,200 353 0 2,000 150 645.5 120 1,380 o 649.5 38 122 25 70 20 5,200 4,847
Dec.31 | Petty cosh 106 |Jv3 13.5] 3 1,997 6| e 2| 1,18 2.0 1.4 4,833.5
reimbursement

Dec.31 | Bank chacges 5 H 1,992 4,828.%
Dec.31 | Monthly closings 5,200 371.5 8 1,992 156 639.5 122 1,378 0 649.5 40. 9 119.% 25 70 20 5,200 4,828.9
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Table 26

BANK RECONCILIATION

as of
December 31,
BALANCE PER BANK (or Ministry)
- Less: Outstanding Checks

. No. 105 30/12
. No. 106 31/12

1
2
3
4
5.

Add Deposits in Transit

1.
2. +

Reconciled Balance Per Bank
or Ministry

BALANCE PER BOOKS
Less: Bank Charges
Recenciled Balance Per BOOKS

1981

25,000
13,500

38,500

4,867,000

4,828,500

4,828,500




~T2-

17. Preparing monthly financial reports

Purpose:

Good financial procedures require that management be furnished
with periodic detailed reports containing current information to
accurately reflect the project's financial condition and program per-
formance. The reports should be accurate and ccmplete and, when
necessary, should be accompanied by a narrative statement.

Project management reviews the reports to ensure that operations
have been properly reflected. They also determine whether there is a
proper balance between the costs incurred to date and the amount of
work accomplished, as well as, whether the balance of funds and other
resources remaining are commensurate with the amount of work yet to be
accamplished.

Reports are the means by which the results of financial operations
are summarized for the project management of the Implementing Agency
a.d USAID. The following standards apply in the preparation of these
reports:

(a) 1Internal reports are developed to meet the needs of project
mnagenent. This might include, though not be limited to, a report
showing project budget vs. encumbrances or expenditures, and a recon-
ciliation of accounts;

(b) Reports should be accurate and tiamely;
(e) Financial data in each report should be taken directly from

accounting records and should be easily traceable from the report,
through the system, to the source documents.

Sample Types of Reports Prepared:

Status of Encumbrances. (Page T4)
Status of Disbursements. (Page 76)
Project Status Report. (Page 78)
Reconciliation of Accounts. (Page 80)




Procedure:

(a) Add totals of the footed colums in journals and ledgers;

(b) Post summary totals from project journals and ledgers to

monthly financial reports;

(¢) The person who prepares the report certifies that amounts

reported are true and correct;

(d) The Project Director of the Implementing Agency also cer-
tifie;s that the monthly financial report is true and correct to the

best of his knowledge.

(a) Status of encumbrances

The data for the Status of encumbrances report is obtained from

the following sources:

Data element

Budget
Category

Annual
Budget

Previously Accumulated
Encumbrances

Current Period
Encumbrances

Cumulative
Encumbrances

Unencumbered
Balance

Source

Project Agreament, Project
Implementation Letter, or Amended
Project Agreement.

Project Implementation Letter

Encumbrance Journal or previous

Status of encumbrances

Encumbrance Journal

Total of colums entitled

"Praviously Accumulated
Encumbrances" and "Curren: Period

Encumbrances"®

"Budget" less "Cumulative
Encumbrances"
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Table 27 Project Title: Irrigation
STATUS OF ENCUMBRANCES
(as of 31 December 1981)
(a) (b) (c) (d) (e)
LC annual Previously Current LC LC
Budaet cateaory budget accumulated period cumulative unencumbered
encumbrances encumbrances encumbrances balance
(b + ¢) (a - d)
Personnel and office expenses 4,200, 004 20,000 20,000 4,180, 00C
Materials 2,200, 000 156,000 156,000 2,044,00q
Equiment 8,600, 00 122,000 122,000 8,478,000¢
Loan Fund 3,000, 004 -0- ~0- 3,000, 00Q
Travel 400, 000 25,000 25,000 375,000
Training 1,100, 00G 40,500 40,500 1,059, 500
TOTAL 19,500, 00C 363, 500 363, 500 19,136, 500

Prepared by:

Approved by:
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(b) Status of disbursements report

The data for the Status of disbursements report is obtained from
the following sources:

Data Element - Source

Budget Project Agreement, Pr'oject'

Category Implementation Letter, or Amended
Project Agreement.

Annual Project Implementation Letter

Budget

Cumulative ‘Status of Encumbrance's Report

Encumbrances

Previously Accumulated Prior periods' cumulative

Disbursements disbursements derived from
the Cash Receipts and
Disbursements Control Ledger

This period The totals of the “Amount" colums

Disbursements for each budget category in the
Cash Receipts and Disbursuments
Control Ledger

Cumulative Total of "Previously Accumulated
Disbursements Disbursements" and "This

Period Disbursements"
Unliquidated "Cunulative Encumbrances"
Encumbrances less "Cumulative Disburse-

ments"
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Table 28
Project Number: 478-0012 Project Title: Irrigation
STATUS OF DISBURSEMENTS*
(as of 31 December 1981)
(a) (b) (c) (d) (e) (f)
LC annual Cumulative Previously This Cumulative Unliquidated
Budget cateqory budqet encumbrances accumulated period disbursements | encumbrances
disbursements disbursements (e + d) (b - e)
Personnel & office 4,200, 00 20,000 8,000 8,000 12,000
Materials 2,200,000 156,000 156,000 156,000 -0-
Equipment 8, 600, 00( 122,000 122,000 122,000 -0-
Lean Fund 3,000, 00C -0- -0- -0- -0-
Travel 400, 00( 25, 004 25,000 25,000 -0~
Training 1,100, 00( 40, 50( 40,500 40, 500 -0-
TOTAL 19,500, 00G 363, 500 351,500 351,500 12,000

Prepared by:

Approved by:

*/ Disbursements are off from the cash receipts and disbursements control ledaer by the sum of the petty cash.




(c) Project status report

The data for the Project Status Report is obtained from the
following sources:

Date Elements

Budget
Category

Annual
Budget

Cumulative
Encumbrances

Cumulative
Disbursements

Accruals

Cumulative Value
of Goods and Services
Received

Percent Budget
Encumbered

Percent Budget for
which Goods and
Services Have Been
Received

Source
Project Agreement, Project
Implementation Letter, or
Amended Project Agreement.

Project Implementation Letter
Status of Encumbrance's Report
Status of Disbursements Reports

See Appendix III, p. 57

Add "Cumulative Disburse-
nents" and "Accruals®

"Cumulative Encumbrances"
divided by "Annual Budget,"
multiplied by 100

"Cumulative Accrued Expenditures"
divided by "Annual Budget,"
multiplied by 100
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Table 29

Project Number: Project Title: Irrigation
PROJECT STATUS REPORT
(as of 31 December 1981)
(a) (b) (c) (d) (e) (f) (g)
LC annual Cumulative Cunmulative Accrual s%# Cumulative Per cent Per cent
Budget category budget encumbrances disbursements® value of goods | budget enc budget for
& services recd bered goods rec'd
(c + d) (b : a) (e : a)
Personnel & office 4, 200,00 20,000 8,000 1,000 9,000 .u8 .21
Materials 2,200,000 156,700 156,000 156,000 T.1 7.1
Equipment 8,600, 00( 122,000 122,000 122,000 1.4 1.4
Loan Fund 3, 000,004 -0- -0~ ~0- -0-
Travel 400, 00 25,000 25,000 25,000 6.3 6.3
Training 1, 100, 00d 40, 500 10,500 40,500 3.7 3.7
TOTAL 19,500, 0d 363, 500 351,500 1,000 352,500 1.86 1.81
Prepared by: Approved by:

#/ Disbursements are off from the cash receipts and

_E®/ For an explanation of accruals, see appendix II.

disbursements control ledger by the sum of the petty cash.

_8L_
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The data for the Reconciliation of Accounts report is obtained

from the following sources:

Data Elements

Source

Donor Receivable Balance in Donor Receivable

Cash in the Bank Final balance from the Cash
Receipts and Disbursements Control
Ledger after monthly closing and

bank

reconciliation

Disbursements Total of the "Amounts" columns for

each
and
less

category in the Cash Receipts
Disbursements Control Ledger
the petty cash fund

Grant Amount Total amount of "Local
Project Cost" in the
Project Agreement

Petty Cash Balance in the "Petty Cash" column
in the Cash Receipts and
Disbursement Control Ledger

(@) Reconciliation of Accounts

A Reconciliation of Account Statement for each project is prepared
on a monthly basis and submitted to the USAID Mission Controller. This

report presents information as to the

status of the project funds ori-

ginally made available, as well as data as to the amounts which have

actually been received, the amounts ex
project bank account.

pended, anc the cash balance in the

Agreement is for a grant of $750,
currency (LC T5,000,000). The to

should be the difference between

recorded in the cash receipts and

to petty cash fund = LC 371,500.
in the project bank account is LC

You will note that the cash

grant.

Example
In the illustrated monthly report in Table 30 the Project

000 which is converted to local
tal of cash advances received

from USAID in local currency equivalent is LC 5,200,000, which

the original amount of the

grant, LC 75,000,000, and the current stated balance in donor
receivable of LC 69,800,000. The disbursements to date as

disbursements control ledger

amount to LC 351,500 actual expenditures plus LC 20,000 advance

The balance of cash on deposit
4,828,500,

on hand plus petty cash LC 20,000,

plus the donor receivable, plus the disbursements (excluding the
petty cash fund) always equals the amount of the original approved
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Table 30

w

Project No. 47812

RECONCILIATION OF ACCOUNTS

Donor Receivable 69,800,9_(&[ EGrant Amount 75,000,000
Disbursements 351,500 F
i Cash on Hand 4,828,500

75,000,000 TOTAL 75,000,000 §

[

Prepared By: 4 Approved By:
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18. Interest earned on AID-generated resources

Purpose:

To cumply with AID‘s policy requiring the return of interest
earned on grant funds advanced to a: implementing organization.

Procedure:

(a) After the monthly bank reconciliation is completed, interest
earned during the period is a reconciiing item to be added to the book
balance contained in the cash receipts and disbursement control ledger;

(b) Add the interest earned to the cash receipts and disbursement
control ledgei as a receipt and distrihute to a non reportable,
miscellaneous or interest earned (budget type) category. The cash
balance should also ve increased accordingly;

(¢) A check should be drawn to the order of USAID and be entered
in the cash receipts and disbursement control ledger and distributed to
the same miscellaneous or interest earned category reducing the
category's activity to a net 0 for the period;

(d) The check should be properly signed by the authorized person-
nel and forwarded to USAID;

It should be noted that the interest close-cut procadure noted
above could be done less frequently than monthly to correspond to
periodic reporting requirements. The entries as described above would

. look as follows in the cash receipts and disbursement control ledger.

Cash Receipts & Disbursements Control Ledger

"Bate | Payee | Chock | Receipts | Disburse- j —- - | Misc. | Advance | Balanc

No. ments
10,550
7871 Int. 400 (400) 10,450
82 Earned

1/8/ | USAIL ] #4563 400 oo 70,550
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Aprendix I

INTERNAL CONTROL

The project management of each Implementing Agency is responsible
for developing and implementing a system of internal control which
will: (a) safeguard the assets of the project; (b) check the accuracy
and reliability of accounting data; (c) promote operational efficiency;
and (d) encourage adherence to prescribed managerial policies.

. it is mportant for each Agency to observe the following fundamen-
tal requirements in establishing an effective system of internal
control:

# A clear-cut organizational plan which provides for definite
placement of responsibility and for specific lines of authority

# Division of duties between authorization, record-keeping and
custody of assets so that the activities of one employee act as
a chieck on those of another;

# Use of forms, documents, and procedures which facilitate
control and provide for proper approvals;

% Pprovision for testing for compliance with policies and proce-
dures, particularly those relating to transactions reflected in

the books and the reports;
® Written statement of' project policies and procedures.

The extent to which the above requirements may be expected to
exist is related to the size of the project. The complete separation
of functions is not feasible in an organization with a small number of
employees. Even in small organizations, however, a high degree of
effective internal control may be obtained by the proper plan of orga-
nization and division of du-ies. For example, no individual should be
campletely responsible for initiating an order, receiving the goods and
services, approving the payment, and also signing the check for the
same transaction. If one person does have authority to approve an
order and to approve the invoice, then another authorized official

should sign the check.
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Appendix IT
APPLICATION C* ACCRUAL ACCOUNTING

The ob_ective of accrual accounting is to recognize all financial
activity in the period in which it occurs. For example, goods or services
received or perfrmed in one accounting period (e.g. a month) and not paid
until a future priod would be considered an erpense "aceruing" to the project
in that earlier piriod whether or not an invoice had been received. The total
of aceruals plus ‘'mulative disbursements would present a status of project
implementation that is more accurate than only cumulative disbursements
because payments generally come after the receipt of goods and performance of

services.

One way of checking for accruals is by analyzing the open payables
file. Any emcumbrance document with a corresponding receiving report would be
considered an accrual. In addition, one should analyze the closed payables
file and/or cash disbursements for that part of the subsequent month prior to
the date of preparing the mor®hly reports, for any payments made for goods
received or services performed during the previous montn.

If the project incurs an accrued expense but the exast amount is not
known as of the close of the reporting period then the amount should be esti-
mated, if it is considered to be significant.

- Example of an accrual

The project status report (table 29) indicates an accerued cost of

LC 1,000 in the category "Personnel & office”, This amemt was deter-
mined by reviewing the open payables file. In the file supporting the
December 28, 1981 service contract for translating there is an invoice
for partial services rendered prior to December 31, 1981 along with a
copy of the translated document. This s the only accrual reported for
the month of December 1981.

If it is discovered that an accrued expense has been incurred without
previously being encumbered, then an encumbrance document should be prepared
and a corresponding entry made in the encumbrance journal before the accrual
is recorded on the monthly reports. This is because the total of accruals
plus cumulative disbursements should not exceed the encumbered portion of the
budget.
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Appendix III

PROPERTY RECORDS

Implementing Agencies are responsible for maintaining adequate
control over property purchased.
established for each item of equipment. The property record should
contain the following information:

&

%

Description

Date aocquired

Purchased or contributed
Cost

Property number
Location

Person résponsible

Date of last inventory.

A property card record should be

A physical inventory should be taken once a year to verify equip-
ment balances.
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Appendix IV
ACCOUNTING FOR LOAN FUNDS OR REVOLVING CREDIT FUNDS

Loan funds or revolving credit funds are popular project design
techniques to provide small amounts of credit to farmers or other
Sahelian target groups. The establishment of such a fund will be con-
sidered a disbursement on the major or primary accounting system and
the credit or loen fund will have its own system to be employed by the
entity tracking the fund's utilization. Similar to any other request,
the project budget office would review a request for the establishment
of the revolving credit fund for validity and availability of funds
under the appropriate budget category. After encumbering the funds,
the requesting document, with the required availability of fimds appro-
val, would be forwarded to the accounting section for review, check
issuance and recording in the Cash Receipts and Disbursement Control
Ledger. The fund is now ready for opening and establishing its
accounting records. The check is transmitted to the appropriate custo-
dians of the fund or deposited directly into the fund's bank account.
Upon deposit, the deposit slip would be the document from which the
fund's accountant can open a cash account and a loan equity account.
Assuming a $500 fund, the entry would look as follows:

CASH LOAN EQUITY (Amount of Funds)

Date | Increases | Decreases | Balance

Date | Decreases | Increases | Balance

1981
1373

_ 1981
500 500 1373 500 500
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The cash account should have a simple check register or other book
that functions similar to the Cash Receipts and Disbursements Control

Ledger.

As monies are released to parties requesting credit, cash is
decreased and a loan receivable account is established. The loan
receivable account should have subsidiary records for each individual
who has received funds. Assuming two loans of 100 dollars and 50
dollars to Mr. X and Mr. Y respectively the accounts and subsidiary

records would look as follows:

CASH LOAN EQUITY
i Date | Increases | Decreases { Balance Date | Decreases | Increases { Balance
_u‘%gl_ 1981
13/3 500 500 13/3/ 500 500
15/3 100 400
17/3 50 350
LOAN RECELVABLE
Date | Tnereases | Decreases | Balance
1981 i
1473 100 . 100
17/3 5 150
mo x : . MR. Y
Date | Loan or Repaymentq Balance Date Loan or Repayments Balance
Interest Interest
1981 1981
573 7/3 50 l 50

100 i 100
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As time lapses interest will accrue. Some countries include the
interest at the time of loan. In the case shown below, interest is
recognized as being owed by the debtor to the loan fund at specific
intervals and an interest receivable entry on the records is made and
the loan equity is increased accordingly. The subsidiary loan records
are adjusted to reflect the interest that has acecrued.

CASH LOAN EQUITY
Date | Increases i Decreases | Balance Date | Decreases | Increases | Balance
1981 1981
1373 500 500 1373/ 500 500
1573 100 400 21/12 10 510
1773 50 350 23/12 5 515
TOAN RECELVABLE
Date | Increases | Decreases | Balance
i 1081 |
673 100 100
17/3 50 150
INTEREST RECEIVALE
Date { Increases | Decreases | Balance
1981
21712 10 10
17/3 5 15
m. x m. Y
Date | Loan or Repaymentd Balance Date Loan or Repaymentq Balance
Interest i Interest
1981 | ] 1981
73 100 100 1773 50 50
21/12 10 ' 110 23/12 5 55




-88-

When the recipient of the loan makes payment, the action results
in an increase in cash and a decrease in the loan and/or interest
receivable and subsidiary debtor receivable. The subsidiary loan
record for the individual who made payment is adjusted accordingly.

" Assume that Mr. X pays his loan plus interest in full.

CASH

Date | Increases | Decreases | Balance

LOAN EQUITY

Date | Decreases | Increases | Balance

1981

1373 500 . 500
15/3 100 500
17/3 50 § 350
257121 110 160

LOAN RECEIVABLE

Date | Increases | Decreases | Balance

17/3

1%81
15/3 100 100
50 150
100

25/12 50
INTEREST RECELVABLE

Date | Increases | Decreases | Balance
1981

21772f 10 10
17/3 5 , 15
25/12 § 10 5

m' x
Date § Loan or Repayment:il Balance
§ Interest

1281

15/3 100 100
21/12 ¢ 10 110
25/12 110 0=

1981

13/3/ - 500 500
21/12 10 510
23/12 5 515




If an outstanding loan is deemed uncoilectable and it is deter-
mined to write it off as a bad loan or debt the lcan and interest
receivable is decreased and the loan equity is correspondingly

decreased.

The subsidiary loan record should be placed in a delinquent

or uncollectable folder and a running list of bad accounts should be

maintained permanently.
the following transaction results.

Assuming Mr. Y's loan is deemed uncollectable,

CASH LOAN EQUITY

Date { Increases | Decreases } Balance Date | Decreases | Increases | Balance
1081 1981
1373 § 500 500 1373/ | 500 500
15/3 100 400 21712 ¢ 10 510
17/3 50 350 23/12 } 5 515

110 460 27/12 55 460

TOAN RECELVABLE

1981
573
1773
25/12
21/12

100
50

g Dete | Increases | Decreases | Balance

100

150

700 50
50 -0~

INTEREST RECELVABLE

Date | Increases } Decreases | Balance

1981

217712 10 10
23/12 5 15
25/12 10 5
271/12 5 0=
r MR. Y

Date § Loan or Repayments! Balance

Interest

1981

17/3 50 50
23/12 5 55
2i/12 ) umeol- -

i lectable

5 Move to Uncollectable File]




It should be observed that the total of the balances of the cash,
loan receivable and interest receivable always equals the loan equity
balance. Additionally, the sum of the non-delinquent subsidiary loan
records should equal or tie into the master loan and interest

receivable accounts.



Appendix V
BRANCH ACCOUNTING FOR MULTIPLE STATIONS

Many projects can not operate with one central disbursement
authority handling all the receipts and expenditures of funds. It is
necessary, in those cases, to provide some working capital to a variety
of substations or branches such as medical clinies or pilot farms.

These operating funds, sufficient to cover expenses that wculd be
most efficiently made on site, may be advanced to the substation by the
central project office and may be replenished periodically upon presen-
tation of allowable receipts or other supporting documentation to the
central project office. Unlike a petty cash account, however, the
central office may advance funds to be encumbered and disbursed within
specified hudget categories, the suhstation being responsible for the
accounting. The subsidiary accounting station would keep the same
kinds of books as the central office: an Encumbrance Journal and a
Cash Receipts and Disbursements Control Ledger.

When an advance of funds is made to the substation the transaction
appears in the central office's books as an encumbrance under a sub-
sidiary category and a disbursement in the Cash Receipts and
Disbursements Control Ledger under the same category. When the branch
office presents its encumbrance and expeaditure summary documents
detailing its activities, the sum of encumbrances and disbursements, by
budget category can be consolidated into one report, if required. The
subsidiary category on the central station's books may be eliminated
for its own consolidated reporting purposes.

The substation records the advanice as a cash receipt. It records
its encumbrances in its own Encumbrance Journal and disbursements in
its Cash Receipts and Disbursement Control Ledger just as the central
office does, liquidating encumbrances when they are paid.

Documentation should be kept on file to justify every encumbrance and
expenditure. Reporting should follow guidelines provided by tue parent
or central organization to enhance the consolidated reporting if
required. A release of LC 50,000 to the subsidiary project site would
look as follows:
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Central Office

ENCUMBRANCE JOURNAL

 Date | iransaction] Reference ¥ ¥ branch “Total

10/2 § Branch Adv. ; Bola-UT7 50,000

50,000

CASH RECEIPTS & DISBURSEMENT LEDGER

iDate T Transaction§ Check # | Receipts] Disburs. Advance | TOTAL
10/1 § Bola Branch 112 50,000 50,000 § 50,000
Advance
Branches
___ENCUMBRANCE JOURNAL ,
Pate [ Transaction Referencd Supplies § Equipmenti Salarieqd TOTAL
10/1 Advance Bola-U7 20,000 { 10,000 {20,000 | 50,000

8  CASH RECEIPTS & DISBURSEMENTS LEDGER , |
Date | Transaction | Check # § Receipts | Disbursements] ¥ | TOTAL

10/1 § Bola Branch § 112 50,000 50,000

¥/ TFor the purpose of brevity in this illustration, the columns
for references and the specific budget categories have been deleted.

They would normally appear here as they do in tables 2 and 3, 5-15 and
17-250
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Appendix VI

SAMPLE FORMS
and

BASIC ACCOUNTING SYSTEM DATA FLOW
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TRAVEL EXPENSE VOUCHER

Name Date

Agency
Address

Travel Authorization Number ~ dated

Duration of actual travel:

Departure date ) time

Return date ~ time

Total number of days in travel status

Travel Advance teceived: Amount date

Travel expenses:

Transportation (attach receipts)

Per Diem: days @ per day
Total

Signature

" FOR OFFICE USE ONLY: -

Total travel expenses

hdvance

Additional amount due traveller

Amount to be refunded by traveller

Approved

Signature
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TRAVEL AUTHORIZATION /

Numbexr:

Date Requested:

Naue of Employees'

Department of Divisions Ministry:

Purpose of Intended Travel:

Travel Dates Places to : ' Method
' of

From+ Tos- be Visited Transportation

Airplare
Official
automobils

Bus

Private
automobile

Othex
(explain)

Estimate of Travel Expenses:

1. ‘days @ per days¢
2., Transportation cost: -
TOTAL
Signature of Traveler Project Director or Othex //
‘ ‘Authorized fficial

Date Approved 45



Date:
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PUPCHASE ORDER

P.0. No.

.Supplieg:

Description of Crder

Good/Service

Quanticy

Unit

Unit Price

Amount

Quantity Accepted

®

TOTAL

Purchase requested by:

(Signature)

Parchase approved by:

(Signature)
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NAME OF ORGANIZATION
ADDRESS

PURCHASE REQUISITION / ORDER

10
ADDRESS DATE MONTH/ DAY/ YEAR
cv CRDER Ne.
SHIPTO
ADDRESS
cIry
QUANTITY ~ , _
ORDERED | RECENED DESCRIFTION UNIT PRICE | AMOUNT
SIGNATURE SIGNATURE
REQUESTED B8Y APPROVED
SIGNATURE

O RECEIVING REPORT COPY

A

FINANCIAL OFFICER
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Project Title:

DESCRIPTION OF SERVICES REPORT
Project No.

Date Contract No.

Description

Services/Goods Quantity Unit Price Amount

TOTAL

Project Director: _ Contractor:
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Merchant or Supplier:

INVOICE

No.

Date;

Quantity

Description

" Unit Price

Amount”

TOTAL
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