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11..  IInnttrroodduuccttiioonn  

aa))  PPuurrppoossee  ooff  tthhiiss  hhaannddbbooookk  

This handbook has been designed to help CRY
1
 NGO Partners streamline or 

improve their accounting systems and meet CRYôs accounting and reporting 

requirements. 

bb))  SSccooppee  

The handbook focuses primarily on financial and accounting aspects of CRY 

grants to NGOs. Some of these aspects are connected to other issues, 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.  

cc))  AAuutthhoorriittyy  

This is a composite handbook to help strengthen accounting systems of our 

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 followed, it may affect continuation of a funding relationship. 

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

it to CRYôs notice in writing. CRY will then attempt to resolve the matter. 

Essential requirements are highlighted in blue 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 these. These are coloured 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 that it is your responsibility to follow the law 

and you must obtain independent expert legal advice wherever required. Legal 

compliance issues are marked with yellow. 

dd))  MMooddiiffiiccaattiioonnss  ttoo  tthhiiss  HHaannddbbooookk  

No handbook can ever survive the 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. 

                                                
1
 Refers to CRY ï Child Rights & You, Mumbai and its regional offices 
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ee))  AA  wwoorrdd  aabboouutt  wwrriittiinngg  ssttyyllee  

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 

references. 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 at www.cry.org. You can also get latest updates to the manual at this site.   

ff))  TTeerrmmiinnoollooggyy  

Today, there are no terms or words that can meet everyoneôs approval. We have 

tried to use words that are common. In this context, óNGOô means CRY partners or 

organisations that mainly implement programs directly. Often we have used the 

word óyouô when addressing the NGO. Organisations, which mainly raise or 

provide funds for such programs, have been termed as óAgencyô. óAccountantô 

means the person who looks after your accounts. Throughout this handbook, 

óCRYô refers to óCRY ï Child Rights & Youô. 

We have also tried to keep this handbook free from gender-bias. At some places, 

this means difficult grammar. At other places, where using appropriate terms 

would debilitate the monitoring process or cause confusion, we have retained 

gender-bias. 

gg))  IIff  yyoouu  nneeeedd  aannyy  ccllaarriiffiiccaattiioonnsséé  

Ç You can discuss the matter with your auditors / advisers; or 

Ç You can speak to the concerned CRY program person; or 

Ç You can contact CRYôs regional office at Bengaluru, Kolkata, Chennai, 

Mumbai or New Delhi; or 

Ç You can write to AccountAid India
1
, with a copy to CRYôs concerned regional 

office. 

hh))  AAcckknnoowwlleeddggeemmeenntt  

The design and content of this Handbook was originally developed by Sanjay 

Aditya & Associates in consultation with Sida
2
 for its partners in India. We 

gratefully acknowledge Sidaôs consent to our using the original structure and 

contents for building up this handbook.   

Changes and additions to the original Sida manual have been made by AccountAid 

India, in consultation with CRY. The Handbook has also borrowed heavily from 

óAccountAbleô
3
 series of circulars.  

                                                
1
 AccountAidÊ India, 55-B, Pocket C, Siddharth Vistar, New Delhi ï 110014; Ph: 26343128 Ph./Fax: 26343852; 

e-mail: info@accountaid.net; web site: www.accountaid.net  
2
 Development Cooperation Section, Embassy of Sweden, Chanakyapuri, New Delhi 

3
 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) 

http://www.accountaid.net/
http://www.cry.org/
http://www.accountaid.net/
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22..  BBuuddggeettiinngg  
Budget is a very important component of the project document. If it is prepared 

carefully, it can be integrated 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, 

expenditure is debited to account-heads 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 will not make 

any cuts while approving the budget. This means that partners can start with 

realistic budget estimates. There is no need for óanticipatory paddingô.  

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. 

aa))  BBuuddggeett  SSttrruuccttuurree  

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 budgeted 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 program. This budget could be structured on a simplified logical 

framework. This budget could be useful in the following ways: 

Ç It can help you visualise the planned activities; 

Ç It can help you plan the resources needed for each activity and its components; 

Ç It wil l help CRY understand your program and your requirement for funds; 

Ç It can help your implementing team understand the work-plan and link it up 

with funds available. 

A Program Budget would have the following headings ï you can add or modify 

columns per your needs and the size of paper used! 
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Sl Name of 

Program 

Specific 

Objectives of 

this program 

Logic / reasoning for 

each activity / item 

Duration of 

activity 

Budget Line 

Item 

Narration 

Budget Line 

Item 

Calculation 

Amount 

(` ) 

        

        

A sample óProgram Budgetô is given on page 147. 

After you have finalised this budget, prepare another summary budget. This will 

help your accountants to book expenses under normal accounting heads. The 

óAccounting Budgetô is simply a reclassified Program Budget. Columns for the 

Accounting Budget could be as given below: 

 

 

 

 

Ref. Account Head Program Duration Calculation Amount (` ) 

      

      

A sample óAccounting Budgetô is given on page 149. 

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. Program 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 spreadsheet program like Lotus 1-2-3, Excel or Quattro Pro, 

you could set up cross-references between the two budgets. Then if you make 

changes in the program budget, the accounting budget will get updated 

automatically. 

bb))  HHooww  mmuucchh  

Budget figures must be based on ground realities. 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. 

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 

separately. 

Give the 

number of 
days / 

months 

(under this 
budget) 

Describe 
the Line 

item. 

Show how 
the amount 

was 
calculated. 

Show the 
amount for 
each line 

item here. 

Item number 
of the main 
budget. Will 

help in 
referring back 

  
For the 

accountantôs 

information 

Will help the 
Accountant in 

checking 
amounts booked 

in accounts. 

Combine these two columns to open 
ledger accounts. For example:  

óSurvival ï Salary to Health Workersô 
Or 

óDevelopment ï Material for Schoolsô  
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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 lack of a salary budget for an accountant. CRY requires 

that its partners will find, employ and retain good, full time accountants. Such 

persons should have adequate training in accounts, and preferably a commerce 

degree. They should also have sufficient experience. 

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 should be budgeted in CRY proposal. 

Audit fees 

Independent audit of your Society or Trust is an essential 

requirement for public accountability. CRY requires that its 

partners will retain a good firm of Chartered Accountants for 

this purpose. If such a firm is available in a nearby place, its 

services will be more useful. 

In order to do a proper audit, adequate professional 

remuneration is essential in most cases. Unfortunately, an audit fees component is 

often not included in the 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 amount of fees they would expect for the 

CRY Audit Certificate
1
. 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 one year, provide for inflation in the 

second and subsequent year also. 

                                                
1
 Format on page 103 
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Chief Functionary 

If you have a full-time Chief Functionary
1
, 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 bearer. 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 management. In Tamilnadu, however, office bearers of a society cannot 

be paid any remuneration. Your 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 should be budgeted, where required. 

cc))  BBrreeaakk--uupp  

If you want to make a good budget, it is important to provide break-up of figures 

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

rate per month, and number of months. Amount for an exposure tour must be 

broken down into fare, food, lodging, incidental expenses ï how you arrived at 

these items should be indicated ï for example, ófood for 20 persons @ ` 50 per day 

x 4 daysô. This exercise may appear to be time-consuming at first but will help 

avoid under-budgeting or over-budgeting. Finally if an item cannot be broken 

down at all, say ólump-sumô.  

CRY requires that all budget items will be broken down to the extent practical. 

Budgeted costs should correspond as closely to the activities as feasible. 

If you are using computer spreadsheet program (like Excel, etc.), use the formula 

for calculation, instead of manual typing. If the file is copied, make changes in the 

formula also to get the right calculation. 

dd))  VVaarriiaanncceess  

If you make a budget, variances will follow naturally. These variances should not 

be suppressed. An attempt should be made to book all relevant expenses under 

proper account heads. Sometimes, expenses are booked under a different head just 

because the budget under the proper head has been used up. Some variances occur 

due to departures from approved activities. These may require prior-discussion 

with CRY representatives. 

Variances would be calculated and reported, as discussed in the section on 

óReporting to CRYô (page 80). Past variances should also be used to revise budget 

amounts wherever required. 

ee))  CChhaannggee  aanndd  rree--aallllooccaattiioonn  

Sometime, the approved budget line item needs to be changed or re-allocated due 

to change in program environment or due to some other reasons. If you wish to 

make any such change, this should be approved by CRY representative before 

making any change or re-allocation. 

                                                
1
 May be an office bearer 
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33..  IInntteerrnnaall  CCoonnttrrooll  

aa))  CCaasshh  BBooxx  

In most NGOs almost 90-99% 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. Cash 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 and 

keep. It will also reduce the risk that a transaction may 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 cash
1
? 

A basic distinction to emphasise here is that we are not talking about your cash ï 

we are talking about the Societyôs cash. It is often difficult to remember this when 

you do not have a full-fledged accounts dept. including a cashier. As a result, 

people end up carrying the Societyôs cash in their pockets. 

This would be all right if they had made a 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 head of account or the name of project may not be clear. In others, the 

accountant may be part-time. 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. Account-head is not noted ï only the person receiving cash and 

purpose is noted (and the amount of cash paid or received!). This note-book helps 

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

where you have both. 

                                                
1
 Amount of cash you need to keep is discussed under óCash withdrawalsô on page 36. 
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The above chart shows three different situations. However, a system where cash 

and account books are handled by two different persons is usually desirable. It is 

therefore strongly recommended that where feasible, such an allocation of duties 

should be made. 

bb))  RReessppoonnssiibbiilliittyy  CChhaarrtt  

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 

                                                
1
 In case of large withdrawal, extra cash may not be kept with cashier. 

2
 Cash handled by cashier normally 

Situation Cash handled 
by 

Suggestions 

No full time 
accountant 

Chief 
functionary 
or a senior 
person 

1. Keep cash separately in locked drawer or almirah in the office. 

2. Maintain diary or note book for entering all receipts and payments 
immediately. 

3. If person handling cash takes advance, enter this amount also 
immediately in the note book. Such advance should be taken with 
consent of Chief functionary or another senior person. 

4. Periodically tally the cash balance as per note book with cash in 
drawer or safe. 

5. Chief functionary can participate in cash tally once in a while (at 
least 10-12 times a year) and initial the note book. 

Accountant 
but no 
cashier 

Accountant, 
Chief 
functionary 
or another 
senior person 

1. Keep cash separately in locked drawer or almirah in the office. 

2. Maintain diary or note book for entering all receipts and payments 
immediately. 

3. If person handling cash takes advance, enter this amount also 
immediately in the note book. Such advance should be taken with 
consent of Chief functionary or another senior person. 

4. Periodically tally the cash balance as per note book with cash in 
drawer or safe. 

5. Chief functionary can participate in cash tally once in a while (at 
least 10-12 times a year) and initial the note book. 

Both Full 
time 
accountant 
and a 
cashier 

Cashier; 
Sometimes 
extra1 cash 
kept with 
Chief 
Functionary 
or senior 
person 

1. Person keeping extra cash should sign a voucher for receiving the 
cash. 

2. Keep normal2 cash separately in locked drawer or almirah in the 
office. 

3. Maintain diary or note book for entering all receipts and payments 
immediately. 

4. If cashier takes advance, he/she should enter this amount also 
immediately in the note book. Such advance should be taken with 
consent of Chief functionary or another senior person. 

5. Cashier should periodically tally the cash balance as per note book 
with cash in drawer or safe. 

6. Chief functionary can participate in cash tally once in a while (at 
least 10-12 times a year) and initial the note book. 
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a situation, people should also know 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. are clearly 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 time 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 updated regularly so that it remains a live document. 

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

cc))  AAddvvaanncceess  

Office advances are different from personal advances
1
. Here 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 accounts ï most do not.  

The NGOs who do not record advance transactions, may be using IOUs
2
 or 

maintain advance registers. This practice is not good. All cash transactions are 

meant to be recorded in the cash book.  

Using IOUs 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 or use a system of rolling imprest. 

Opening Advance Accounts 

It would be simpler if you opened separate advance accounts for the staff in your 

main ledgers
3
. If a person handles both FCRA projects and also general projects, 

then you can open two advance accounts, one in each ledger. 

When you maintain advance accounts, you would debit the personôs account 

whenever money is given to them. Later when they submit vouchers, the amount 

would be credited to their account. 

If you donôt use a journal, entries in the cash book would look like below: 

  

                                                
1
 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. 
2
 óI owe youô; the amount given as advance is written on a slip or a voucher. This is later destroyed when the 

advance is settled. 
3
 See chart on page 12. 
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Receipts Payments 

Date Particulars Amount Date Particulars Amount 

   4.4.10 Ms. Ramawati Advance: 

(main) 

Cash given for Balpur 

mela 

5,000 

      

10.4.10 Ms. Ramawati Advance 

(main) 

Expenses on Balpur 

mela 

4,360 10.4.10 Balpur Mela (CRY) 

Expenses incurred by 

Ms. Ramawati on Balpur 

mela 

4,360 

      

In this system, you donôt have to settle the advance account after each transaction. 

It could be settled once a 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. Under this system, a person is 

given a ópermanentô advance. When they incur expenses, they are reimbursed 

whatever is spent. The original imprest gets replenished. 

For example, Mr. Venkat is given ` 1,000 as a rolling imprest. This is debited to his 

imprest account. Now he incurs expenses of ` 780. He is paid the full amount of 

` 780. Now he can again spend upto ` 1,000. Entries for this are shown below: 

Receipts Payments 

Date Particulars Amount Date Particulars Amount 

   4.4.10 Sri Venkat Imprest: 

(main) 

Cash given as rolling 

imprest 

1,000 

      

   10.4.10 Sapling purchase (CRY) 

Mango saplings 

purchased by Sri Venkat 

from rolling imprest 

780 
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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 the imprest ï but if you 

wish, you could clear the imprest once annually for better discipline. 

 

dd))  OOlldd  RReeccoorrddss  

No time limit is given under law for keeping old records by NGOs. 

Under the Income Tax law
1
, some assessees have to keep old 

accounting records for at least ten years
2
. Therefore, for practical 

purposes, a period of ten years is sufficient. 

What do you need to keep? Cash books, ledgers, asset and stock 

registers, cash log (or rough cash book), vouchers, vehicle log books etc. all form 

part of accounting record and should be kept. In case your accounts are 

computerised, you need to keep printed copies of these. Keeping computer files on 

a floppy or hard-disk 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?  

After the audit is over (or even before that), you can have the vouchers stitched. 

Simple book-binding (using cardboard and thread) is sufficient. The binder would 

charge you about ` 15-20 per file. The voucher files are then labelled and kept in 

tin boxes. You should keep the boxes safely, in a dry place. Keep some moth-balls 

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 should first take a 

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

stored as discussed above. In addition to this, you can also copy these files on to a 

CD, label the CD properly and store it carefully for future reference.  

  

                                                
1
 Rule 6F(5). Applicable to professions such as legal, medical, engineering, accounting etc. only.  

2
 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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44..  BBooookk--kkeeeeppiinngg  

aa))  IInntteeggrraatteedd  CCaasshh  BBooookk  

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 as many as fifty 

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 their expense heads. 

This does not mean that they should keep a óseparate set of account booksô. At 

some point of time, the meaning was twisted and separate cash books emerged. 

This practice increases work-load 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. 

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 

payments side. This is feasible only if you are working with 3-4 agencies. Further, 

you need to get such cash books printed specially. 

Another alternative (recommended) is to use the standard cash book. Each entry is 

marked suitably with the name of the agency. This is then posted to the relevant 

ledger
1
. The overall accounting system may look as below

2
: 

                                                
1
 Separate ledgers are kept for each agency / project. This is explained under the heading óSeparate ledgersô. 

2
 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 you make 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) 

Salary to teachers for 

March ó04 

8,600 

      

   4.4.10 Salaries (CRY) 

Salary to CRY project 

staff per details 

14,200 

      

   6.4.10 Travel (Tata Trust) 

Visit to Ahmedabad by 

Sri Venkat for meeting 

1,230 

      

   10.4.10 Sapling purchase (CRY) 

Mango saplings 

purchased by Sri Venkat 

from rolling imprest 

780 

Over a period of time, we expect that people will gradually switch back to 

integrated cash books. 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 could be for FCRA or for Indian funds. This depends on 

whether CRY has given you funds from its FCRA Account or from Indian 

Account.   

bb))  SSeeppaarraattee  LLeeddggeerr  

While you can keep a common cash book as discussed above, a separate ledger 

would be needed for each agency (shown 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 ledgers are called sub-ledgers. These help you keep separate accounts for 

each agency without loss of control over cash. In the sub-ledgers you can open 

ledger accounts according to the budget heads of the relevant agency. This will 

help you prepare financial reports 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 separate sub-ledger should be maintained. 

This will be posted to 
CRY ledger 

This will be posted 
to Tata Trust ledger 
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cc))  VVoouucchheerrss  

Some NGOs do not use vouchers whenever a cash memo is available. However, 

this is not satisfactory. A covering voucher should be used for each entry, 

including those for which a cash memo is available.  

A covering voucher carries useful information such as why an expense was made, 

who made the payment and the account-head 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 vouchers, 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 

transactions. Such a design is suggested below: 

 

Whatever the design you use, try to ensure the following while printing the 

voucher: 

Ç There should be enough space on the left-hand side for punching and filing. 

Leave adequate margins around the other sides to allow for curling and tearing 

during storage. 

Lok Jagran Manch, Machhera, A.P .    Voucher No .   

             Date    

Budget / Account Head Project / Agency Amount (̀ ) 

Dr.     

Dr.     

Dr.     

 Total   

Cr.      

Cr.       

Description Total   

 

 

Total Rupees (in words)   

 

Amount paid (in words) `  

  

Accountant  Project Incharge  Treasurer/ Secretary  Receiver 

Revenue 

stamp  

> 5,000 

 

 Use this rubber stamp 

to mark CRY vouchers 

and supports. 
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Ç You should use a standard size, keeping in mind the paper sizes available. Odd-

sized vouchers result in wastage of paper and are difficult to file. 

Ç Use a paper that will not tear easily and will last for ten years. Flimsy paper 

(less than 70 gsm
1
) is not suitable. 

Ç You can save money by using a simple black and white design, over white 

paper. Each colour you add will increase the printing cost. 

Ç Ask the printer to glue the vouchers in pads of 50-100 vouchers each. If you 

plan to punch the vouchers on the left-hand side, ask for the gluing on the left-

hand side. 

Ç Donôt use a different colour for FCRA vouchers. Sometimes, you may not 

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 supports. In any case, all CRY vouchers and supports must be marked with a 

rubber stamp as shown above. Current vouchers must be filed
2
 sequentially 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 given on the cash book and ledger so that vouchers can be 

located easily. 

dd))  AAuutthhoorriissaattiioonn  ooff  vvoouucchheerrss  

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 tight 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 treated as authorisation. In many NGOs, 

cash payments are reviewed every evening or every week by the Chief Functionary 

or a senior person. 

These procedures work óquietlyô and do not show up in the formal accounting 

systems. This makes many people think that NGOs do not have good internal 

controls. 

These informal procedures are useful and effective. Still, we need some formal 

procedures. One of these is authorisation of vouchers. All vouchers must be 

authorised before these can be accepted as proper accounting documents.  

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 delegate some of this authority to a senior person. 

For example, vouchers upto ` 500
3
 can be authorised by the Finance Manager or 

Project Coordinator. Vouchers above this limit will go to the Chief Functionary as 

                                                
1
 Grams per square meter: standard measurement system for paper weight 

2
 You can use a spring file, index file or a lever file. 

3
 You can adjust the limit according to your situation (transactions, comfort level). 
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usual. This helps by reducing the pressure on the Chief Functionary. 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. 

ee))  CCoommppuutteerriisseedd  AAccccoouunnttss  

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 sub-ledgers or groups. In some cases (e.g. Tally 5.4 

and above), you can use cost-centre facility also for this purpose. You can also 

make groups and sub-groups under Tally. From version 5.4 onwards, Tally can be 

used on Windows® operating system. Version 9 of Tally can be used by multiple 

users simultaneosuly. Tally is the most common package in NGO sector today. It is 

also easier to find accounting staff who are familiar with Tally.  

Wings is a good accounting package though not as well known as Tally. It has 

similar features but a better user-interface. There are different modules ï 

depending on your needs, you can pick up the ones you need. 

QuickBooksÊ is another interesting package. This package is 

extremely user-friendly and has very good search, reporting 

and budget tracking features. However, some of the 

terminology is unusual. The package uses registers for ledgers 

and books and class for cost-centres. 

When shopping for a package, do not be 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 & Payments Account. 

Try to avoid a custom-made 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 

number 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, you could 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 Indian funds, 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 from Indian 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 micro-credit 

program, under which loans are given to people. 

According to law, a separate 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 also wants 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 company called óLok Jagran Manch 2004-05ô. Why is the year 

mentioned? To make 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 

main groups. The 

groups help in 

summarising 

information when you 

make a trial balance or 

balance sheet. For 

example, all the bank 

accounts can be 

grouped under óBank 

Accountsô. This does 

not mean that you will 

maintain all bank 

accounts in one account. You will still keep them separate. But for reporting, you 
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will be able to group them or see them separately as you want. A sample list of 

groups is shown on page 150. 

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

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 the group óCRY Project Expenses - FCRAô on page 152.  

Secondly, we can open multiple cash books in the same company. We can also 

group these together under óCash Accountô. An example is shown on page 153 

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 óCash Accountô. 

 

Same applies to Bank accounts also. An example is shown on page 153.  

What is the disadvantage in opening separate companies for FCRA and Indian 

funds? You have to switch 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 óLoan to Beneficiariesô (see page 155).  



December 2010 

Key Essential CRY Requirement Recommended Practice Legal Compliance 

 
Page 19 of 182  

 

Under this group, it has opened separate sub-groups 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 spouse / parent when opening a beneficiaryôs 

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 page 159. A more detailed Balance Sheet is 

shown on page 159. 

Similarly the system can also generate a Profit & Loss Account, which is 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 page 161. A detailed Income & Expenditure 

Account is also shown on page 161. 

Tally can not generate a Receipts and Payments Account in the format normally 

used by NGOs. However, this can be prepared manually by using a spreadsheet 

program.  

CRY recommends that only one company should be opened by an NGO partner for 

all its funds and projects. Further, groups should be used as illustrated above to 

keep meaningful account books. 

ff))  CCaasshh  LLoogg    

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 like a cash book. It is sometimes known as day book, cashierôs scroll or 

rough cash book. 




















































































































































































































































































