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Office, AID) and Herlyn Kettering (Development
 
Project Management Center, USDA/OICD) for improving 
the financial ma-agement of AID projects. This edi
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A. PURPOSE
 

The purpose of this Accounting User's Manual is to assist hoat 
maintain adequate project accounting systemscountries to establish and 

with the minimal standards of accountability required by
in accordance 

both USAID and the host countries.
 

This does not me.an that the accounting system demonstrated in this 
in USAID projects. Thismanual must be "installed" or duplicated 

is, is simply intended as a too] for comparison.system, such as it 
The basin control and reporting functions illustrated herein 

are essen

tial, but the specific procedures used to carry out the 
functions may
 

vary with the country, the project and the accounting traditions 
or
 

In approving whatever procedures are
training of the region. the USAID

established for USAID project accounting, the host country and 

that their mutual needs are served.Mission must agree 

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 
to have a
reporting functions that do not currently exist, and (3) 


basis of reference when maintaining the day-to-day accounting records
 

for the local cost component of a USAID project.
 

intended primarily for ImplementingAlthough the Manual is 
may also be used by contractors of Implementing AgenciesAgencies, it 


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
 

in which the operations will be performed. The accountingmanner 

requirements are as follows:
 

(1) 	 A budget for financial management purposes should be devised 
to costand used to enable accounting data to be compared estimates of 

planr ed activities. The budget is the beginning point and the
 

reference point used throughout the accounting period;
 

(2) Accounting records should provide the information needed to
 

adequately identify the commitments (encumbrances) and funds that are
 
as well as receipts and expenditures of AID
due (donor receivables), 

project according to approvedfunds authorized for local costs of the 

budget categories;
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(3) Entries inthe .rccountingrecords should refer to supporting 
way that itcan be readily located;
documentation filed in suoh a 


(4) Accurate and current financial 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 reports through available records and back
 
so that all funds expended can be accounted for toto source documents 


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 
general guide sointended to be sufficiently flexible to serve as a 

that parts of this Manual, as applicable, might be adopted for projects 
areas needed. Not all detailed accounting methods and procedures 

For example, it does not prescribe the typeprescribed in this Manual. 
of employment records to be maintained, nor supporting documentation 
for payroll expenditures. Such accounting records should be 

to local project requirements. It is essential,established pursuant 
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. 

be used for specificIllustrations of typical forms that may 
These are intended only asaccounting purposes have been included. 

is not significant. They should be conexamples; the specific format 
sidered only as a basis for the development 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 
as well as that of whatever system is eventually agreed uponManual, 


for use in the project, is to assure the acceptability of the financial
 
the accounting, controlling, andmanagement practices relating to 

of AID funds. In many cases, the systemreporting on the use 
asin this manual will also accomodate other donor fundsillustrated 

well. This model system has the capacity to: 

complete and timely host country accounting(a) Provide accurate, 

information for host country managers;
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(b) Strengthen internal controls preventing misuse and waste of 
resources and ensure compliance with conditions ofdonor-generated 

project agreements; 

that will assist(c) Provide a system of financial reporting 
USAID in monitoring project implementation, oversee host country 

Implementing Agency cash requirements, and periodically assess 
financial management. 

Although any standard accounting system must be adapted to meet 

the specific needs of the organization using it, the core system 
sections is intended for those bilateral anddescribed in the following 

regional organizations which coordinate, formulate and implement donor 

funded projects. 

C. BASIS FOR REQUIRED FINANCIAL M4ANAGEMENT: 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 contains the basic specifica
resources.tions and conditions required for reporting and managing AID 

It also fixes the overall amount of the grant and allocates it accor

dingly over the defined life of the project. 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 Implementation 
time, USAID and the host country may agreeLetter (PIL); from time to 

to changes in the initial letter within the constrainbs 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
and (3) recording andmitted to specific purchases by budget category, 

justifying all expenditures of USAID provided fUnds. It is further 
system provide an easy way torecommended that the project accounting 

usereadily determine (1) the funds budgeted for the of the project 
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 comitted 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 books will be used to 
illustrate one way of meeting minimal accounting requirements in a 
manner acceptable to AID. 

Accomting 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 records arr 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 local 
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 both 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, see Illustration 1 on page 6. The opening 
balance of this account shoild 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: 
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* 	 In the "Reference" column post the following statement: 
"Signed Project Agreement" and number; 

0 In the "Amount Authorized" columns, 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:
 

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

0 	 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 disbursements control ledger
 
as a cash receipt;
 

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

2. Encumbrance journal
 

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

1. 	The date of each entry;
 

2. 	The description of the transaction;
 

3. 	 Two columns 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
 
liquidating the encumbrance;
 

4. 	Budget categories. Each category should have two columns,
 
' 
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;
 

5. 	Finally, there should be a total column showing the amount of
 
every encumbrance and the total of the remaining funds unen
cumbered. 



Illlstration 1 

PROJECT NUMBER: 478-0012 PROJECT TITLE: Irricatinn 

DONOR RECEIVABLE ACCOUNT 

$ $ L.c. L.C. L.C. 

Date Rpfprenco Anmint 
Auithnri zpd 

Amrint 
Rpcei vpd 

Bal ancp Ammint 
Atthnri z-d 

Amnunt 
R.cpi ved 

Bal anc. 
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Illustration 2
 

ENCUMBRANCE JOURNAL
 
Project No: 478-0012 Project Title: Irrization 

Personnel & Office Mterials Equipment Loan Fund Training Travel TOTAL 

Date Transaction Ref. Rf. Amount Balance Amount Balance Acunt Balance Amount Balance Amount Balance Amount Balance Amount Balance 

AI
 



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
 
(See
from the amount previously entered in the "Balance" columns. 


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. ACCOUhTING 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
 
(This budget, contained in Annex I of the
controlling project funds. 


Project Agreement, is an authorized estimate of resources by budget
 The

categories which the project is expected to require over its life. 


project is not assured of receiving all of these funds, as each year's
 

outlays are subject to legislative review and approval during the
 
Changes in
annual congressional budget process in the United States.) 


these categories require donor authorization in either a Project
 

Implementation Letter or an Amended Project Agreement.
 



Illustration 3 

CASH RECEIPTS AND DISBURSENEWTS CONTL LEDGER 

Project No: 478-0012 Project Title: Irrigation 

Date 
De 

Transaction -
Qaceck1

* Ref Ref.1 Beepts. Dislnnr. 
Pero nnel 

A .o.nt Balance 
o M 

Aou t 
a eorials 

Balance fmunt u 
a 

la31nce IAmount 
Fdn 
Balance 

T 
Amount 

aining
Balance 

TrAv 
Amount 

l 
Balancel Amount JBalance 

Donor 
Advance 

Total 
Balance 
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Purpose: 

(a) To establish a contractual agreement between USAID and the 

host COLintry; 

(b) Provide 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 ell as an 

implementation plan and the division of responsibilities. 

(b) Establish the mechanisms for implementi.ng, monitoring and 

evaluating project performance. 

The following pages show an example of a Project Agreement document, 
is of primarytogether, with its annexed Financial Plan. This document 

importance. It needs to be wid ly circulated among project personnel, 

expecially those in the accounting unit of the project for it sets the 
which the project must operate financially.legal boundaries within 

2. Establishing separate project accounting books and records 

Purpose: 

(a) 	 To provide accountability for donor specific, project speci-
Project Agreementfic resources. (The funds must be separated since 

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) Fstablish a separate bank or ministry account fbr the USAID 

donated funds for each project. 

http:implementi.ng


Illustration 4 

PROJECT AGREEMENT
N2T
 1 
categories No. 1. 2 and 3 of Annex 1. aid also the local currency
 

Number: 478-00i2 
 costs, for budget categories No. 4-8 of Annex I. 

Title: Irrigation Project 
Article IV: Duration of the Project
Date: Oc.tober 5, 1980
 

It is estimated that the project will be completed by the 30th day
 

BETWEEN The Republic of Sembia (beneficiary) 
 of November, 1985 (being a period of three years).
 

and The United States of America through the Agency for
 
Article V: Execution
 

International Development (AID)
 

The Grant may be utilized to finance foreign exchange and local
 
Article I: The Agreement 
 currency costs for the goods and services required by the project.
 

This agreement establishes an understanding betsaen the above
 The execution of budget categories No. 1, 2 .i'd 3 of the project, 
named parties with respect to the understanding by the beneficiary of
 

as contained in Annex I, will be the responsibility of USAID. Budget

the project described below and with respect to the financing of this
 

project by the interested parties. categories 4, 5, 6, 7, and 8 of the project will be the respon

sibility of the Implementing Agency of the Government of Sembia,
 

Article II: The Proi'ct 
 which will utilize the local currency funds made available by the*
 

Section 2.1 Definitiop of the Project. The project is an effort Grant.
 

to provide assistance to the rural agriculture sector of Sembia. 
 Taking notice of the above, the beneficiary and the United States
 

of America, each acting through the intermediary of its duly authorized
 
Article i.1:Financing
 

3.1 The Grent. To assist the beneficiary to assume the costs representative, have signed the present agreement on the above date •
 
mentioned.
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 
 REPU LIC_______UN TEDTATEOF_____REPUBLIC OF SF.4BIA 
 UNITED STATES OF AMERICA
 
Grant of two million one hundred thousand dollars..
 

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

services necessary for the project in foreign exchange, for budget
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Illustration 4
 
(coKnt_. ) 

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

Budget Categories US Dollar 	 Approximate
 
Equivalent in
 
Local Currency
 

1. Heavy Equipme',,it $500,000 	 LC 50,000,000
 

2. Technical Assistance 	 600,000 60,000,000
 

(expatri ate) 

3. Vehicles 	 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
 

*"LC" isused throughout this manual isa fabricated currency 

symbol referring to a ficticious local currency with an ex
change rate of LC100 = $1. 



(b) Establish and maintain the following accounting records for 
each separate project: 

o Donor receivable account 

o Encumbrance journal 

o 	 Cash receipts and disbursements control ledger 

o 	 "Open payable" and "closed payable" files 

(c) 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): 

o 	 Encumbrance journal (includes amounts) 

o 	 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: 

0 Date
 

o References 

0 	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 

(expressedfirst "Reference" column, and the annual approved amounts 
in local currency equivalents) in the "Balance" columns by budget 
categories. 
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Example 

(a) The locally managed portion of the Project Agreement budget 
on page 12 (items 4 through 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. 

(b) The budget for the first year of the project (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" columns by budget cate
gories and in the "Total" column as indicated on page 18. 



Tahb1 1 

PROJECT NUMBER: 478-0012 PROJECT TITLE: Irriqatinn 

DONOR RECEIVABLE ACCOUNT 

$ $ L.C. L.C. L.C. 
Date Rpfprpnce Amniint 

Aiithnri zpd 
Amnint 

Rpcpi vpd 
Balanc'. Amount 

Auithnriz.d 
Amotnt 

Rec.ivid 
Bal ance 

DpIc.1 Prn/Aqr Nn.478-0012 750,000 750,000 75,000,000 75,000,000 

I
tU1 



IIIustration 5 

Inmple ntation Letter 	(PIL)
Example of a Project 

October 30, 1980 


W. Moussa Diop 
Permanent Secretary 
Ministry 	of Agriculture (M1A) 

Subject AID Grant No. 478-0012DLoan Agreement 
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. 


the funmds will be held, the 	 con tbradtenmPlease provide us in writing 	with information as to where
and the nameth account numberthe und behe~dwil 	
to sign checks against the 

of the individual authorized 
will 	operate on a 

the account. 	 This special account 
taking place as and

rvligfnbaireplenishnents i p ae isup-,
revolving in up-fund 	basis, erein 
port the made. preparedof disbursementsdescribed herein is
when 	 documentation 

following statement: advances should contain the 
The iequest for periodic 

(I) that thecertifies:"The un ersigned hereby three-nonth period,to be incurred over the forexpenditures best estimate of funds needed 
above represents the 

grant willor credit to the 
(2) that appropriate refund 

be 	made in the event funds are not expended, and (3) 

bare not 
 the eent of 

tha apprithe eefund sl 
in 	 with termsin thisaccordance the tae ofthe grant."rant."disallowance refund wi 	 tbethat 	appropriate 

categories forOutlined below is the annual 	budget and 
is to be used:which this special account 
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Budget Category 	 Dollar LC 
Amount Amount 

$2,000 LC ,200,000Personnel 
22,000 	 2,200,000Materials 

86,000 
 8,600,000

Irrigation Equipment 	 3,000,000Fund 	 30,000 
15,000 	 1,500,000Training 


Total $195,000 LC 19,-500,000 

Notes:
 

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

based on cu rent exchange rate of $1.00 US 

LC 100.00
 

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

am 

records be maintained 	 in
We req~uest that financial to 
accordance with sound accounting procedures adequate 

receipts and disbursements of funds and the 
show 	the services acquired. At a minimum, areceipt of goods and 

check register should 	be maintained 
that show the
 

in numerical and chronological order,
of checksissuancethe name of the payee, a basic description of the goods 

or services purchased and attribution of these purchases 

shown in the budget.
or more of the categoriesto one comparisons toof price contractorevidence competitive vendor orinvoices, should be supported byAll payments that 	the 

a d certification showing 
hthe extent practical, 

teetn rciaadcriiainsoigta 	 perthat 	the services were 
goods were received and/or 

should be retained 
support documentationformed. The

by FDA. AID reserves 	 the right to review, inspect and 

and all ledgers maintained under 
audit these documents 
this account. Based on these records, we request that 

MDA submit a report of disbursements to USAID at least 

or sooner if replenishments are 
on a quarterly basis, 

required, according to the following:
 

A which
(a) 	 A financial statement as shown at Annex 

provid-s information on the budget, current 
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Illustration(€ont.) 

-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 Inex 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 
We 	will provide
below and returning the letter to me. 


you with a copy for your files. 

Sincerely,
 

WILLIAM A. JONES 
AID Mission Director 

M'USSA DIOP 

* 	 This point isself explanatory, even though for reasons 
of brevity the sample PROAG on Page /0 does not have 
all the annexes.
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Tale 2 

Project NO: 478-0012 
UMBRANCE JOURNAL 

Project Title: Irrigation 

Dot. Transaction Ref. Ref. 
Perounal 

Amount 
& Office 

Balance 
Materiels 

mount Balance 
EQui 

Mout u 
ent 

Balance 
Loan Fund 

Amount j Balance 
Training 

Amount Balance 
Travel 

Amount Balance 
TOTAL 

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 
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4. Rec est 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 first
 

disbursement have been satisfied, a request for funds 
by budget cate

gory should be initiated to obtiin a cash advance from 
USAID based on
 

The time period covered by the cash
immediate disbursement needs. 

advance may vary, but it would normally be three months or less as
 

based on the following type of analysis dhich 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 until 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-


Local USAID Mission policy may or may not permit a reserve.
tion. 

Ideally, good budgeting control would recommend that the 

reserve be
 

Allowance for inflation should rather be taken
 limited to (a)above. 

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
 
It must be noted that the letter granting
with the proposed request. 


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
 
Enbassy 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 pl
certification as to the statement's accuracy by an authoriz 
representative (Annex A). 

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

Sincerely,
 

DABY JALLOH
 
Irrigation Project 



Budget Categories 


Personnel 

Materials 

Irrigation Equip. 

Loan Fund 

Training 

Subtotal 


Plus Reserve* 


Advance Requested 


Budget Categories 


Personnel 

Materials 

Irrigation Equip.

Loan Fund 

Training 

Subtotal 


Cash on Hand 


TOTAL 


Plus Reserve* 


Advance Requested 


-21-


Illustration 6 (cont.)
 

Annex A (First period) 

PIL 

Annual 

Budget 


4,200,000 

2,200,000 

8,600,000 

3,000,000 

1,500,000 


19,500,000 


Estimated
 
Disbursements 

Next Period 


1,000,000 

800,000 


2,000,000 

1,100,000 

300,000 


5,200,000 


-0

5,200,000
 

Annex A (Subsequent periods)
 

PIL
 
Annual Accumulated 

Budget Disbursements 


4,200,000 1,000,000 

2,200,000 800,000 

8,600,000 1,950,000 

3,000,000 1,100,000 

1,500,000 250,000 


19,500,000 5,100,000 

Estimated 

Disbursements 


1,300,000 

900,000 


2,500,000 

1,450,000 

350,000 


6,500,000 


100,000
 

6,1400,000
 

500,000
 

6.900,000 

Ending
 
Balance
 

3,200,000
 
1,400,000
 
6,600,000
 
1,900,000
 
1,200,000
 

14,300,000
 

Ending
 
Balance
 

1,900,000
 
500,000
 

4,150,000
 
450,000
 
900,000
 

7,900,000
 

*/ See the explanation of the "Reserve" on page 19.
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Illustration 7
 

Project Implementation Letter No. 2 
December 9, 1981 

Director of Irrigation Project
 
Dakjul, Sembia
 

with your
Following our phone conversation, we are pleased to concur 

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 
allocated for Training is

Budget Category. The total annual amount 
The other budget categories remain unchanged:

therefore $11,000. 

LC Amount.$ Amount 

4,200,00042,000Personnel 2,200,000
22,000
Irrigation Equipment 
 8,600,000
86,000
Material 
 3,000,000
30,000
Loan Fund 
 1,100,000
11,000Training 400,000
4,000Travel 


offind a US Government check in the amountEnclosed please 
first advance for the Irrigation Project,

$52,000 (LC 5,200,000) as a 
allocated as follows: 

$2,000,000
Personnel 

795,500
Materials 


1,500,000
Irrigation Equipment 
649,500Loan Fund 
160,000Training 
95,000Travel 

$5,200,000TOTAL 

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 origin;zl grant agreement. 
or shift budgeted amountsThe Director may not create such a category 

for this purpose without the written approval of the USAID mission
 
a new(usually issued in a PIL) if USAID funds are to be used. Such 

budget categnry can be created by increasLng 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 :;ome 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
 
to by USAID, indi-Implementation letters, or some stated policy agreed 

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,
 
a journal voucher and recorded in
the adjustments must be explained in 

the encumbrance journal with a separat: entry. 

(c) If changes in the budget establish new budget categories, 
create additional column 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" column 
under "Training" to indicate a deduction and reduce the 
"Balance" under "Training" to LC 1,100,000. 

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

(d) 	 Since the total budget for the project has been neither 
increased nor decreased, the "Total" colu-ms are not affected. 
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Table 3 

Project No-. 478-0012 

Date Trsn~ction Ref. Raf. 

Personnel Offlcee 

t Llance',mountuI 

Material, 

MNI ARCIUqJOUM.Ld 

quoipmeo 

Amount Balance 

Loan Fond 

Amount Balance 

Traloing 

Amount Balance 

Project Title: Irrigation 

Travel TOTAL 
Amount Balance Amount Balance 

1981 

Dec.1 

Dec.8 

PIL 

Budget change 

1 

PIL2 iVI 

4.200.000 2.200.000 8.600.000 3.GO0.000 

(400.000) 

1.500.000 

1.100.000 400.000 

19.500.00 

19.500.001 
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6. Receipt of USAID advance of funds
 

Purpose:
 

To provide and record the initial cash for the project.
 

Procedure:
 

(a) Post Loth the dollar and the local currency amounts of the
 
U.S. Government oheck issued by USAID to "amount received" columns 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 ina separate bank account and 
the deposit slip returned to the accountant responsible for posting the 
cash receipts and disbursements control ledger. 

(c) 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 inthe "Balance" columns 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 inthe "Receipts" column and inthe
 
"Donor Advance" and the "Total" columns of the cash receipts and
 
disbursement control ledger.
 

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

Disallowances 

The implementing organization will make periodic requests for
 
rep.enishment of its cash advance from USAID by submission of expen
diture reports (drawn up from detailed supporting documentation). If,
 
upon 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 reimbu'-sed by USAID.
 

*/ Reminder: Only the dollar amount isofficial.
 



Tahlp 4 

PROJECT NUMBER: 478-0012 PROJECT TITLE: Irriqation 

DONOR RECEIVABLE ACCOUNT 

'$ $ $ L.C . '"L.C.' L.C. 

Dat. Refrpncp Amnnnt Amnint Bala ncp Ammint Amnmint Bal ancp 
Aiithnrizpd Rpcpi vd Aiithnrizpd Rc.cpi vpd 

-. 1 Pro/Aqr No.478-0012 750,000 750,000 75,000,000 75,000,000 

Dec.9 Check Nn. 8759 52,000 698,000 5,200,000 69,800,000 
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Table S 

Project No: 478-0012 

CASH RECEIPTS AND DISSURSD(MNTS 
(in thousnods) 

COWTUL LEDGER 

Project Title: irrigation 

Date 

1981 

Dec. 9 

Transaction 

USAID advance check 

Check 

# 

8759 

Ref 

010 

Ref. Recpta. 

5.200 

Disbur. 

Personnel 

Aount Balance 

-

2.000 

Materials 

Amount Balance 

795.5 

Equipment 

Amount Balance 

1.500 

Loan 

t 

Fond 

Balance 

64g.5 

Training 

Apount Balance 

160 

Travel 

Amount Balance 

95 

Aount Balance 

Donor 

Advance 

5.200 

Total 

Balance 

5.200 
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will 	be the amountThe 	 reimbursement or advance replenishment 
amount of any disallowed expenditures. Therequested less the 

kept 	by the host z'ountrydisallowances should be noted in a log to be 
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 
uses 	host country funds as working capital, theitem. If the project 

A log should be keptdisallowed expenditure simply is not reimbursed. 
the 	encumbrances and disbursements will be peras mentioned above and 

mitted to exceed the project agreement amount by the amount of the 
In this case, the cumulative disallowances cannotdisallowed items. 

from 	host country funds. The workingexceed the working capital 
of the project will be the original amountcapital left at the end 

reduced by the cumulative disallowances incurred throughout the life of 

the project. 

7. 	 Encumbrance of funds - issuing purchase orders, travel 
authorizations, 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:
 

0 Purchase orders
 

o Travel Authorizations
 

0 Travel Advances
 

o Contracts 

vouchers for encumbrance adjustmentso Journal 

(b) 	 Certify availability of funds; 

(c) 	 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 copy of the same document in apermanent 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
 
encumbm.rice journal. The "Amount" column under "Equipment"
indicates the encumbrance, and the "Balance" column indicates
the remaining amount to beavailable 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 column"Amount" under "Materials"
indicates the encumbrance, and the "Balance" column 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. Anderson. 

Posting: Travel authorization 4001 is posted to the
 
encumbrance journal. The "Amount" column under "Travel" 
indicates the encumbrance, and the "Balance" column indicates
 
the remaining ar-ount 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
Ts 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

"Personnel and Office Expenses", then the "Balance" colun 
in
dicates the remainder to be encumbered. These steps are re
peated under the "Total" column. 



Table 6 

Project go: 478-0012 EMCM3FJJ=C JOUSI 
Project Title: Irrigation 

Dac. Trazaaction Ref. Ref. 
Persnel 

Amount 
& Office 

Balance 
Materials 

Amount Balance 
Rquipnt

Amount Balance 
Loan 

Amount 
Fund 

Balance J Training
Amount Balance 

Travel 
Amount galance 

TOTAL 
Aaout lalame 

1981 

Dec.! PIL 1 4.200.000 2.200.000 8,600,000 3.000.000 1.500.000 19.500.00( 
Dec.8 Budget change PILl IV) (600.000) 1.100.000 40(l.000 19.500.00( 
D-c.9 Purchase order 1001 200,000 8.400.000 200.00C 19.300.00( 
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Table 7 

EXCUPMRANCEJO 98JAL 

Project No: 478-0012 
Project Title: Irrigation 

Date Tr1aaction Ref. Raf. 
Personnel A Office 

Amount Balance 
Materials 

Mount Balance 
Eq. 

Amount 
apnt 
Balance 

Loan Fund 
Amount Balance 

Training 
Amoout 

Travel 
Balance 

TOTAL 
mount Balance 

1981 

Dec.l PIL 1 4,200.000 2.200,000 8.600.000 3.000.000 1.500.000 19,500.001 
Dec.8 Budget change PIL2 JVI (400.000) 1. 100,O00 400.000 19.500.00C 
Dec.9 Purchase order 1001 200.000 8.400,000 200.00 19.300.00( 
Dec.16 Purchase order 1002 150.000 2.050.000 150.00C 19.150.00C 
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Table 8 

Project No: 478-0012 
Project Titles Irrigation 

Personmel & Office Materials Equi pent Loan Fund Training Travel TOTAL 
Date Trawactton .ef. Amount Bane Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance 

1981 

Dec.I PIL 1 4.200.000 2.200,000 8.600.000 3.000.000 1.500,000 19.500,00( 
Dec.B Budget change PIL2 JVl (400.000) 1.100,000 400.000 19.500.00, 
Dec.9 Purchaae order 1001 200.000 8,400.000 200.00( 19.300.00C 
Dec.16 Purchase order 1002 150.000 2.050,000 I50.00C 19.150.00( 
Dec.17 Travel authorization 4001 70.000 330.000 70,00C 19.080.00( 
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Table 9 

Project No: 478-0012 ECLMBMAICE JONAL 
Project Title: Irrigaton 

Late Transaction Ref. Ref. 
Personnel 

Amount 
& Office 

Balance ,.,u.. 
Materia. 

Balance 
.qulpenni

Amount Balance 
Loan Fund 

Amount Balance 
Training

Amount Balance 
Trawel 

Amount Balance 
TOTAL 

Amount Balance 

1981 

Dec.1 PIL I 4,200,000 2,200.000 8,600.000 3,000,000 1.500,000 19,500,00 

Dec.8 Budget change PIL .VI (400.000) 1I.CO,000 400,000 19.500.00 
Dec.9 Purchase order 1001 200.000 8.400,000 200.00( 19.:00,0 

Dec.16 Purchase order 1002 150.000 2.050.000 150.00( 19.150.00 

Dec.17 Travel authorization 4001 
70.000 330.000 70.00( 19,083.00 

Dec.18 Training conzract 2001 38.000 1.062.000 38.00C 19,042.O0 

Dec.28 Service contract 3001 12.000 4.188,000 
12.00C 19.030,0 
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8. Adjustment to encumbrances 

Purpose: 

To make adjustments to the encumbrance journal for: 

(a) Travel; 

(b) Contracts; and 

(c) Purchase orders. 

Procedure: 

(a) For travel, disencumber the difference between the amount 
that had been encumbered by a travel authorization and the amount 

When the travel expenses voucher isactually spent on the travel. 
as the advance.submitted the costs will be higher, lower or the same 

to reimburse the account. IfIf lower, the traveler will be required 
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). Ifthe travel voucher equals
 
coststhe advance, no adjustment is required. The total traveler 

including cost of transportation should be compared to the amount 
orencumbered by the travel authorization to decide if an upward down

voucher or travelward encumbrance adjustment is required. A journal 
would serve as the supporting document;authorization amendment 

(b) For service contracts where the amount initially encumbered 
than the amount actually expended, disencumber the unspentis greater 

amount by making a negative entry in the encumbrance journal and indi

cating adjustment of service contract. A journal voucher would be one 
or perhaps amendment;means of documenting the entry a contract 

cost of the goods received is(c) For purchase orders where the 
less than that originally encumbered, disencumber the difference bet

and the amount billed by entering a negativeween the amount encumbered 
orin the same budget category and document it by a journal voucher 

purchase order amendment which refers to the original purchase order. 

is official accounting document supportingNote: A journal voucher an 
an entry in a journal or ledger; it is a multi-purpose document 
which can be used, for example, to document the partial 

under a long-term contract orencumbrance of services received 

to support and explain adjustments to a journal or a ledger,
 
among other uses.
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Example 

of a 	LC 200,000 order ofOn December 28, 1981, LC 80,000 
Company is cancelled. Inequipment from the Quality Equipment 

the following adjustment toorder to reflect this change make 
the encumbrance journal:
 

(a) Complete a numbered journal voucher explaining the
 
as well as the original
disencumbrance* and reference it 


purchase order (see illustration 8 below);
 

(b) Enter the LC 80,000 in parentheses in the "Amount" column under
 

"Equipment". (The parentheses indicate that the amount is
 

either negative or a reversal of a previous transaction.);
 

(c) 	 Increase the amount now available in the "Balance" column 

under "Equipment" to LC 8,480,000; 

(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. 



JOURIAL VOUCHER -37- J V.NO. 

Illustration 8 
DATE 

DEBIT CREDITBUDGET CATEGORY 


TOTAL ___ 
CRIP TION 

POUT O Y
i&.. ovto my Jc a I:RAo.o My S1II 



Table 10 

Project NO: 

;ate 

478-0012 

Transaction Ref. Ref. 
Personnel & Office 

Amount BalanceAmut I Baac Materials 
Amnt Balane'nt"In Equi 

Aount 
ent 

Balance 
.oan Fund 

Amount Balance 
TraInIng 

Amount Balance 

Project Title: Irrigation 

Travel 7OTAL 
Amount Balance Amount Balance 

Dec. I PIL 1 4.200.000 2,200.000 8.600,000 3.000.000 1.5GOO00 19.500.00 

vec.8 

D&C.9 

Dec.16 

Dec.17 

Dvc.18 

D.c.283 

Dec.28 

Budg-t chance 

Purchase or,!er 

Purchase order 

Travel authorization 

Training contract 

Srvice contract 

Quality Equipent Co. 

PILZ 

1001 

1002 

4001 

2001 

3001 

1001 

L1V 

ckOl 

ck102 

JV 2 

12,000 4.183 000 

150,000 2,050.000 

Z00.00 

(80,000) 

.400,000 

8.480.000 

(400.000) 

38,000 

1.100.000 

1,062,000 

70.000 

400.000 

330.000 

19.500.00 

200,00( 19,300.0 

IS000 19,150,00C 

70.00 19.080,00C 

38 )0 19,042,00C 

12.00 19,030,00C 

(80.000 19,110,00C 
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9. Establishing 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; 

(c) 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 optionally, 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 then 
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 

If the payment is for an amount differentcorrespond to those ordered. 
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
voucher for all such adjustmentsments in encumbrances, a summary journal 

for the month is appropriate. However, if the adjustment is upward in the 
initial encumbranceencumbrance, then the same approvals required for the 

document are needed for the adjusting journal voucher. 

(b) PreMration of payment vouchers 

Prior to any disbursement of funds, a voucher is prepared 
indicating the payee of the check, desuribing the services performed or 

goods received, the amount involved by budget category charged, and the 

approval of the Project Manager. 



Illustration 9 

Purchase Order #:
Delivery Date: 


RECEIVIG REPORT
 

Received from:
 

Quantity Unit
 

It. No. Goods/Services Received Unit Price Amount Condition
 

TOTAL
 

Received by:
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Republic of Sembia 

Illustration 10 

Project No. 

Section 

Budget Category 

PAYMENT VOUCHER 

No. Description Amount 
Supporting 
Documents 

Method of 
Payment 

Dakjul, (date)
 

The Coordinator
 



(i) 	 Vouchers are numbered consecutively, beginning each month 
with the number "one". The number of the month prec(edes 
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. 

(c) 	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.
 

(i) 	 The original copy of the check is signed by the authorized 
officials of the Implementinq Agency and serves as 
payment to the crrditor. 

(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 

reports; 

(b) To provide an audit trail of all expenditures; 

(c) 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 posttng the check nmber 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 
"payment file" be maintained in check number sequence (or alphabeti
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 disbursementZ nontrol ledger. 

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

4. 	 December 25, paid C.M. Training Company for 
training services provided. See table 14. 

5. 	 December 30, paid Anderson 25,000 for travel 

expenses. See table 15. 
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Tabie 11 

CAM IU TS AM DISBURSEMENTSO)ITEL LU 
(In tbousands) 

Project No: 478-0IZ 
Project Title: IrriLgation 

ots. 
Mack 

.r...ctloo1 A sf. Eecpts. Diebur. 

Personel 

Amount alance 
materials 

Amount Blance. 
Bqui 

Amount 

ot 

Balance 

Loan 

Amount 

Fund 

Balance 

Training 

Amount IBalance 

Travel 

Aount alance Amount Balance 

Donor Total 

Ad"ancece 

Dec. 

Dec. 

9 USAID ad.nce check 

17 Quality .qUipmsnt Co 

8759 

l0 

010 

JV2 

5.200 

120 

2.000 795.5 

120 

1.500 

1.380 

649.5 160 95 5.200 5.200 

5.080 

..
 



Table 12 

CAMH3CZIFTS AND DISIVKSDUWTS GOTIDL Ia 
(in tbousands) 

Project go: 476-0012 Project Title: Irrigation 

T tack Personnel Materials 1q.1 nt LAcn Fund TraiCIE Travel Donor Total 
Data Transaction ef. Ref. cpts br. Amount Balance Amount Balance Amount Balance Amount Balance Amount Balance mount Balance Amount Balance Advance Balance 

1981s
 

Dc. 9 USAZI,advance check 8759 0101 .200 2.000 795.5 1,500 649.5 10 95 5,200 5.200 

Dec. 17 Qvelity Equipment Co 101 JV2 120 120 1.380 5.080 

Dec. 20 sell Co. 102 PO 1002 ISO ISO 645.5 4.930 

-C-
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Table 13
 

CASHRICZIPTS ANDDISBIURSE TS CCfTrEL LE 
(in thousands) 

Project b: 478-0012 
Project Title: Irrigatom 

Trnsetio Ch0 e Red 8tf. Racpte. Dis ~r. Pe~rso~nne Raterials Amounto alance amoun~t I]Wtsc AmountDa8te flut Transactiont a. ket. oibr Amount IBaJlance Amount 8IBlance Cte Bi~~nct Loan I Blancel Amount Batlance amountFond Trainn ih I Blance Advance I scalanceTrae Petty Cash a/ Donor Total 

1981
 

Dec. 9 USAIDedvanc 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 31V2 120 120 1.380 
 5.080 
Dec. 20 Bell Co. 102 PO 1002 150 150 645.5
 

Dec. 22 C. Baker 103 1 JV3 20 
20 4.910 

a/ The petty cash account is not a budgetary cat,-gory. It Is a temporary account for recording the small fund and the expenditures drawn on it. At the tie the fund is set up. the budget categories of the eventual expenditures,re not known. When the fund is replenished however, the past expenditures can be sorted by budget category, encumbered and expensed. See sections 13-15 below. 



Table 14 

Project No: 478-0012 

CASHBgICKPTS ANDDIS3U91 MIUINScNTMOLL 
(in thounmd) 

Project Title: Irrlgation 

Date Transaction 
Check 

0 Ref. Ref. Racpts. Disbar. 
Personnel 

mount lalnce 
Naterials 

Amount Balance 
squo liat 

mount Balance 
Loam Fund 

Amount Balance 
TratInng 

Amount Balance 
Travel 

Asount Balance 
Petty 

hiount 
Cash 
Balance 

Dnor 
Advance 

Total 
Balance 

Dec. 

Dec. 

Dec. 

Dec. 

Dec. 

9 

17 

20 

22 

25 

USAIDadvance check 

Quality Xquipmeot Co 

3ell Co. 

C. Baker 

C.N. Training. Inc. 

8759 

101 

102 

103 

104 

010 

JV2 

P0 1002 

JV3 1 

TC 2001 

5.200 

120 

ISO 

20 

38 

2.000 

ISO 

795.5 

645.5 

120 

1.500 

1.380 

649.5 

38 

160 

122 

95 

20 

5.200 5.200 

5.080 

4.930 

4,910 

4.872 



Table 15 

CAS KZIPTS LXD DISRIVSEDMT OATIL LZCD 
(in thousands) 

Project No: 478-0012 

PrejeCt Title: irrigation 

Cek JPersonnel Materials Equ otn Loan Fond Trainin Travel Petty Cash Donor Total 
Date Transaction lef I Rf. Iecpts. Disbur. Aount Balance Amount Balancej mount Balance Amount Balance Aeount Blance Amount Balance mount Balcnce Advance Balance1981J
 

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 &allCo. 102 PO 1002 150 150 645.5 4,930 

Dec. 22 C. Baker 103 J1V 1 20 
20 4.910 

Dec. 25 C.M. Training. Inc. 104 TC 2001 38 38 122 4.872 
Dec. 30 And-=rau 105 TA 4001 I 25 25 70 4,847 
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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 incurrency 
where it is not practical to prepare the documentation usually required 
for purchases. 

(c) Issue 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 column 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. 

(c) Normally, there should not be any purchases inexcess of the
 
authorized maximum amount. Approval for any expenditure over this 
amunt 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 ifsuch 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
 

No. 478-0012
IRRIGATION PROJECT 

ME2fRANDUM 

T0: 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 fumd on an 
to be fixed at twenty thousand locurrs (LC 20,000). 

imprest basis 
In order 

at this fixed level, the accountthat the fund be maintained 
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, etc. will 
be stapled to the corresponding petty cash receipt. 

Charles 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 

NO.AMDUNT LC 

RECEIVED OF 	 PETTY CASH 

Date 

OBJECT CF EXPENDITURE 

QUANTITY 

APPROVED BY 	 RECEIVED BY 
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Illustration 12
 

PETTY CASH JOURNAL
 

Date Description In Out Balance
 



Example (Opening petty cash)
 

(a) On December 22, check no. 103 iswritten 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" Column and entered as the opening "Balance" 
under Petty cash. The total project funds in the bank are 
reduced to LC 4,910,000.
 

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

(c) 	 See table 16 for an example of the petty cash journal and the 
subsequent expenditures.
 

Example (Operating petty cash) 

(a) 	 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. 

(b) 	 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" column in the 
petty cash journal. The "Balance" is reduced to LC 18,000,
and the LC 3 "00 change is returned to the cash box. 

(c) 	 The other cash purchases in the petty cash journal are 
handled in the same fashion.* 

* Note: In oases 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 identifie!; 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 Balance1981 

Dec.22 Check #103/C. Baker LC 20,000 20,000 
Parts for pump/ 

Dec.22 King's Hardware 29000 18,000 
Plastic pipe joints/

Dec.23 King's Hardware 6000 12,000 
Teaching supplies/ 

Dec.24 _ Diop Ltd. 2,500 9,500 

Dec.25 Parttime Secretarial 3,000 6,500
 

Dec.31 Closed & balanced 13,500 6,500 

Dec.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 inboth the encumbrance 
journal and the cash receipts and disbursement control ledger. Add all 
the entries in the "Amunt" columns and bring down the last entry in 
the "Balance" columns. The total of the "Amunt" column plus the 
closing "Balance" should equal the opening balance for each budget 
category. Also, the sum of the totals across all the "Amunt" columns 
plus the total closing project "Balance" should equal the opening total 
project balance;
 

(b) In the cash receipts and disbursement control ledger, add all 
the entries in the "Receipts" olunr 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; 

(c) 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. 
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Example 

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

(b) The sum of the totals of the "Amount" columns across budget cate
 
gories equals total encumbrances. ("Personnel" LC 12,000 + 
"Materials" LC 150,000 + "Equipment" LC 120,000 + "Loan" LC 0 + 
"Training" LC 38,000 + "Travel" LC 25,000 = LC 345,000.) Total 
encumbrances LC 345,000 + the remaining balance LC 19,155,000 
equals the opening balance of LC 19,500,000. 

(c) 	 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 component. 



Table 17 

Project No: 478-0012

[Tascon Ref. Ref. 

Personnel A Office 

Amount j Balance 

ENCUMBRANCEJO3JURAL 

Haterials Equipeent 

Amount I Balance Amount Balance 

Loan Fund 

Amount Balance 

Training 

Amunt Balance Aisount 

Travel 

Project Title: IrriStios 

TDTAL 

Balance Amount I Balance 

Oec.8 

Dec.9 

Dec.16 

Dec.17 

Dec.18 

Dec.28 

Dec.28 

Dec.28 

PIL 

sudget change 

Purchase order 

Purchase order 

Travel authorization 

Training contract 

Service contract 

Quality Equipment Co. 

Travel expenses 

1 

PIL2 

1001 

1002 

4tol 

2001 

3001 

3001 

TA 4001 

JLV 

cklOl 

ck102 

ckl05 

ckl04 

JV 2 

JV4 

12.000 

4,200,000 

4,318.000 

150.000 

2,200,000 

2,050,000 

200.000 

(80.00 

8.600.000 

8,400.000 

8,480.000 

3.000.000 

(400.000) 

38.000 

1.500,000 

1.100.000 

1.062,000 

70.000 

(45.000) 

4O0.000 

330.000 

375.000 

39.500.0 

19.500,0 

200.00( 19.300.00( 

150,00D !:9.150.00( 

70,0( 19,080,0( 

38.00( 19.042.0( 

12.00( 19.030.00( 

(80.000 19.110,0C 

(45.000 19.155,00( 

4,188,000 150.000 2,050,000 120.000 8,480,000 38,000 1.062.000 25.000 375.000 345,000 19.15,0 



Table Is 

CASH RIECIPTS AND DISWISIMTS
(to t hoea sJ ) 

CorM L LC1R 

Prolect No: 478-0012 Project Title: Irrlgation 

C Personnel Materials Equlpeent Loan Fund Trsaing Tr aI Pet- ash Donor Total 

ro~e Transaction I Ref4Ref. Recpta. DOabur. Amount Balance Amount IBalance Amount Balance mount Balence Amount Balance mount Balace t Blance Advnce Balance 

_982 I!T 
Dec. 9 USAID advance check 8759 010 5.200 2.000 795.5 1.500 649.5 160 95 5.200 5.200 

S.c. 17 Quality Equipoent Co 101 JV2 120 120 1,380 5.080 

Dec. 20 Bell Co. 102 PO 1002 i50 ISO 645.5 4.930 

Dec. 22 C. Baker 103 JV3 20 20 4.910 

Dec. 25 C.4. Training. Inc. 104 TC 2002 38 39 122 4.872 

Dec.31 ]Totals 5.200 353 2.000 150 645.5 123 1.380 0 649.5 38 122 25 70 20 5.200 4.84 

Note: The asount of total disburseeents Is overeetieated by the amount of the petty cash fund. 
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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 fund 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 voucher 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
gories 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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(c) 	 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. 

(d) 	 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 (L 353,000 less LC 20,00 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). 
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Table 19 

Project NO: 478-0012 

Transaction Ref. Ref. 

Peronnel & Office 

Amount Balance 

E[NC UMBRNC JOURNAL 

Materials Equipment 

Amount I Balance. Amount I Balance 

Loan Fund 

Amount Balance 

Training 

Amount Balance 

PProject Title: Irrigation 

Travel TOTAL 

Amount Balane Amut IBalance 

14c.| 

D.c.8 

Drc.9 

Dec.16 

Dec.37 

Dec.38 

Dec.28 

Dec.28 

Dec.28 

FIL 

Budget change 

Purchase order 

Purchase order 

Travel authorization 

Training contract 

Servlce contract 

Quality Equipment Co. 

Travel expense 

1 

PIL2 

1001 

1002 

4001 

2001 

3001 

I M1 

TA4001 

JV! 

ekIOl 

ck102 

ckIO5 

ckl04 

JV 2 

Jr4 

12.000 

4.200.000 

4.188.000 

150,000 

2,200.000 

,u.w,00 

200.000 

(80,000; 

8.600.000 

8.400,000 

8.480,000 

3,000.000 

(400.000) 

38.000 

1.500.000 

1.100.000 

1,062,000 

70,000 

(45,000) 

400.000 

330.000 

375.000 

19.500o00C 

19,500.00C 

200.D0 19.300.00(1 

150,00( 19.150,00( 

70.0( 19,080,0( 

38,0N 19.042,0( 

,2.0O 19.030,00 

(80,000 0, 

(45,000 19.155,00 

Dec.33 

Total* 

Petty cahrelabdrsement JV3 cklO6 

12.000 

3.000 

4,188,000 

4,185.000 

.10.000 

6,000 

2.050,000 

2.044.000 

120,000 

2,000 8.408.000 

3.000.000 38,000 

0.059500 

062.000 25.000 375,000 345.000 

13.500 

19.155.0 
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Table 20 

Protect No: 478-0012 

CA RECEIPTS ANDDISBUSEMETS
f to thousands) 

WETWL LEDGER 

Project Title: Irrigation 

Det Transaction 

1981 

Dec. 9 jIUSAID advance check 

Dec. 17 Quality Equipsent Co 

Dec. 20 Bell Co. 

Dec. 22 C. Baker 

Dec. 35 C.M. Training. Inc. 

Dec. 30 Anderson 

Check 

8 

8759 

01 

102 

103 

104 

105 

Ref. Ref. 

010 

JV2 

PO 1002 

JV3 

TC 2001 

JV4 

hopte. 

5.200 

Diebur. 

120 

150 

20 

38 

25 

Personnel " 

Anount Balance 

2.000 

aterials 

Aaount Balance 

795.5 

150 645.5 

Equilpent 

Amount I Balance 

1,500 

120 1.380 

Loan Fund 

Amount Balance 

649.5 

Training 

Amount lance 

160 

38 122 

Travel 

Anont Salone 

95 

25 70 

Petty rCaah 

Mo-nt Balance 

20 

Donor 

Advance 

5.200 

TTotal 

Salone 

t 

5.200 

5.080 

4.930 

4.910 

4.872 

4.847 

Dec.313 

Dec.31 

Total*P 

Petty cash r eimbursement 106 J31 

5,200 353
3 
3 

0 

3 1 

2.000 

,97 

I0 

6 

645.5 

3.5 

120 

2 

1.380 

1 .378 

0 649.5 38 

2 1 

22 

19. 

25 20 5.200 6.847 

4,835 
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16. Preparing bank reconciliation statement
 

Purpose:
 

(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.);
 

(c) Cmpare 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) If any errors in amounts are discovered in the preceding
 
steps, list them in the second section 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
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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 following types of errors can occur: 

* 	 Deposit or check P 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. 

All errors should be reported to the bank at once. They must also 
be shown as adjustment items in the first section of your bank recon

sureciliation. When the next months bank statement is received, make 
that 	any bank errors from the previous month have been corrected. 

Illustration 13
 

National Bank of Sembia
 
BANK STATEMENT FOR THE MONTH ENDING 31 DECEMBER 1981
 

Name: Irrigation Project 478-0012
 
Bank Account No.: 32-163A
 

Date Trac.action 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. 104 38,000 4872,000
 
31/12/81 Bank Charges 5,000 4867,000
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Table 

Project Ba: 475-0012 KIICD!BlAIICK .JOOUAL 

Dae...to e. Rf 
Personune 

mut 
& Office 

balance 

Project__No:_____0012____________JOURNAL _Project 

Material. Equi rant Loan 
Amc -t Balance I Amount I Balance Amount 

Pund 

Baac 
Training 

Aunt I Balancea Amount 
Travel 

I Balance 

Title: Irrigation 

TOTAL 

Amount I alao-e 

1ec. 

Dec.8 

Dec.9 

Dc.16 

Dec.17 

Dec.18 

Dec.28 

Dec.28 

Dec.28 

IlL 

Budget change 

rurchase order 

Purchase order 

Travel authorization 

Training contract 

Service contract 

(?CatyEquipment Co. 

Travel expnaes 

I 

PIL2 

1001 

1002 

4001 

2001 

3001 

1001 

TA 6001 

JVl 

ck?.11 

ck1O2 

ck05 

ck104 

IV 2 

JV 

12.000 

I 

4.200.000 

4.188.000 

1 

150.000 

2.200.000 

2.050.000 

200.000 

(60.000 

8.600.000 

8.400.000 

6.480.000 

3.000.000 

(400.000) 

38.000 

1.500.000 

1.100.000 

1.062.000 

70.000 

(45.000) 

I 

400.000 

330.000 

375.000 

19.500.0( 

19.500.00 

200.00( 19.300.00( 

150.00 19.1:50.00( 

70.0C 19,080,00, 

3800( 19.042.00 

12.00C .9.030.00 

(80.000 19.10.0( 

(45.000) 9.1!55.0 

Totals 12.000 .188.000 150.000 2.050.000 120.00C 8.480,000 3.000.000 38.000 1.062.000 25.000 375.000 3.5.000 

Dec.31 

Dec.31 

Petty cahre. 

bank charges 

.burgement Jv3 cklO6 3.000 

5.000 

4.1000 00 

4.180.000 

6.000 2.044.000 

2 

2.000 14 2.500 1.059.500 13.500 

5.000 

9. 41.50 

19,136.S0 



Table 23 

Protect Me: 478-0012 

CASRBZCEIPTS ANDD1SBSS-NTS 
(is thousands) 

WIITUL LEDGE 

Project Title: Irrigation 

Date Transaction 

198--

Dec. 9 USAIDadvan-' check 

Dec. 17 Quality Equipment Co 

Dec. 2U Bel Co. 

Dec. 22 C. Baker 

.. -1 .M. Training. Inc. 

Dec. 30 Anderson 

Check 
I 

8759 

101 

102 

103 

304 

?05 

Ref. Ref. 

010 

JV2 

PO 1002 

JV3 

TC 2001 

JV4 

Recpts. 

5,200 

Disbur. 

120 

150 

20 

38 

25 

Personnel 
Amount Balance 

2.000 

Mteials 
Amount Balance 

795.5 

150 645.5 

Equi pment 
Amount Balance 

1.500 

120 1,60 

A.Loan Fund 
Amount Balance 

649.5 

Training 
Amount Balance 

160 

38 122 

Trav1l 
Amount Balance 

95 

LS 70 

Petty 
Amount 

Cash 
Balance 

20 

Donor 
Advance 

5.200 

ITotal~c 
Balance 

5.200 

5.080 

4.930 

4.910 

4,872 

4.S47 

Dec.31 

Dec.31 

Totals 

Petty cash 

reimbursement 

106 JV3 

5.200 353 

13.5 

0 

3 

2.000 

1,997 

I50 

6 

645.5 

639.5 

120 

2 

1,380 

1,378 

0 649.5 38 

2. 

122 

119. 

25 70 20 5,200 -.47 

4,833. 

Dec.31 Bank charges 5 5 1,992 4.028.1 



Table 24 

Project No: 478-0012 

Date Transaction Ref. Ref. 
Personnel & Office 

Amount 
Materials 

Aaanemount I alance 
Equiment 

Amount Balance 
loan Fund 

Amount Baiance 
Training 

Amount Bsanc mount 
Trawel 

Project Title: Irrigation 

TOTAL 
Balance Amount Balance 

1981 

Dec.1 

D.C.8 

DOc.9 

Dec.16 

Dec.17 

Dec.18 

Dec.28 

Dec.28 

Dec.28 

PIL 

Budget change 

Purchase order 

Purchase order 

Travel authorization 

Training contract 

Service cont:act 

Quality Equipment Co. 

Travel expenses 

1 

PIL2 

1001 

1002 

4001 

2001 

3001 

1001 

TA 4001 

JVI 

ckIOl 

cklO2 

cklO5 

ckIO4 

J 2 

JV4 

12.000 4.188.000 

150.000 

14.200.0002.200,0001 

2.050.000 

200.000 

(80.000 

8.600.000 

8.400.000 

8.480.000 

3.000,000 

(400.000) 

38,000 

1.500.000 

1.100.000 

1.062.000 

70,000 

(45.000) 

400.000 

330.000 

375,000 

19.500,00( 

19.500.00t 

200.00 19.300,00C 

150.00C 19.150.00C 

70.OOC 19.080,0( 

38,00( 19,042,00 

12.00 19,030,00 

(80.000: 19.110.0 

(45.000 19,155,00 

Dec.31 

Dec.31 

Totals 

Petty cashreimbursement 

Bank charges 

.1V3 ckl06 

12,000 

3.000 

5.000 

4,188.000 

4.185,000 

4.180,000 

150.000 

6.000 

2,050.000 

2.044.000 

120.000 

2,000 

_5.000 

8.480.000 

8.478,000 

3.000.000 38.000 

2.500 

1.062,000 

1.059.500 

25.000 375.000 345.000 

13,500 

19.155,00 

19.141,50 

19.136.50 

Final og s 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 19.136,5 
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Table 25 

Prolect No: 478-0012 

CASHK ECRIPTS AND DISB0SUEMTS CUTIDL LED= 
(in thousands) 

Project Title: Irrigation 

Dae 

1981 

Dec. 9 

Dec. 17 

Dec. 20 

Dec. 22 

Dec. 25 

Dec. 30 

Transaction 

USAID advance check 

Quality Equipwent Co 

Bell Co. 

C. Baker 

C.". Training. Inc. 

Anderson 

Check 
0 

8759 

101 

102 

t03 

104 

105 

Ref. Bet. 

010 

JV2 

PO 1002 

JV3. 

TC 

JV6 

Beepta. 

5.200 

Disbur. 

120 

I50 

20 

38 

25 

Personnel 
Ainount Balance 

2.000 

Materials 
Ano acount 

795.5 

I50 665.5 

Equipesnt 
Balance 

1,500 

120 1.380 

Loan Pond 
Mount BalaceAmoun 

649.5 

Training 
Balanc 

160 

38 122 

Travel 
AmountBalance Aount 

95 

25 70 

Petty Cash 
Balance.t 

20 

Donor 
Advance 

5,200 

Total 
Balance 

5,200 

5.080 

4.930 

4,910 

4.872 

6.847 

Dec.31 

Dec.31 

Totals 

Ptty cashSreimbursement 106 JV3 

5.200 353 

13.5 

0 

3 

2,000 

1,997 

150 

6 

645.5 

639.5 

120 

2 

1.380 

1,378 

0 649.5 38 

2.1 

122 

119.! 

25 70 20 5.200 4.867 

4,833.5 

Dec.31 Bank charges 5 5 1.992 4.828.. 

Dec.31 Monthly closings 5,200 371.5 8 1.992 156 639.5 122 1,378 0 669.5 A. 139. 25 70 20 5.200 4,828.1 
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Table 26 

BANK RECONCILIATION
 
as of
 

December 31, 1981
 

BALANCE PER BANK (or Ministry) 4,867,000 

Less: Outstanding Checks 

1. No. 105 30/12 25,000 
2. No. 106 31/12 13,500 
3. 
4. 
5. 

38,500
 

Add Deposits in Transit
 

1.
 
2. + 

4,828,500
Reconciled Balance Per Bank 
or Ministry 


BALANCE PER BOOKS 42833,000
 

Less: Bank Charges 5,000 

4,828,500Reconciled Balance Per BOOKS 
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17. Preparing monthly financial reports 

Purpose: 

Good financial procedures require that management bd 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 complete 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 
accomplished. 

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

(a) Internal reports are developed to meet the needs of project 
manw.gement. 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 t'mely; 

(c) 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 74) 

Status of Disbursements. (Page 76) 

Project Status Report. (Page 78) 

Reconciliation of Accounts. (Page 80) 
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Procedure: 

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

(b) Post summary totals from project journals and ledgers to 
monthly financial reports; 

(c) The person who prepares the report certifies that amounts 
reported are true and correct; 

(d) The Project Director of the Implementing Agency also cer
tifii 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 Source 

Budget
Category 

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

Annual Project Implementation Letter 
Budget 

Previously Accumulated 
Encumbrances 

Encumbrance Journal or previous 
Status of encumbrances 

Current Period Encumbrance Journal 
Encumbrances 

Cumulative Total of columns entitled 
Encumbrances "Previously Accumulated 

Encumbrances" and "Curren'. Period 
Encumbrances" 

Unencumbered 	 "Budget" less "Cumulative 
Balance 	 Encumbrances" 
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Project Number: 478-0012 Table 27 Project Title: Irriqation 

STATUS OF ENCUMBRANCES 
(as of 31 December 1981) 

Buduet cateqory 

(a) 
LC annual 
budq.t 

(b) 
PrPviously
accumulated 

(c) 
Current 
period 

(d) 
LC 

cumulative 

(e) 
LC 

unencumbered 
encumbrances Pncmbrances encumbrances balance 

(b + c) (a - d) 

Personnel and office expenses 4,200,00 20,000 20,000 4,180,00( 

Materials 2,200,00( 156,000 156,000 2,044,00( 

Equi ;3ment 8,600900( 122,000 122,000 8,478.00( 

Loan Fund 3,000,00( -0- -0- 3,000,00( 

Travel 400900( 25,000 25,000 375,00( 

Traininq 1,100,00( 40,500 40,500 1,059,50( 

TOTAL 19,500900( 363,500 363,500 19,136,50( 

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 


Budget 

Category 


Annual 

Budget
 

Cumulative 

Encumbrances
 

Previously Accumulated 

Disbursements 


This period 

Disbursements 


Cumulative 

Disbursements 


Unliquidated 

Encumbrances 


Source
 

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

Project Implementation Letter
 

Status of Encumbrance's Report
 

Prior periods' cumulative
 
disbursements derived from
 
the Cash Receipts and
 
Disbursements Control Ledger
 

The totals of the "Amount" columns
 
for each budget category in the
 
Cash Receipts and Disbursements
 
Control Ledger
 

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

"Cumulative Encumbrances"
 
less "Cumulative Disburse
ments"
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Table 28 

Project Number: 478-0012 Project Title: Irriqation
 

STATUS OF DISBURSEMENTS* 
(as of 31 December 1981) 

LC 
(a) 
annual 

(b) 
Cumlati ve 

(c) 
Previously 

(d) 
This 

(e) 
Cumulative 

(f) 
Unliquidarted 

Budqet cateqory budqet encumbrances accumlatpd period disbursements encumbrances 
disbursements disbursements (c + d) (b - e) 

Personnel & office 4,200,00C 20,000 8,000 8,000 12,000 

Materials 2,200900( 156,000 156,000 1564000 -0-

Equipment 8,600,00C 122,000 122,000 122,000 -1-

Loan Fuind 39000,00( -0- -0- -0- -0-

Travel 400,00( 25900 25,000 25,000 -0-

Traininq 1,100,00( 40950( 40,500 40,500 -0-

TOTAL 19,500,00( 363,50( 351,500 351,500 12,000 

Prepared by: Approved by: 

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



-77

(c) Project status report 

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

Date Elenents 


Budget 
Category 

Annual 
Budget 

Cumulative 
Encumbrances 

Cumulative 
Disbursements 

Accruals 


Cumulative Value 
of Goods and Services 
Received 

Percent Budget 
Encumbered 

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
ments" and "Accruals" 

"Cumulative Encumbrances" 
divided by "Annual Budget," 

multiplied by 100 

Percent Budget for "Cumulative Accrued Expenditures"
 
which Goods and divided by "Annual Budget,"
 
Services Have Been multiplied by 100
 
Received
 



Table 29 

Project NImber: 478-0012 

PROJECT 
(as of 31 

STATUS REPORT 
December 1981) 

Project Title: Irrigation 

Budget category 

(a) 
LC annual 
budget 

Cb) 
Cumulative 

encumbrances 

Cc) 
Cumulative 

disbursements* 

(d) 
Accruals** 

(e) 
Cumulative 

value of goods 
& services recc 

(c + d) 

(f) 
Per cent 

budget encum-
bered 
(b : a) 

(g) 
Per c-nt 

budget for 
goods rec'c 

(e : a) 

Personnel & office 

Materials 

Equilinent 

Loan Fund 

Travel 

Training 

4,200,00( 

2,200,00( 

8,600,00( 

3,000,00 

400,00C 

1,100,00( 

20,000 

150,100 

122,000 

-0-

25,00( 

40,50C 

8,000 

156,000 

122,000 

-0-

25,000 

40,500 

1,000 9,000 

156,000 

122,000 

25,000 

40,500 

.48 

7.1 

1.4 

-0-

6.3 

3.7 

.21 

7.1 

1.4 

-0

6.3 

3.7 

TOTAL 19,500,00( 363,50( 351,500 1,000 352,500 1.86 1.81 

Approved by:
Prepared by: 


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

"I/ For an explanation of accruals, see appendix II. 
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The data for the Reconciliation of Accounts report is obtained
 

from the following sources:
 

Source
Data Elements 


Balance in Donor Receivable
Donor Receivable 


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

Total of the "Amounts" columns for
Disbursements 

each category in the Cash Receipts
 
and Disbursements Control Ledger
 
less 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 

(d) 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 expended, ana the cash balance in the 

project bank account. 

Example
 

In the illustrated monthly report in Table 30 the Project
 

Agreement is for a grant of $750,000 which is converted to local
 

currency (LC 75,000,000). The total of cash advances received
 

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

should be the difference between 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
 

recorded in the cash receipts and d.isbursements control ledger
 

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

to petty cash fund = LC 371,500. The balance of cash on deposit
 

in the project bank account is LC 4,828,500.
 

You will note that the cash 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
 

grant.
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Table 30 

Project No. 47812 

RECONCILIATION OF ACCOUNfS 

Donor Receivable 9,800,000 [Grant Amount 75,000,000 

Disbursements 351,500 _...._ __-

Cash on Hand 4,828,500. 

Petty Cash 20,000 ______ __ _____ 

TOTAL 75,000,000 TOTAL 75,000,000 

Prepared By: ____ ______ Approved By: ________ 



--
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18. Interest earned on AID-generated resources 

Purpose: 

To ccmiply with AID's policy requiring the return of interest
 
earned on grant funds advanced to ail implementing organization. 

Procedure: 

(a) After the monthly bank reconciliation is completed, interest
 

earned during the period is a reconciling item to be added to the book 
balance contained in the cash receipts and disbursement control ledger; 

(b) Add the interest earned to bhe cash receipts and disbursement 
control 	ledge" as a receipt and distrilute to a non reportable,
 

cash
miscellaneous or interest earned (budget type) category. The 

balance should also be increased accordingly;
 

(c) 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-out procedure 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 

I i s burse - Ms. dac BalancEZ[ Ite Payee Check Receipts 

' ii "1095

"17----T 40 .. 	 ('i0 10,950n7 


___82 Earnel .. 

7r'563 	 400 400 '10,5501/8/ USAM-82 
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Apendix I 

INTERNAL CONTROL 

The project management of each Implementing Agency is responsible 
.Ahichfor developing and implementiog a system of internal control 

will: (a) safeguard the assets of the project; (b) check the accuracy 
(c) promote operational efficiency;and reliability of accounting data; 

and (d) encourage adherence to prescribed managerial policies. 

the following fundamen-It is _mportant for each Agency to observe 
tal requirements in establishing an effective system of internal 

oontrol:
 

for definite , 	 A clear-cut organizational plan which provides 
for specific lines of authorityplacement of responsibility and 

Division of duties between authorization, record-keeping and* ascustody of assets so that the activities of one employee act 

a cheek on those of another; 

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

Provision 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 
the size of the project. The complete separationexist is related to 

not feasible in an organization with a small number ofof 	functions is 
employees. Even in small organizations, however, a high degree of 

by 	the proper plan of orgaeffective internal control may be obtained 
For example, no individual should benization and division of duties. 

an 	order, receiving the goods and
completely responsible for initiating 

and also signing the check for theservices, approving the payment, 
one person does have authority to approve an same transaction. If 

order and to approve the invoice, then another authorized official 

should sign the check. 
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Appendix II
 

APPLICATION CF ACCRUAL ACCOUNTING
 

The ob ective of accrual accounting is to recognize all financial
 
For example, goods or services
activity in the period in which it occurs. 


received or perfrmed in one accounting period (e.g. a month) and not paid 

until a future p nod would be considered an e-pense "accruing" to 
the project
 

in that earlier p,riod whether or not an invoice had been received. 
The total
 

of accruals plus ,inulative 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
 

Any emcumbrance document with a corresponding receiving report would 
be


file. 
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 month2. 

If the project incurs an accrued expense but the exacnt 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 accrued cost of
 

LC 1,000 in the category "Personnel & office". This amo~mt was deter-

In the file supporting the
mined by reviewing the open payables file. 


December 28, 1981 service contract for translating there is an invoice 

for partial services rendered prior to December 31, 1981 along with a 
This s the only accrual reported for copy of the translated document. 


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
 
This is because the total of accruals
is recorded on the monthly reports. 


plus cumulative disbursements should not exceed the encumbered portion of the
 

budget.
 



-84-


Appendix III
 

PROPERTY RECORDS 

Implementing Agencies are responsible for maintaining adequate 

control over property purchased. A property card record should be 
The property record shouldestablished for each item of equipment. 

contain the following information: 

Description
 

* Date acquired
 

m Purchased or contributed
 

* Cost 

* Property number 

* Location 

* Person responsible 

* 	 Date of last inventory. 

once a year to verify equip-
A physical inventory should be taken 


ment balances.
 



------------------------

1981 

-85-


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 loan 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 reauesting document, with the required availability of funds appro
val, would be forwarded to the accounting section for review, check
 
issuance and recording inthe 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 IIncreases lDecreases lBalance I Date - Decreases iIncreases i Balance 



----------------------- ---------------- 
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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 
.,Date IIncreases iDecreases iBalance Date Decreasesi Increases lBalance 

'11'F 500 I 500 13/3/ 500 500 
15/3 100 400 
17/3 50 350 

LOAN RECEIVABLE 1
 
----- -------- -------- *
 

D~ate increases Decreases Balance] 
1981 I 

I 100 100 
11T7/3j 50 150 

. 150. 

------ XMR I ------ -

Date Loa o Repaymen Balance 1 Date Loa rt Repaymen11 Balance]SInterest 1 1 Interest 

1981 j1981
1o 11 I T-F3 5 1 50 



- - - - -

- - - ----- ----- --- 
----- -----

------------- 
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As time lapses interest will accrue. Sone countries include the
 
In the case shown below, interest is
interest at the time of loan. 


recognized as being owed by the debtor to the loan fund at specific
 

intervals and an interest receivable entry on the records ismade and
 

the loan equity isincreased accordingly. The subsidiary loan records
 

are adjusted to reflect the interest that has accrued.
 

CASH I LOAN EQUITY 

Date IIncreases lDecreases Balance Date IDecreases lIncreases lBalance 

19811981 
500oo500 113 500 500 

10 510
100 400 21/12
15/3 

23/12 5 515


17/3 50 350 


Date I Increases lDecreases Balance1 

150
117/3 50 a i 
- -- - - - -I -- ----

Date Increases Decreases Balancei 

12112 10 110 I 
.
1981 1 ;8 .. .. . .
 

MR. YMR. X

ie I Date Lono Repayment 1 aac
Date Loan or Repaymn Balanc Dae LaIo aac

1 InterestIInterest --- ---- ------ ----------
100 00 F 11981 i
 

1981 11 

3121/12 10 I110 231 55 



------------------ 
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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 1 1LOAN EQUITY 
- ---------- --------- nn------------------------

Date I Increases Decreases Balance] Date I Decreases Increases' Balance 

1981 I I1981 

15/3 
17/3 
25/12 

500 

110 

100 
50 

1460 

1500 
400 
350 

13/3/ 
21/12 
23/12 

500 
10 
5 

500 
510 
515 

I LOAN RECEIVABLE I 
- ------------ ---- ------- 1 

Date IIncreases lDecreasesi Balancei18 
13 100 100 
17/3 50 150 

1 100 50125/12 


INTEREST RECEIVABLE i 

Date. IIncreases lDecreases lBalance] 

1981 
fr1r2 10 10 
17/3 5 15 
25/12 10 5 

R. xI 

ILoan or IRepaymentl Balance 
.IDate


Interest- --

1981I 
15/3 I 100 I100
21/121 10 1 1110 I25/12 110 1



- -------- --------------------------------------

- ------ - -------
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If an outstanding loan is deemed uncoilectable and it is deter
mined to write it off as a bad loan or debt the loan 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. Assuming Mr. Y's loan is deemed uncollectable, 
the following transaction results. 

CASH 	 LOAN EQUITY 

Date Iincreases i Decreases Balance Date I Decreasesi Increases lBalance 

1981 	 1981
 
n-73 500 500 I 3/3/ 500 500
 
15/3 100 400 21/12 10 510
 
17/3 50 350 23/12 5 515
 

110 11460 27/12 55 460
 

f LOAN RECEIVABLE j
Dte IIncreases j Decreases lBalance 

S1981 
I 100 100
 
17/3 50 150
 
25/12 100 50

21/12 1.1 	 50 -0

._1 	 .fI1TEREST RECEIVABLE 1 
Date I Increases j Decreasesi Balance 

1981I 
ITiT2 10 10
 
23/12 5 15
 
25/12 10 5
 
27/12 5 1 -0

MR.Y 

Date 	 Loan or Repayment Balance
 
Interest
 

17/3 50 50 
23/12 5 o-Move 55 to Uncollectable File 
27/12 tznol- .

lectable 



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. 
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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 clinics or pilot farms. 

These operating funds, sufficient to cover expenses that would be 
most efficiently made on site, my 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 budget categories, the substation 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 P'me category. When the branch 
office presents its encumbrance and expenditure suniary 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 =ty be eliminated 
for its own consolidated reporting purposes. 

The substation records the advance 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 encumbran' and 
expenditure. Reporting should follow guidelines provided by tat 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 Transaction Reference * branch Total
 

10/2 Branch Adv. Bola-47 50,000 50,000 

CASH RECEIPTS &DISBURSEMENT LEDGER 

e Transaction Check # Receipts Disburs. T Advance TOTAL 

10/1I Bola Branch 112 50,000 50,000 50,000SAdvance III 

Branches 

ENCUMBRANCE JOURNAL
 
Dae Transaction Refferericj Suple I7uipalni aa' ~ O
 

10/1 Advance Bola-47 20,000 10,000 20,000 50,000 

CASH RECEIPTS &DISBURSEMENTS LEDGER
 
Date Transaction Check # Receipts Disbursements * TOTAL
 

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

V/ For the purpose of brevity in this illustration, the columns 
for riferences and the specific budget categorie-3 have been deleted. 
They would normally appear here as they do in tables 2 and 3, 5-15 and 
17-25. 
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Appendix VI
 

SAMPLE FORMS
 

and
 

BASIC ACCOUNTING SYSTSI 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 received: Amount date
 

Travel expenses:
 

Transportation (attach receipts)
 

Per Diem: days @ per day
 

Total
 

Signature
 

-"FOR OFFICE USE ONLY:
 

Total travel expenses
 

hvance
 

Additional amount due traveller
 

Amount to be refunded by traveller
 

Approved
 
Signature
 



TRAVEL AUTHORIZATION 

Number: 

Date Requested:
 

I-lnae of Employee: 

DeparTment o Division: Ministry: 

Purpose of Intended Travel:
 

Travel Dates Places to 
 Method
 
of

From; To. be Visited Transportation
 

Airplane
 

Official 
automobile
 

Bus
 

Private 
automobile
 

Other
 
.(explain) , 

Estimate of Travel Expenses: 

1. days @ per day_. 

2. Transportation cost:
 

TOTAL 

Signature of Traveler Project Director or Other 

Authorized Official 

Date Approved 
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PURCHASE ORDER
 

Date: 
 P.O. No.
 

Supplier:
 

Description of Order
 

Good/Service Quantity Unit Unit Price Amount Quantity Accepted
 

TOTAL
 

Purchase requested by: Purchase approved by:
 

(Signature) 
 (Signature)
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NAMIE 

PURCHASE 

OF ORGANIZATION 
AODRESS 

REQUISITION I ORDER 

TO 
AOORESS 

CITY 

DATE MONTH 

CRDER No. 

DAY YEAR 

SHIP TO 

ADDRESS 

CITY 

QUANTITYORDE D RECZ-IVED 

II 
DESCRIPTION 

I I______________ 
UNIT PRICE 

____ 

AMOUNT 

SIGNATURE SIGNATURE 
REQUESTED BY APPROVED 

0 RECEIVING REPORT COPY SIGNATURE _ 

FINANCIAL OFFICBR 
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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
 



DASIC ACCOUwlTl"G SYSTEM - DATA FI.OV 

H I* I3.fill °°,, 

Contras ICg,,-
I a 

o,- Ar.,--,,t_ 
Approval 

Iconti, I -&_-
Authorize' 

CPc, 
C all 

Ac,,,ce 
Precedgut & Advance hek 

InAiecejai. 

IC ost acP-I eI e n 
e loAcct.he ,:Sae.:k 

flsIte I t51r 

SnctIon Approved Donor Encumbranc, 

,IAFI .i,~~,eceLvalble -- J OUrsl JL.etate81 

A dvillco 

Acct-.j. I__ CD 

Set' I o-i Cheto nefil I ! L D 

/ , iVe., 'uyw! 
o t_ 

At 
Icecs and Deot I " Invo ices 

illrice 
Pl,-,,.. I Contract,,sI ro , Else umbris vceI O Ire l li,1 

TliravlntI 
Urder 

+.,,Dliveror. .+ 
Goo;°ds & 111vlieal 

ServlceCheck 


