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Checklists

(2) Budgeting

1. —
(Page: 5)
2.
(Page: 5)
3.
(Page: 5)
4.
(Page: 5)
5.
(Page: 5)
6.
(Page: 6)
7.
(Page: 6)
8.
(Page: 6)

0. “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.”

(Page: 6)
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(3) Internal Control

I “Wherever possible, try to make payments by cheque” (Page: 7)
2. “Keep cash separately in locked drawer or almirah in the office” (Page: 7, 8)

3. “Person keeping extra cash should sign a voucher for receiving the cash” (Page: 8)

T o songly ecommended et s, sih an lloaion
(Page: 8)
5. —
(Page: 9)

6. “All cash transactions are meant to be recorded in the cash book™ (Page: 9)

7 Under the Income Tax law, you have to keep old accounting records for at
least ten years. (Page: 11)

8.
(Page: 11)

9. —
” (Page: 11)
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(4) Book Keeping

I. [instead of maintaining multiple cash books or columnar
(Page: 13)
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(Page: 14)
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(Page: 15)

5. “A simpler alternative [instead of printing different sets of receipt vouchers,
cash vouchers, payment vouchers and journal vouchers] *
tht can take care ofall these transactions” 7cc: /5

6.

(Page: 16)
7.
8.
(Page: 19)

0. We suggest that you follow the law in all payments, especially transactions
related to Sida funds. (Page: 20)

10.

(Page: 20)
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11.

12.
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(5) Other Records

I. [Plain
salary register or Analytical salary register]
fo cach agency / projet. Tz 24

2. “Not maintaining the minutes book properly can have serious legal

implications.” (Page: 24)

3. r
(Page: 25)

e Disclosure of Interest
e Associated Party
e Register and payments (Page. 25)

4. “Youshould verify the assets physically once in a while.” (Page: 28)

5. [fixed asset]
[on page 28].
© T —
(Page: 28)
7. [valuable]
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10.

11.

12.

13.

14.
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(6) Bank Transactions

(Page: 31)

[Account Payee Only,
(Page: 33)
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-[as given on page 33]

(Page: 34)

(Page: 34)

[of taking a loan and its repayment only

by crossed cheque]
fund transactons.” (Page: 35

(Page: 35)

“Under Income Tax Act, loans above Rs.20,000 have to be taken or repaid by
crossed account payee cheque or draft.” (Page: 35)

“Under the Income Tax Act, you should also not make any payment (for
expenses or assets) above Rs.20,000 in cash.” (Page: 35)

(Page: 36)

(Page: 40)
“You need to deposit and keep Sida funds in the designated FCRA bank
account.” (Page: 40)

“Strictly speaking this [opening of additional bank account in field] is not
allowed under the FCRA and it is possible that FCRA authorities may object to
this.” (Page: 40)

(Page: 40)

' You need to file an application in form FC-8 for this and designate a bank account for the purpose. A separate
FC-3 will be filed for the field office.
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(7) Income Tax

1. “Basic registration means that the NGO will not have to pay income tax on its
surplus. This is the most important registration and every NGO should have
it.”(Page: 41)

2. “Your NGO also needs to apply for a PAN.” (Page: 42)

3. "Under Income Tax Actl, loans of Rs.20,000 or more have to be taken or repaid
by crossed account payee cheque or draft..” (Page: 42)

4. “Under the Income Tax Act, you should also not make any payment (for
expenses or assets) above Rs.20,000 in cash.”(Page: 42)

5. “You are expected to keep the funds of the NGO in bank accounts or in
specified investments.” (Page: 44)

6. “You need to keep a separate cash book and ledger for these activities.” (Page:
44)

7. “The section [13 (2)] does not prohibit payments as such — it comes into play

when these payments may be unreasonably high.” (Page: 45)

8. “It would be best to avoid such payments [to key persons of your organisation],
except where clearly necessary or justifiable (such as salary).” (Page: 46)

9. “Restrictions apply on use of NGO’s assets by key persons” (Page: 46)
10. “All NGOs have to file Income Tax return annually.” (Page: 46)

11. “Last date for filing return in form IIIA is 31* October/ 31st July.” (Page: 47)

12. “For [80G] approval you have to apply in form 10G to the local Income Tax
Office.” (Page: 47)

13.  “Approval under 35AC is centralised at Delhi. You have to fill up a separate
application form. ” (Page: 48)

! Section 269SS
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(8) FCRA Compliance

“They [NGOs] cannot receive foreign contribution without registration under
FCRA. If they are not registered, they should get prior-permission for each
grant of foreign contribution.” (Page: 50)

“The Act prescribes severe penalties, including jail, for violation of FCRA
provisions.” (Page:50)

“[Individual receiving scholarship above Rs.36,000 p.a.] have to give
intimation to the FCRA office within 30 days of receipt.” (Page: 50)

“Once you are registered, you will have to use this [bank account] exclusively
for foreign contribution.” (Page: 50)

“You have to maintain a separate set of books (cash book and ledgers)
exclusively for such funds [foreign funds].” (Page.: 51)

“Do not bring the local contribution into FCRA accounts.” (Page: : 51)

“If you also receive foreign contribution in kind (materials etc.), you will have
to maintain a kind of stock register (FC-6) for this.” (Page: 51)

“A summary of this register [FC-6 register] is incorporated each year in the
form FC-3.” (Page: : 51)

“You have to file this form [FC-3] even if you did not receive any foreign
contribution in the year.” (Page: 51)

“Do not transfer FCRA funds under any circumstances to an NGO which does
not have FCRA registration or prior permission.” (Page: 52)

“Interest which you earn on FCRA bank account is treated as foreign
contribution.” (Page: 52)

Any interest earned on Sida funds should be set off against subsequent
instalment or form part of Sida project funds and be used accordingly.
Alternatively, Sida may direct you to refund the interest amount to Sida. (Page:
52)
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(9) Other Laws

1. "If you are manufacturing one of the [things listed on page 53,] then you may
be covered under PF. Remember, you should be employing at least 20
persons." (Page:53)

2. "Some other types of activities are also covered. Once again, you should be
employing at least 20 persons." (Page.54)

3. "Once PF becomes applicable, you have to deposit some amount each month.
This amount comes both from employee and the employer (NGO)." (Page:54)

4. "After deducting the PF amount, you have to deposit it within 15 days."
(Page:55)

5. "The NGO should have ten or more employees. All employees are covered'."
(Page:55)

6. "The concerned NGO should also take out an insurance policy for this.

Premiums are paid annually. " (Page.:56)

7. "An employee becomes entitled to gratuity if he or she has worked with you for
5 years or more. Gratuity is payable when an employee leaves?, retires or dies
during service. Gratuity must be paid within 30 days of this. " (Page:56)

8. "You should pay at least 15 days’ salary for each year of service." (Page:56)

! Regardless of their post or salary
2 Some cases of disablement are also covered.
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(10)  Sida Reporting

“The Budget & Balance Report is required for all Sida grants.” (Page: 57)

[of variance]
(Page: 61)

[of delay],
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[Preparing of consolidated accounts] “This is an essential requirement under the
law.” (Page: 62)

(Page: 62)

“Each year you are also required to file form FC-3 with the Ministry of Home
Affairs. This form should reach FCRA Department by 31* July.” (Page: 62)

(Page: 62)

(Page: 63)

(Page: 63)

(Page: 63)
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(11)  Special Issues

1. “Keep in mind that FCRA Revolving Funds should always be accounted in
FCRA Cash Book and Ledgers” (Page. 65)

2. ﬂ
(Page: 66)

3. “If your Revolving Fund has been created out of Foreign Contribution, then you
should keep the following [as enumerated on page 67] in mind.” (Page: 67)

"Remember, however, that according to FCRA rules, this money should be re-
deposited in the FCRA bank account only". (Page: 67)

"You should not transfer [FCRA-based Revolving] funds to Indian section of
the Balance Sheet at any time". (Page 68)

4. “Sida requires that partners will set up suitable accounting and control
mechanism for Revolving Loan Funds provided by Sida.” (Page: 69)

5. “The Fund itself will be disclosed as ‘Sida Revolving Fund’ on the liabilities
side of the Balance Sheet. The loans given from this fund will be disclosed as
shown above on the assets side.” (Page.: 69)

6. "All network members handling Sida funds should have FCRA registration. If
any partner is not registered under FCRA, then they should get prior-permission
from FCRA." (Page: 70)

7. "They should show the funds in the column for ‘second or subsequent recipient’
(column 7).

These items should be recorded in Form FC-6. The approximate value of these
items should also be reported in column 8 of the form FC-3." (Page: 71)

8. "In our view, it is not permitted. Rather, it is punishable with fine, confiscation
and imprisonment. Sida does not encourage its partners to get involved in such
transactions. They should at all times comply with the law of the land." (Page:
71)

I

(Page: 72)

(Page: 72)
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15.

16.

17.
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“Apparently, such a transfer [to General fund] is in violation of FCRA
requirements.” (Page: 72)

(Page: 72)
"One should strengthen the system by making some independent checks. (Page:
73)

" (Page: 73)

"A purchase order should contain all the key items of information.” (Page: 73)
"You need to set cut-off limits.[ for purchases that should be made after issuing

purchase orders].

You should watch out against splitting of purchases.” (Page: 73)

(Page: 74)

(Page: 74)

(Page: 74)

" (Page: 74)

(Page: 74)

" (Page: 74)
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18, —
All these should be collected together and accounted through one set of entries."
(Page: 74)

19 "In either case, you can debit the concerned person’s advance account.(Page
75)

. (Page: 75)

20 "You should attach all the supports to the TER.

(Page: 76)

21. "The covering voucher should be made in a different way as shown in the page
76)

22. "Fares (rail / road / air) are always reimbursed on the basis of actual expenses."
(Page: 77)

77)

23.

" (Page: 717)

24. _
(Page: 77)

25.

78 !
-" (Page: 78)

' See Annexure on page 89.
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26.

27.

28.

29.

30

31.

32.
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“This would mean that the reimbursement [of expenses] would be deposited in
the FCRA bank account and reported in the FC-3.”

(Page: 79)
(Page: 79)

(Page: 79)

(Page: 79)

“Any local contribution, whether cash or in kind, can not be brought into FCRA
account books.” (Page: 79)

“When these are sold, the entire sale proceeds (including any appreciation or
‘profit’) will have to be deposited into the FCRA bank account. This will also
be disclosed as a receipt in the FC-3.

If such assets are transferred to an NGO without any taking any money, then the
receiving NGO must either have FCRA registration or prior permission.”

(Page: 80)
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(Page: 80)
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