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Background

Lawyers Alert is a Civil Society Organization that is non-partisan and non-profit made up substantially
of Lawyers and other professionals committed to the entrenchment of democracy, rule of law and

socio-economic development of residents of Nigeria with particular emphasis on women.

Vision

A world where women and vulnerable groups are free from injustice.

Mission
To empower women and vulnerable groups through knowledge of their rights and accessible means of

enforcing the same.

Objectives
To research, document violations, intervene and carry out advocacy on women's rights with a focus on

Gender-Based Violence and Sexual and Reproductive Health and Rights (SRHR).

To create awareness on, monitor, document, and publicize violations against Persons Living With,

Affected By & Most at Risk of HIV Infection in Nigeria.

To build the capacity of vulnerable and excluded groups/communities to demand and enjoy their rights

including the provision of free legal services.

To work with the government at all levels to promote policies and practices that strengthen the legal

system and guarantee a free and independent Justice Sector.

Core Values

Lawyers Alert shall be guided by the values of:
e Accountability and Transparency Respect
e Integrity & Ethics, Professionalism,

e The values can be remembered by the acronym ATRIP.



CHAPTER 1
Introduction to Finance policy
The Lawyers Alert Finance Policy has been produced in order to guide best practices in accounting

and financial management.

Purpose
The purpose of this policy is to document in a simplified form the organization’s accounting systems
and internal controls. This policy will provide guidance on how financial transactions will be treated

and ensure consistent applications of this treatment.

Objectives

The Financial policy is a statement of the goals and standards that will guide the financial management
practices of LAWYERS ALERT. This financial policy is to be adopted, adhered to and regularly
reviewed for sound financial management. The objectives of this manual are to: Achieve and sustain
donors’ and public confidence in the LAWYERS ALERT’s financial management procedures and
reports. Provide the Board of Trustees and statutory government agencies with a framework for
measuring the fiscal strength, performance of the management and the compliance status of the
LAWYERS ALERT. To contribute significantly to the organization’s ability to prevent financial
crises. To promote and support the LAWYERS ALERT’s long-term financial strategic thinking.
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CHAPTER 2
OVERVIEW OF THE FINANCE AND ACCOUNTING DEPARTMENT

Financial Records

Financial records include all source documents (budgets, invoices, vouchers, bank statements, credit

advice, journals, cheques, receipts and any other documents which serve as evidence of financial

transactions).

General Responsibilities

The organization requires all of its employees to abide by the foregoing standards of ethical behavior

in their dealings with its suppliers, consultants, sub grantees, subcontractors, and government.

Employees of the organization should not solicit any funds, gifts or any favors from a prospective

vendor, sub grantee or any other business partner.

Finance and Accounting Responsibilities

Director of Finance

Please note: In absence of a designated/Qualified DF, the Organization may subcontract out with a

licensed Accounting Firm for financial management assistance and if these services are subcontracted,

all the duties specified below will apply to the responsibilities of the subcontracted firm /individual.

Primary function

Ensure that the financial system runs properly to process financial information and generate
accurate reports.

Ensure that internal controls are enhanced and maintained at an acceptable level.

Manage risks affecting the organizations assets and make sure risks are maintained at a lower
level.

Ensure that financial policies, procedures and donor compliance requirements are adhered to
expected standards.

Ensure that internal and external financial reports are prepared and disseminated within
deadlines.

Ensure that vendors are paid promptly.



Responsible for all aspects of cash management including: Monitoring receivables, billing staff

and collection of debt and managing prepayments

Lead, direct, mentor/coach, appraise and supervise the other finance staff.

Provide budget analysis and feedback to the Executive Director on a regular basis

Finance officer - Primary function

Ensure that payment package is complete and accurate before processing.

Ensure that charge codes are in agreement with Program Managers’ approval and the
organizations chart of accounts.

Ensure that vendors/Suppliers, Staff and Sub-recipients’ cheques are prepared and paid
on time.

Maintain petty cash ledger and prepare petty cash replenishment.

Prepare cash receipt voucher for cash collected and deposited to bank account.

Ensure that copy of cash receipt and bank deposit must be attached with the Cash
Receipt voucher.

Ensure that the Petty cash replenishment is prepared the moment the paid cash is 90%
of the cash float.

Prepare cash and check deposit slip and give it to the agent for banking on a daily basis.
Cash collected from staff travel advances and other receipts must be banked within the
next business day.

Ensure that all cash at hand must be locked in a safe overnight and on weekends.
Maintain safe ledger and keep the first key of the safe.

Work closely with administrative officer on physical counting of assets, stocks and
property.

Prepare a stock count report on a monthly basis.

Manage the asset register.

Prepare cash receipt vouchers.

Retrieve documents needed for Audits.

Ensure that the soft copy and hard copy month end closing packages are filed properly
and done within the due dates.

Ensure that data is posted on a daily basis, and that the financial information is
processed accurately, and reliable reports are generated timely

Ensure that internal financial reports are generated accurately and disseminated timely.
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e Perform systems analysis to identify any irregularities (such as wrong posting) and
propose immediate corrective actions to the Director of Finance.

Internal controls
Internal accounting control consists of the plan of the organization, procedures and records to
assure the reliability of financial reporting as well as safeguard the assets of the organization.
An effective internal control structure includes a series of checks-and-balances required for the
appropriate recording and authorization of transactions and ensures that access to assets is
limited to authorized personnel. Each transaction should be divided into component tasks
completed by different staff members in order to increase the likelihood of detecting
unintentional errors and prevent misappropriation of the organization’s assets. As an example,
the person who approves vouchers for payment should not prepare or sign cheques.
The following four basic tests of completeness, validity, accuracy, and maintenance should be
consistently applied to all transactions.
Completeness
Each element of a transaction must be documented, approved, and recorded. For example: A
cash payment to a worker requires the signature of the worker or other proof as evidence of

payment.

Validity
Is the disbursement made to a verifiable vendor or employee? Is there such tangible proof, such
as a vendor’s receipt, purchased item, to confirm that the item was received, or the services

performed?

Accuracy

Is the amount recorded as received or disbursed, correct? Are all relevant charges recorded?

Maintenance

After a payment has been approved for payment and recorded, it should be impossible to make
changes, such as addition of a zero to the amount or changing the payee’s name, or in deed
using the same documents for other double payments. All documents after use must be stamped

PAID to avoid re-use.

Close supervision by the Director of Finance and oversight by the Executive Director are vital

to ensure that control systems are working and that weaknesses are identified and corrected.
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CHAPTER 3

ACCOUNTING PROCEDURES

A. Principal Accounting
The Financial statements are prepared in accordance with the historical cost convention as

modified by the inclusion of certain assets at valuation.

B. Non-Current Assets (Fixed Assets)
Fixed assets are stated in the statement of financial position at cost or valuation less
accumulated depreciation. At any time, the threshold for capitalization should be the local
equivalent of N20,000, including all costs incidental to the purchase of the same asset. Any
single fixed asset acquired with a value less than N20,000 should be expensed to the Income
and Expenditure account in the year of acquisition. However, all assets less than N20,000

should be entered in the LAWYERS ALERT inventory file for accountability.

C. Depreciation
Depreciation is calculated on a straight-line basis to write off the cost or valuation of fixed

assets over the expected useful lives at the following annual rates: -

Furniture & Fittings, - 10%
Equipment -20%
Motor vehicles - 20%
Computer - 10%
Plant - 10%

Full depreciation will be charged in the year of acquisition and no depreciation will be charged
in the year of disposal. Should the policy of a donor be different from the above, the donor’s

policy will take precedence over the straight-line basis to write off the cost of the fixed asset.
D. Translation in Foreign Exchange
Assets and liabilities denominated in foreign currencies are translated into Nigerian Naira at

the average or mid-point rates of exchange ruling at the Statement of financial position date
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based on the provision of International Accounting Standard (IAS) 21. All gains and losses
arising on the translation are dealt within the receipts and payments statement in the period in

which they arise.

Recognition of Income

Grants

Grants received for meeting operational expenses are released to the income and expenditure
account in the year in which such grants are received. Grants received for investment in
property, plant and equipment are treated as capital grants and amortized to the income and

expenditure account over the life of the asset concerned.

Currencies

The financial statements are expressed in Nigerian Naira. Transactions made in foreign
currencies are recorded at the rate of exchange ruling at the date of the transaction. Assets and
liabilities expressed in foreign currencies are translated at the rate of exchange ruling at the
Statement of financial position date. Profits and losses on foreign currency translation are taken

to the income and expenditure account in the year in which they arise.

Inflow

On receipts of inflows for Projects and ancillary support from partners, the organization given the dual
exchange system in the country can convert the sum in any of the below listed methods ways:

e Exchange of the inflow into the local currency (naira equivalent) in registered Bureau De
Change (BDC),

e Through Bank transfers at the prevailing Central Bank of Nigeria (CBN) exchange rate,

Inventory/Stock
Inventories are stated at the lower of cost and estimated net realizable value. In general, cost is

determined on an average basis and includes transport and handling costs. Estimated net
realizable value is the price at which the inventories can be realized in the normal course of
business after allowing for the costs of realization. Provision is made for slow-moving, obsolete

and defective inventories.



CHAPTER 4
REVENUE MANAGEMENT

This section sets the main guidelines for the receipt and handling of income/revenue received by the
organization. Income represents grants from donors, members’ subscription, income raised from fund
raising events, interest received from bank deposits and investments income.

Grants, cash donations and interest received from bank deposits and investments are recognized as
income in the period in which they are received. The Director of Finance (DF) is the key finance head
and is expected to closely monitor the income sources and ensure that there are adequate funds from

all sources to support the organization’s approved budgets.

Sources of Revenue
The following are the various sources of income to the organization:
1. Grants: are funds received from funding-partners through designated bank accounts under a
Contract Agreement, Cooperative Agreement or Memorandum of Understanding (MoU).
ii.  Donations: are unrestricted funds received from individuals and organizations with no form of
Cooperative Agreement or MoU.
iii.  Members’ dues: Coalition of Lawyers on Human Rights Members make contribution quarterly
to Lawyers Alert
iv.  Income generated from short term professional services and consultancy assignments
v.  Member’s/Trustee’s Contributions: contributions from members/trustees in support of the
LAWYERS ALERT.

vi.  Sundry Income: income from any other sources other than the above.

Guidelines for Receipt of Grants

1. Grants receipts are to be governed by an agreement between the LAWYERS ALERT and the

Donors

ii. The grant agreement to contain a schedule of funds disbursements to LAWYERS ALERT.

iii. LAWYERS ALERT shall furnish the donor with bank details where the grant funds shall be

remitted.

iv. Funds requests to be made by the DF in line with the disbursement schedule and provisions of
the Agreement.

V. LAWYERS ALERT shall raise an internal invoice and any other applicable forms as may be
required by the donor to request the disbursement of funds.

Vi. The donor is to provide details of the amount of funds transferred to facilitate proper and
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accurate receipting.

vii.  The finance staff is to acknowledge receipt of funds by issuance of an official receipt and any
other document stated in the signed agreement with the donor.

viii.  The finance staff is to prepare a quarterly schedule classified by grant/donor detailing the funds
received from each donor, outstanding disbursements, projections for the next quarter
accompanied with relevant notes.

iX. The finance staff is to prepare and update a schedule indicating all grants received and balance

of grants owed by donors.

X. Inflow: On receipts of inflows for Projects and ancillary support from partners, the organization given
the dual exchange system in the country can convert the sum in any of the below listed methods ways: *
Exchange of the inflow into the local currency (naira equivalent) in registered Bureau De Change
(BDC) through by Bank transfer where no interest charged the organization or very minimal

Funds
LAWYERS ALERT shall maintain the following types of funds:

General fund

1. Funds appropriated for the organization’s institutional operating expenses
These funds are generated from surplus, partnership funds, fees & charges and other income
generated by the organization.

ii. These funds are to be kept in a normal current account with designated signatories

iii. These funds will be expended in line with the approved budget

Project Operational Fund(s)

1. These are funds appropriated for implementation of projects

ii. Comprises funds appropriated from grants and contracts with donors and other partners

1. These funds are to be maintained in specific project bank accounts managed in line with the
organization’s bank management guidelines and the agreement signed with the
Donors/Partners.

iv. These funds will be expended in line with the approved budget and donor’s requirements.

Reserve Funds / Restricted Funds

1. These are funds set aside by the organization for investment and also to cushion the
organization during periods of low liquidity occasioned by decreased funding.

ii. Comprises funds appropriated from operating surplus, savings and investment income.

1. These funds are to be maintained in a specific interest-bearing bank account in

line with the organization’s policy

iv. These funds may not be accessed unless with written approval of the President.



CHAPTER 5
CASH & BANK MANAGEMENT

This chapter covers how the organization handles its bank operations as well as how the organization

manages cash. The section will have the following sub-sections:

1. Management of Bank Accounts (opening, signatories, change of signatories, signing
thresholds etc.)

2. Online Banking Procedures
3. Cash and Bank Reconciliation Process

4. Cash Management — Imprest, Advances and Receipts

Management of Bank Accounts

The organization will maintain two major types of accounts

i.  Project bank account(s) i.e Primary accounts

ii.  Institutional bank account i.e Secondary account

The procedures for opening a new bank account are:

i.  The finance staff shall analyze the banking institutions and provide a report to the
President with recommendations on the preferred bank for review. This will include
a detailed background check of the financial health of the banks, service offering
and charges and strategic considerations based on the organization’s operations.
ii.  The President is to review the recommendation and submit an official request for
approval from the Board of Trustees.
iii.  The Board may approve the request or advise otherwise with comments. The
President will act in line with the Board’s response and instruct the finance staff to

complete the account opening process where the request is approved.

Opening of Institutional bank account

i.  The Director of Finance (DF) is to adopt the procedures stated above in opening an

Institutional bank account

ii.  Signatories to the Institutional bank account will be the Executive Director, Board Member
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and the Director of Finance

Opening of the organization’s projects or primary bank accounts

1.

il.

iii.

1v.

Primary bank accounts are to be opened for the management of project funds when

requested by donors or the Board.

The DF is to make a case for opening project bank account through an official
request.

The Board will through a resolution authorize opening of the account.

The signatories and signing instructions to the accounts shall be in line with the
constitution, or as required by the donor/s

The Board may through a resolution change the signatories and signing instructions

whenever necessary and in line with the constitution.

Signing Instructions:

1.

ii.

1ii.

1v.

The President (A), two persons from Board of Trustees (B) and Finance Director
(C) will be signatories to the accounts.

Changes in signatories, or mandate, have to be authorized by the Board in line with
the Constitution.

A resolution is to be sent to the bank to inform the bank of any such change/s.

A specimen of the signature/s for the new signatory/ies to be sent to the bank.

BANK ACCOUNT

Authorized Signatories

Every cheque/instrument is signed by at least two signatories

The authorized signatories are signing the cheques/instruments for and on behalf of
the organization, and it is therefore necessary that the Rubber Stamp (or printed
by the bank as such) for “The name of the Organization” should be affixed on every

cheque/ instrument, below which only signature should be put.

A staff who has access to bank account and cash account is not entitled to be an

authorized signatory.
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Authority to Sign

The authority to sign should be classified as Panel A (The members of the board of the

organization) and Panel B (preferably a representative of the management) signatories.

The bank is authorized to undertake any written instructions, signed by two of the

signatories, for transacting any financial business from time to time.

Closing of Bank Accounts

Any bank account not required to be operated must be closed immediately. The Finance
person has to take the matter with the Competent Authority and procure in writing
the obtaining necessary resolution. When it is decided to close a bank account, the

following actions should be completed:

Transfer balance in the account (leaving the minimum amount required) to the other

bank account.

Surrender all the cheque leaves to the bank under a receipt.

After receipt of the resolution, deliver it to the bank under receipt and transfer the

balance to another account.

Confirm closure of the bank account and transfer of balance to the competent.

6.2 BANKTRANSACTIONS

Bank Receipts

All receipts are to be acknowledged by issuing an official receipt. The date of receipt,
its accounting and the date of deposit of the cheque/draft to the bank account should

be the same. The relaxation can be only in view of banking hours or bank holidays.

¢ The bank deposit slip should be attached with the Receipt Voucher.

¢ No receipt should be issued on the last day of the month if the instrument

cannot be deposited with the bank on the same day.
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Bank Payments
Payment Voucher has to be prepared before preparing any cheque.

Cheque should not be prepared, for whatever reason, if sufficient balance is not

available with bank.
All Vouchers have to be verified and approved before payment is released.

Payment has to be made only against original bills and claims. Any type of copy

of bill or claim should not be entertained.

All supporting documents should be attached with the Payment Voucher and

filed according to serial number.

Cheques should be written legibly and doubly ensure that the amount in words and

figures are the same.

All cheques have to be crossed. A Rubber Stamp stating A /c Payee Only — Not
Negotiable should be put on every cheque. Bearer cheques should not be issued

under any circumstance.
Post-dated cheques are not to be issued.
All cheques are stamped for the Name of the Organization

The cheque number should be written on every Payment Voucher.

Controls to be ex ercised
All letters/instructions to the bank should be signed by the authoriz ed signatories only.
Never sign cheques in advance or in blank.
Un-cashed cheques should be cancelled within a reasonable period.
Do not leave specimen signatures around.

Cheque books should always be kept under lock and key. Only authorized persons
should be allowed to handle them.

Using a carbon (black side up) under the cheque will leave an impression on the

reverse of the cheque making it difficult to alter.

Insist on a receipt after payment by cheque.
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¢ Do the bank reconciliation statement monthly.

Closure of Bank Account

i.  The DF is to prepare a schedule of bank accounts that require closure or inactivation
and forward same to the President. This must include a signed—off reconciliation
statement indicating nil balance after bank transaction fees and latest bank
statements. For project accounts, an official notification letter to be sent to the donor
a copy of which will be forwarded to the bank.
ii.  The President is to review and make recommendations before submitting an official
request to the Board for closure of the said accounts with clear justification. This
will include details of requirements by the bank with respect to closure of accounts.
iii.  The Board is to pass a resolution or issue a memo as the case may be approving
closure or inactivation of the bank accounts.
iv.  The DF is to proceed and instruct the respective banks to close the account/s upon
fulfilling the necessary bank requirements for closure of accounts.
v.  Cheque leaves and any other transaction instruments relating to the bank account to
be destroyed or submitted to the bank as the case may be.
Once executed, the President is to furnish the Board with confirmation of the same as well as
an updated list of the current functional bank accounts with accompanying reconciled bank

statements.
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ii.

1.

1v.

V1.

Vii.

Viil.

1X.

Xi.

Xil.

ii.

CHAPTER 6
ONLINE BANKING

Guidelines
Setting up of online banking facilities to be approved by the Board of Trustees.
Online banking facilities are to be done using banks that have secure and efficient
online banking services with clear terms and conditions.
Staff and management using the online banking facility are to be well trained and
the bank should provide a user manual. The online banking transactions processes
and procedures are to be well documented in the manual.

Approval levels for online transactions are to be done in line with the management approval.
The management is to stipulate the thresholds for online transaction approval.

Online transactions must be accompanied by an approved payment voucher
authorizing the payment and relevant schedules where applicable.

Access to the online platform will be limited to select relevant staff to be nominated
by the DF and approved by the President.

There should be clear segregation of duties i.e. the person uploading transactions
should be different from the verifier(s), authorizer(s) and approver(s)

In line with the above, the signatories for online approvals shall include the Finance
(uploader), HR/Admin (Reviewer), the President (Approver)

The online banking platform is to be used for processing payments other than petty
cash transactions.

The platform is to be secured and at minimum should have multilayer password(s)
and unique codes.

The DF is to document the system capabilities, specify the functions adopted and
those to be restricted in an official memo line of communication to the President.
A detailed review to be done before selecting a provider for the Electronic Banking System to

ensure the chosen service provider meets the LAWYERS ALERT’s needs and expectations.

Online Payment Procedures
Vendors to provide bank details to be set-up in the e-payment system on the online platform.
The DF is to verify the vendor’s bank details before approving upload on the online banking

platform.
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1.

1v.

The Initiator is to upload verified vendor details on the e-payment platform. Approved PV is
to be prepared before the upload of the payment.

The DF and the President are to authorize and approve transactions respectively.

Transactions reports are to be generated and attached to the PVs and at minimum, weekly

transaction reports / statements on the online platform are to be generated and filed.

Electronic Banking Security

The security of the electronic banking system is vital for which reason the management is expected to

ensure that necessary procedures are in place to protect the system from misuse:

1.

ii.

1ii.

1v.

Passwords / usernames / codes must not be stored in a place where they can be accessed by an
unauthorized user. Passwords may be memorized and destroyed rather than stored where they
could be accessed.

Passwords / usernames / codes should be confidential. They must never be shared between
individual users.

Passwords / usernames / codes should be changed regularly. They should automatically lapse
after the expiration of a given period — this should not exceed 90 days.

Any separate handheld electronic devices that form part of the banking system (i.e. devices
that provide unique transaction codes for subsequent input to the computer system) should be

securely kept from unauthorized users.

The President is to decide and present in an official memo stating the number of PC’s to have the

Electronic Banking System installed on them. The number of authorized users among the

organization’s staff should inform this decision.

Cash and Bank Reconciliation Process

Bank Reconciliation

LAWYERS ALERT will undertake periodic bank reconciliation at least once every month. The

purpose of this exercise is to make sure that the Bank's records agree with the bank account balance in

Vi



the general ledger as well as detect and correct any error in the bank statement. This is achieved by

taking the closing bank statement balance for a particular date and comparing it to the closing bank

book balance for the same date, then explaining the differences if any.

Bank Reconciliation Procedures:

L.

ii.

1ii.

1v.

Vi.

The DF to obtain bank statements from the bank(s) or extract e-statements for the period as
applicable.

A comparison between the ledger balance and bank balance is to be done.

The DF is to ensure that transactions for the period have been posted into the accounting system
prior to extraction of the book ledger balance.

The DF to identify the reconciling items making up the difference (if any) between the balance
per bank statement and the ledger balance.

The DF to then proceed and prepare the reconciliation statement clearly identifying the
reconciling items making up the difference (if any).

The DF to forward the reconciliation statement to the President for review.

Bank & Cash Management Controls
LAWYERS ALERT should notify the bank of any errors observed in the bank statement within
(30) days after the close of any month.
Cheques not cleared within 30 days to be stopped and drawers requested to seek re-issuance.
The finance team is to maintain a log of cancelled payment transactions.
All letters/instructions to the bank MUST be signed by the authorized signatories in line with
the constitution.
LAWYERS ALERT will not issue blank cheques under any circumstances. A log of postdated
cheques should be maintained by the DF.
Open cheques to be valid for a maximum of thirty days after which they will be stopped and
cancelled.
Banks seek e-mail or phone confirmation before processing significant transactions from bank
accounts. Cheque books are to be kept under lock and key. Only authorized persons should be
allowed to handle them.

Payments to be evidenced by official receipts or e-mail confirmations.
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CHAPTER 7
PETTY CASH PROCEDURES

The objective of petty cash imprest is to maintain a float to meet small cash payments and will be
maintained on a reimbursable basis. When a need to use petty cash arises the Petty cash holder will
raise a petty cash voucher giving full details and attaching the appropriate documentation, before it is
sent to the finance officer for approval. Petty Cash float is limited to a maximum of N20,000 per
funder. Petty Cash is replenishable at 90% depletion. The finance officer will check the expenditure
report before it is sent for reimbursement and goes in the payment procedures already dealt with. The
DF or the Executive Officer should institute unscheduled spot checks on petty cash in a month. At the
end of the month, the DF, in the presence of the President will count the petty cash and certify the
balance. Both the petty cashier and the verifier should complete the petty Cash Certificate form and
this should be forwarded to the finance officer. The finance officer will review the form and take

appropriate action. Procedures must describe the:

1. petty cash location — The Petty cash fund must be kept in a locked safe and access to the safe
must be limited to the Accounts Assistant

ii.  roles and responsibilities of staff involved in custodianship. The Accounts Assistant is the
custodian of the cash and will only issue it out upon the availing of an approved cash advance
slip approved by the Director Finance from the respective employee, who will then proceed to
purchase the requested for item. In the absence of the DF, he/she can delegate this approval to
the DF or the Program Director.

ili.  preparing petty cash voucher on return to the Accounts Assistants office, the employee will
produce a receipt whose value and description will be used to prepare a serially numbered petty
cash voucher. This will have to be forwarded for all the necessary reviews and approvals by
the DF.

iv.  The maximum amount - Petty cash fund is set up to make cash available for small payments.
It’s recommended that a single payment from petty cash should not exceed N20, 000 per funder.
Any payment in excess of this limit must be paid by cheque. Petty cash funds must not be

maintained in foreign currency.
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All petty cash payments must be made only for approved/authorized payments using a renumbered
petty cash slip and must be supported by evidence for payment, such as customer invoices and payee
signatures. The petty cashier must record all payments on a petty cash register. The petty cash register
is a multi-column worksheet that captures information on the date of payment, the purpose of payment
& payee, amount paid and running balance of the petty cash fund. The petty cashier must reconcile the
Petty cash fund on a weekly basis and present the petty cash log to the DF. The cash in the petty
cashbox, plus the sum of payments must be agreed to the petty fund ceiling on a weekly basis and
monthly the DF will perform a petty cash spot check. Whenever there is a change of responsibility,
cash count must be performed, and an official handover of cash and documents must be made. A third
person must witness and sign the handover process. All supporting documents, i.e. petty cash slip as
well as the invoice must be cancelled with a “PAID” stamp soon after a petty cash payment is

processed.

CHAPTER 8
Funds Staff Field Advances

Amounts paid to any staff member for meeting official expenses should be charged to
the float account but for simplification of the process they are to be treated as general
advances keeping an account of then against their Employee Number. Staff can

obtain advances mainly for the following expenses.

Cash Disbursement to Beneficiaries Without Bank Accounts

In circumstances where project beneficiaries do not possess functional bank accounts,
particularly in rural or hard-to-reach communities with limited access to formal
banking services, the Organization may authorize payment through designated staff
accounts.

This procedure shall be applied strictly for immediate cash payments to beneficiaries
to ensure timely delivery of project support.
The designated staff member shall be responsible for:

Prompt withdrawal of the approved amount;
Direct cash payment to the identified beneficiaries;

Submission of a signed beneficiary payment register and any required supporting
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documentation,;
e Returning any unutilized balance and providing a full accountability report within the

stipulated timelines.

¢ Travel and Subsistence
¢ Purchase of goods from the market
¢ Conference and Workshop

. Day to Day expenses

All such requests should be made in the prescribed format as per and duly approved by
the competent authority as per the delegated authority limits, after the finance
department has duly noted any previous outstanding in the person’s name. Additional

formats are provided for further guidance.

Controls to be exercised
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1.  Requests submitted should be complete in all respects and the purpose clearly mentioned.

In case of staff traveling the period and dates and purpose should be specified.

2. The amount outstanding against a staff member should be settled within the
month the advance is taken unless the staff is traveling on the last days of the

month.

Cash Advances

¢ It is essential to understand that small cash advanced needs to be given for routine
expenditure and are unavoidable. How e v er, strict control has to be exercised

over the same in order to keep track.

¢ All advances must be entered in the cash book and when the expense is booked,

they shall be adjusted through the cash book.

¢ The system of IOUs is not foolproof and hence it is advised to keep track of

advances through the cash book.

¢ A fresh advance should not be given to any person/s without settlement of the old
advance (except under exceptional circumstances). Advance can be kept track of
through the advance ledger account (if it is computeriz ed accounts) or through

an advance register.

Fund Receipts
1. Funds are to be paid into designated banks accounts.

ii.  No funds should be paid to any affiliate member accounts, accounts of Board members or staff.
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Description | Required Action Remarks
Step 1 Follow procedure to get * Have the purchases/travel/
advances for all activities activities been authorized
including travel estimates. e Will the purchase/activity/travel
Step 2 Obtain an Advance Request o Office staff should obtain
Form and fill accordingly advance forms.
Step 3 Get authorization from *  The line manager will sign off the form
line Manager
Step 4 Submit form to Accounts at Forms submitted after the stipulated
least one day prior to day which time  would require  necessary
the advance is needed justification. (Justified urgencies will
Step 5 Get payment from Accounts * The payee should sign and
acknowledge receipt of the money.
¢ Accounts will not pay staff with 2
Step 6 Upon return, advances must be o All advances must be settled

settled in totality submitting

all the necessary

within 3 working days of

completion of the transaction.

Settling of advances

Advances have to be settled either in receipts or cash. When the advance given exceeded,

the funds needed for the prescribed activity, receipts and all the remaining funds should be

returned to Accounts when retiring the advance. Additional formats have been provided

for guidance. The procedure to do this is described below:

Description | Required Action Remarks

Step 1 Obtain an Accounts ¢ Fill in the form identifying
settlement Form and fill different expenses if
accordingly necessary.




Step 2

Get authorization from the
staff that authorized

the advance, or if not feasible, refer

Make a photocopy of the form

Step 3

Submit forms (original and

Advances should be retired

photocopy) to Accounts

within 3 working days after

Step 4

Accounts

Obtaining a refund from Accounts

Return unspent funds

to

sign

When the advance given fell short of the funds needed for the prescribed

activity, and staff needed to contribute to the payment, Accounts will

reimburse the additional expenditure. The procedure to do this is described

below:

Description

Required Action

Remarks

Step 1

Obtain a settlement of
accounts form and fill

accordingly

Fill in the form identifying different
expenses if necessary.

Attach the original supporting

Step 2

Get authorization from the
staff that authorized the

advance, or if not feasible,

Step 3

Submit form to Accounts

Advances should be retired within

3 working days after the advance

Step 4

Get payment from Accounts
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CHAPTER 9

Budget Preparation and Adoption

Preamble

LAWYERS ALERT is to prepare annual and program budgets which the organization
considers to be a critical planning and management tool. The budget is designed and prepared
to direct the most efficient and prudent use of the organization's financial and human
resources. The budget is a critical planning tool and has been adopted by LAWYERS

ALERT to help the organization set annual income targets and priority areas of expenditure.

The budget preparation process demands participation and input from the officers,
management and the respective governance organs to ensure the final budget is

comprehensive and devoid of errors and omissions.

Drawing up of the Institutional Budget

The budgeting procedure is guided by the provisions of this manual.

Annual budgets should be prepared and approved by the last quarter of the preceding year.

1. The departmental heads are to submit approved annual work plans and cost estimates
to the DF for consolidation. The DF in collaboration with the departmental heads will
refine and approve the work plans and proposed cost estimates.

ii.  The DF is to forward the approved departmental annual work plans and proposed cost
estimates to the President, and these will form the basis for preparation of the draft
annual budget.

iii.  The DF is to review the draft budget in consultation with the departmental heads,
paying keen attention to the reasonability and eligibility of expenses to be incurred in
the financial year and expected income from the various sources.

iv.  The DF is to submit the final draft budget to the President after incorporating the
proposed changes for approval and onward sharing with the Board for final review
and approval.

v.  The President to review the final draft budget and share their comments with the

President for incorporation.
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V1.

Vil.

The President is to submit the final budget to the Board for approval. This will include
a comparative working of the previous year budgeted amounts and the actual incurred
in the previous year for each budget line item.

The Board through the Chairman will present the budget to the Board for adoption.

The proposed budget is to be presented as a single document accompanied by the annual

work plan with adequate supporting documents and notes. The package will include:

L

ii.

1.

1v.

V1.

A detailed report on the proposed program budget for the year analyzing ongoing
programs as well as supplementary programs, including financial resource
requirements.

Detailed schedules of the various budget heads and budget lines clearly showing how
the figures were arrived at for both programs and operational cost budgets.

A detailed statement on the financial situation including that of the general fund and
other funds.

A status report showing the position of contributions by the trustee members and any
obligations thereof.

A detailed report on budget performance for the ongoing financial year and, in
particular, on the situation of funds for the period up to the end of the month preceding
the closure of the financial year.

Any other relevant information and documentation.

Drawing up of the Program Budget

This section outlines the steps involved in coming up with the program budget. The budget

is to be divided into parts and sections and will comprise of information as may be requested

by the project sponsor(s): -

L

il.

1ii.

1v.

The Program Manager (PM) to prepare the program plan / proposal and forward to
the President for approval.

The PM submits the approved program plan to the DF and will form the basis for
development of a draft program budget.

The DF in consultation with the PM to use the program proposal and activity plan to
prepare the draft budget in line with the donors’ guidelines.

The DF shall convene a review session with select staff from the program, finance

and operations units to review the draft budget.
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V1.

Vii.

The DF is to incorporate the review comments from the consultative session in the
budgets and include the detailed budget notes and forward the final draft to the

President.

The President is to review the final budget and share with the Board for approval. The
approved budget to be annexed to the detailed program proposal and submitted to the

donors for approval.

The DF is to ensure that all the necessary information that may be required by the

Board has been attached to the final budget.

Budget Preparation Guidelines

Guidelines are meant to guide the budget preparation:

L

il.

1.

1v.

V1.

Vil.

Viil.

iX.

The DF to ensure effective participation by representatives from the relevant
departments in the process.

The relevant departmental heads are to propose unit cost estimates for their
departments.

The departmental cost estimates to be reviewed and approved by the management
committee.

The cost estimates to be realistic, reasonable and funded on certain principles or
criteria.

The budget should take note of exchange rates variations and inflationary adjustments;
the rates used should be detailed on the explanatory note, including the basis for the
assumptions made.

The budget should be accompanied by detailed budget notes; this should also include
any critical assumptions and fundamental principles adopted in the preparation of the
budget.

Programs’ budget should be in compliance with donor’s requirements if applicable.
Budget items must be well classified under specific budget heads and lines;

The budget lines must be in the organization’s chart of accounts.

Detailed budget workings with complete schedules breaking down the budget into

individual items must be available.

Interim Budget Procedure
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The interim budget is meant to cover the time lag that results when a new financial year

commences, and the annual budget has not been approved. The DF is authorized to use an

interim budget which must be part of the final budget for the fiscal year in question.

Guidelines

L

ii.

1.

1v.

Expenditures in the interim budget that have been incurred have to be adequately

supported and recorded in the LAWYERS ALERT accounting system.

The interim budget does not provide for capital expenditures unless prior approval is
obtained from the Board to cater for special circumstances.

The expenditure on the interim budget should not exceed 10% of the annual budget
without approval from the Board.

During the approval of the final budget for the new financial year, a separate report
on expenditures already incurred based on the interim budget must be presented to the
Board. A comparative report of the prior year expenditures to be presented complete

with explanations of any significant variances.

Interim Budget Preparation Process

L

il.

1.

The departmental heads will present the funding requirements for the interim budget
period. This is limited to approved project related costs and critical unit operational
expenses.
The DF will consolidate the cost estimates from the various departments based on
their proposed requirements and prepare the draft budget.
The draft budget is to be shared with the President who may:
Approve the final draft interim budget as presented and forward it to the Board for final
approval.
Make recommendations for adjustment and convene a session with the DF and relevant
departmental heads to discuss and obtain consensus on budget items in the final draft.
The DF will then incorporate these changes and forward the final draft interim budget

to the President for approval.

Budget Presentation & Adoption
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Budget Presentation
1. The President to circulate the final draft budget to the Board members at least 7 days to

the scheduled Board meeting for their review and approval.

ii.  The DF or the President are to present the final draft budget for the next financial year
to the Board members for approval during the meeting.

ili.  After presentation of the draft budget, the Board shall consider, review, amend (where
necessary), approve and adopt the proposed budget.

iv.  The Board transmits the budget as finally approved, with a list of required amendments
for implementation by the DF.

v.  The approved budget provides for and authorizes the financial commitments of

the LAWYERS ALERT’s funds and determines their nature and amount.

Budget Revision

Revised Budget Proposals

The DF is to prepare revised budget proposals in the following circumstances as provided

for under these guidelines:

1. Significant changes in Programs / Projects and activities.

ii.  Critical activities not foreseen at the time when initial budget proposals were prepared.
iii.  Changes in respect of the decisions of the board.
iv.  Activities mentioned in the initial budget proposals as items in respect of which later
submission would be made.
v.  Changes in expenditures associated with adverse inflation and currency fluctuations

which could not have been foreseen or projected.

Where additional activities and programs suffice, the DF prepares supplementary program
budget proposals in respect of the current financial requirements in the same form as the

approved budget and this is submitted to the Board for approval.
The targeted implementation level for every annual budget is 90%.

Un-obligated funds from prior year budget to be treated as income available for the current

year budget and shall be budgeted for accordingly.

Funds relating to un-liquidated obligations will not constitute part of the income used in the
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current year’s budget. Such funds, however, must be shown in the budget notes and a report

on the same annexed to the budget.

CHAPTER 10
RECEIPTING PROCEDURES

Objective of a Receipting System
i.  The objective of a receipting system is to ensure that all funds donated/collected are fully
accounted for in financial records and reported to the donors.

ii.  Main strategies to Achieve the Objective

In order to ensure that funds are fully accounted for in financial records, the following strategies will
be applied:

a) effective control of accounting documents (receipt books, cheques books). A receipt book will be
serially numbered and have three copies. Original goes to the payer; the second copy is filed in
Accounts department while the book copy remains as a permanent record. A receipt is a proof of
payment and payer should obtain one.

b) Due to the size of the organization, the Accounts Assistant will receive all monies and will issue a
receipt for all funds received and reconcile all funds received with amounts to be banked the following
day at the end of each day.

c) Strictly all receipts issued will be recorded and analyzed in the cash books for onward posting to the
ledgers at the end of each month.

d) All bank transfers (direct credits) will immediately be recorded in the cash book. Prompt recording
and analysis of receipts in the cash book shows up at the earliest point the levels of funds received and
allows spot check of cash on hand.

e) All documents will be systematically filed in box files and made readily available for any prompt
audit. The DF will be fully responsible for this receipting system and will therefore do the bank
reconciliation to separate the duties to show transparency of the system.

) All receipt books will be recorded in a Register kept by the DF. Only the DF will be responsible for
the issuance of the receipt book for use. The Register will show:

1) serial numbers of each receipt book;

i1) date when receipt book received from the printer;
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iil) name and signature of staff entering the new receipt books into the Register;

iv) date the receipt book issued for use; and

v) name and signature of staff requisitioning the receipt book for use.

Management of Payments

Preamble

The section covers the entire payment process from initiation up to confirmation approval of payments

both internal and external. External payments relate to vendor payments for goods, services and works

while the internal payments relate to payments to staff. The main objective of the process is to ensure

that payments have been properly approved by those with designated levels of authority.

Specifically, it outlines the process for approval of financial obligations and payments. The key process

owner is the DF, who is expected to ensure that all the procedures outlined here operate effectively.

Payment Guidelines

L.

ii.

1.

Payments to be adequately supported with relevant documentation as specified in the latter
sections of this manual.

Payments to be approved by the President, the DF and relevant departmental heads as the case
may be.

Payments must be accompanied by an approved payment voucher before they can be processed.

iv.  The Centre is to adopt online and cheque payments for vendors and service providers; cash to
be used in exceptional circumstance with approval from the DF.
v.  The payment process to have clear segregation of duties between the initiator and the person
processing the actual payment.
vi.  Confirmation of completion of work, delivery of goods or service to be obtained prior to release
of payment.
vii.  Advance payments to be made under existing contractual terms with clear clauses on the same.
viii.  Payments for goods, services and work to be supported by an approved requisition, LPO
invoice and receipts.
ix. Payments are to be evidenced by an official receipt, bank confirmation or official e- mail
acknowledgement from payee.
X.  Bank/payment details of the payees must be verified prior to payment.
Payment Options
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LAWYERS ALERT will adopt three options for payment. This will be determined by value, nature
and volume of payments to be made.

The DF will have the discretion to identify the ideal payment modality given the circumstances. The
payment options are as follows:

1.  E-payment

+This is to be guided by the online payment procedures and guidelines
*Vendors are to be mapped on the e-payment platform once banking details have been verified.

ii.  Cheque payment

+ Applicable in circumstances where online payment system is not functional, or circumstances warrant
use of cheque as mode of payment.

+ Cheque book to be kept in a safe in the Finance department.

+ Minimum of two signatories to sign any cheque.

+ DF is to maintain a log of cheques issued, canceled, and cleared.

+ Cheques must be presented to the bank for clearing within 30 days of issuance. Un-cleared cheques
after this period will be canceled.

iii. Cash

+ Adopted for staff field advances of less than N10,000 and micro-purchases done via petty cash.

+ The DF must approve use of cash for vendor/service provider payments.

Payment Categories
External Payments - vendors & service providers
The following procedures will guide the process of making payments to vendors and service providers:
i.  The DF receives invoices / fee notes from suppliers / service providers and confirms that the
invoice / fee amount matches the LPO/contract amount.

ii.  The DF confirms that the relevant support documents have been submitted by the procurement
unit. At minimum this will include approved requisition, LPO and/or contract award letter,
goods received note / service confirmation / certificate of completion of works.

iii.  DF to forward the documents to the DF to raise PV. He / she will review the voucher and

forward it to the President for approval.
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iv.  The DF is to prepare the payment instrument — cheque or bank instructions; this will then be
forwarded together with the PV to the DF and President for authorization and signing. In the
case of e-payment system, the PV will be taken to the DF and President for approval and
payment instructions uploaded thereafter. The designated authorizers and approvers will then
proceed to process the payment accordingly.

v.  Invoices / fee notes to be adjusted for any applicable taxes and the same remitted to the FIRS
as at when due.

vi.  The DF to stamp the invoices as paid and post the same in the accounting system indicating the

specific project the expenditure relates to, recording the entry as below:

DR Expense account
CR Accounts Payable / bank

i.  Before signing the cheques, the signatories are to verify the following:

* The purchase was properly authorized on the LPO

* An authorized official has signed for receiving the goods or services

+ The value of the cheque agrees with the invoice and LPO value — if not, a reason for variation should
be clearly explained in writing on the invoice

+ Invoices and supporting documents to be stamped “PAID” after all of the above have been completed.
The DF collects and records cheques on the cheque register ready for collection/dispatch.

ii.  The DF files supporting documentation; these include, approved requisition, LPO/contract
award letter, goods received note / service confirmation / certificate of completion of works,
invoice, relating to the payments being made.

iii.  With the exceptions of petty cash, all payments must be approved by the DF and the President.

iv.  Suppliers must acknowledge receipt of funds via e-mail confirmation, issuance of receipts and

or signing of the cheque dispatch book.

Payroll Processing

The purpose of this process is to effect prompt payment of staff in the LAWYERS ALERT’s payroll.
Changes to the LAWYERS ALERT’s payroll database should be made on the basis of properly
approved and authorized documents.

Each month the HR & Administrative Officers shall in from the DF in writing of any changes to the
payroll.

This will be in the form of a schedule summarizing the changes if any. The schedule should be

supported by copies of the appointment letters for new employees showing the salary level and start
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date and copies of the letter or memo informing existing staff of changes to their salaries. The

verification process is as follows:

Guidelines

L.

ii.

1.

1v.

Vi.

Vii.

Staff to be engaged with the written authorization of the President.

The Board approves new staff positions not previously in the LAWYERS ALERT’s
organogram.

Staffto have valid contracts with the LAWYERS ALERT before their salary can be processed.
Appointment letters will suffice for interns.

The DF is responsible to ensure that the terms and conditions of employment of staff
conforming to LAWYERS ALERT’s personnel rules.

Changes to the payroll must be approved by the DF and the President

The President to make recommendations to the Board for ex-gratia payments for deserving
staff at the end of each project/year.

The date of salary payment in the LAWYERS ALERT shall be on a monthly basis.

Payroll Processing Procedures

L.

ii.

1.

1v.

Vi.

Vii.

Viii.

DF makes relevant adjustments to the LAWYERS ALERT’s payroll; this entails updating the
payroll with approved changes if any.

The DF prepares a payroll summary for all employees based on MS Excel list or payroll
software, with details of gross salary; deductions; other staff benefits and net salary.

The DF attach staff timesheets for the month for all the staff in the payroll. Staff salaries will
not be processed without an approved staff timesheet.

The DF reviews and approves the payroll schedule to pave way for the DF to raise the salary
payment voucher.

The DF then prepares the salary payment voucher indicating the total amount to be paid with
a summary of the number of staff being paid.

The DF to forward the completed payment voucher supported with the final approved payroll
schedule, approved staff timesheets and memos approving any changes in the payroll to the DF
for approval.

The DF will then forward the payroll to the President for approval and submit to the DF for
processing of the staff pays.

The DF receives the approved payroll from the DF and support documents and confirms that:

*Amount as per payroll summary is in agreement with the amount indicated in the voucher
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+Calculations for Gross pay minus the total deductions are equal to the Net pay
ix. The DF submits the payment instructions to the bank for execution or uploads on the e-banking
platform.

ix.  The DF to post the processed payroll in the accounting system.

X.  The DF to print and distribute payslips to individual staff.

Payment of leavers
Guidelines
The DF is to send an official memo to the DF notifying him of staff exiting the organization.
The DF removes the employee(s) from the current month’s payroll; their salary and terminal dues are
to be dealt with separately.
The staff to sign the staff exit form confirming that the terminal dues have been settled and no
additional liability remains upon settlement.
Procedure
1. The DF computes the final dues based on the approved staff exit memo and
information on the employee’s history and employment terms.
iii.  The DF computes the total tax on the terminal dues based on the current tax rates on individual
income and forwards to the DF for review and approval.

iv.  The DF reviews the workings on terminal dues for exiting employees to confirm the following:

Total accrued leave not taken has been included in the terminal dues
+Short notice period has been deducted from the terminal dues
«Staff imprest not accounted DF has been deducted
+Assets lost in the employees’ possession have been correctly charged for
*The net amount payable has been correctly computed based on the applicable parameters
+Once satisfied that the computation is in line with the staff individual contract terms and relevant
provisions in the HR manual, the DF raises a memo to the DF for approval.
iv. The DF approves the PV and workings and forwards same to the DF and President to authorize for
payment.
v.  After approval by the DF and President, the DF prepares the funds transfer instructions or
cheque in line with the approval.
vi.  For cheque payment, the employee(s) will sign to acknowledge receipt while for transfers the

bank confirmation will suffice.
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CHAPTER 11

Statutory Deductions

Guideline

The DF summarizes a schedule of the deductions to various institutions such as the Pension

Fund Administrators, FIRS, NHF (optional), Co-operative Societies, bank loans, etc.

Procedure

1.

ii.

1ii.

1v.

V1.

The DF reviews the summary of statutory deductions for correctness and agrees this
to the amount as per payroll summary.

The DF then prepares separate PVs for the statutory deduction(s); this together with
relevant support documents including schedules will be forwarded to the DF for
approval.

The DF then prepares payment instruments (cheque or bank instructions) to each of
the institutions and forwards to the DF and President for approval and authorization.

The DF then forward the cheques / funds transfer instructions for signing. In the case
of online payments, the DF is to upload the details on the e-banking platforms and
notify the approver and authorizer.

The DF then dispatches the cheques to the various institutions for banking and in
case of funds transfer delivers the instructions to the bank for execution.

The DF then posts the transactions to the system by making the entries below:

Accounting for Workshops

ii.

1ii.

1v.

President to issue an approval memo/email to conduct the stated workshop
Departmental head to prepare the workshop budget in liaison with the DF and
forward to the President for review and approval.

The procurement/logistics officer to source for the venue in line with procurement
guidelines;

Venue selection documents to be forwarded to the DF for review and approval.
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V1.

The DF to process venue payment in line with the agreement with service providers
and process advances required for the event
At the end of the workshop, DF to obtain the final bill for reconciliation and final

payment.

Expenditure Guidelines

ii.

1.

1v.

V1.

¢

Hotel receipts must be broken down into venue, accommodation and group meals.
For in-house events, the hotel provides an accommodation invoice for each
individual stating the number of days and the rate charged.

Participants to meet the cost of additional refreshments consumed other than the
normal refreshments provided for during tea breaks during their stay at the hotel.
The cost of these expenses should not be included in the bill to be submitted to the
Centre.

Attendance sheet to be signed for all the days of the training.

Allowances payable to staff and guests to be adjusted for any costs / expenses paid

for directly by the LAWYERS ALERT.

Staff to submit workshop expense accounting report at the end of the event.

Chapter 12

Procurement Stock and Inventory

Purchasing

The purchasing function involves:

Identification of needs, for goods and services,
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Identification of costs to cover the needs for those goods and services,
Identifying the suppliers, procuring estimates (at least three)
Negotiating favorable trading terms with them,

Placing an order

Receiving the goods and/or services and paying for them

Preparation of accounting and archiving expenditures.

Identifying the supplier
Credibility of the supplier in terms of being able to supply the requirements and in time
Cost effectiveness of the goods supplied
Quality of goods supplied

Supplier should meet all necessary formalities in connection with its status as

per the rules and regulations of the Government.

Supplier must be able to supply all the good in the requisition/or of the

specification prescribed in the purchase order

Must be local, reliable and known

Must be able to supply large quantities if necessary
Past performance

Availability of supplier

Reputation of supplier

8.1 Control objectives

The control objectives here will be to ensure that:

All purchases are duly authoriz ed and approved before the goods and services are ordered.

All goods received or services rendered are according to specification and in

quantities requested for.
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Liability for all purchases is accurately reflected in the books of account and that

suppliers are paid only in accordance with the agreed terms.

Goods ordered are actually received into stores as may be appropriate and

relevant accounting records updated accordingly.
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General procedures

¢

The existing purchase policy of the organization must be followed.

For all purchases of capital good, and goods purchased in bulk like stationary and
other supplies, three quotations should be obtained. Then the final supplier is decided
upon. H owever, justification should be given in case the lowest of quotes is not
selected. Quotations should be attached with the relevant vouchers while submitting

the same for checking.

Purchasing Capitals Assets

Any non-consumable item of equipment needed to start program operations and
major capital expenditures as outlined in the plans and budgets are called fixed

asserts.

In the case of capital asset purchases and consumables in bulk, it is always
healthy to issue purchase orders clearly spelling out the terms and conditions of

purchase.

As mentioned above, all non-consumable items of expenditure should be purchased
with three quotations. It is important here to understand that attractive asserts
like camera, tape recorder etc also from part of fixed assets, even through their value
might not be very high. Office equipment and IT equipment will also from part of

the fixed assets.

All incidental charges which are incurred to get the asset to the place where it is
situated and to get the asset into operating condition must be added to the cost of the

asset.
An inventory of the capital assets should be maintained in a fixed asset register.

It is suggested that the fixed assets register is approved and signed by the

competent authority after it is updated every six months or annually.

All assets must be given an identification number, and such number must be painted

on the asset. This number should also be mentioned in the fixed assets register.

Physical verification of assets should be undertaken (preferably by an office
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bearer or someone of adequate authority) at least once a year. All additions, deletions,

modification etc should be recorded and signed.

In case of organiz ations with many field offices/clinics each field office can prepared
a list of assets in their custody. This can then be checked by someone from the main

office and compare it with the main fixed assets register. This is called reconciliation.

Assets which have become worn out or unserviceable should be written off from the

list with proper authoriz ations from the head of office and approved by management.

No item of asset bought with LA funds can be disposed off or changed / modified

without the express permission of the management and approved by the board.
Field office should be daily update with the note of the opening and closing balance.

Access to the stock room shall be controlled and restricted to authoriz ed persons only.

A stock room shall be controlled and restricted to authoriz ed persons only.

A stock register should be maintained for individual drugs at the main office and

the field office.

Materials should be issued from the stock register based on the requisitions.

Physical verification of stock should be undertaken at the main office and every
clinic site by someone other than the person responsible for stock once a month.

The person checking shall sign and date the register.

39



Chapter 13

Payment Procedures

The voucher is a basic document which is prepared to record any transaction that takes place.
¢ Serially PRE NUMBERED Vouchers should be prepared for all transactions.

¢ Vouchers shall be issued officially to a designated person who shall be responsible

for the custody and accounting of the same.

. Vouchers shall not be overwritten. In such cases it is best that the voucher be

cancelled and retained for future inspection.

. Unutilized or cancelled vouchers shall be retained in the voucher books itself for
inspection by the audit subsequently and shall not be destroyed under any

circumstances.

¢ Vouchers and the cash memos need to be stamped with a rubber stamp of a

particular project or agency.

¢ A PAID stamp should be put on all vouchers for which payment has been made.

¢ Vouchers need to be approved by the person initiating the expenditure (who can

sign on the supporting document as well) and another authori ed signatory.

¢ No voucher should be passed for payment without supporting documents.

Checks

¢ Whether required supporting documents are present

¢ Checking the supporting document

¢ Payment should be made only against a valid invoice in original.

¢ Approval by concerned person & authorized signatory.

¢ Verification of accuracy in accordance with the order/letter/other documents if any.
¢ Verification of numerical accuracy

¢ Checking of advance payments made if any or details of part payments made if any.



¢ Making sure that payment has not being made twice for eg., by making all extra

copies of bills as extra copies and by making all paid vouchers as paid .
¢ Ensure that payments are made on time.

¢ All major payments should be made by cheques. Payment by cash should be

restricted to minor purchases and where inevitable.

¢ It should be ensured that the vouchers are not overwritten. In cases where it is
necessary to correct the figures, the figures originally written should be scored
out and the new figures entered. The person preparing the vouchers as well as

authorizing payment should then initial the corrections made.

Supporting document or vouchers
¢ All bills should be in the original. Payment should not be made against a quotation,

Performa bill, copy of a bill or a fixed bill.

¢ All supporting documents should be authoriz ed by the person initiating the payment.

¢ It is the responsibility of each person who is responsible for buying goods/ services
in the project office to check each bill for its validity. i.e., check that the description
of items, number of items, cost per unit and total cost, date of the bill and name of
payee (i.e. name of project) are accurate. Payments should be made only after

checking these details.

¢ Any mistake/ discrepancy should be pointed out to supplier /shop keeper before
payment and if an alteration is necessary, the supplier /shop keeper should make the
change right then and put his/her initials and date. If this results in a change in any
of the amounts on the bill it is particularly important that supplier /shop keeper clearly
writes himself on the bill the payment received in words. The management reserves
the right to accept such altered bills or not. A better option would be to obtain a fresh

bill if possible.

¢ No other alteration in the bill by project staff is normally permissible. If at all an
alternate is unavoidable eg., a mistake in the date by supplier which was not
corrected such a bill should be brought to the attention of ead of the project who

should change it and initial it and a note should be put on the bill why alteration
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was necessary. The management reserves the right to accept such bills or not.

Invoices should only be in the name of the PROJECT and not in the name of the
project staff.

Where bills are in local language, please indicate briefly in English the purpose
/item on the bill.

Maintaining a Cash Book

A cashbook is a primary book of entry that is prepared after a voucher for a particular

transaction. The cash book records all transactions in which cash /bank receipts are

involved.

¢

A double column cashbook that can act as a bankbook or a single column cashbook

(in case a bank book is maintained separately) has to be maintained.

No cutting or alterations should be made in the cashbook. Correction fluid should

also not be used. Any mistake should be corrected by passing a rectification entry.

Cashbooks have to be written regularly (as and when a transaction takes place). All

cash balances should be inked up regularly.

The Cashbook has to be tallied checked and signed by the competent authority

or any other appropriate authority every month.

Cashbooks should always remain at the office.

Recording in the Ledger

¢

Ledgers should be maintained according to the component in the budget.

Postings to the ledger should be done regularly

Cutting or alterations of figures should not be done in the ledger as in the cash book

Always ensure that the ledger balances tally with the expenditure figures shown

in the expenditure statement.



Journalizing

Journal Vouchers are used to book entries in the accounts which do not have any effect

on the cash book or bank book. Accordingly, booking of provisions, transfer of entries

from one code to another or correction of wrong entries is routed through the journal.

Journal vouchers have to be treated with same importance as bank or cash payment

vouchers.

The following points should be adhered to:

¢ All vouchers having the effect of charge to expense should have authorization
from the competent authority.

¢ Detailed narration should be reflected in the journal voucher in order to validate
the need for passing the entries.

¢ The journal vouchers should have supporting documents attached to it.

¢ The manual vouchers have to be preserved in serial order same as payment
vouchers as record for passing the entries.

¢ Journal vouchers for giving effect to cash or bank account is not allowed. These
have to be done through payment/receipt vouchers only.

Accounting

Account Books and Documents to be maintained

¢

Cash Payment/Receipt Vouchers & Book
Bank Payment/Receipt Vouchers & Book
Summary/Daily Petty Cash Book

Journal Vouchers and Journal

General Ledger

Fixed Assets Register
Contract/Registration Documents

Attendance Register
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¢ Budget Copies of various grants

¢ Utilisation Certificates

¢ CAC and Other relevant Registration papers
¢ Copies of Consultancy agreements

¢ Capital assets approvals

¢ File of original bills of assets purchased

¢ Copies of all Contracts and agreements.

¢ Stationery Register

¢ File containing Bank Mandate and authoriz ed signatories.

¢ Quotation file for all purchases

. Advance Payment Register (Advance to third parties & Staff Advances)

¢ Contracts Register (for all contracts issued with payment details and other particulars)

The Cash Book, Bank Book, and Journal Books, both soft copy and hard copies must
be maintained duly signed by the Finance person and Programme I ead of the organisation

on a monthly basis and should be filed along with the vouchers for verification and audit

Receipts and Payment account

This is like a summary of the cash and bank book and starts and ends with the cash and
bank balances. It differs from the income and expenditure statement in that the income
and expenditure statement dose not show details of loans, sale of assets, recovery of staff

advances etc. At the end of every quarter a receipts and payments account is prepared.

Preparation of the Final Accounts
Final accounts include a balance sheet and income and expenditure account and a receipts

and payments account would need to drawn up at the end of the year.

BACKUP routines shall be employed to ensure that total loss of data can never occur.

In this regard, backup of the organization file shall be carried out daily on either separate



CDs/floppy diskette for each day and a weekly and monthly record should be kept as

well.

Chapter 14
Store Procedures

STORES PROCEDURES

1 Objective of Good Stores Procedure
The objective of a good stores procedure is to facilitate the storage and provision of stores items
to the projects and ensure that stores items are properly stocked and used in the most cost

effective manner.

2 Strategies to Achieve the objective
a) Proper authorization of usage of stores

b) Proper documentation and recording

Proper authorization of usage of stores

When stores are purchased such as stationery, office teas etc, they should be entered on a stock
card maintained by the Administrative Assistant or stores officer. A Goods Received Note must
be raised for all items received and a Stores Issue Note for all items issued out. This is
maintained to keep record of stores items coming in and going out for use. The features of a
stock sheet will include the columns for date, reference, and stock coming in, stock going out
and the balance. Each stock item will have its own stock sheet. Before any stock is issued the
DF with delegated authority from the President should sign the stores requisition and upon that
authority the Administrative Assistant or Stores Officer will issue the stores and enter on the

stock sheet going out and balance off the stock sheet.

a) Proper documentation and recording
Stores requisitions and stock sheets are properly kept and entries promptly recorded so that the
stock levels/usage is monitored and maintained. A further monitoring register is maintained in

the photocopying room and the printing room to monitor the usage of stationery.
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b) Stock verification procedures

On a daily basis, at the close of the day, the Stores Officer should verify each line of stores
item, balance and sign off the physical stores to the book balance. At the end of the month, the
DF should physically count the stores. The DF could delegate this function to one of his
accounting officers. Any discrepancy between the physical stores and book values should be
investigated and a report submitted to the President. Only the President should authorize any
write off. The President should prepare a report to the Board on all stores written off in the

year.

Essential Features of a Cash Book Required to Meet These Objectives

a) A cash book must provide easily determined, accurate and current balances at any given
time.

b) Separate cash book for each bank account.

c) Easy reference to source documents

d) Sufficient detail to facilitate reconciliation.

e¢) Enable postings to the ledger accounts

f) The size of the cash book must be manageable and at the same time give sufficient analysis

of receipts and payments.

3 Receipts

Total receipts for the day should be entered each day and balanced in readiness for the cashier
the following day. All receipts, including direct credits or other transfers through the bank will
be entered in

the cash receipts column, whether or not the receipt is in the form of cash or cheques.

4 Payments
Cheque payments are immediately entered on their being drawn (not when they give out). They
are entered in the bank payments column and the payment voucher number and cheque

numbers entered.

5 Separate cash Book for each Bank Account
A separate cash book for each bank account will give the level of funds in each account. This

will enable you to form an opinion whether to issue a cheque on a particular bank or not.



By including both receipts and payments in the same cash book relating to one bank account,
a running balance can be maintained, and the bank columns reflect the transactions shown on

the bank statement, making the verification of balances much easier.

6 Easy Reference to Source Documents

The cash book records bank and cash transactions. Each of these is supported by receipts and
payments documentation, which validates the individual transactions and explains their nature
in detail. The cash book must enable transactions to be traced back to the source documents for
future reference in disputes, auditing or management queries. The cash book allows this by

including two reference columns:

a) Payment Voucher/Receipt Number

All payments must have a payment voucher. The payment voucher will carry full details of the
nature of the payment and the authorities, which allowed it to be made, together with full
supporting documents. Receipts, including direct credits through the bank support all money
received. All receipts are entered in the cash book, which then links back to the individual

receipts issued by the accounts department to the payer.

b) Cheque and Receipt Numbers

All cheques and receipts are entered in the cash book, in sequential order, whether or not they
have been cancelled. The cheque/receipt number column also gives a sequential check to ensure
that all cheques/receipts issued have been recorded. If one wishes to know why a specific
cheque was issued, one can trace the payment voucher through the cheque number entered in

the cash book and the payment voucher number entered in the next column.

7 Sufficient Detail to Facilitate Reconciliation

An essential element of control over bank balances is through the reconciliation of the cash
book balance

with the bank statement. To this extent, cheque payments are individually recorded in the cash
book. Receipts are also entered individually so that there is one entry in the cash book for
receipt. A breakdown of receipts being deposited (Receipt numbers) must be indicated on the
deposit slip. DEPOSIT SLIPS SHOULD BE USED TO UPDATE THE CASH
BOOKS/LEDGER. Direct charges and credits should also be entered in the cash book in the

same form as they are shown in the bank statement. A journal voucher will be used for this

47



purpose.

8 Enable Postings to the Ledger Accounts

The bulk of postings to the general ledger are made from the cash book. This should be done
regularly with the accounting software currently being Pastel Accounting System. Transfers
between bank accounts will be analyzed through an interbank flow through account. Cheques
can be cancelled before or after they have been entered in the cashbook. Cheques, which are
spoilt, are cancelled and retained. An entry is made in the cashbook with the word
“CANCELLED” in the details column and no value entered. The cancelled cheques are clearly
marked as cancelled and retained in the cheque book. Cheques that have been issued and then
need to be cancelled are reversed in the cash book. In this case a journal voucher will be raised

to reverse the original entry.

11 Ruling Off

At the end of each month, bank and Petty Cash reconciliations must be done to ensure that the
passed on balances into the following months are reconciled to easily determine accuracy of
current balances. How do we know if the information in the cashbook is accurate? Checking
that it balances picks up the simplest forms of errors in recording in the cashbook. Balancing
the cashbook may be defined as “proving the completeness of the analysis and the arithmetical

accuracy of the cash book”.

3. Proving the accuracy of the analysis

All receipts and payments in the cashbook must either be balanced by equal amounts in the
case of contra entries, or by the amount in the receipts and payments analysis columns. It must
be remembered that these checks will only prove the arithmetical accuracy and completeness

of the analysis of entries made in the cashbook. It will not pick up errors such as:
a) The wrong amount being entered in the cash book
b) A transaction being omitted

¢) A transaction being entered which relates to another bank account.

These types of errors are discovered by the verification of balances dealt with in the next



section.

4. Verification of Balances
In the previous section we proved that whilst the balancing checks proved the arithmetical
accuracy and completeness of analysis of the entries made in the cashbook, they do not prove

the completeness or accuracy of the information entered.

Verification of the Bank Balance — Bank Reconciliation

The bank balance is verified by comparing it with the bank statement balance. Unfortunately,
the figures are normally not the same. Does it mean that one or both is incorrect? No, not
necessarily. The entries may be correct but not the same in both because either the bank or the
organization does not yet know about particular transactions. The identification and
investigation of these different entries and the verification of the bank balance is a procedure
known as bank reconciliation. The bank reconciliation is essentially a simple operation if

carried out logically and carefully. The essential documents to carry out reconciliation are:

a) An up to date cashbook.
b) The bank statement for the month of the reconciliation.

c¢) The bank reconciliation for the previous month.

The technique then is to go through the bank statement agreeing the entries thereon to the cash
book, and

the previous bank reconciliation, clearly marking in all three documents the items that match.
Where differences have been identified in the previous month’s reconciliation as requiring
action in the cash book, check that these have been done in this month and clearly mark the
cash book and previous month’s reconciliation accordingly. Any items remaining unmarked in
the three documents are the reconciling items, which will explain the difference between the
bank statement and cashbook balance. These differences fall into a number of categories, the

most common of which are:

a) unpresented cheques. These are payment cheques, which are in the cashbook but not on
the bank statement. This will normally be because the payee has not yet presented them to our
bank for payment. These do not require any corrective action unless they are more than six

months old. If they are more than six months old they are no longer valid and known as “stale”.
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If a cheque has remained unpresented for more than six months from the date of drawing it is

cancelled in the cashbook and written back to the respective expenditure code.

b) uncredited deposits are amounts which we have deposited in the bank and are therefore
shown as banking in the cashbook but have not yet been credited on the bank statement. If
these remain uncredited for more than three days after the date of deposit, and are not country

cheques, then the bank must be contacted immediately to find out what has happened to them.

c) direct charges and credits are amounts charged or credited to our account by the bank
without our prior knowledge, or without cheques or deposits being made by us. The bank will
normally supply debit or credit notes to explain these items. If approved they will be entered
in the cashbook. Where there is no voucher to explain them, the bank must be contacted for an
explanation and no entry will be made in the cashbook until this has been satisfactorily been

explained.

d) dishonored cheques, which we have not been previously informed, and are therefore not in
the cashbook, may be revealed by the bank statement. These should be adjusted for in the

following month’s cashbook.

¢) Amounts differ. It may be that the amounts of entries differ between the cashbook and the
bank statement. This may be because of incorrect recording by the bank or us or under or over
banking. Supporting documentation should be checked to ascertain the source of the error.
Where the error is ours a correcting entry is put through the cashbook where the mistake was
made by the bank they must be contacted immediately. There are many other possible different
types of errors, such as the bank charging or crediting the wrong account, but the above are the

most common.

It is recommended that an Accounts Assistant writes up cheques and enters them in the cash
book and someone else should prepare the bank reconciliation. The DF then should review and
the Executive Director approve the reconciliations immediately they are completed. Schedules
detailing the items included in the totals shown on the reconciliation must be attached. These
details will be needed next month for checking to the bank statement to see whether they have

now been cleared. Important points to remember about reconciliations are:



a) they must be completed as soon as the bank statements are received. The bank should be

able to provide a bank statement within three days of the month’s end.

b) all items appearing on the bank reconciliation will appear on the next month unless they

have been matched to entries in the cash book or bank statement in between.

¢) the cash book is ruled off, balanced and the balances carried forward into the new month on
the first day of the month. It is not left open for adjustments to be made from the bank statement.
If this is done there will not be a current balance for the days, it is delayed. Adjustments arising
from the bank statement are entered in the cashbook in the month in which the bank

reconciliation is performed.

d) ensure that the bank balance in the cashbook has been arithmetically proven before starting
the bank reconciliation. There is nothing more annoying than, after checking the reconciliation

several times, finding that the cash book balance is arithmetically incorrect!

Chapter 15
GENERAL LEDGER MAINTENANCE

1 Definition of a General Ledger

A general ledger is a full set of individual accounts, which contains up to date information on
all accounting aspects of all transactions that affect the specified entity. An account may be
defined as: “a record of a group of transactions which are of a similar nature for which the
collective value provides a piece of information of use to the entity”. A transaction may be

defined as an exchange of values between two entities.
2 Objective of a General Ledger
A general ledger is maintained in order to provide a permanent record of the transactions of an

entity, which will facilitate the production of up to date financial information.

3 Strategies to meet the Objective

In order to meet the above objective, the following strategies are used:
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a) appropriate procedures for the recording of transactions.
b) appropriate design of the ledger.

¢) appropriate coding structure.

d) use of the accumulated fund.

e) balancing the ledger.

These strategies will be dealt with below in the various sections.

4 Appropriate procedures for the recording of transaction

a) double entry bookkeeping. A transaction was defined above as “an exchange of values
between two entities”. The transaction will have an agreed value placed on it and this value can
be associated with each aspect individually, for example, if we buy N10,000 of fuel for our
vehicle we part with cash of N10,000 worth of fuel. Therefore, it can be said that for each
transaction we are involved in there are two aspects and these aspects are equal in value and
opposite in effect. In order to have information on what has happened with our finances we
need to record both aspects of every transaction that has affected us. By implication this means
that a system of entering each transaction in our accounting records is required, and the system

is given the title of "Double Entry Bookkeeping.”

As is stated above, the two aspects of a transaction are opposite in nature. As a result, the double
entry bookkeeping systems records the “gaining” or “receiving” aspect separately from the
“parting” or giving aspect. The gaining aspect is known as a debit and the parting aspects as a
credit. By convention debits are recorded on the left and credits on the right. Since each aspect
of transaction has an equal value, by recording them as debits and credits in this way it can be
seen that the total of debits will always equal the total of credits, no matter how many
transactions there are. Imagine a simple set of balancing scales, no matter how many
transactions you might place on the scale if the debits and credits are equal; the scale will stay

in balance.

Posting from the Cash Book
Transactions are initially recorded in the cashbook of the QuickBooks Accounting System
which automatically updates the respective general ledger accounts. This is the major posting

source for Transactions to the general ledger.



The steps required in posting from the cashbook to the general ledger are as follows:

a) rule off and balance the cash book;

b) verify the balances and reconciling to the bank statement;

¢) enter the Journal Voucher (JV) expense amounts for posting to the bank accounts and ledger
accounts; and

d) record the general ledger account codes on the Journal Vouchers against each amount posted.

An example of a journal voucher. This embodies the following essential features:

Examples of reports that are generated from the General Ledger include:
a) income and expenditure statement;

b) Statement of financial position;

¢) source and application of funds;

d) fixed assets schedule;

e) debtors aging analysis

f) inventory and creditors statement position

S Appropriate Design of the Ledger

In order to meet the purposes for which the general ledger is intended each account must be
maintained with certain features. Some accounts have their own special features, for example
the cashbook. However, most of the accounts need the same type of information and therefore

the same type of features.

6 Appropriate Coding Structure

Introduction

One of the purposes of general ledger accounts is to group together the transactions of an
organization in such a way as to allow the preparation of financial information which meets the
needs of its users. Account codes are attached to accounts to simplify the description of the
account and to provide a logical structure to the order of accounts within the ledger. This is
often referred to as the chart of accounts. The essential feature to the chart of accounts is that
it fits the needs of an organization and reflects its activities. It is often assumed that the chart
of accounts must be the same as the budget lines of income and expenditure. This is necessary

so that we are consistent, as we want to be able to compare budgeted income and expenditure
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with the actual. Again, it is only necessary that they are consistent and facilitate the extraction

of monthly receipts and payments accounts.

User Needs

Before starting to set out a chart of accounts it is important to first identify the users of the
financial records and information and what their needs are. The finance department should not
attempt to decide what information the director of engineering needs, it should, however, help

the user to define her or his needs by explaining what is possible.

Manageability
The chart of accounts should be manageable. An appropriate chart of accounts must be
established. An appropriate chart of accounts is one that leads to a general ledger that is easily

manageable by one officer, giving timely information, which meets user defined needs.

Accountability

The chart of accounts should facilitate the allocation of responsibility to managers for the
control of expenditure and the collection of revenue. To this end, a chart of accounts that
includes departmental cost centers allows the grouping of transactions, which are under the

control of a particular departmental head.

Consistency with Budgeting

Whilst the chart of accounts will not necessarily be the same as the budget lines, it must be
consistent with it and allow the easy comparison of budget with actual. It will normally be the
case that the chart of accounts will be organized in a similar manner to the budget as far as the
income and expenditure accounts are concerned but will include control and clearing accounts,

and may be subdivided further than the formal budget.

Flexibility
The chart of accounts should be formulated in such a way that it is adaptable to changing

circumstances, leaving room for new accounts and cost centers.

Known and understood by all
The chart of accounts is not merely a finance department tool but used throughout the

organization. As such, user departments should not only be fully involved in its preparation but



also trained in its use.

7 Use of the Accumulated Fund

When you are establishing a General Ledger for the first time you must start off with the initial
entries in balance. Normally you will have some cash, which can be identified, and this will be
an initial debit entry. If you have an initial overdraft at the bank, this will be a credit entry. We
therefore need to make equal and opposite entries somewhere in our general ledger. The totals
will then balance off as the accumulated fund control account However, we must recognize
that the control we have with this approach is over the totals. It is no guarantee that the
individual accounts in the subsidiary ledger are completely accurate. Control accounts do not

identify the errors indicated in the table below:

8 Balancing the Ledger

Throughout this chapter there are references to keeping entries in balance because of the equal
and opposite nature of aspects of a transaction. Once all the bookkeeping has been done we
want to know that our recording has been done accurately. Ensuring total accuracy is very
difficult, but we can take some important steps to prevent some types of errors. One of these
steps is to extract a ‘Trial Balance’. As the name suggests, a trial balance puts the general ledger
to the test: ‘Is it in balance? We do this by simply listing the balances on every account in the
general ledger, putting the debit balances in one column (left) and the credit balance in another
column (right). If, when both columns are added up, they come to the same figure then the
general ledger is in balance. If they do not agree it indicates that something has not been done
correctly and must be identified. Possibilities for things that might be wrong, and the action

required are:

Errors a Balanced General Ledger does not detect

Type of Error Description

Errors of Omission: Entries that are completely omitted from the general ledger, i.e. both debit
and credit

Errors of Commission: When the value of a transaction is recorded incorrectly in both the
debit and the credit entries.

Errors of Principle: When one side of the transaction is posted to the wrong account in the

ledger
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equally, or one side with an equal value but opposite arithmetic direction.

The trial balance must be drawn out and balanced immediately after the postings are completed
for each month but before the receipts and payments account is prepared. In LAWYERS
ALERT’s computerized accounting package, this is automatically generated. The general
ledger is central to the accounting system of the organization and will draw its entries from all
the procedures in the organization. Almost all the accounting procedures will refer to the

general ledger.

Chapter 16
EMPLOYEE CONTRACTS, TIMESHEETS AND PAYROLL
All employees associated with the organization must have valid contracts on file. Contracts
must outline the terms of employment, termination, compensation and benefits and must be
signed by the employee and an authorized representative from the organization to be valid.
Contracts for employees working less than full time must indicate how pro-rated time is
calculated. All changes to employment under the grant must be communicated in writing. Prior
written approval from the respective funder is required for the hiring of staff not expressly
included in the grant agreement and all promotions, raises or changes to employment contracts.
Employees are required to fill out timesheets for compensation. Timesheets must be signed by
the employee and approved by his/her supervisor to be valid. Timesheets must be submitted to
the DF at a prescribed time, not later than the 23" of the month to allow for entry into the
accounting system. Timesheets for split employees [i.e. employees working on different grants
and other projects] must be coded appropriately. Split employees must indicate on timesheets
the amount of time dedicated to each grant or program. The DF must generate a summary
payroll report at month end indicating the gross to net salary payment to each employee. Each
payroll item must be listed separately [i.e. gross salary, payroll taxes, other deduction, net
payroll]. The payroll summary report must be signed by the DF and approved by the President
to be valid. Individual payroll vouchers or other proof of payment to each employee must be
attached to the payroll summary report. The report must include the Employee’s Name,
Payment Date, Period Covered, Gross Salary, Payroll Taxes and other deductions, and Net

Pay allocated must be signed by the employee, the DF, and the President to be valid.



Salary Payment Policy for New Staff

To ensure transparency and consistency in remuneration, the following rules shall apply to
newly engaged staff or individuals placed on monthly remuneration:

1. Resumption on or before the 15th of the month:
The staff member shall be entitled to a full month’s salary for that month.

Resumption after the 15th of the month:

ol A

The staff member shall be entitled to half month’s salary for that month.

5. This proration policy applies to all categories of new staff unless otherwise stated in
their employment contract or approved by management

Chapter 17

Salary Advance

1 Definition of a Salary Advance

An amount of money not yet earned by an employee but paid to an employee in
advance, which is subsequently deducted from pay within six months of the accounting
period. Salary advance will be restricted to the maximum of one-month salary. The
Organization will only make salary advances in exceptional circumstances in line with
staff policies being worked out and approved by the Board. No salary advance will be
paid out of donor funds planned for a specific project or activity where the donor

provides funds for salary.

2 Objective of a Salary Advance System
The objective of a system for salary advance is to ensure that all money paid to its
employees by way of any advance is appropriately authorized, recorded, subsequently

recovered in full.

3 Main Strategies to Achieve the Objective

In order to meet this objective, the following strategies are utilized:

a) appropriate documentation
b) appropriate authorization of salary advances

c) effective recording of money lent
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d) effective procedures for recovery

The Salary Advance General Ledger Control Account
The format of the salary advance general ledger control account is as for other general

ledger accounts.

The Personal Accounts (Salary Advances Ledger)
The salary advanced personal accounts are a record of the amounts advanced to, and

repaid by, an individual, showing the up to date balance owed by each officer.



6 Appropriate Authorization of Salary Advances

Recommendation of the DF

The recommendation of the DF is evidence that s/he has scrutinized the application
documentation, interviewed the applicant and is satisfied that the application is genuine and
meets the criteria. After the favorable recommendation of the DF, the salary advance must then
be approved first by the immediate supervisor of the applicant and then by the Executive

Director.

Recommendation of Finance Department

Finance Department will indicate all outstanding amounts owing and make recommendation
before the form is sent to the Executive Director for final approval. The DF signs to indicate
that the documentation is correct and that s/he is satisfied that the application meets the criteria.
S/he will have critically examined the financial positions of the applicant as shown on the form

and is satisfied with it before final approval.

7 Effective Recording of Money Advanced

Once a salary advance application has been approved it will be attached to a payment voucher
and go through the normal approval authorization process for payments. Advances when
granted will involve cash book entry. This should be analyzed in the expenditure analysis and
be posted in total to the salary advances control account. There should be separate ledgers for
staff loans and salary advances, with its own control account in the general ledger. Payments
should be entered in the salary advances ledger on the day that they are made. The information
should be obtained from the cashbook, probably with reference to the application form. Payroll
deductions must be posted to the personal ledgers promptly, i.e. as soon as practical after the
payroll is prepared. It should be possible to do this prior to the month end if the payroll is ready
in time for prompt payment. In this way the record of the amount outstanding from each
individual will be kept fully up to date. The salary advances ledger balances should be listed at
the end of each month and the total agreed to the balance on the salary advances general ledger
control account. Refer to the chapter on general ledger maintenance. The payroll section must

have clear procedures for regularly recovering salary advances repayments from employees.
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Chapter 18

PROCEDURES FOR SAFEGUARDING FIXED ASSETS/INVENTORY

1 Overview

The assets of the organization should be protected against the following:
a) loss of value;

b) theft; and

C) misuse;

2 Procedure

Each asset of the organization should be under the custody of a specific responsible officer.
For fixed assets, a Fixed Assets Register will be maintained, which should be reconciled on a
monthly basis to the General Ledger. The DF will be responsible for fixed assets register The

fixed assets register will contain the following minimum details on each fixed asset:

a) A description of the assets;

b) Serial number, model number and LAWYERS ALERT number
¢) Source of the asset;

d) date of purchase;

e) Location and condition of the asset:

f) purchase price/valuation;

g) Cost of the assets:

h) depreciation rate; and

1) accumulated depreciation and net book value

Each fixed asset should be labelled with a unique identification code number, which will be its
sort code in the fixed asset register. A physical verification exercise should be conducted of all
fixed assets of LAWYERS ALERT at least every financial year. The physical verification
exercise should be completed prior to scheduling the annual financial audit. The physical

verification should include the following:

a) physical count;
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b) assessment of condition; and
c) assessment of physical security of the assets, e.g. ease of access to the assets through

keys/locks, passwords, immobilizing gadgets etc.

A logbook should be maintained for each asset, which will record the users and rate of usage
of the asset. Adequate Insurance covers on each asset, preferable Comprehensive cover on
vehicles should be obtained. Disposal (sales, donation, damage, etc.) of fixed assets must be in
accordance with grant agreements where applicable. All evidence pertaining to the disposal
(such as approvals, sales/donation agreements, delivery notes, etc) will be kept on file for any
future audit or financial review. Disposed fixed assets must be cancelled (not removed) from
the fixed assets register and transferred to the record or file of disposed property. All disposal
correspondences, approvals and modes of disposals (sales, donation, scrapping, etc) and
evidences of disposal, such as sales/donation agreements, delivery notes, etc must exist in the

disposed fixed assets file.

CHAPTER 19
PROCEDURES FOR CONTROL OVER LIABILITIES

1 Overview
At any point, the organization should be in a position to know its outstanding liabilities. This

can only be possible through maintenance of a reliable recording keeping system.

2 Procedures

A Commitment Register will be kept in which all the liabilities committed but not yet settled
or funded are recorded. The details in the Commitment Ledger should be reconciled or referred
to the Workplans for the financial period. In addition to the Commitment Ledger, an Inward
Invoice Register will be maintained so that all invoices received by the organization are
tracked. These will be filed in Supplier sequence showing date received, amount of invoice,

goods/service received and credit period allowed/ date due for payment.



Cash

41 Cash Account and Transactions

Cash transactions are to be resorted only for petty expenses and when /where
banking facilities are not available. These should invariably be by account
payee cheques only. As a matter of procedure and control, the attempt

should be to minimize the number of cash transactions.

Withdrawal of Cash from Bank

¢ The Cash Withdrawal Form/Money Indent to be filled up and signed by the
staff handling cash.

¢ The cash balance available and the estimated expenses would need to be computed.

¢ The authorized persons must  verify the requirement before  signing the

cheque for withdrawal of cash.

¢ The signature of the person presenting the cheque and receiving the cash should be

attested on the back side of the cheque by one of the authorized signatories.

¢ A Cash Receipt (Contra) voucher to be prepared and accounted for by the DF on

the same day.

¢ The Cash Account (Manual) to be updated for receipt of the Cash.

Cash Payments

¢ Cash payments will be made only after preparing the Payment voucher.
¢ All vouchers should be pre-printed with machine made serial numbers

¢ The Voucher has to be approved by the competent authority before

payment.(as per the requirement of LA the signature of the PV is a must)

¢ The Payee must sign the voucher for having received the payment.
¢ In case the competent person is not present, the voucher must be verified/approved
by any other person standing-in for the person per before release of the payment.

¢ All cash payments should be receipted with a revenue stamp as per the provisions
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of the stamp act

¢ The number of cash payments has to be reduced by converting settlements through

cheque payments.

Cash Verification

¢ The competent authority should physically verify the cash balance occasionally

and compulsorily at the end of the month.

¢ The Cash Account record should be signed by the person handling the cash and
the person in charge of finance as and when the physical verification of cash is
carried out.

Any discrepancy noticed during the physical verification should be recorded and

reported in writing to the person concerned immediately.

Chapter 20

The financial reports and schedules as prescribed below should reach the
relevant persons before the 10" of the following month as per the following

dates:

The following reports on financial information will be produced by Accounts

for internal and external use.



Cash Account | Shows cash End of Finance/ Management
receipts and each Accounts
Cash Shows Daily Finance/ Management
Reconciliation | reconciliation  of Accounts
Bank Account | This  report End of Finance/ Management
shows  bank each Accounts
Bank Reconciliation End of Finance/ Management
Reconciliation | of bank each Accounts
Advances Shows unsettled End of Finance/ Management
advances by each Accounts
Income and Shows Every six| Finance/ Management
Expenditure transfers months Accounts /" Funding
Assets and Shows Assets Every Finance/ Management
Liabilities value and and six Accounts
their financing months

A Monthly Expenditures and Variance Report that reflects the expenditures incurred

during the month for each line item and the total expenditure incurred for the month. It

also gives the cumulative expenditures incurred to date and the available balance on the

budget. The report is due by the 10th day of the ensuing month.

Where there is a budget variance, particularly overspending on a budget line item, or

introduction of a new set of activities in a budget column, the report should state if the

variance is:
¢ Permitted under the terms of this grant

¢ Unanticipated and requires approval.
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In addition to setting up adequate internal control measures, Management shall from

time to time perform these checks to safeguard assets:

Cash count ]
Physical verification of Fixed Assets O
Proper authorization of payment
vouchers
O O

Cash reconciliation - -
Bank reconciliation O U
Advance summary O O
Monthly Cash Forecast O OJ

Quarterly Cash flow statement M 0
Physical verification of Fixed Assets
One year Income and Expenditure report O (]
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Bank & Cash Balances
This will reflect the utiliz ation of funds received and also will furnish broad indication of
how much has been spent on Grants and on office/admin expenses. The Opening and

Closing Balances should be in agreement with the Bank Book.

Analysis of Expenses against Budget

This is the variance report on Management of Expenses budget and reflects whether the
trend of expenses have to be reviewed in order to avoid any negative variation and take
corrective action as necessary. Every positive and negative variance has to be commented

upon citing reasons for variance and corrective action proposed.

Grant Utilization Status
It is necessary to review on a monthly basis the utiliz ation status of grant budget in
order to ensure that the actual spending is as per the planned budget and the phasing of

utiliz ation.

Statutory Compliance

The implications of non-compliance of statutory provisions are very serious and it is
therefore necessary that the management is kept informed about the compliance or
otherwise of these provisions, this report becomes useful for managers to monitor

adherence to the requirements and due dates.

Field/Consumable Assets

The Assets Register needs to be maintained as per the format authorization of the same

need to be done on a regular basis.

Pending Advances

A statement of funds lying with outsiders and staff at the end of every month-end. It is
necessary to review it on a monthly basis to identify whether any deposits/advances are
lying unadjusted or overdue for settlement. While it is possible that the actual date of

payments and the purpose of which the deposit/advance was given gets obliterated



by passage of time, this report will regularly give details of such funds lying elsewhere.
a.  Job description

b.  Leave documents

c.  Appraisal records

d.  Capacity enhancement needs

Chapter 21

Financial Accounting and Reporting

Basis of accounting

The LAWYERS ALERT is to adopt the accrual basis of accounting for institutional
reporting requirements. It will adopt the cash basis of accounting for project reporting

requirements.

Revenue

Income from grants and donations to be recognized when funds are disbursed into bank
accounts or when services have been rendered. Before grant income can be recognized, the
Centre must have in place a signed cooperative agreement or MOU. Other incomes to be

recognized when accrued

Chart of Accounts

LAWYERS ALERT is to maintain a detailed chart of accounts mapping out the institutional
accounts. Specific accounts to be created for projects in line with the project budget
categories and line items. The DF is tasked with maintaining the detailed chart of accounts.
At minimum, the chart of accounts should capture income, expense, liability, asset and
capital accounts. A detailed chart of accounts should be published together with the annual

accounts noting any adjustments to same.
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Accounting System & Software

LAWYERS ALERT is to adopt double entry bookkeeping.
The Centre is to have in place a functional accounting system that will at minimum be
able to:
i.  Allow for posting of income and expenses as well as capture assets, liabilities and
equity
ii.  Generate standard financial statements (income and expenditure statement, trial
balance and statement of financial position)
iii.  Generate project accounts and reports
iv.  Allow for creation of a detailed chart of accounts
v.  Have adequate access and edit controls

vi.  Provide access to multiple users in accounts department

Financial Reporting

The LAWYERS ALERT’s financial year will run from 1st September to 31st August

Accruals and Prepayments

Accruals

The objective is to record expenses in the period incurred. The aim of the process is to
ensure that expenses are not misstated, and a smooth trend of expenses is maintained.
Accruals should include all invoices for which no prior accrual has been made and not
paid, LPO’s issued whose invoices have not been received, this is accrued using journal
vouchers; contractual services enjoyed whose invoices have not been received; for
expenses which will be incurred towards the year end, for example external audit and
staff related expenses such as leave and bonus accrued based on extract from the system

and advice from management.

The key process steps in the accrual processing are as below:
i.  The DF is to review the unpaid invoices in the invoice register at the end of the

month for expenses not initially recorded and then passes a journal to accrue.



ii.  The DF is to review the prior year list of accruals and compare with the current
year for completeness and makes the necessary adjustments for unrecorded
balances.

iii.  The DF is to review the LPO list DF services already procured and used by the
organization for which invoices have not been received.

iv.  The DF is to pass the entries below to record the unrecorded expenses:

Debit Expenses
Credit Provision and accrual
Prepayments

Prepayments relate to contracts that are paid for in advance. As services or goods are
enjoyed over the year, expense should be amortized during the period. The amounts in
these accounts should equal advance payments paid to vendors at the end of the

accounting period.

The DF is to perform the following procedures on prepayments:
i.  Review the expenses and contracts for services that cover more than one year
ii.  Consider the duration of the contract or service and pass the journal below to

record amount prepaid.

Debit Prepayment

Credit Bank

X. To expense the prepayment, the DF is to pass the following
entry:

Debit Expense

Credit Prepayment

Financial Statement Close-out Process

The organization uses the customized accounting package for the processing of financial

68



transactions. Financial close-out process enables the information contained in financial
reporting system to be summarized and reported to various stakeholders. This process
includes detailed closing procedures, journal entries, reconciliation, disclosures, and
financial reporting requirements.

The objective of this process is to increase the efficiency and timeliness of the financial
close-out process and improve compliance. More importantly, improve financial
governance and increase transparency and reliability of data. It also aims to increase the

accuracy of financial reporting while decreasing turnaround time.

Monthly & Year-end Closing Procedures
i.  The DF is to annually extract the Trial Balance and prepare the draft financial
statements.
ii. The DF is to send the draft financial statements; the trial balance and
accompanying notes to the DF for review.
iii.  After review, the DF is to forward the financial statements and related workings
to the President for review.
iv.  The DF accumulates any adjustments agreed with the President and makes
relevant adjustments.
v.  The President is to review the final management accounting reports as agreed with
the President and make it ready for presentation to the Board.
vi.  The President is to submit the final management account to the Board for

approval.

Supplemental Disclosure Data Procedure
The DF is to present relevant disclosures and notes to the management account, by
reference to prior year financial statements, minutes of Board meetings, review of new

regulatory pronouncements, and discussions with external auditors.

Reporting

The purpose of the reporting requirement procedures is to define the type, content and
frequency of reports. This section covers accounting and reporting by the LAWYERS
ALERT to the Board, regulatory bodies and stakeholders. Prudent and accurate reporting

enhances transparency and accountability to donors and other stakeholders.



The Executive Director will be responsible for ensuring the reports are done on a timely
manner, are relevant and accurate and presented as per the guidelines of this manual. The
departmental heads are to coordinate with the DF in highlighting key issues and events
reflected in the financial and activity reports to ensure the reports are aligned. Reporting
is an important part of the LAWYERS ALERT’s accountability framework and must be
fulfilled during any financial period and before any initiative can be considered complete,
the Finance and departmental heads report cover the necessary information without being

excessive.

Reporting requirements

The LAWYERS ALERT’s accounting system will be designed to generate timely
periodic financial and management reports. To efficiently produce these reports, the
accounting transactions need to be analyzed in a number of ways, including:

i.  Income & Expenditure by program and by project

ii.  Income & Expenditure by categories and subcategories

1il. Timeframe

Activity reporting will be done by departmental heads, and it is important for activity
progress reports to be linked to periodic financial reports. As such the LAWYERS
ALERT will ensure Quarterly Management reports are prepared by the 15th of the
following quarter.
As a minimum this reporting must include the following:

i.  Quarterly progress and Financial report

ii.  Annual progress and Financial reports

iii.  Annual Audited Financial Statements

Copies of consolidated reports (audit, management and program reports and proposed
budget for the next fiscal year) shall then be Forwarded to the ED for review before
presentation to the Board and for adoption; this should be done within 30 days of close

of the financial year.

The consolidated reports are a basis for audits and program reviews by auditors appointed
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by the Board and development partners. The final reports should be circulated to the
Board at least fourteen (14) days before the annual Board Meeting.

Chapter 22
Audit: Internal Review & External Audit
Preamble

Audit is a critical accountability tool and is primarily focused on assuring that the
stakeholder’s (internal and external) resources are being expended for the right purposes in
line with the organization’s policies and procedures. The audit also serves to review the
internal control systems within the organization with a view of continuously improving on
the same as well as assess compliance with cooperative agreement provisions for the various
grants received. This chapter outlines the types of audits applicable to the LAWYERS
ALERT and under what circumstances as well as the organs tasked with oversight of the
audit process. It details the process of selection and appointment of external auditors, their
tenure as well as their responsibility. The chapter outlines the roles of the Board and staff in

undertaking internal audits as well as facilitating external audits.

Roles and Responsibilities Board
i.  Approves appointment of auditors
ii.  Sets up Board finance oversight / audit committee
iii.  Reviews and approves audit reports
iv.  Reviews periodic internal audit / review reports and internal controls system

v.  Tracks implementation of audit recommendations

Management

1. Undertakes periodic internal reviews / audits

ii.  Provides the Board with internal audit / review reports
iii.  Implements audit recommendations
iv.  Facilitates selection of external auditors

v.  Prepares management accounts for review and approval by the board



vi.  Supports the external auditors and undertake the LAWYERS ALERT’s external audit

Audits

Internal audit

The main objective of internal audit / review is to build an efficient and effective operating
environment that complies with existing rules. This involves the review of the organizations
processes to ensure compliance with the set policies and procedures. Internal audit focuses
on improving existing processes or designing new ones to ensure that the set control and
operational efficiency objectives are achieved. The DF will ensure that on pre-determined
periodic basis, internal audits / reviews are undertaken focusing on the key processes within
the organization as listed below:
1. Cash and bank management
ii.  Receipts management
iii.  Payment processing
iv.  Compliance with the rules and regulations of the Centre
v.  Compliance with grants administration requirements
vi.  Compliance with relevant regulatory requirements

vii.  Financial reporting procedures

The President is to determine whether the function of internal audit / review will be done
in house, or outsourced. The Board through the recommendation of the Treasurer is to
approve nominees (internal or external) to undertake the internal review/audit. The internal
audit team to report functionally directly to the Board Chairman. The audit team to prepare
an annual internal review / audit plan detailing the scope of work, frequency of internal
reviews/audits and types of reports to be submitted.

The internal audit/review team to submit periodic reports to the Board, noting progress on
closure of prior audit findings, assessment of controls in the operational areas reviewed

comments on the financial and management reports and recommendations for improvement.

Guidelines on OQutsourcing
i.  Firm selection to be done competitively
ii.  Tenure of firm must not exceed 3 years

iii.  Selection to be approved by the Board through the treasurer
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iv.  Firm to have clear terms of reference

v.  Firm must not be the same firm undertaking the annual external audits

Special Audits

i.  Special audits are commissioned to address specific issues that have come up.
ii.  The scope of the audit is limited to the specific issue(s) identified.
iii.  Ifinitiated by an external stakeholder, the stakeholder will bear the full cost of the audit.
iv.  Selection of the auditor is done in line with the organization’s procurement guidelines or based
on the guidelines of the agency or donor commissioning the audit.

v.  The Board to approve the audit.

External audit

LAWYERS ALERT recognizes external audit as a critical corporate governance tool to
strengthen accountability to members and external stakeholders. The LAWYERS ALERT’s
constitution requires that the Board ensures an annual audit is performed to ascertain that
resources were applied for the approved purposes and are in line with the policies and
procedures.

External audit involves the review of financial statements and internal controls covering the
reporting period, to issue an opinion whether these give a true and fair view of the financial
position of LAWYERS ALERT for the reporting period. The audit is conducted in
conformity with generally accepted international auditing standards and subject to any

special directives of the Board.

Appointment

e The Board is responsible to appoint external auditors to audit the books of accounts
of LAWYERS ALERT and will under the leadership of the Treasurer offer oversight
on the external audit.

e The DF is to ensure that the external auditors receive the information needed for the
audit as well as provide logistical, administrative and financial support to the audit
team.

e The recruitment of external auditors to be guided by the relevant provisions of the

constitution and the procurement guidelines.

e The external auditors are to report to the Board members who have oversight mandate



on the LAWYERS ALERT’s finances and operations.

Scope of Audit

The audit is to cover the financial and operational activities and transactions. The audit will
also cover project(s) currently implemented by LAWYERS ALERT that are financed by
funds from external donors. Projects being financed by grants from donors may be audited
separately and in line with the provisions of the grant agreement. The external auditors,
during the course of the audit, should have access to documents, registers and records in the
custody of or under the control of the Centre, in addition to any other supporting evidence
of any of its transactions, which the team may consider necessary to conduct the audit
effectively. The external auditors are to make observations with respect to the efficiency of
the financial procedures, the accounting system, the internal financial controls and the
general financial administration of LAWYERS ALERT. The Board is completely
independent and solely responsible for ensuring that the audit is conducted in compliance
with the financial policies.

The audit to be done within 120 days of close of the financial year and the audit and

management report circulated to the Board within 14 days of receipt of the final audit report.

Audit Preparation

i.  The DF to notify the appointed external auditors of the audit at least 30 days before
the actual audit and share with them general information about LAWYERS ALERT.

ii. The DF is to prepare the relevant management accounts and accompanying
schedules and present to the DF for review.

iii.  The DF to review the management account and schedules and Forward to the
President for comments.

iv.  The DF is to incorporate the President’s comments and forward the final accounts
and schedules to the President for approval.

v.  The DF to invite the external auditors for an introductory meeting to discuss the
scope, work plan and administrative and logistical arrangements. The Board to be
represented in the meeting by the Treasurer or his /her nominee where necessary.

vi.  The DF to ensure the relevant policy and procedure documents, memos, minutes and
contracts and other transaction support documents required by the auditors are

available.
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Vil.

Viil.

The auditors are to notify LAWYERS ALERT in writing of the official
commencement date, share the final audit work plan, provide schedule of the
documents required and the contact person.

The DF is to be the LAWYERS ALERT’s audit focal person.

Audit Cost

1.

ii.

1ii.

Where applicable, the annual audit cost will be shared between LAWYERS ALERT
and the funding partner(s), otherwise, LAWYERS ALERT will bear the full audit
cost.

Project specific audit costs will be fully borne by the donor(s).

Special audit costs will be borne by the donor, or in the event that it has been
commissioned by LAWYERS ALERT or a state agency, then, the cost will be borne

accordingly.

Audit Report and Close-out

The external auditors are to issue a report on the audit of the financial statements and relevant

schedules relating to the accounts for the financial year. The audit report will at minimum

include:

1.
il.
1il.
1v.
V.
Vi.

Vii.

The final audited financial statements

Auditor’s opinion on the financial statements

Opinion on management of project funds

Auditors opinion on the internal controls

Management report

Audited schedules of contributions, grants and donations and investments

Any other information as shall be directed by the Board and agreed with the auditors.

The Auditors will have initial interim meeting with the Treasurer, President and DF to

discuss the progress of the audit, significant issues noted and challenges faced.

The Auditors will then have a final close-out meeting with the Board members to discuss the

audit and management report.

The final audit report will be transmitted by the President to the Board for review together

with the audited financial statements and management report, in accordance with any

directions given by the Board.



The Treasurer shall share the final audit and management report with the Board members’ at least 14
days before the annual Board meeting. The DF and the President will present the Final Audit and

management report to the Board for adoption.

Chapter 23

RECORDS RETENTION

1. Overview

Records and documents generated and received by LAWYERS ALERT must be retained for a
specified period to comply with:

a) statutory and regulatory requirements; and

b) ease of retrieval for further use in LAWYERS ALERT.

2. Types of Documents

The following are some of the documents:

a) financial records;

b) supporting Documents; and

c) statistical records and all other records pertinent to an award.

d) Employees records and files

The only exceptions are the following:

a) if any litigation claims or audit is started before the expiration of the seven-year period, the
records shall be retained until all litigations, claims, or audit findings involving the records has
been resolved and final action taken; and

b) records for real property and equipment acquired shall be retained three years after final

disposition.

3 Procedures
a) the records and documents shall be retained for a period of seven years from the date of submission
of the final expenditure report or for awards that are renewable, quarterly or annually, from the date of

the submission of the quarterly or annual financial report;

76



b) records will be kept in hard copy or electronically, and sensitive financial records will be stored
both on site and with offsite back-up;
¢) records that are to be disposed will be burned or shredded, depending on the form of storage; and

d) the records must be kept in a safe environment.

Chapter 24
Legal and Statutory Matters

Income Tax Act

Deduction of Tax at source from all eligible payments is the responsibility and liability of
the organization. Failure to deduct tax and issue certificates for such deductions within the
stipulated time attracts penalty under the Income Tax Act. As the rates of tax deduction
change periodically, the finance department would indicate the applicable rate of tax

deduction as and when there is any change in the rates.

Although the Income Tax Act specify the upper limit of amount of payment in a financial
year beyond which tax has to be deducted, it is better to start deducting tax right from the
first payment, irrespective of the value, if we are likely to deal with such party in future

also. This will ensure that no payment escape deduction of tax even by oversight.

The tax deducted during a month has to be deposited to the Govt. account latest by 7th of

the subsequent month. It is necessary that separate challans are filled in for each category

of tax deduction like Contracts, Rent, Payments to professionals, etc. (the due date of 7th

is taken for credit to the government account and not the date of deposit. It is therefore

. h
necessary to do the deposit one or two days before 7"

Deeds and Agreem ents

Any agreement which binds the LA and it Partners for any liability, like regular rent
payments, etc. will be entered into only after it is cleared by the relevant authority.
After signing the agreements, a copy should be forward to finance for records. Service
agreements like warranties for computers and other office equipment can be finalized
and signed by the authoriz ed person in association with the finance department. It should
however be ensured that the terms of the agreements are equitable and should not be

un-necessarily burdened with additional liability by virtue of such agreements.



In all agreements, an Exit Clause is mandatory as it would then be possible for us to
terminate it in the event of non-performance by the other party or due to some other
changes in our operations. The warranty for computer and related equipment should be
verified with the Technical Support Analyst in order to ensure that the technical aspects

required in the warranty are suitably covered in the contract.

Legal Entity
Legal Representation
Any filing of suits, representing the organization or it partners in a court of law, or giving evidence or

appearing as a witness in a suit filed by or against us with a judicial authority can be done only with the
written authority of the competent authority. The particulars of such cases should be forwarded to the

relevant authority for proper documentation and issuance of such authoriz ation letter.

Audit

Eternal Audit

The Project Director will intimate an auditor from amongst the list of empaneled
registered auditors to conduct the audit under TOR. The Auditor so appointed shall
audit the books of accounts as per the terms of reference given to them. The Auditor
shall have access to all the Audit reports of the grantees and sub- recipients of the funds.

The auditor shall be changed every four year.

Cost of External Audit

The cost of external audit would be borne by the LA and partners. The
Management of the LA shall fix the remuneration and it shall form part

of the project cost.

Compliance

LAWYERS ALERT staff, board members, stakeholders, vendors and anyone that does business with
LAWYERS ALERT shall comply with the entire provisions therein Finance policy which is developed
based on the industry best practices, statutory regulations and cost of living indices. The policy will
be reviewed every 3 years. However, board’s decision to review the policy below the stipulated years

shall stand.
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