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1. Introduction

a) Purpose of this handbook

This handbook has been designed to help ERGO Partners streamline or
I mprove their accounting systems and me e
requirements.

b)  Scope

The handbook focuses primarily on financial and accounting aspects of CRY
grants to NGOs. Some of these aspects are connected toissiles, such as
FCRA or Income Tax. Therefore, a limited discussion of these matters is also
given.

Most of the requirements discussed here do not apply to Fellowship grants.

c)  Authority

This is a composite handbook to help strengthen accounting systemsr of
partners in general. The contents of this handbook may have varying degrees of
authority. This is explained below.

Essential Requirements

These are practices, which CRY considers as a must for all organisations supported

by it. If these are not folloed, it may affect continuation of a funding relationship.

If a requirement is found to be difficult to implement, you must immediately bring

It to CRYOds notice in writing. CRY wi |l
Essential requirements are highlightedlue colour

Recommended Practices

Following these would help you simplify and strengthen your accounting systems.
Our monitoring teams may also encourage you to adapt these practices. However,
it is up to your judgement whether or not to follow th@dsese are€oloured green

Compliance with Law

These are requirements prescribed by Indian laws as interpreted by the designers of
this handbook. The handbook is designed so that there is no conflict with the legal
requirements. However, please note tha gour responsibility to follow the law

and you must obtain independent expert legal advice wherever required. Legal
compliance issues arearked with yellow

d) Maodifications to this Handbook

No handbook can ever survitie test of time. We expect this one to
evolve over a period of time. Your inputs in this process will be
welcome. Modifications will be formally notified to all existing CRY
partners along with replacement sheets and instructions.

! Refers to CRY i Child Rights & You, Mumbai and its regional offices
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e) A word about writing style

We feel that reading an accounting handbook from cover to cover needs a lot of
grit, courage and determination. To ease your journey, we have added graphics and
tried to use a light, conversational style of writing. Footnotes provide additional
referenes. Some more information on these topics is also available on the internet
at www.AccountAid.net

An electronic copy of this handbook has been uploaded in the Documentation
Section atvww.cry.org You can also get latest updates to the manual at this site.

f) Terminology

Today, there are no terms or words that Cc a
tried to use words that meaesCRYpamersior | n t hi s
organisations that mainly implement programs directly. Often we have used the

word o6youd when addressing the NGO. Or gan
provide funds for such progr ams, have beert
means he person who looks after your accounts. Throughout this handbook,

OCRYO refé€Chbitld BCRNts & Youbd.

We have also tried to keep this handbook free from gemdsr At some places,

this means difficult grammar. At other places, where using apptepterms
would debilitate the monitoring process or cause confusion, we have retained
genderbias.

g) If you need any clarificationsé
¢ You can discuss the matter with your auditors / advisers; or
¢ You can speak to the concerned CRY program person; or

¢ Youcancont act CRYObs r engaluo)rkalkata, €Hemnai,c e at B
Mumbai or New Delhi; or

¢ You can write to AccountAid Indla  wi t h a copy to CRYO6s con:d
office.

h)  Acknowledgement

The design and content of this Handbook was originally developedabjays

Aditya & Associates in consultation with Sfdéor its partners in India. We
gratefully acknowledge Sidads consent t o
contents for building up this handbook.

Changes and additions to the original Sida manuat baen made by AccountAid
India, in consultation with CRY. The Handbook has also borrowed heavily from
6 Ac c o u hserigdolf cirddilars.

'!Account Ai dEB, PonkétiCaSiddharth Vistar, New Delhi i 110014; Ph: 26343128 Ph./Fax: 26343852;
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2 Development Cooperation Section, Embassy of Sweden, Chanakyapuri, New Delhi

® Researched, designed and circulated each month since 1994 by AccountAid India under arrangement with
Oxfam America (1994-2000), CRY (1995 onwards) and The Ford Foundation (2000 onwards)
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2. Budgeting

Budget is a very important component of the project document. If it is prepared
carefully, it can be integted with the action plan. A clear budget will also help
your accountants to book expenditure under proper heads. This will allow you to
monitor variances effectively.

This can be done only if expenses are booked under proper heads. Sometimes,
expenditue is debited to accowhieads depending on amount of margin left under
the budget head. The nature of the expense is ignored. This results in distortion of
the accounting reports.

If the partner proposes a reasonable budget, chances are that CRY ket
any cuts while approving the budget. This means that partners can start with
realistic budget estimates. There i s no ne

CRY has a standard form for preparing budgets. This is available with the regional
CRY offices. Additionally, a few suggestions on preparing the budget are given
below.

a) Budget Structure

There is a view that program persons and accountants have different expectations
from a budget document. Program people hope that the budget will tell them how
much is lidgeted for a particular activity. Accountants want to know where an
expense should be booked. Often such information is not clear from the normal
budgets.

A possible way to solve this problem could be like this. First prepare a budget
based on the progranThis budget could be structured on a simplified logical
framework. This budget could be useful in the following ways:

¢ It can help you visualise the planned activities;

¢ It can help you plan the resources needed for each activity and its components;
¢ Itwill help CRY understand your program and your requirement for funds;
c

It can help your implementing team understand the vpdatk and link it up
with funds available.

A Program Budget would have the following headiiggou can add or modify
columns per youneeds and the size of paper used!
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Name of the
program or
program

component

You may have many
items or activities
under each program.
Give the logic or
necessity or
rationale for each

separatelv./

Give the
number of
days /
months
(under this
budget)

Describe
the Line

item. was

Show how
the amount

Show the
amount for
each line

item here.

calculated.

v L4 L4
SI | Name of Specific Logiclreasor¥ngfor Duration of | Budget Line |Budget Line Amount
Program Objectives of each activity / item | activity Item Item )
this program Narration Calculation
A s ampygramBadgét i s gi vié/Tn on page

After you have finalised this budget, prepare another summary budgetwillhis

help your accountants to book expenses under normal accounting heads. The
OAccounting Budgetdo is simply a reclassifi
Accounting Budget could be as given below:

It b -
;Thgunr?aiﬁr Combine these two columns to open Will help the
budget. Will ledger accounts. For example: Accountant in
y oSurvSalaary to He For the checking
help in .
referring back accoun amounts booked
// 6Devel a p\/lme retr i al information in accounts.
\J V - -
Ref. Account Head Program Duration Calculation Amount ()
A s a MpcbunmtinggBudgeéi i s gi vléOn on page

At first glance, this appears to be additional work. However, single budgets in
vogue these days try to be both the program budget and the accounting budget.
These end up being neither. Praxp persons are not able to get enough
information from these to help plan expenditure. Accountants also find it
frustrating opening accounting heads, which look like program activities and are
different for each Agency.

Secondly, if you use a spreadshpetgram like Lotus -3, Excel or Quattro Pro,

you could set up crogeferences between the two budgets. Then if you make
changes in the program budget, the accounting budget will get updated
automatically.

b) How much

Budget figures must be based on grouedlities. When budgeting salary for a
CRY supported project, you may wish to see what are the general salary levels in
the region. Also the salary amounts budgeted should not be so high or so low that
these would cause conflicts within the organisation.

Budgets for materials should be based on how much is likely to be used. Prices
used in calculations must be realistic.
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You also need to provide for the following:
Increments

People grow over time in terms of skills and experience. An annual increment is a
normal expectation. If your organisation provides annual increments, you should
increase the salary budget each year accordingly.

Accountant

Good accountants are difficult to find. It is even more difficult to retain them. One
factor sometimes, is the laof a salary budget for an accounta@RY requires

that its partners will find, employ and retain good, full time account&ush
persons should have adequate training in accounts, and preferably a commerce
degree. They should also have sufficient exgree

For this purpose, reasonable amount of salary should be budgeted. For budgeting
the salary, you may want to look at what good accountants are paid by local
businesses. Where the salary can be shared with other agencies, a proportionate
amount shou be budgeted in CRY proposal.

Audit fees

Independent audit of your Society or Trust is an essential

requirement for public accountabiltZRY requires that its

‘ ‘ partners will retain a good firm of Chartered Accountants fo
this purpoself such a firm is available in a nearby place, its

&’\}g, services will be more useful.
2 4,3

In order to do a proper audit, adequate professional
remuneration is essential in most cases. Unfortunately, an audit fees component is
often not included inhte budget. It is suggested that where audit fees can be shared
with other Agencies, a proportionate amount should be provided.

You should also provide an additional amount in the Budget for CRY audit
certificate Consult your auditors as to the amountesfd they would expect for the
CRY Audit Certificaté. Auditors should carefully consider their professional
responsibilities and the scope of work involved in the Certificate before indicating
their fees.

Inflation

When proposing a budget for the first time, remember that it may take some time
before the proposal is approved. In the meanwhile prices will continue to rise.
Keep this in mind when estimating budget amounts.

If the proposed budget is for more than oreary provide for inflation in the
second and subsequent year also.

! Format on page 103
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Chief Functionary

If you have a fulitime Chief Functionary, you may need to pay a salary to the
person. There is no bar in the Income Tax Act on paying reasonable salary to an
office beaer. Under the Societies Act, it is expected that an office bearer such as a
Secretary or Treasurer will not be paid for duties of a Secretary or Treasurer
However, they can be paid a salary for additional duties such as administration or
program managemeé In Tamilnadu, however, office bearers of a society cannot
be paid any remuneratioiYour auditors can explain the intricacies of this law to
you.

CRY suggests that reasonable and proportionate amount of remuneration for a full
time Chief Functionary siuld be budgeted, where required

c) Break-up

If you want to make a good budget, it is important to provide bupaéf figures

that are included. For example, you can break down salaries by person (with role),

rate per month, and number of months. Amounté&orexposure tour must be

broken down into fare, food, lodging, incidental experisé®w you arrived at

these items should be indicated or exampl e, Of o0 perdayor 20 per
x 4 daysbéo. Thi s exeroonsemng ahfirgt buwibhepar t o be
avoid undetbudgeting or ovebudgeting. Finally if an item cannot be broken

down at aislumésay 61 ump

CRY requires that all budget items will be broken down to the extent practical.
Budgeted costs should correspond as closely to the sstiai feasible

If you are using computer spreadsheet progfidea Excel, etc.) use the formula
for calculation instead of manual typindf the file is copied, make changes in the
formulaalsoto get the right calculation.

d) \Variances

If you make a budet, variances will follow naturally. These variances should not
be suppresseddn attempt should be made to book all relevant expenses under
proper account headSometimes, expenses are booked under a different head just
because the budget under the prdpEad has been used up. Some variances occur
due to departures from approved activities. These may requiredseussion

with CRY representatives.

Variances would be calculated and reported, as discussed in the section on
OReporting 80pPas Ravanceg shauld &so be used to revise budget
amounts wherever required.

e) Change and re-allocation

Sometime, theapprovedbudget line item needs to be changed eall@cateddue

to change in program environment due tosome other reasenlf you wish to
make any such change,ighshould be approved by CRY representative before
making any change or-adlocation.

t May be an office bearer
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3. Internal Control

a) Cash Box

In most NGOs almost 999% of the payments are made in cash. Often cash
payments are made because a cheque payment is impractical. But gradually this
becomes a habit. This increases the problems in accounting and keeping track of

cash. Cas movement and storage increases, with higher risk.

Wherever possible, try to make payments through cheque
This will reduce the amount of cash you have to handle aq\d\ t s
keep. It will also reduce the risk that a transacticey be _:
forgotten.

Cash is a key control point in any accounting system. This is
the reason why most auditors insist on a cash count. How
should you keep your cd$h

A basic distinction to emphasise here is that we are not talking gbautashi
weareal king about the Societyds cash.

you do not have a fulledged accounts dept. including a cashier. As a result,

people end up carrying the Societyos
This would be all right if they had mad voucher and debited themselves with the

amount of cash they are keeping. But when this is not done, it becomes difficult to

keep track of who owes whom.

It is normally difficult to make entries in formal cash book immediately. In some
cases, the heaaf account or the name of project may not be clear. In others, the
accountant may be patime. To solve this problem, some NGOs keep a diary or
note book in addition to the main cash book. All transactions are noted in this

immediately. Accounhead is nb notedi only the person receiving cash and
purpose is noted (and the amount of cash paid or received!). Thibowkehelps
them keep track of their cash in hand.

We can look at three type of situations: one, where you may not even have a full

time accaintant; two, where you have an accountant but not a cashier; and three,

where you have both.

! Amount of cash you need to keep is discussed u n d €ash withdrawalsd on 3fp.ag e
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Situation Cash handled| Suggestions
by
No full time | Chief Keep cash separately in locked drawer or almirah in the office
accountant | functionary Maintain diary or note book for entering all receipts and paymen
s el telel immediately.
person ) .
If person handling cash takes advance, enter this amount also
immediately in the note book. Such advance should be taken wi
consent of Chief functionary or another seniorgen.
Periodically tally the cash balance as per note book with cash in
drawer or safe.
Chief functionary can participate in cash tally once in a while (at
least 1012 times a year) and initial the note book.
Accountant | Accountant, Keep cash separately in locked drawer or almirah in the office
. . aintain diary or note book for entering all receipts and paymen
E:\;r?lzr gjzglonary Maintain diary te book f tering all Ipts and pay
immediately.
or another 4
senior person If person handling cash takes advance, enter this amount also
immediatelyin the note book. Such advance should be taken wit
consent of Chief functionary or another senior person.
Periodically tally the cash balance as per note book with cash in
drawer or safe.
Chief functionary can participate in cash tally once in a while (at
least 1012 times a year) and initial the note book.
Both Full Cashier; gt
time Sometimes
accountant | extra cash the
. Kept with r_
cashier Chief '
Functionary Maintain diary or note book for entering all receipts and paymen
or senior Immedlately
plellely If cashier takes advance, he/she should enter this amount also
immediately in the note book. Such advance shoulddien with
consent of Chief functionary or another senior person.
Cashier should periodically tally the cash balance as per note bq
with cash in drawer or safe.
Chief functionary can participate in cash tally once in a while (at
least 1012 times a yearand initial the note book.

The above chart shows three different situations. However, a system where cash
and account books are handled by two different persons is usually de

b) Responsibility Chart

Where an organisation is small, things are easily controlled without any delegation.
But as it grows, it becomes necessary to let different people handle things. In such

In case of large withdrawal, extra cash may not be kept with cashier.
2 cash handled by cashier normally
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a situation, people should alkoow what their responsibilities are. This will help
them in their work.

To improve clarity on this, many NGOs prepare a simple chart showing who is
expected to handle what functions. For example, the responsibilities of the cashier,
accountant etc. areedrly specified. The chart also shows who have the authority
to approve expenditure. Similarly in a decentralised organisation, the chart would
also show who has signing authority for donor agreements, for operating bank
accounts etc.

While most of the tira these responsibilities are known to the people within the
organisation, auditors and reviewers sometimes expect to see a written note on this.
You may also wish to paste this chart in the accounts office for easy reference. The
chart should be updatedgrdarly so that it remains a live document.

We suggest that such a chart would be prepared and easily available for reference

c) Advances

Office advances are different from personal advanddsre we have discussed
office advances only.

Office advances cover money given to a worker as advance for office expenses.
Some NGOs record these transactions in the accounést do not.

The NGOs who do not record advance transactions, may be usind EUs
maintain advance registers. This preetis not goodAll cash transactions are
meant to be recorded in the cash hook

Using 10Us is risky. Maintaining separate advance registers actually increases the
work. It is also not a reliable method. As an alternative, you can open advance
accounts ouse a system of rolling imprest.

Opening Advance Accounts

It would be simpler if you opened separate advance accounts for the staff in your
main ledger¥ If a person handles both FCRA projectsl also general projects,
then you can open two advance accounts, one in each ledger.

When you maintain advance account s, you
whenever money is given to them. Later when they submit vouchers, the amount
would be credited tdeir account.

|l f you donét use a journal, entries in the

! For example, advance against salary or a personal loan. Can NGOs give personal advances? There is no

restriction on giving advances from NGO's own funds. If you are giving an advance from earmarked grant funds,

then the donor may object. Most donors would not object, if the advance will be settled within the project period,

and the NGO is willing to gurantee recovery of the advance. Salary advances should be given from FCRA or

Indian funds, depending on where the salary of that employee is being booked.

261 owe youb6; the amount given as advance is written on a slip
advance is settled.

% See chart on page 12.
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Receipts Payments
Date Particulars Amount Date Particulars Amount
4.4.10 Ms. Ramawati Advance: 5,000
(main)
Cash given for Balpur
mela
10.4.10 Ms. Ramawati Advance 4,360 | 10.4.10 Balpur Mela (CRY) 4,360
(main) Expenses incurred by
Expenses on Balpur Ms. Ramawati on Balpur
mela mela

I n this system, you dondét have to settle
It could be settled once month or once each quarter. The balance due or
recoverable would be paid or recovered in cash.

If you use a journal also, then the second entry can be made through the journal.
Using a journal is better than using the cash book for such entries:

Date Particulars Debit Credit
10.4.10 Dr. Balpur Mela Exp. (CRY) 4,360
Cr. Ms. Ramawati Advance (main) 4,360

Expenses incurred at Balpur Mela by Ms. Ramawati

Using rolling imprest

Rolling imprest helps reduce accounting work. Untlés system, a person is
given a Opermanentdéd advance. When they
whatever is spent. The original imprest gets replenished.

For example, Mr. Venkat is giveri,000 as a rolling imprest. This is debited to his
imprest accont. Now he incurs expenses 0f80. He is paid the full amount of
*780. Now he can again spend upfg000. Entries for this are shown below:

Receipts Payments
Date Particulars Amount Date Particulars Amount
4.4.10 Sri Venkat Imprest: 1,000
(main)
Cash given as rolling
imprest

10.4.10 | Sapling purchase (CRY) 780
Mango saplings
purchased by Sri Venkat
from rolling imprest

Page 10 of 182



Key

December 2010

The rolling imprest of 1,000 will be recovered only when the person leaves the
organisation or does not need the imprest any more.

Rolling imprest is given only to those people who often incur many small expenses
for the office. No time limit is normally kept for settling thepresti but if you
wish, you could clear the imprest once annually for better discipline.

d) Old Records

No time limit is given under law for keeping old records by NGOs.
Under the Income Tax ldyw some assessees have to keep o
accounting records for aedst ten yeafs

ient

What do you need to kee
Il form
ptn case your accounts are
computerised, you need to keep printed copies of these. Keeping computer files on
a floppy or haredisk is not sufficient.

The registers and cash book etc. can simply be labelled and stored. But how would
you keep old vouchers etc. for ten years?

titched
Simple bookbinding (using cardboard and thread) is sufficient. The binder would
charge you about15-20 per file. The voucherléis are then labelled and kept in
tin boxes. You should keep the boxes safely, in a dry place. Keep soméatisth
in the trunks and air the voucher files at least once a year.

What about computer files, such as data files of Tally etc.? You shoulthikesta

print-out of the cash book, ledgers etc. and bind these properly. These should be

stored as discussed abo to a
nce.

! Rule 6F(5). Applicable to professions such as legal, medical, engineering, accounting etc. only.

% The actual requirement is for keeping the records for eight years from the end of the assessment year. For
financial year 04-05 (1.4.04-31.3.05), the assessment year will end on 31.3.06. You have to keep the records till
31.3.2014. This effectively translates to 10 years (April 2004 till March 2014).
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4. Book-keeping

a) Integrated Cash Book

NGOs receiving FCRA funds are required to keep a separate cash book for FC
funds. But should they keep separate cash books for each funding agency / project
as well? Many NGOs maintain separate cash books, sometimes psasnéfty

each year!

This practice apparently started with a misinterpretation. Most agency agreements

say that separate accounts will be kept for the funds given by them. This actually

means that the NGO should keep separate ledger accounts for tlegiseXgads.

This does not mean t hat they should keep
some point of time, the meaning was twisted and separate cash books emerged.

This practice increases woliad of Accounts Department. It also weakens cash
control. It is because of this that many NGOs keep a separate rough cash book for
controlling cash.

fal)

Is there a simpler alternative? People have experimented with columnar cash
books. One column is kept for each agency on the receipts side and another on the
paymens side. This is feasible only if you are working witld Zigencies. Further,

you need to get such cash books printed specially.

Another alternative (recommended) is to use the standard cashBmakentry is
marked suitably with the name of the agenclyisTis then posted to the relevant
ledger. The overall accounting system may look as bé&low

General

r 1 Ledger
I Rough | \

iCash Log CAPART o
b _ (,LAZART Reports SBOTIety $
I edger alance
1 4——’
' ngerrlal / CRY Sheet etc.
I as ﬁ
: -»Book CRY Reports /

~—p Ledger

FCRA / Ledger
I Cash Sida
Book Sida Reports FC-3and

1

1

E Ledger » FCRA

f Oxfam Balance
E Oxfam Reports Sheet etc.
1

1

1
1
1
1
1
1
i FCRA
1
1
1
1

o IGP Ledger
Cash Fishery Profit
Book ~, Fisheries /"& Loss Ale
Ledger
lSeparateledgersarekeptforeachagency/pr oject. This is explained under the heading

% The name Tata Trust has been used as an illustration only. This does not mean that Tata Trust necessarily
recommends this system.
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The next question that arises is how do ywake entries (which will be posted to
several ledgers) in one cash book. For this, each entry should be marked with the
ledger where it would be posted. An example is given below:

Receipts Payments

Date Particulars Amount Date Particulars Amount

4.4.10 Salaries (Tata Trust) 8,600
Salary to teachers for

Mar c h 0 O (This will be posted to
CRY ledger
4.4.10 Salaries (CRY) 14,200
Salary to CRY project
staff per details This will be posted
to Tata Trust ledger
6.4.10 Travel (Tata Trust) 1,230

Visit to Ahmedabad by
Sri Venkat for meeting

10.4.10 | Sapling purchase (CRY) 780
Mango saplings
purchased by Sri Venkat
from rolling imprest

Over a period of time, we expect that people will gradually switch back to
integrated casbooks. In the short run, some of the agencies you work with may
continue to insist on a separate cash book.

However, a separate cash book should not be kept for CRY funds. These should be
reflected in the main cash book itself

This main cash book coulde for FCRA or for Indian fundsThis depends on
whether CRY has given you funds from its FCRA Account or from Indian
Account.

b)  Separate Ledger

While you can keep a common cash book as discussed above, a separate ledger
would be needed for each agencyo{gh in blue colour on the chart). Each ledger

will be labelled with the Agency / project name. You can post entries into these
ledgers directly from the General Cash Book or the FCRA cash book. There is no
need to post these into a Control Account.

Such lelgers are called stibdgers. These help you keep separate accounts for
each agency without loss of control over cash. In theledders you can open
ledger accounts according to the budget heads of the relevant agency. This will
help you prepare finandieeports for the agency.

Ledger Accounts which are not related to any specific agency are kept in the
General Ledger or the FCRA ledger.

For CRY expenses and assets, a separatkedgbr should be maintained

Essential CRY Requirement Recommended Practice Legal Compliance Page 13 of 182
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c) Vouchers

Some NGOs do not use vouchers whenever a cash memo is available. However,
this is not satisfactoryA covering voucher should be used for each entry,
including those for which a cash memo is available

A covering voucher carries useful information suchvay an expense was made,
who made the payment and the accewerd to which it should be debited. The
voucher is also used as an authorisation for the expense.

There are many different types of vouchers in use by NGOs. Generally, you can
find receipt voubers, cash vouchers, payment vouchers and journal vouchers. This
of course means that you have to print and keep separate stocks of each type.

A simpler alternative is to print a voucher that can take care of all these
transactionsSuch a design is sugged below:

Lok Jagran Manch, Machhera, AP . Vouché Revenue
: stamp
Date > 5,000
Budget / Account Head Project / Agency Amount ()
|
-
Dr. Use this rubber stamp
to mark CRY vouchers
Dr. and supports.
Dr.
~
” Total
Cr.
Cr.
Description Total

Total Rupees (in words)

Amount paid (in words) *

Accountant Project Incharge Treasurer/ Secretary Receiver

Whatever the design you use, try to ensure the followidgie printing the
voucher:

¢ There should be enough space on theHaftd side for punching and filing.
Leave adequate margins around the other sides to allow for curling and tearing
during storage.
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¢ You should use a standard size, keeping in mind the g&@®=r available. Odd
sized vouchers result in wastage of paper and are difficult to file.

¢ Use a paper that will not tear easily and will last for ten years. Flimsy paper
(less than 70 gsthis not suitable.

¢ You can save money by using a simple black amite design, over white
paper. Each colour you add will increase the printing cost.

¢ Ask the printer to glue the vouchers in pads oflB0 vouchers each. If you
plan to punch the vouchers on the-ledind side, ask for the gluing on the {eft
hand side.

¢ Donodt use a different colour for FCRA
know in advance whether an expense relates to FCRA or Indian funds.

You can also get rubber stamps to mark different agency names on the vouchers
and supportsin any case, all CRY voucheand supports must be marked with a
rubber stamp as shown above. Current vouchers must besilgdentially and not

kept loose or in packets

It is also important that all vouchers should be marked with serial numbers. This
number should also be givem the cash book and ledger so that vouchers can be
located easily

d) Authorisation of vouchers

How does the authorisation procedure work in NGOs? Some people think that
vouchers are signed in bulk at NGOs. This is only partly true.

Most NGOs have a very ftig system of internal control. Some NGOs use
cyclostyled or printed slips to authorise expenses. These are later removed when
vouchers are prepared. In others, the Chief Functionary or a senior person will
initial the cash memo or support. This is treadsdauthorisation. In many NGOs,
cash payments are reviewed every evening or every week by the Chief Functionary
or a senior person.

These procedures work o6équietlyd and do
systems. This makes many people think that N@Osnot have good internal
controls.

These informal procedures are useful and effective. Still, we need some formal
procedures. One of these is authorisation of vouchiElisvouchers must be
authorised before these can be accepted as proper accountingedtsu

In most cases, vouchers should be authorised by Chief Functionary. For this it may
be necessary that the Governing Body passes a resolution. Bulk signing by an
absentee Treasurer or Secretary is not a good idea.

In larger NGOs, you can also delegaome of this authority to a senior person
For example, vouchers upt®00° can be authorised by the Finance Manager or
Project Coordinator. Vouchers above this limit will go to the Chief Functionary as

! Grams per square meter: standard measurement system for paper weight
2 You can use a spring file, index file or a lever file.
% You can adjust the limit according to your situation (transactions, comfort level).

Key Essential CRY Requirement Recommended Practice Legal Compliance Page 15 of 182



December 2010

usual. This helps by reducing the pressure on thefGunctionary. Also he or she
can pay more attention to the vouchers which come to them.

Whatever you do, never look at authorisation as a routine chore. If you have
authorised a voucher, you will end up accepting the full responsibility for it.

e) Computerised Accounts

If your accounts are computerised, the above concepts remain applicable.
However, you may need to consult your auditors or computer consultants for this.

Selecting a Software Package

Most popular packages allow sidzigers or groupdn some cases (e.g. Tally 5.4
and above), you can use casntre facility also for this purpose. You can also
make groups and stdroups under TallyFrom version 5.4 onwards, Tally can be
used on Window® operating systemVersion9 of Tally can be usetly multiple
users simultaneosulyrally is the most common package in NGO sector today. It is
also easier to find accounting staff who are familiar with Tally.

Wings isa good accounting package though not as well known as Tally. It has
similar features but a better ugeterface. There are different modulés
depending on your needs, you can pick up the ones you need.

QuickBooks is another interesting package. Thiskmge is
extremely usefriendly and has very good search, reporti
and budget tracking features. However, some of
terminology is unusual. The package uses registers for lec
and books and class for casntres.

V=

When shopping for a package, do no¢ misled into believing that NGO
accounting needs special packages. All accounting works on Debit and Credit.
There are things which you should do by hand. For example, we have not yet seen
an accounting package that can give you a true Receipts & PsyAwount.

Try to avoid a custormade package or a package, which promises you everything
from voucher printing to Balance Sheet. These packages are usually inflexible,
difficult to implement, create power centres within Accounts Dept., and have any
numbe of bugs.

Setting up your system

What happens after you have installed the accounting package on your computer?
You have to set up the package for use. This involves defining accounting groups
and ledger accounts. If you give some thought to this, yold save yourself a lot

of trouble later on. The following illustration gives you an idea how to set up a
package for your use.

In this example, we have assumed that CRY has given you the grant from its
FCRA funds. If CRY has given the grant from Indiamds, just make the entries

in the Indian cash book instead. Some account heads will also be changed from
FCRA to Indian. Please consult your auditors or contact our office if you have
problems with this.
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Lok Jagran Manch is an NGO. It receives funds frowhdn sources. It also has
FCRA registration and receives funds from international donor agencies. In
addition, it has a unit for manufacturing Chyawanprash. It also has a-onext
program, under which loans are given to people.

According to law, a sepate cash book and ledger is required for FCRA. Similarly,
a separate cash book and ledger is required for Income Generating activities, such
as sale of Chyawanprash.

Lok Jagran Manch wants to know how much funds it has received from each
source. It alsavants to know its profit or loss from Chyawanprash unit. It wants to
keep a track of the revolving fund loans also.

How has Lok Jagran Manch set up its accounts?

It has opened one company05tb.l | Whdy 06iLso kt hlea g
mentioned? To mee sure it can keep its books for each year in separate files.
Strictly speaking this is not necessary, but some accountants find this more

comforting.
It has then defined the | Group / Sub-group Grouped under
main  groups.  The [ pgvance - FCRA Primary
groups o help in Advance — General| Primary
.Summa”.smg Branch / Dhvisions Primary
information when you

Capital Account Primary

make a trial blance or
balance sheet. Fol Reserves & Surplus (Retained Earnings) Capital Account

example, all the bank | Capital Fund Primary
accounts can  be | Chavanprash Unit Primary
grouped U N | Contribution From Beneficiaries Primary

Accountso . CRY Project Exp.-FCRA Prirnary
not mean that you will

maintain  all  bank | CurrentAssets Prirmary
accounts in one account. You will still keep them separate. But for reporting, you

Sl :iList of Accounts Mature Grouped under Type

25, i CRY Project Exp.-FCRA Group Primary Expenses
26. Bal fefa Exp. - CRY Account CRY Project Exp.-FCRA Expenses
27 Computer — CRY Account CRY Project Exp.-FCRA Expenses
28 Conveyance - CRY Account CRY Project Exp.-FCRA Expenses
29, Educational Material - CRY Account CRY Project Exp.-FCRA Expenses
30 Educational Rights Campaign - CRY  {Account CRY Project Exp.-FCRA Expenses
KA Electricity & Water - CRY Account CRY Project Exp.-FCRA Expenses
32 Mid - Day Meal - Cry Account CRY Project Exp.-FCRA Expenses
33 National Workshop - CRY Account CRY Project Exp.-FCRA Expenses
34 Parents Teaches Weeling - CRY Account CRY Project Exp.-FCRA Expenses
35 Posiage Expenses - CRY Account CRY Project Exp.-FCRA Expenses
36. Printing Charges - CRY Account CRY Project Exp.-FCRA Expenses
37 Salary & Wages - CRY Account CRY Project Exp.-FCRA Expenses
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will be able to group #m or see them separately as you want. A sample list of
groups is shown on pad&0.

How do the groups help? Firstly, they help in keeping all accounts of onetproje

together at one place. For this, you define each project as a group. All expense

accounts for that group will be opened under the group. As an example see the
accounts opened under tRECRAD u@B2CRYe Pr oj ec

Secondly, we can open multiple cash books in the same company. We can also
group these together under 6CasH53Account 6.
where three cash books have been opened: FCRA, General and IGP. In Tally, cash

books are opened by opening a cash account. All the three cash books have been
grouped under O6Cash Account 0.

Sl LIS’t of Accounts Nature Grouped under Tvpe

42, Bank Accounts Sub-Group  Current Assets Assets
43 Bank of Magadh, FCRA Adc- T0041) Account Bank Accounts Assets
44, Bank of Magadh, General A/c-20040 | Account Bank Accounts Assels
48 Rank of Magadh, IGP Ade-300410 Account Bank Accounts Assets
45, Cash-in-hand Sub-Group Current Assets Assets
47 Cash - FCRA Account Cash-in-hand Assets
48, Cash — General Account Cash-in-hand Assels
49, Cash —IGP Account Cash-in-hand Assets

Same applies to Bank accounts also. An example is shown oipage

What is the disadvantage in opening separate companies for FCRA and Indian
funds? You have tewitch between companies to make entries for FCRA and
Indian funds. Also it becomes more difficult to prepare a consolidated report.
Sometimes, transfer entries are made in one company but mirror entries (in the
other company) are forgotten.

For the Revolving Fund, Lok Jagran Manch has opened a separate asset group

called 6Loan to B¥neficiariesd (see page

Sl | List of Accounts Hature Grouped under Type

133.; Loan to Beneficiaries - Fréhch Aid | Group Primary Assets
134.. Mohanpura - FA Sub-Group | Loan to Beneficiaries - French Aid | Assets
133, Smt. Kalawali Dovi, MokanpuraFA Account Mohanpura - FA Assets
136, Smt. Maheshart Devi, Mohanpara-FA | Account Mohanpura - FA Assets
137, Smit. Shakri Dovi, Moltanpura-FA Account Mohanpura - FA Assets
138, Smt. Sugani Dovi, Mohanpura-FA Account Mohanpura - FA Assets
139, Smt. Sundari Dovi, Mohanpura -FA Account Mohanpura - FA Assets
1400 Pakud - FA Sub-Group | Loan to Beneficiaries - French Aid | As=ets
141 Smit. Fisthor Fkka, Pakud-FA Account Pakud - FA Assets
142, Smt. Marian Jonos, Paknd-FA Account Pakud - FA Assets
143. Smt. Many Thomas, Pakud-FA Account Pakud - FA Assets
144, Smt. Rabadi Devi, Pakud-FA Account Pakud - FA Assets

Page 18 of 182



December 2010

Under this group, it hagpened separate sgboups for each of the villages where

the revolving fund is operational. Then it has opened a separate loan account for

each of the beneficiaries. These are classified under the various villages.
Remember to add the name of the spdusepar ent when opening a
loan account (Ram Singh s/o Prakash Chander). This will help avoid confusion.

What kind of reports will the computer generate?

A summary Balance Sheet is shown on pHg@ A more detailed Balance Sheet is
shown on pagé&59.

Similarly the system can also generate a Profit & Loss Accoumnthws the same

as your Income & Expenditure Account. Remember to correct the name in the
print-out before sending the accounts to the auditors! A summary Income &
Expenditure Account is shown on pafjél A detailed Income & Expenditure
Account is also shown on pagél

Tally can notgenerate a Receipts and Payments Account in the format normally
used by NGOs. However, this can be prepared manually by using a spreadsheet
program.

tner for
ve to
ks.

f) Cash Log

A cash log is a note book where you quickly note down all cash transactions. You

do not have to wait for a proper voucher, account heads etc. The cash log looks
somewhat | ike a cash book. I't is somet i me
rough cash book.
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