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1.1 IMPORTANCE AND OBIJECTIVES OF ACCOUNTING &
FINANCIAL OPERATIONAL PROCEDURES

1.1.1 Introduction

A sound financial management can ensure the economic, effective and efficient utilization
of financial resources. The financial support provided by the development partners to MJF
is entrusted with the expectation that it would be used in the most efficient way on behalf
of the beneficiaries. Keeping this view in mind MJF decided to improve the efficiency and
strengthen the capability of the existing financial management system. In continuity of
this, it is felt necessary to upgrade the existing financial operational manual. The up-
gradation has been made with a view to incorporating up-dated ideas of appropriate
financial policies, designing a tailor-made accounting system coupled with International
Accounting Standards (IAS) for MJF’s commitment towards achieving financial excellence
in managing the organization.

1.1.2 General Purpose

The purpose of the Financial Management policies is to establish a framework for the
Governing Board (GB), the operation of which is to be delegated to the Executive Director
(ED) to ensure that MJF funds are utilized in the most transparent, accountable and cost-
effective manner. This framework is to be utilized and the procedures are applied while
making financial decisions and reporting the financial status of the Foundation with the
end view of achieving the financial goals and objectives.

1.1.3 Review of Operational Procedures-Financial Management

Accounting is concerned with identifying financial information, expressing information in
numeric terms and communicating the information to all relevant stakeholders. For this
reason, accounting system may need to be revised over time in relation to changing needs
of information, growth of the organization and change in laws of the land.

» The Director, Finance and Administration (DFA) will review the financial
operational procedures in every three years to ensure that the policies and
operational procedures as documented in the manual are relevant to meet MJF’s
prevailing requirements.

» The results of the review along with required changes, if any, shall be brought to
the attention to the Governing Board of MJF through the Executive Director of the
organization.

1.2 ABOUT THE GOVERNING BOARD OF MJF

The Governing Board (GB) provides overall oversight to MIJF. Specifically, GB is responsible
for approving accounting & financial policies, approve annual operational budget, appoint
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auditors, delegate administration of polices to ED, and review operations of MJF on a
periodic basis.

The GB establishes general financial direction of the Foundation and relies on Executive
Director (ED) and the Director, Finance and Administration (DFA) for day to day operations
and financial decisions. Both the ED and Director Finance and Administration are
responsible for implementing all financial policies and procedures, recommending
expenditures and revenue objectives for the Foundation in accordance with the GB
approved long-term plans, and designing the annual budget in cooperation with the
appreciate staff members and Committees.

1.3 ACCOUNTING AND RECORD KEEPING

1.3.1 Introduction

The ability to generate accurate, reliable and timely financial information according to the
International Financial Reporting Standards (IFRS) and complying with the local regulatory
requirements through a well-developed financial management system is vital for an
organization to attract financial resources from the donors as well as for the donors to
make it sure that the funds are being spent for the purposes they are intended.

1.3.2 Objectives

The main objectives of an appropriate accounting and record keeping system are to:

» Enhance the financial management capability of MJF in generating financial
reports in a meaningful and purposeful way.

» Ensure the compliance with statutory requirements i.e. VAT, Income Tax, the
Companies Act, regulations of NGO Affairs Bureau, Bangladesh and any other
Govt. rules & regulations.

1.3.3 Responsibilities of MJF Accounts Department

The DFA, directly supervised by the ED, is responsible for the overall activities of the
Accounts Department of MJF. The functions of MJF’s Accounts Department are to:

» Processing payments and keeping records of all transactions.

» Communicating finance related information to different stakeholders.

» Budgeting, Forecasting, fund request and fund disbursement.

» Coordinate external audit, appointment of external auditor/firm, review draft
audit and management report, and ensure implementation of internal
weaknesses mentioned in management letter.

» Prepare yearly financial statements for all the running projects as well as MJF
Core accounts covering the period from July-June every year in accordance with
International Accounting Standards (IAS).
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» Conduct yearly external audit for both MJF core and projects according to donor
requirement.

» Commonly project-wise Quarterly Financial Reports are prepared for projects as
per the requirement of donor. Quarterly or semi-annual reports are not
prepared for MJF Core accounts unless otherwise it is required by the Governing
Board for any specific purposes.

» Comply with regulatory requirements.

» Analyze and compile financial data for the purpose of reporting.

» Ensure transparency and accountability through effective internal control
system.

» Provide consistent and accurate financial information to monitor expenditure
with a view to exercising effective management control of operations.

» Annual Tax assessment and submission of return, monthly/quarterly tax
statement, etc.

1.3.4 Use of Accounting Software

MIJF shall use comprehensive accounting software (such as SAGE AccPac or SAGE ERP) for
recording various accounting transactions and data. The organization utilizes the modules
of the software which are necessary for recording day-to-day financial transactions. In this
regard due attention is required for taking advantage of the accounting software and it is
necessary to ensure that record keeping is maintained in line with the financial
operational procedures.

1.3.5 Risk Management within Accounting Software

The Accounting Software shall be preserved in a separate PC and operated as per
following confidentiality:

» Allaccounting entries shall be made by the respective Assistant Managers / Deputy
Managers/Managers - Accounts using password for entry;

» The adjustment entries shall be entered by the Supervisors under the Accounts
Team after being discussed and approved by the DFA;

» On every week end the back-up shall be preserved in a separate hard disk/hard
drive/CD/pen drive;

» Year closing back up shall be preserved in both hard and soft copies and kept in
files and separate hard disk/hard drive/CD/pen drive;

» Passwords should be confidentially preserved.

1.3.6 Confidentiality and Records Security

Security administration is an important factor in the process of computerizing financial
transactions of MJF. Considering the volume of financial transactions, MJF must develop
information security practice within the organization as a whole, which will assure that
the organization’s information and information processing resources under its control are
properly protected, i.e. controls are adequate to prevent unauthorized access to MJF’s
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records and assets. Only ED and DFA or any other authorized persons shall have the access
to financial records (cheques, journals, payroll etc.) and assets (including data, programs
and equipment).

1.3.7 Closing Entries

All closing entries must be made before drawing final accounts for any accounting period.
The Manager Accounts must ensure that all closing entries have been made in time
including the following ones:

Accrual Expenditures i.e. outstanding liabilities

Gratuity Provision

Depreciation Charges

Audit and Legal Fees

Any other payable that is incurred in the period of operation.

VVVVYY

2. BUDGETING PROCESS

2.1 Introduction

The effective management of an organizational activity depends on two basic
components: Planning and Control. Planning denotes to budgeting which connotes a
process of preparing budgets for the organization. A budget is an estimate of future needs
of an organization in financial or quantitative terms for attaining desired objectives. The
budget of an organization performs the following activities:

Expresses broad policy guidelines in terms of organizational activities;
Provides guidelines for administrative performance;

Sets limits of expenditures in specific areas of activities;

Establishes resource requirements for the organization;

Provides the means for monitoring activities.

YVVVVY

Control denotes to comparison of actual results with the planned activities. Budgetary
control is the principal instrument with which MJF provides policy guidelines to its
activities. The purpose of this chapter is to establish procedures and methodologies to be
adopted for preparation of budget and ensure compliance with budgetary control system.

2.2 Budget Period

MJF will prepare annual consolidated budget covering the period from 1 July to 30 June
with considering all the project activities during the budget period. Different budget for
different project will also be prepared based on the requirement of Donor of the fund.
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2.3 Budget Approach

The bottom-up budget approach is followed in MJF. The DFA has the responsibility of
coordinating the overall budget into a consistent and readable shape. Budget format is
supplied to the different units of MJF by the Finance Department. The Directors of each
unit prepare their annual needs as per resource mapping outcome and develop their own
budgets within their areas of responsibility. All unit budgets are then sent to the Accounts
Department for compilation and submitted to the Budget Committee meeting for decision
and finalization of annual budget for MJF as a whole.

2.4 Budget Preparation Process

The Foundation’s budgetary process is coordinated by the Budget Committee/Senior
Management Team (SMT). The Budget Committee/SMT will comprise of ED, DFA and
Directors of other Units of MJF. The Budget Committee will provide preliminary guidelines
of the plan of activities.

» Donor’s budgets shall be prepared as per donor’s requirements and in
consultation with the respective donor.

» Annual budget of a year shall be prepared before the end of preceding year with
accumulations of all data relating to each project.

» The Budget Committee/SMT will take into consideration the effect of inflation as
well as recommendations and the decisions of the Governing Board (GB). The
Committee must ensure that budgets are realistically prepared.

» No revision of the budget is permitted unless it is approved by the GB.

2.5 Steps towards Annual Budget Preparation and Approval

Each unit prepares an estimate of yearly expenditure which is then submitted to the
Accounts Department. The starting point for developing the estimate is to assume that
expenditures in each unit are similar to the immediately preceding year. Each unit will
consider the previous year’s actual results as a basis for the next year if the activities/size
of operation remains same and add the expected amounts, if any, required for carrying
out of the activities for the budgeted period. The size of operation may vary depending
on program structure and related activities.

The Manager-Accounts will then consolidate individual estimates of the units and submit
draft budget to DFA for review. Then DFA will forward it to Budget Committee/ Senior
Management Team (SMT) for review and recommendation.

The Budget Committee/SMT shall review the draft budget and recommend it with
comments, if any, for final approval to the Governing Board (GB). A copy of the approved
budget must be circulated to all concerned units/departments before the
commencement of the year for which budget has been prepared and approved.
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2.6 Budget Time-frame

To ensure timely preparation and approval of annual budget (both the CORE &
CONSOLIDATED BUDGET) following time frame is followed:

Steps Activity Time Frame

Circulation of format to each unit by

Step 1 DEA

90 days before the closing of a year

Submission of expenditure estimates
Step 2 | both of revenue and capital natures by | 60 days prior to the end of the year
each unit to the Accounts Department

Submission of compiled draft budget to

Step 3 DFA by Manager-Accounts for review

30 days before the closing of a year

Submission of compiled draft budget by

Step 4 DFA to Audit Committee/GB

15 days prior to the end of the year

Submission of final budget for approval

Step > by the GB

7 days before the closing of the year

2.7 Budget Implementation Plan

Budget implementation plan is made by splitting the annual budget into
monthly/quarterly budgets by Budget Team in consultation with the respective Unit
Director, reviewed and recommended by DFA which must be approved by the ED. The
effective and qualitative implementation of budget (physical target setting and financial
estimates) largely depends on the full participation and clear understanding of all
concerned with the budgetary process.

2.8 Budget variance analysis i.e. budget vs. actual expenses

To exercise proper budgetary control over the expenditure budget variance analysis with
actual expenses may be done monthly, quarterly, half yearly and yearly by Financial
Reporting and Budget Team according to donor/project/management requirements. But
variance should not exceed plus/minus 10% against each line item. In case, if the variance
seems to be exceeded more than 10% against any line item, prior approval from the
competent authority (Donor for respective projects or ED for core cost budget) should be
obtained. Although, variance may be allowed against individual line item but total
expenditure should remain within total budget provision. This flexibility of variance may
be different based on donor’s terms and conditions. Prior approval must be taken from
competent authority for major changes or revision of budget that exceeds total budget
line.
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2.8.1 Responsibilities for Preparing the Budget vs. Actual
Report

In case of the project budget, the concerned Project Director and in case of administrative
budget, Manager-Financial Reporting & Budget shall be liable for preparing Budget vs.
Actual Expenses report. For variances more than 10%, reasonable explanations should be
clearly given, then Coordinator-Accounts will review the reasons and finalize it
considering facts, reasonableness and rationality. Commonly financial report contains the
budget, actual expenditures and variance column with reasons for variance. Coordinator
—Accounts shall take necessary steps to ask respective unit /project heads to clarify
reasons for variance and report this to DFA for subsequent notification and take prior
approval from the donor for any exceptional variance that exceeds donor terms such as
exceeding more or less than 10% or any other major changes /revision/shifting of budget
from one line item to another.

2.8.2 Allowable & Un-Allowable Cost

An allowable cost is a cost that can be paid /charged by the contract or grant agreement.
A cost is allowable only if the cost is reasonable and allocable; specifically required for a
specific purpose of a project or management.

An unallowable cost is a cost that is not reasonable or allocable and cannot be
paid/charged by the contract or grant agreement. Such costs may be explicitly prohibited
by the MJF Management or a Donor by its terms and conditions.

A list of un-allowable cost is attached in the Annex B. Any other item that is unallowable
according to any donor’s terms and conditions, should be complied by MJF.

How to use this list:

When a staff submits purchase requisition, responsible staff will ensure by reviewing this
list before the approval, so that the organization does not pay a penalty due to any
disallowance of such costs by the external auditor or donor.

2.8.3 System of reviewing the budget vs. actual report and its
documentation process

The Executive Director (ED)/Director-F &A /Program Director (PD) from time to time
should review the budget variance analysis and should take necessary action and remedial
measures.

2.9 Revision of Budget

The annual budget is revised in order to accommodate the reasonable and acceptable
variation in planned and actual performance in income and/or expenditure in view of
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changed situation during the implementation period. In case of extreme requirement,
over expenditure up to maximum of 10% over the budget of a particular line item is
allowable. Transfer of budget allocation from one head to another shall not involve
additional financial obligation. The DFA will revise the consolidated annual budget and
submit the supplementary budget with adequate justification to the Budget
Committee/SMT which then places the same with their recommendation to the GB for
necessary approval.

Sometime partial revision may be done when a particular component of the project
becomes frustrated due to natural disaster, political unrest, or/and abnormal price hike.
Under such situation the budget may be revised with the consent of the donor as well as
the NGO Affairs Bureau, Bangladesh.

3. FINANCIAL REPORTING

3.1 Introduction

The main responsibility of the Accounts Department of MJF is to generate various financial
statements and reports. All financial transactions are recorded in a set of books. A
systematic recording of transactions can only help prepare financial statements and
reports promptly and smoothly. The objective of financial statements is to provide
information about the financial position, financial performance and cash flows of an entity
that is useful to a wide range of users in making economic decisions. Financial statements
also show the results of the management’s stewardship of the resources entrusted to it.
While preparing the financial statements, emphasis must be placed on the requirements
of the users and statutory regulations. The financial statements and reports generated by
MIJF are prepared for the following users;

Type of Financial Reports Users
Internal (MJF Core & Consolidated) Internal Management of MJF
Donor reports Donors
Statutory report NGO Affairs Bureau, Bangladesh (NGOAB)
and other regulatory authorities

The Manager Accounts is responsible for generating all types of financial statements and
reports.

3.2 FINANCIAL STATEMENTS

3.2.1 Introduction

Financial statements shall be prepared in compliance with IFRSs/BFRSs and shall be
presented fairly the financial position, financial performance and cash flows of an entity.
Fair presentation requires the faithful representation of the effects of transactions, other
events and conditions in accordance with the definitions and recognition criteria for
assets, liabilities, income and expenses set out in the Framework.
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When preparing financial statements, management shall make an assessment of an
entity’s ability to continue as a going concern. An entity shall prepare financial statements
on a going concern basis unless management either intends to liquidate the entity or to
cease business activity or has no realistic alternative but to do so.

Basis of accounting

MIJF shall prepare its financial statements, except for cash flow information, using the
accrual basis of accounting. However, to comply with the donor requirement it may need
to prepare its financial statements using the cash basis of accounting.

When the accrual basis of accounting is used, an entity recognizes items as assets,
liabilities, equity, income and expenses (the elements of financial statements) when they
satisfy the definitions and recognition criteria for those elements in the Framework.
Materiality and aggregation

An entity shall present separately each material class of similar items. An entity shall
present separate items of a dissimilar nature or function unless they are immaterial.
Financial statements result from processing large numbers of transactions or other events
that are aggregated into classes according to their nature or function.

Reporting period of Financial Statements

Financial Statements may be prepared on a quarterly, half yearly, or annually as required
by the donor/Governing Board according to the management decision. MJF generally
prepares annual financial statements for MJF Core but quarterly or semi-annual reports
are not prepared unless otherwise it is required by any donor /Governing Board for any
specific purposes. The Reporting period for MJF will be from 1 July to 30 June. However,
reporting period for Financial Statement may be different according to donor’s
requirements

3.2.1 Component of Financial Statements

The financial statements should include the following:
a. Statement of Financial Position;
b. Statement of Comprehensive Income and Expenditure;
c. Statement of Receipts and Payments/Statement of Cash flows;
d. Notes to the Financial Statements.

3.2.2 Recording Financial Transactions

MIJF shall record financial transactions through accounting software according to BFRS. All
monitory or non-monitory transitions should be recorded as required by software

3.2.3 Basis of preparation of Financial Statements
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The Annual Financial Statements of MJF shall be prepared, in accordance with
International Financial Reporting Standards (IFRSs) as adopted in Bangladesh. MJF
maintains its books of accounts and records on the basis of programme or project, that is,
each project is looked upon as a separate accounting entity having separate set of books.
MIJF’s accounting records and financial statements are maintained and presented in
accordance with the principles of fund accounting. This is the procedure by which
resources are classified for accounting and internal reporting into funds established
according to their nature and purpose based on the existence or absence of donor’s policy
in this regard.

The Manager Accounts will be responsible for finalization of the above within the 30% day
of the following year. These financial statements are to be audited by an independent
external auditor and published in the Annual Report of MJF. After audit, the audited
financial statements along with Auditor’s Report need to be submitted to the NGO Affairs
Bureau, Bangladesh. The statutory report also includes FD-4 as per requirements of the
NGOAB.

In addition to comply with NGOAB requirements, MJF needs to submit audited financial
statements to RJSC and tax authority within the specified time limit. The DFA will ensure
the preparation of financial statements, getting them audited well ahead of the date of
submission to the respective authority and arrangement for submission.

3.2.4 Donor Reporting

Donor reporting shall be made as per agreement with the donor. However following
points should be taken into consideration, in general, which may be changed in line with
requirements of the donors while reporting to the donor, which are to:

» Provide copies to donor of reports submitted to various authorities that are
relevant to the project;

» Keep the donor informed about plans for major organizational changes as well as
the name of the auditor of the project;

» Commonly project-wise Quarterly Financial Reports are prepared as per the
requirement of donor. Usually reports are prepared through a standard reporting
format which consists of Budget, Current & Cumulative Expenditures, Budget
Balance/Variance, Burn Rate, Reasons for under/over expenditure, etc. unless
otherwise any prescribed format is provided or requested by any donor.

» Inform the donor in writing of any condition which interferes or threatens to
interfere with the successful implementation of the project;

» Submit the copy of the relevant approval from NGOAB along with the request.

3.2.5 Request for Disbursement of Funds

» Request for funds is submitted together with the original accountable Grant
Arrangement, detailed expenditure and projected expenditure statement;

» All funds requested must be accounted for in the currency in which they are
received;
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FINANCIAL ACCOUNTING POLICIES AND BASIS OF
PRESENTATION

4.1 Introduction

Application of accounting policies and basis of presentation of Financial Statements
should be identical and as per the requirements of International Accounting Standards
(1AS) as adopted in Bangladesh as Bangladesh Accounting Standards (BAS). The DFA will
ensure the application of the accounting policies in such a way that the financial
statements comply with all the requirements of the applicable accounting standards and
disclose significant accounting policies.

4.2. Basis of Financial Accounting

» MIJF prepares its financial statements on a going concern basis under the historical
cost convention.

» MIJF follows a modified form of accrual basis of accounting for preparation of
annual financial statements.

» Income is recorded on cash basis while expenditures are on accrual basis.

» Property and Equipment having value of more than Taka 5,000 are capitalized and
depreciation is charged on straight line method.

» Advance is accounted for on accrual basis.

» Inventory is expensed as and when procured, since inventory predominantly
consists of consumable items.

4.3 Basis of Presentation

The presentation of financial statements of MJF conforms to the generally accepted
accounting principles and is based on International Financial Reporting Standards (IFRS)
and in accordance with the requirements of development partners, if any, for the projects.

4.4 Financial Accounting Period

The accounting period for MJF will be from 1 July to 30 June. However, accounting period
may be different according to donor’s requirements.

4.5 Significant Accounting Policies

4.5.1 Income Recognition

» Donor’s grants are recognized as income when grants are utilized to carry out the
program stipulated.

» Any receipt other than donor’s grants from whatever sources shall be accounted
for as income during the year to the extent it relates to that particular year.
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4.5.2 Interest Income

Any interest received or accrued from the investment of the grant shall be treated as
interest income of that grant in the particular year to which it relates.

4.5.3 Expenses

Any payment or obligation for payment for a particular year shall be recognized as
expense in the year to which it relates. An expense is to be identified by its function.
Expenses for specific program activities and for supporting activities are to be presented
separately. Costs which are attributable to more than one function are allocated on a
reasonable basis.

4.5.4 Donated Goods and Services

Significant donated goods and services should be recorded at fair value when received,
unless these values cannot be determined or if the organization only delivers the goods
to the beneficiaries.

4.5.5 Currency

All books of accounts and financial statements shall be denominated in terms of
Bangladesh Taka.

4.5.6 Bank Charges

Any charges/deductions made by the bank for any transaction will be expensed in the
income statement on cash basis.

4.5.7 Income Tax on Interest Income

Income tax deducted on interest income will be booked as advance income tax in the asset
side of the balance sheet and identified on year-to-year basis. When assessed, the same
will be adjusted with the tax already paid.

5. PROPERTY, PLANT AND EQUIPMENT (PPE)

5.1 Definition of Property, Plant and Equipment

Property, plant and equipment are tangible items that:
» are held for use in the production or supply of goods or services, for rental to
others, or for administrative purposes; and
» are expected to be used for more than one period.
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Assets having useful life for more than one year or unit cost is not less than Tk. 5,000 (Taka
two thousand) should be treated as a property, plant and equipment.

5.1.1 Recognition

The cost of an item of property, plant and equipment shall be recognized as an asset if,
and only if:

» itis probable that future economic benefits will flow to the entity; and
» the cost of the item can be measured reliably.

Subsequent Costs

Day-to-day servicing costs or spares/accessories does not recognize in the carrying
amount of an item of property, plant and equipment. Rather, these costs are recognized
in profit or loss as incurred. The purpose of these expenditures is often described as for
the ‘repairs and maintenance’ of the item of property, plant and equipment.

5.1.2 Measurement at recognition

An item of property, plant & equipment that qualifies for recognition as an asset shall be
measured at its cost.
Elements of Costs:

» Purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates.

» Costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by the
management.

» Theinitial estimate of the cost of dismantling and removing the item and restoring
the site on which it is located.

5.1.3 Measurement of Costs

The cost of an item of property, plant and equipment is the cash price equivalent at the
recognition date.

5.1.4 Measurement after recognition

MIJF follows the cost model as its accounting policy and shall apply that policy to an entire
class of property, plant and equipment.

Cost model

After recognition as an asset, an item of property, plant and equipment shall be carried at
its cost less any accumulated depreciation and any accumulated impairment losses.

5.2 Acquisition of Property, Plant and Equipment
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The acquisition of PPE is based on the budget allocation provided for each program in the
respective budgets. Once the budget is approved procurement plan for the PPE will be
developed to include all the acquisitions which are required for the programme.
Subsequently, the acquisition will be made in accordance with the procurement plan
developed. Acquisition of PPE will be performed as per policy of procurement manual.
For any acquisition which had been allocated in the approved budget and procurement
plan, can proceed for procurement as per policy. However, if the acquisition is not part of
the approved budget, approval from Executive Director (ED) has to be obtained.

Please refer to the procurement guideline for the acquisition of PPE.

5.3. Depreciation

Depreciation is an application of the accrual concept. Its Objective is to charge to
operating expenditure of using Property, Plant &Equipment in each period, so that the
end of its useful life the whole of the cost has been written off. Depreciation is
commenced when the asset is in the location and condition necessary for it to be capable
of operating in the manner intended. Property plant and equipment of MIF are
depreciated using straight line method whereby there is a constant charge each year, on
the assumption that equal amounts of economic benefit are consumed in each year of the
assets life. Each significant part of an item of Property, Plant &Equipment is depreciated
separately, using their useful lives. If any residual value is considered for an asset on its
expiry of expected life, the value is deducted from the cost to arrive at the depreciable
amount. The residual value and useful life of an asset are reviewed in each year end.
Depreciation is expressed in terms of percentage of cost of the related assets.

The list of Property, Plant &Equipment and related depreciation rates are given below:

Asset Type Depreciation Rate %
Land 0%
Building 5%
Transport/ Vehicle 20%
Furniture and Fixtures 15%
Office Equipment 15%
Computer 25%
Software 20%

» Depreciation shall be charged on property, plant and equipment twice in a year
(July to December and January to June).

» No depreciation shall be charged to assets disposed-off.

5.4. Disposal or Write of PPE
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Disposal of asset is a sale and/or end of use of the asset which may generate profit or loss,
which is the difference between sales price and net book value at the disposal time. Gains
or losses arising from this disposal are recognized in the Income & Expenditure Statement
which will be called “profit/ loss on disposal of assets”.

» Net Book Value = Cost — Accumulated Depreciation
» Gain = Disposal Amount — Net Book Value
» Loss = Net Book Value — Disposal Amount

PPE are Purchased by MJF not with the purpose to resell them, however, after some
period of time during which the asset was used or when it becomes non-efficient, it should
be disposed and replaced with the new ones. In certain circumstances, disposal occurs
when the assets are no longer required and become scrap.

5.4.1 Adjustment and writing-off of the other Assets

A write off is an accounting transaction which reduces the value of an asset zero. It occurs
when the assets are permanently unusable condition such as broken, obsolete or beyond
repair. For both write off and disposal of assets, approval from ED is required.

The cost centers will submit a proposal to the Director Finance and Admin adjustment and
writing-off of the other Assets.

Following recommendations of the Committee, adjustment and writing-off can take place
only after obtaining necessary approval from the Executive Director (ED)/ Delegated
Authority, as the case may be on the matter.

The Executive Director (ED)/ SMT will approve adjustment and writing-off of the Assets.
Thereafter, the said amount/ items will be adjusted in the books of accounts (central) by
Director Finance & Accounts Component. On the basis of the information of adjustment
by Accounts Section, these items will also be adjusted in the records of the respective cost
centers subsequently.

5.5 Capital Work in Progress

Capital work in progress (CWIP) refers to asset that is not substantially completed, not in
use and is still under construction. Work in progress is a Valuation of Assets which track
and record construction expenses until such time as the asset is substantially completed
and placed into use. No depreciation shall be charged during such time.

5.6 Fixed Assets Register

The Fixed Assets register shall be updated as and when there is a change or addition to
information maintained in it. The details which should be included in the Fixed Asset
Register are:

» Date of purchase
» Name of Assets
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Description of Assets
Asset ID Number
Location

Cost of Assets
Depreciation Rate
Remarks (if any)

VVVVYVYYVY

Fixed Assets Register should be maintained for all types of assets. All the assets should be
recorded and should be identified using a number tag. The tag should be permanently
affixed on a readily visible area and the number of the tag should be recorded in the fixed
assets register.

5.6.1 Asset Identification Code

Each asset shall be coded in a systematic manner having open-ended provision for
inclusion of new assets. Assets coding shall be arranged in accordance to Project, asset
nature and unique identification number. Example of asset identification system may be
as follows:

For ceiling fan for MJF COPE Project: MJF/COPE/EFAN/0001

The codes for the asset will be generated and provided by the Assistant Manager -
Accounts and must be affixed on the body of the assets permanently by Admin at the time
of recording to fixed assets register. However, small tool or procession items may be kept
outside the affixing identification number due to their smaller size. Once assigned, the
number cannot be changed.

5.7 Control Activities

Admin in MJF Office shall form a team to conduct physical verification of the assets under
their custody at least once in a year. Discrepancies, if any, are to be sorted out
immediately and list of lost, broken, unusable or obsolete assets are to be proposed and
Disposed/Write off as per policy described in Section 4.

5.8 Capitalization of Assets

» Fixed assets are recorded at actual cost. The component of cost is purchase price
plus all other costs of bringing the asset to workable condition.

» Assets having value of more than Taka 5,000 will be capitalized. However a list of
assets, whose values are less than Taka 5,000, but possess economic lives more
than one year, will be maintained separately.

» The ownership of all fixed assets will be in the name of the organization.

» Fixed assets shall be stated at cost less accumulated depreciation and impairment
losses in the financial statements.

Operational Procedures — Accounting & Financial Management 21




[ ) @

Manusher Jonno

Foundation Manusher Jonno Foundation

6. ADVANCE MANAGEMENT

6.1 Introduction

In the interest of the project activities running smoothly, advance payments need to be
made from time to time. Depending on the particular situation, these advance payments
are made directly to related persons or organizations as well as to MJF’s own staff.

6.2 Types of Advances

Normally the following three types of advances shall be paid by MJF:

i) Advance to staff for travel or for other official purposes
ii) Advance to suppliers/contractors/consultants
iii) Advance to project partners

Advance payment to supplier/contractor is not encouraged. Advance payment to them
can only be allowed if stipulated in the terms and conditions of the work order/contract
or agreed to in subsequent negotiation by MIJF management. Advance to
supplier/contractor will be made through “Account Payee Cheque” only/ Bank Transfer
Only.

6.3 Processing of Advance and Approval

The following procedures are to be followed in case of advance payment.

i)  Requests for travel advances (in format prescribed in the software) must be
submitted to the respective supervisor at least 3 working days prior to departure.
The amount of travel advance shall be based on the estimated travel costs &
allowances. In case of any special circumstance, staff should submit the advance
request with justification and approval from ED or DFA at least 8 working hours
prior to departure.

ii) Request for advance against program expense (workshop, seminar, training,
purchase of program materials etc.) also must be submitted at least 3 working
days prior the event/program. In case of any special circumstance, staff should
submit the advance request with justification and approval from ED or DFA at
least 8 working hours prior to departure.

iii) Advance against purchase, an approved Purchase Requisition must be submitted
along with advance requisition.

iv) Purpose of advance should be clearly mentioned in the advance requisition form.

v) Advance payment to suppliers/contractors shall be based on prior clear
agreement in writing.

vi) No advance will be provided to anybody whose previous advance remains
unadjusted. However, in emergency cases this advance can be given with prior
approval from competent authority of MJF.

vii) Advance paid to staff shall be adjusted within the given tentative adjustment date
in the advance requisition form or within 7 working days after the completion of
work, events, travel, etc.
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viii) If the adjustment was not made within the above-mentioned time, accounts
department will notify the employee within next seven days. Further to notify, if
it is not adjusted within 30 days of given adjustment date, the full amount of
advance will be deducted from next immediate monthly salary.

ix) In caser of any special circumstance, if it is required for any time extension
exceeding tentative adjustment date, this will be justified with reasoning and

approved by ED or DFA.

X) Record of party wise advance payments and their subsequent adjustments shall

be maintained in software.

xi) Advance for overseas travel is to be approved by the Executive Director (ED).

6.3.1 Process Flow for Advance Payment

Finance and Accounts.

Ref | Description Performed
by

1 | Prepare Advance Form.
Fill up Advance Requisition Form into MIS and state the
amount, purpose of advance, name of requestor, duration
of advance; according to the Form. Requestor
For special cases, Advance can be given without comply any
procedures mentioned in the SOP on approval of Manager-
Finance and Accounts Department.

2 | Verify Advance Form
Verify the Form to ensure that it is correctly filled up.
Check the Advance Register to ensure the requestor has no
outstanding amount at the date of form received. No
additional advance shall be given if there is any outstanding Head of
amount but in some special cases, additional advance can | Respective
be given without comply any procedures mentioned in the | Department
manual on approval of Manager- Finance and Accounts
Department.
Submit the Advance Form for approval at the following days
of receive Advance Form from APO.

3 | Approve Advance Form
Validate the purpose and amount of the advance. Director of
Approve the Advance Form and forward to the Executive, Finance &
Accounts to process the advance at the date of receiving Accounts
Advance Form.

4 | Make the advance payment to staff
Make the advance payment to the staff based on amount Account’s
stated in the Form at the date of approve by Director - Personnel
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Ref | Description Performed
by
5 | Sign off on the Form
Sign off on the Form as evidence that advance has been Requestor
received.
6 | Update Advance Register and file the Form
- Update the Advance Register into MIS to keep track of the
advances given to staff at the date of payment made to Account’s
requester. Personnel
File the Advance Form safely for adjustments at a later
stage.

6.3.2 Settlement of advances

i.  Advance made to suppliers, is to be adjusted against the final bill submitted by

them.

ii.  Advance to staff will be adjusted against bill submitted by them. These bills

shall be checked and certified by the respective supervisor before submission

to Finance Section.

iii.  Travel advance will be adjusted against claims made in Travel Cost and Per

diem Report for reimbursement of costs. The following are the guidelines for

submission of Travel Cost and Allowance Report:

The staff member who has undertaken the official tour shall carefully
prepare the travel expenses claims. He/she will ensure that expenses

shown therein are incurred in connection with performance of official

work.

Original receipts i.e. ticket for train, bus fare, air fare, receipts for official

phone calls and faxes, wherever applicable, will be attached with the

Report.

The Travel Expenses Report shall be checked and certified by the respective

supervisor and approved by respective director before submission to

Finance Section.

iv.  If any employee receive advance and make expenditure by himself or jointly,

approval of those expenditure should be taken from his/her supervisor even if

it his/her within his/ her approval authority limit.

6.3.3 Process Flow for Adjustment of Advance to expenses:

Ref | Description Performed
by
1 | Submit the original bills and invoices for verification. Requestor
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Ref | Description Performed
by
Submit the original bills and invoices to the respective
Head of Department for verification and validation
before the date of adjustment mentioned in the Form.

2 | Verify original bills and invoices
Verify and approve the original bills to ensure that the
tasks assigned to requestor are carried out. Head of

. . o . R ti
Submit the approved bill and invoices to director of espective
. ] Department
respective department at the same date of receive the
original bill.
3 | Approved original bills _
Receive approved original bills and match it against the | Director of
. Respective
Advance Form and Advance Register at the date of
) Department
receive from requestor.

4 | Sign the Form and Update Advance / Register
If the amount in the original bills equal to the advances
given in the Advance Form, there will be no
reimbursement.

If the amount in the original bills is more than the .
. . . Assistant
advances given in the Advance Form, Assistant Manager
) Manager of
- Accounts would need to reimburse the requestor the
. Accounts
difference. Department
If the amount in the original bills is less than the advances P
given in the Advance Form, requestor has to return the
balance amount to the Assistant Manager.
Update the Temporary Advance Register to reflect the
adjustment made at the date of received from requestor.

5 | Prepare Debit Voucher Assistant
Prepare Debit voucher to record the expenses and forward | Manager of
to Manager — Finance and Accounts Department for Accounts
approval. Department

6 | Review Debit Voucher
Review Debit Voucher, Temporary Advance / Form and

. ) . . Manager of
approved original bill to ascertain that the amount is
Accounts
correct.
) . Department
Approve Debit Voucher at the date of preparation of
voucher.

7 | Post the transaction to the Accounting System Assistant
Post the transaction to the Accounting System at the date | Manager of
of approves the voucher. Accounts

Department
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Ref | Description Performed
by

File the Debit Voucher, Temporary Advance / Forms,
approved bills and any other supporting documents for
future reference.

6.3.4 Writing off irrecoverable Advance amounts

It may be found that some advances have become doubtful of realization. Advances found
to have become permanently irrecoverable should be written off from the accounts so
that only realizable advances are carried forward.
Before classifying any advance as irrecoverable the following conditions must be satisfied:
The debtor has been non-traceable.
Recovery action is uneconomic due to relatively small value of the debt.
Legal proceedings through the courts have not been fruitful.

Accounts Team in consultation with respective Program /Unit Head will propose /forward
to the SMT /ED for review and approval to write off the irrecoverable debts. The party
concerned shall not be informed of the write off action initiated.

Writing off Advance amounts, if needed should be informed to the Board with IFRS/IAS
implications, if any.

6.4 Aging analysis of advance

Periodical age analysis after preparing a schedule of all advances, should be done. The
analysis should be done quarterly and actions taken to adjust/realize the old advances.
Special care needs to be taken for long outstanding advances.

6.4.1 Write off Cash or Advance to Employee

Write off cash could be due to various reasons such as loss due to theft or misplacement.
Cash write off includes write off advance to staff. The reason for advance write off could
be due to accidents that lead to death of staff or staff has become non-traceable and
unable to be located. Approval must be obtained from ED.

7 CASH AND BANK OPERATIONS

7.1 Introduction

Fund management is one of the crucial areas to be investigated. As such much emphasis
must be given to ensure economy, effectiveness, and efficiency in all financial transactions
so that financial resources can be utilized in such a way for which they are intended.
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7.2 Deposit of Funds

Funds of the Foundation shall be deposited in the Foundation’s main bank account as may
be designed by the GB. Funds received from the donors shall also be deposited in the
same bank account. The DFA will monitor the balance of this account.

7.3 Payment to Partner NGOs

Funds so received are utilized for different programs implemented by MJF and through
partner organizations. Expenditures incurred subject to adjustment later by the MJF are
either met through advances or paid against submission of bills. Partner payments are
made in the form of advance only and upon receiving Expenditure Statements from
PNGOs. Advances to partners are adjusted against expenditure statements and the
supporting documents and new advances are made based on the Call Forward being
recommended by the program personnel. The Call Forward is then received by the
Finance before disbursement of funds.

7.4 Disbursement of funds to vendors/consultants/suppliers

The Accounts Department of MJF will receive Invoices (Other than PNGOs’ expenditure
statements and Call Forward), stamp with the incoming dates and send to the concerned
unit/department for comments/recommendations. Upon receipt of the
comments/recommendations, the Accounts Officer will prepare Top Sheet and forward it
to the approving authority as per delegation of authority. After approval and subject to
availability of fund the Accounts Officer will prepare cheque and enter the Accounting
Software.

The cheque /bank advice along with the invoice copy and corresponding purchase order,
where applicable, shall then be forwarded to the ED and other authorized signatories for
signature. In case of online bank transfer, authorized signatories will approve the payment
batches online.

The cheque requiring payment up to Taka 1,000,000 (ten lac) shall be signed jointly by any
two of the authorized signatories,

Payment above Taka 1,000,000 (ten lac) up to Taka 20,000,000 (two crore) shall be signed
jointly by the ED or Parveen Mahmud, Governing Board member or Prof. Golam Samdani
Fakir, Governing Board member along with any of the MJF Directors.

Payment above Taka 20,000,000 (two crore) shall be signed jointly by the ED and the
Chairperson of the Governing Board.

Attempts should be made to take advantage of discounts. In any case of all invoices, if not

rejected or refunded, should be paid within 30 days from the receipt of the invoices or
within the stipulated period mentioned in the purchase order/work order.
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The cheque will be delivered to the vendor as described in the invoice or to the authorized
representative. The paid invoices shall be numerically numbered and kept in files on
monthly basis.

7.5 Operating procedures of Bank accounts

Fund received from foreign donors shall be deposited into organization's main bank
account which will be treated as the "Mother Account". Fund received from the donor in
the mother account, will be transferred to the respective project's bank accounts as soon
as possible for a fair reflection of fund (bank balance position) in the Balance Sheet of the
project/ program. Such transfer will be made only after obtaining the fund requisition duly
approved by the Executive Director (ED)/ Director-Finance and Admin as per the
delegated authority.

» Bank accounts shall be opened as per needs of the organizations and the
requirements of the developed partners.

» The opening of a bank account shall be made as per prior approval of the GB.

» All bank accounts shall be opened with the banks where the best possible services
can be obtained against the least possible costs.

» Payments to third parties over Take 10,000 shall be made through cheques.

» The opening, closing and operation of the bank account shall be decided by the
governing Board upon request from DFA.

» The signatory of a cheque will not prepare the cheque and the related voucher.

» The GB of MJF will select the authorized signatories who will operate the bank
accounts.

» Before signing a cheque, the signatory must be sure of it that the cheque voucher
is properly supported by the documents, approved in accordance with chart of the
authority and properly verified by the authorized persons.

» The Bank accounts will be jointly operated by at least two signatories out of total
approved signatory.

7.6 Project / Operational Bank Accounts

The organization shall open separate project bank accounts with any bank in the project
area for each project based on a specific resolution of the GB meeting. Bank account
opened for each project/program shall be interest bearing one unless otherwise specified
in the agreement with the donor. When the donor agencies or the Government suggest
for opening a separate bank account for a specific project, the Director-Finance and Admin
shall take necessary steps to open the bank account accordingly and comply with other
instructions of the donor/Govt. in the matter.

7.7 Bank signatories
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The Bank accounts will be jointly operated by at least two signatories out of total
approved signatories. Executive Director or her/his designated person will be the
mandatory signatory. All authorized signatories should be current employees or current
Governing Board members of the organisation. Changes in bank signatories are usually
because of resignations, promotions, or new hiring. Director - Finance & Admin will
oversee maintaining all details the authorized signatories whenever changes are made. In
case of the separation of a signatory from MJF, the cheque signing privilege of the
departing person must immediately be revoked. The Bank Manager of the respective bank
must be informed about the change and inclusion of the new signatory.

7.8 Receipt of Cheques

» Money Receipt is to be issued against each receipt of cheque.

» After receiving, all cheques must be crossed as ‘Account Payee only’, if not crossed
earlier.

» Cheques, Demand Draft, Pay Order received during the day must be deposited to
the bank account in the next working day.

» In the event cheque is dishonored by the bank on presentation, the cause of
dishonor should be reported at once to the drawer of the cheque and the entry in
the books of account should be reversed.

7.9 Cancellation of Spoilt cheque

Any cheque issued but not presented for collection by the payee within 180 days from the
date of issue, the bank shall be intimated in writing to treat it as cancelled. Based on the
intimation, Accounts Department shall give reversal entry in the Bank Book and keep a
note in the Bank reconciliation statement.

Any loss or theft of the cheque or cheque book must be intimated to the concerned bank
management as early as possible.

The word "CANCELLED/ VOID" shall be written both on the counterfoil as well as on the
face of the cheque in case it is required to be cancelled. The cancelled and void cheque
should be kept in the safe with the counterfoil for subsequent audit/review.

7.10 Distribution of Cheques

» Cheques ready for distribution will be released as per terms of purchase work
order. Supporting invoice and necessary documents shall be stamped ‘PAID’ and
the cheque number, voucher number and date will be indicated on all documents.

» MIJF will inform the payee about the scheduled time and date for cheque
distribution. The payee shall provide money receipt duly signed by the authorized
signatory at the time of receiving cheque from MJF. The money receipt so
collected shall be tagged with the cheque payment documents.

» All cheques must be crossed in ‘Account Payee only’.
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7.11 Bank Statement and Bank Certificate

Collection of account wise monthly Bank Statement at month end basis and other relevant
information from bank shall be the responsibility of Assistant Manager/Manager-
Accounts. Account wise bank certificate will also be collected by Accounts Department as
and when required.

7.12 Bank Statement and Reconciliation

The regular checking of balance of a bank account in the ledger with the balance shown
on the bank statement for the same period is an important accounting requirement. The
DFA will assign an officer of the Accounts Department to collect bank statements from the
bank. The bank reconciliation statement must be prepared within 7 days of the following
month. The DFA will check and sign the reconciliation statement.

While preparing the bank reconciliation statement due care must be paid to examine
whether outstanding cheques remaining unpaid for more than six months have been
cancelled and re-entered in the cash book through journal vouchers.

7.13 Cash receipts

Upon receipts of cash, money receipts will have to be issued to the payer against each
such receipt. The amount so received will be deposited to the bank account on the day in
which it is received or if not possible on the following working day.

7.14 Petty Cash

In the normal course of operation there are small (petty) expenditures that must be paid
in cash or that cannot be conveniently handled through usual banking procedures. Such
payments are made through a petty cash fund account. A petty Cash of Tk.50,000 (fifty
thousand) for MJF general fund. The limit of petty cash payment is Tk. 5,000 (five
thousand) for single transaction.

7.14.1 Impressed Fund Method

Under this method, a fixed amount of the fund is established by a debit to Petty Cash Fund
and a credit to Cash at Bank. Petty cash shall be replenished as soon as it reached nearly
to the limit upon submission of petty cash statement with supporting documents. The
amount of fund established must always equal to cash in hand plus un-replenished
vouchers.

7.14.2 Cash Count of Petty Cash
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The custodian must balance and count the petty cash at least once daily. The most
preferable time would be just before leaving his/her office at the end of each working day.
Reconciliation with petty cash software can be done monthly.

7.14.3 Surprise Cash Count

There should be a system of unscheduled and unannounced count of cash by accounts
personnel of the Accounts Department. The DFA will assign this job to an officer and
replace the person at any time at his/her discretion.

7.14.4 Change of Custody

Should there be a change in custodianship, a formal hand-over and take-over of cash and
vouchers must undergo in the presence of the Manager Accounts who must sign all
related documents effecting such changes. Both the outgoing and incoming custodians
must also sign the declaration of petty cash balance. The same is to be countersigned by
the Manager Accounts.

8. DELEGATION OF AUTHORITY AND RESPONSIBILITY

8.1 Introduction

To mobilize and decentralize the financial authority and job responsibilities of MJF in the
best possible ways, the MJF Executive Committee has approved delegation of financial
power and delegation of responsibility, which are circulated throughout the organization.

8.2 Delegation of Authority

Delegation of Authority matrix based on financial limits is attached in Annexure-A.

8.3 Delegation of Responsibility

Delegation of responsibility in the context of financial management is shown below:

S| | - Task/Activity/Report/Document Responsibility of
#
1. | - Formulate Financial Policies
- Delegate administration of policies Governing Board
- Authorize bank signatories
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2. | - Preparation of Reporting Formats Director, Finance &
- Coordination of MJF budgeting process Administration
3. | Preparation of
- Chart of Accounts
- Payroll Input Coordinator
- Checking vouchers /Manager,
- Journal Entries for General Ledger Accounts
- Consolidated budget for presentation
- Monthly, quarterly & yearly accounts
4. | - Review of check-list prepared by the Grants staff Manager- Grants
- Review of financial monitoring reports Control
5. | - Receiving, date stamping and forwarding Invoices
- Verifying monthly payroll
- Preparation of cheques and Posting of the same Assistant/Deputy
- Preparation of voucher and getting approval Manager- Accounts
- Bank reconciliation
-Filing of vouchers
6. | - Maintaining Petty Cash Expenses Administrative
- Preparation of petty cash statement & replenishment Assistant
7o Apprwn;mg MIF Budget Governing Board
- Appointing Treasurer . .
; - Executive Director
- Approving compensation ranges/ removal of property
8. | - Access to Financial statements and reports Executive Director
9. | - Preparation of Unit budget and submission to Budget
Committee including oversight and review Departmental Head
- Approving Form FM-EXP before submitting to Accounts
10. | - Advising to Treasurer on development of MJF budget
- Providing overview of strategic considerations & budget | Executive Director
priorities, evaluating budget proposal & completing claims
11. | - Preparation of budgets as per budget policy and guidelines Employees/

- Completion of Personal Expense Reports on weekly basis

Representatives

Note: The above delegation is applicable for MJF Head Office in Dhaka. The similar or
different delegation may be applicable for a Field Office out of Dhaka, which must be

approved by ED /GB using separate instruction or guideline /manual.

9.

9.1

CHART OF ACCOUNTS

Introduction

» In order to have a uniform Bookkeeping and facilitate computerized compilation
of accounts, all financial transactions of MJF should be coded and arranged in a

sequential manner.

» The responsibility for preparing the Chart of Accounts shall be with the Accounts

Department of MJF.
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» For consistency in documentation and preparation of accounts and generation of
financial reports/statements, it is important both accounts and budgets codes will
be identical and equally mean for.

9.2 Coding Structure

Efforts should be made to bring about uniformity in the classification of expenditures so
that the process of preparation of budget and budgetary control is facilitated. The coding
structure of MJF will be of five digits. The first number indicates the nature of accounts.
The description of the coding structure is as under:

Nature of
Code Remarks
Accounts

Current assets should be coded chronologically
depending on liquidity.

Coding should begin with immediate requirement for
meeting up of an obligation.

10000 Current Assets

20000 Current Liabilities

Long term

30000 s These should be coded as per last entered liabilities.
Liabilities

Included in the sequence of receipts from donors,

40000 Income Items . . . .
interest income and other miscellaneous receipts

50000 &

above Expenditures May be arranged alphabetically

MJF must maintain a number of sub-ledger accounts. The coding structure of these sub-
ledger accounts will consist of a combination of alphabet and three digits. Alphabet
represents the group for which sub-ledger accounts are maintained.

9.3 Matching Account Codes with the Software Package

MJF uses accounting software namely SAGE (previously AccPac) for automation of the
accounting system. In SAGE, the length of each account code is 14 digits. As the code
structure of MJF consists of 9 digits, the rest of the SAGE digits will automatically be
generated.

9.4 Adjustment/Amendment of code

The Chart of Accounts of Foundation is attached in Annexure-C. The list of accounts is not
the end. In practical, there may be addition or deletion of accounts head. The Manager
Accounts in consultation with and approval from DFA will add account codes. However,
deletion of accounts head should be avoided for consistency purpose.
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10. COMPENSATION AND PAYROLL

10.1 Introduction

A significant portion of total cost structure of MJF constitutes costs relating to salary and
allowances. So, a proper recording system as well as control mechanism is imperative to
account for the expenditure from management point of view. All employees of MJF shall
open personal bank account with the bank nominated by MJF and inform the account
number to the Accounts Department in writing.

10.2 Payroll Sheet

Based on Employees’ Monthly Time Report, the Manager - Accounts will configure the
payroll in Management Information System (MIS) of Foundation. The sheet shows
detailed data in respect of salary and allowances payable to an employee and all
deductions are to be made in order to arrive at the net payable amount by MJF. The
payroll sheet will be automatically generated by MIS, have to be prepared in a columnar
form with the following information:

Components of Gross Salary Deductions
i. Name of the Unit/Department i. Provident fund
ii. Name. Designation, Bank Account ii Staff Loan
number of each employee
iii. Basic Salary iii. Income Tax

iv. House Rent

iv. Leave without pay

v. Medical Allowance

v. Food/ Canteen Charges

vi. Bonus

vi. Advance

vii. Conveyance

vii. Others (Specify)

viii. Others (Specify)

10.3 Payroll Processing and Payments

The Accounts Department will process monthly salary and allowances and follow the

following procedures:

Collect the approved monthly time reports of the employees within 24t of each
month covering the period of one month from 21t day of a month to 20t day of

the next month.

Check the mathematical accuracy of the time reports and discrepancies, if any, are

to be detected, adjust the same in the following months’ time report.

Review the appointment letter/joining letter of the newly recruited employee and
the promotion and increment letters of the existing employees to ensure that time

reports have been properly prepared.
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Make sure that deductions are in order with withholding taxes and other eligible
deductions.

Prepare the payroll sheet within the 25™ of each month. The Accounts Personnel
will prepare the monthly payroll sheet and submit it to the Coordinator- Accounts.
After being reviewed by Coordinator-HR and confirmed by the Coordinator-
Accounts, the same will be submitted to the DFA for approval.

Bank advice with net payable amount to each employee along with the employees’
bank numbers shall be sent to the bank within 25% day or the following working
day in case 25™ is a weekly /govt. holiday of each month for making payment of
the salary. Such advice shall be signed by the appropriate signatories.

Overtime will be paid on monthly basis.

10.4 Preparation of Employees’ Pay Slips

Pay slip is generated for each employee from the payroll sheet. This is a detailed summary
of the component that makes up the employees’ salary and allowances during the pay
period covered. The monthly net payroll must equal the total net pay of each employee’s

pay slip.

10.5 Payment of Salary, PF, Gratuity etc. at the time of
separation

Payment of Salary, PF, and Gratuity etc. to an employee at the time of resignation or
dismissal will be administered as per relevant clauses of Human Resources Policies.

10.6 Payment of salary and benefits due to a deceased
employee

In case of death of an employee, the following steps will be followed for settlement of
dues to the successors:

» The Accounts Department will collect the list of nominees and their entitlements
of share percentages as declared by the employee in the Nominee Declaration
Form. This information will be provided to his/her nominee(s)/successor(s) in due
time.

» Unpaid salary and allowances, gratuity, PF balance shall be paid to the
nominee(s)/successor(s) of the deceased employee on receipt of proper
documents in this regard.

» Payments will be made through ‘Account Payee only’ cheques.

10.7 Payroll Taxes
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As per prevailing law, income taxes will be deducted at source from the monthly salary of
each employee that exceeds the non-taxable limit. Tax deducted at source will be
deposited to the tax authority within the prescribed time limit.

10.8 Payment Procedure

Payment Procedure means step by step payment settlement processes by which funds
are transferred to PNGOs, vendors, consultants /individuals from MJF and the following
steps are considered to establish a standard payment procedure /system for proper
functioning of MJFs financial management.

Steps | Item

Tasks

Timeline

Responsible

Receive
Step 1 | Invoice/Bills from
vendor/Counterpart

1.

Stamp date seal & sign
on the date received.

. Check the invoice

submitted correctly as
per work-order
/agreement

. Compile with proper

supporting documents
Collect recommendation
and approval signature
from program
/concerned department
upon receipt of the
invoice & SRN /GRN

. Register these into

Invoice Tracking System
Submit it to Accounts
department for payment

Within 5
working days
(if delays,
please keep
note/reasons
for delay)

Admin

Reviewing
Step 2 | Bills/Invoice before
payment

. Receiving date, seal &

sign

. Check the invoice

amount written correctly
as per work-order
/agreement

3. Check & review all

supporting documents
attached properly like
TIN, BIN/VAT
Certificates, VAT challan,
SRN/GRN, deliverables,
bank account
information, etc.

Within 3
working days
(if delays,
please keep
note/reasons
for delay)

Manager-
Accounts/
Coordinator-
Accounts
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4. Check the invoice/bill is
properly recommended
and approved by
concerned person/
department

5. Record it into Invoice
Tracking System

6. Forward to Accounts
Team for processing
payment with signature
and date of checking.

1. Make sure of whether
the payment would be
treated as advance or
reimbursement or

adjustment. Enter the Within 3 Assistant
transaction accordingly. | Working days /Deputy
Step 3 | Processing Payment 2. Make payment through (if delays, Manager-
Bank Transfer/check please keep | Accounts/
/cash as applicable. note/reasons | Manager-
3. Hand over the check to for delay) Accounts

Admin for disbursement
to the beneficiary
/receiver.

1. Make a copy of the check

2. Inform vendor/
beneficiary over phone
or through e-mail about
the delivery of check Within 5

3. Make sure the Money

working days
Receipt & Authorization

. (if delays, ;
Step 4 | Delivery of check is kept properly before | 10050 keep Admin
handing over the check note/reasons
to vendor/ counterpart. | £, yojay)

4. Follow-up and call again
the vendor/ beneficiary
to come & receive the
check, if delayed.

10.9 Document Retention and Destruction Policy:

This policy provides for the systematic review, retention, and destruction of documents
received or created by Manusher Jonno Foundation (MJF) in connection with the
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transactions of organization or donor funded project. This policy covers all records and
documents, regardless of physical form, contains guidelines for how long certain
documents should be kept, and how records should be destroyed unless under a legal
hold. The policy is designed to ensure compliance with MJF and donors rules and
recommendations, to eliminate accidental or innocent destruction of records, and to
facilitate MJF’s operations by promoting efficiency and freeing up valuable storage space.
Documents and records must be easily accessible and filed so as to facilitate their
examination by external or internal party.

Document Retention

MIJF follows the document retention procedures outlined below. Documents that are not
listed, but are substantially similar to those listed in the schedule, will be retained for the
appropriate length of time according to the specific donor’s terms and conditions.
Generally, all the documents and records needs to be retained for 10 years following
expiry or termination of the agreement with a donor unless any item is permanent as
listed below. But this retention period may vary (less than 10 years or more) depending
on the donor’s terms and conditions, that case, MJF should follow the maximum period
of time for assurance of compliance considering the rules of NGOAB, donor terms and
MJF’s own policy.

List of Permanent Records/Documents but not the
least:

Articles of Association
Articles of Memorandum
Certificates
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Annual Reports

Board Meeting and Board Committee Minutes

Board Policies/Resolutions

Construction Documents

Fixed Asset Records

Tax-Exempt Status (If any)

Contracts/Agreement/Deed

Accounting and Corporate Tax Records

Annual Audits and Financial Statements

Insurance Policies

Real Estate Documents

Stock and Bond Records

Trademark Registrations

Payroll and Employment Tax Records

Payroll Registers

Employment and Termination Agreements

Retirement Documents

Personal Files (Employment Contracts and personal information, certificates, Annual
Appraisals, etc.)

Research and Studies, historical records /evidence/videos, etc.

Electronic Documents and Records

Electronic documents will be retained as if they were paper documents. Therefore, any
electronic files, including records of donations made online, that fall into one of the
document types on the above schedule will be maintained for the appropriate amount of
time. If a user has sufficient reason to keep an e-mail message, the message should be
printed in hard copy and kept in the appropriate file or moved to an “archive” computer
file folder. Backup and recovery methods will be tested on a regular basis.

Emergency Planning

MJF’s records will be stored in a safe, secured, and accessible manner. Documents and
financial files that are essential to keeping MJF operating in an emergency will be
duplicated or backed up at least every week and maintained off-site. Copies of all
electronic files and folders are maintained using duplicate online back-up systems.

Document Destruction

MJF’s Director — Finance & Admin and Coordinator — Admin are responsible for the review
of the process of identifying its records, MJF policy and donor /NGOAB roles, which have
met the required retention period, and overseeing their destruction process. Destruction
of financial documents and personnel records will be accomplished by shredding or
burning in a careful manner at a place where it does not pollute the environment.
Document destruction will be suspended immediately upon any indication of an official
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investigation or when a lawsuit is filed or appears imminent. Destruction will be reinstated
upon conclusion of the investigation.

11.

AUDIT

11.1 EXTERNAL AUDIT

External audit aims at specifying the requirements as to scope and performance of the
audit as well as the auditors’ reporting to MJF, donors, NGO Affairs Bureau, Bangladesh,
and other stakeholders in connection with the annual accounts of the organization and
each project.

Audit of the financial statements shall be conducted annually following the
calendar year from 1 July to 30 June.

A Chartered Accountants Firm enlisted with NGO Affairs Bureau; Bangladesh will
be engaged for conducting audit.

The EC Board shall approve the selection of a qualified firm to perform the annual
audit of MJF Core and Consolidation.

DFA with the recommendation from PROC (procurement committee) can process
the selection of qualified audit firms for periodic project audits (such as FD-4 audit
or donor audit, etc) through the bidding process or upon receiving quotations from
number of registered /enlisted audit firms.

A standard time plan will be followed to complete the external audit assignment.
The audit firm will be appointed in July so that the external audit report can be
submitted by the end of September of the next year.

The DFA will coordinate with the Audit Firm.

Financial Statements (FS), notes to the FS, and other related documents shall be
made available for verification by the auditors.

If there should be any exceptions to the audit, the auditors shall be invited to
attend to discuss the matters with the GB.

11.1.1 Scope of Audit

External audit will include auditing of MJF office and the number of PNGOs as
specified in the ToR.

The auditors shall assess the existing procedures, system of internal control and
compliance issues of MJF and Partner NGOs.

The auditors shall verify whether the financial statements prepared by MJF comply
with the Operational Procedures — Financial Management of MJF as well as Partner
NGOs.

The auditors shall apply due professional care and skill in the conduct of audit.

11.1.2 Time frame for Annual Audit (external)

The following time schedule will be followed to complete the external audit:

Operational Procedures — Accounting & Financial Management 40




[ ) @

Manusher Jonno
Foundation

Manusher Jonno Foundation

Particulars

Time-Frame

Responsible to

Preparation of draft ToR
and discussion with the DFA

By first week of May

Coordinator-Accounts/
Manager-Accounts

Finalization of the draft ToR

By second week of May

Coordinator-Accounts/
Director-Finance & Admin

ToR for appointment of an
auditor is to be sent to the
selected/enlisted/registered
audit firms or call for open
bids for requesting
proposals

By 3rd week of May

Concerned Manager-
Accounts/Deputy Manager-
Accounts

Evaluation of proposals and
recommendation for
selection of audit firm

By 3rd week of June

Coordinator-Accounts &
Director-Finance & Admin
/PROC

Selection of Audit Firm

By second week of July

Director-Finance & Admin
and Audit Committee

Appointment of audit firm
for conducting audit

By 3rd week of July

Coordinator-Accounts/
Manager-Accounts/
Secretary of PROC

Finalization of audit plan
with the audit firm

By last week of July

Conduct of audit by the
audit firm

1to 31%t August

Concerned Manager-
Accounts/Deputy Manager-

Draft audit report from the
audit firm

Second week of September

Accounts

Finalization of draft audit
report

3" week of September

Director-Finance & Admin

Distribution of audit reports

Last week of September

Though the above schedule is preferable to follow, any exception to the above schedule
should be noted with reasoning.

11.2 INTERNAL AUDIT

Internal audit assists internal management in effective discharge of their responsibilities
by furnishing them with analysis, recommendations and comments concerning the
activities. The Internal Auditor reviews to assure that the organization’s plans are
implemented, policies and procedures are observed, assets are safeguarded, and financial
records and reports are accurate and reliable. The internal audit unit has been separately
established, so MJF does not require to outsource any external audit firm for any internal
audits. Internal Audit Unit will report to Internal Audit Committee through Executive
Director of MJF.
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11.2.1 Authority of the Internal Auditor

The Internal Audit Manager or Head of Internal Audit or outsourced auditor if required
will have access to all activities, records and assets related to the subject under review
under the scope of the work of the Internal Audit. The auditor will not exercise direct
authority over any other persons or operations or program activities within the
organization. S/he can ask for personal information from the person or HR or from any
other source with the permission of ED or DFA. As the internal auditor’s findings and
recommendations are directed to Executive Director to assist management, the
responsibility to execute specific actions remains with the management.

11.2.2 Reporting Structure and Actions to be taken

The Internal Audit Manager or Head of Internal Audit or outsourced firm if required will
directly report to the Executive Director or the Chairman of the Governing Board based
on the merit of case /issue to be reported. The ED /GB will forward a copy of such report
to concerned unit head, who will then reply in writing within two weeks to the DFA to be
discussed in the ED /SMT / GB meeting. The DFA shall be responsible for implementation
status report to the ED /GB. The ED/DFA will circulate the necessary actions for the
implementation of the recommendations.

11.2.3 Scope of Audit

The Internal Audit Manager or Head of Internal Audit or outsourced firm if required may
be engaged to investigate any area of MJF and is responsible for the following work:

a. Review and appraise the soundness, adequacy and application of accounting,
financial and other operating controls to promote overall control functions at
reasonable cost.

b. Assess the extent of compliances with regulatory and organizational plan and
policy requirements.

c. Evaluate the systems that are desired to ensure the concept of ‘Value for Money’.

d. Review the reliability, timeliness and accuracy of data recording system and
financial report.

e. Determine the extent to which assets are accounted for and safeguarded from
theft, loss or embezzlement / fraud / corruption.

11.2.4 Audit Procedures

The Internal Audit will prepare half-yearly audit plan in consultation with MJF.
The DFA shall distribute audit plan to all unit/department/program heads.

The auditors conduct field work as indicated in the audit plan.

The auditor will prepare draft report and submit it to the appropriate authority.
The final report will include responses, auditors’ findings, and recommendations.
Following completion of each audit, the DFA will ensure implementation of agreed
actions based on audit findings.

VVVVYYVYY
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» Allinternal audit documents and reports should be treated as highly sensitive and
confidential and be used for internal management purpose only, not for general
public use.

12. INTERNAL CONTROL

12.1 Introduction

A sound internal control system is a pre-requisite for an efficient, effective and economic
financial management system for an organization. A well designed internal control system
can ensure proper use of organization’s scarce resources, safeguard its assets, provide
adequate audit trail and make representation of financial information at its utmost degree
of reliability. All these not only help raise accountability and transparency in the financial
management system but also increase the level of efficiency of the organization itself and
for its staff members as a whole.

It is therefore imperative to investigate basic norms of internal control while designing
financial guidelines for an organization.

12.2 Elements of Internal Control Structure

Internal control structure of an organization consists of three following elements:
Control environment
Accounting system, and
Control procedures

12.2.1 Control Environment

Following factors directly influence the control environment of an organization:
0 Management philosophy and Operating style

Organizational structure

Methods of assigning authority and responsibility

Management control procedures

Internal audit staff

Human resources

O O O OO

12.2.2 Accounting System

An efficient accounting system considers establish methods and records that will

Identify and record all valid transactions.

Accurately record transactions in the proper time/period.
Properly present financial statements and related disclosure; and
Form a traceable audit trail.

o0 oo
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12.2.3 Control Procedures

These are the policies and procedures, in addition to the control environment and
accounting system that management should establish to provide reasonable assurance so
that the objectives of the organization can be achieved. The policies and procedures are:

0 Proper authorization of transactions and activities.
0 Segregation of functions: Segregation of duties should be made on the basis of
- Recording
- Authorization
- Custody
- Execution
Safeguarding over access to assets and records
Direct access to assets and records
Indirect access to assets and records
Independent evaluation or performance and proper valuation
Adequate documents and records

O O OO0 o

12.3 Cost of Control

Management should consider the cost of controls in relation to the risk and exposures
they cover. The need for and costs of individual controls should be balanced against the
wider needs for control over economy, efficiency, and effectiveness. The choice of control
methods should be based on a comparison of costs and expected benefits or reduction of
risks.

12.4 Interrelationship of control within the system

Control should not be viewed singly rather as a whole as they interrelate, either in a
hierarchy or on consecutive flow of operations. Weakness in one control may therefore
be compensated for by another.

12.5 Limitation of Internal control

An organization’s internal control system is generally designed to provide reasonable
assurance that asset is properly safeguarded, and accounting records are reliable. The
human element is an important factor in every control system. A good system can become
ineffective as a result of employee fatigue, carelessness or indifference e.g., a receiving
person may not bother to count goods received or may just mess up the count. However,
management should realize the fact that ‘No Internal Control System is perfect’.
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13 INCOME FROM OTHER SOURCES

13.1 Introduction

MJF explores possibility of generating organization income from various sources other
than donor grants to bring sustainability for the organizations. In view of this, the
Foundation utilizes its existing facilities to generate its income. It t is therefore necessary
to prepare an in-depth plan for generating income at the beginning of a year so that the
organization can implement that planned activities throughout the year.

13.2 Income from Training Center-ALOK Ltd.

A plan should be made beforehand regarding number of outside training programs which
are to be accomplished at ALOK training center. Income is then be calculated based on
some pre-determined rates for using the training facilities (training facilitation service,
multi-media, micro-phone, training materials, breakfast, lunch, dinner, etc) during
training programs and total expected income from the training centre in a year is
calculated. Pre-determined rates of the ALOK training center may be changed from time
to time according to variation of market rates of respective services but those rates must
be approved by the ED of MIJF //Chairperson of ALOK Ltd. To avail any suitable
/appropriate training service from ALOK for MJF programs/projects, respective program
staff of MIJF shall prepare and approve PR (purchase requisition), issue official work order
to ALOK Ltd. After completion of the training service, ALOK Ltd. shall submit its bill /invoice
to MJF Admin /Accounts for processing payment.

13.3 Income from Guest rooms-ALOK Ltd.

Like training centre, another plan should be prepared for the income from renting out of
rooms for the guests. The plan must include possible number of guests and total expected
income based on pre-determined rates, which may be changed depending on the
prevailing market rates. The rates must be approved by the ED of MJF /Chairperson of
ALOK Ltd. before taking them into effect. The earning from guest rooms will be calculated
by multiplying pre-determined rates with number of persons using the rooms.

13.4 Accounting treatment of Other Income

Income generated from various sources other than donor grants should be separately and
categorically shown under the broad head “Income from Other Sources” in the Income
and Expenditure Statement. The net income as derived from the utilization of the
infrastructural facilities shall be included in the total income of MJF for a particular period.

To recover the cost to be incurred for utilizing the infrastructural facilities, MJF will charge
pre-determined rates including food bill, if any, for re-imbursement of costs from the
users of training center and guest rooms. The pre-determined rates will include actual
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expenditures incurred plus an apportionment of some overheads relating to the use of
the infrastructural facilities.

14. DONOR GRANTS AND CONTRIBUTIONS

14.1 Introduction

Grants and contributions from donor organization or individuals constitute an important
part of MIJF resources Grants are assistance in the form of transfers of resources to an
organization, in return for past or future actions upon certain terms and conditions
relating to the operating activities of the organization or projects. The terms and
conditions are laid down in the agreement signed between the Donor and MJF. A portion
of Grants and contributions are subsequently transfer to the PNGOs/CBOs/CSOs/local
organizations based on the agreement with respective organizations.

14.2 Types of Grants and Contributions

Grant and contribution received by MJF are to be classified into four main categories
which are as follows:

14.2.1 Restricted Grants

Restricted grants refer to grants that must be spent in the exact way where the donor
agreement describes. All restricted grants received are initially recorded in the grant
received in advance account as liabilities for the period. Periodically, a portion of the grant
is recognized as revenue, based on the expenses incurred for the period. This method
follows tile proposition that MJF earns its revenue based on its activities or performance,
as expressed in its expenses. The revenue is always equal to expenses, according to BAS
(Bangladesh Accounting Standard); unspent portion of the grant remains as a liability,
unless differently mentioned by the donor.

In addition, a grant or contribution should not be recognized until there is reasonable
assurance that:

a) The grants will be received; and
b) The conditions for its receipt have been complied with

A mere promise from donors as to a grant or contribution does not provide reasonable
assurance that the grant will be received and therefore, it should not be recognized until
it has materialized.

For instances where an ongoing project / programme for which funding has been agreed
as per donor agreement but fund has not been received by the organization, the
expenditure shall be recognized as grant receivable.
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14.2.2 Unrestricted Grants

Unrestricted grants are donations without any specific terms or conditions that are
available for MJF to use towards management approved purposes

14.2.3 Grants for Investment in PPE

Grants for investment in fixed assets is the portion of grants utilized to purchase fixed
assets. Donor will disburse the grants based on amount approved in the budget. This
grant is treated as liability and subsequently, the portion of the depreciation amount of
the same assets for the period is recognized in the Income & Expenditure statement as
grant income.

14.2.4 Contribution in kind

Contribution in kind given by a donor may be in the form of goods, materials, equipment,
facilities, and services. The recognition of contribution in kind is like cash-based donor
grants and would thus depend on whether the grants are to be utilized as fixed assets or
utilized as program related expenditure. Non-cash contributions are valued at fair value
if the fair value can be measured reliably, but whenever this is not possible, any of the
following alternatives should be disclosed in the notes to financial statements were
suggested:

a) Quoted market prices for similar assets
b) The asset replacement cost

An alternative course that is sometimes followed is to record both assets and grant at a
nominal amount.

For measuring the fair value of asset, a committee should be formed including a
concerned expert member and a member from finance and accounts and a member from
HR/Admin/ Program.

Contribution in kind about program materials [revenue items] may be measured and
accounted for if the price information is reliable and available. Otherwise, a disclosure will
be given in the financial statement on contribution in kind clarifying the reason for non-
recognition.

14.3 Refund of Unutilized Funds to Donors

For completed or phased out projects and programme, any unutilized funds are dealt with
in accordance with the donor agreement. If refund of unutilized fund is required, then the
related unutilized fund shall be refunded to the donor concerned. However, with mutual
understanding between donor and MJF the unutilized fund may be carried forward to a
new phase or extended activities for the project.
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14.4 Receiving Grants

Generally, MJF receives the grants and contributions through mother account directly
from the donors and depending on the donor agreements, grants and contributions are
transferred to respective project bank account. In this regards the Manager Accounts will
provide necessary instructions.

Process Flowchart 1: Receiving Grants by MJF

Ref # Description Performed by

1 Receive notification on the grants and contributions

received
Receive notification on the grants and contributions
received in the bank account.

2 Prepare Credit Voucher
Prepare Credit Voucher to record the details of the
grants and contributions received. Details include
information such as: Finance and
- Grant amount received Accounts
- Date of Receive Department
- Name of Donor
- Type, of grant (this will affect the accounting

entries)
- Foreign Currency exchange rate, if amount
received is converted to local currency
Review the donor agreement and ascertain that grant
amount received is as per donor agreement.
3 Review Credit Voucher
Review the information of the Credit Voucher to
ascertain that Credit Voucher is correctly prepared. Manager -
. . . Accounts
Submit Credit Voucher to Country Representative for
approval.

4 Approve Credit Voucher Director —F &
Approve and sign the Credit Voucher 'and forward to | A /Executive
the Country Accountant to process. Director (ED)

5 Post the transaction to the Accounting System
Post the transaction to the Accounting System based
on approved Credit Voucher. Accountant

6 File the Credit Voucher
File the approved Credit Voucher for future
reference.
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14.5 Foreign Exchange Fluctuation

In some cases, at the end of any project due to foreign exchange fluctuation MJF receives
excess/ shortage fund than committed or reported amount from donor. In this case MJF
management will decide the next course of action

14.6 Grants Payment to PNGO

MIJF usually implement all project by different Partner NGOs. MJF will transfer the grants
quarterly basis to respective PNGO based on the project agreement and record it as an
Advance to PNGO. Partner NGO will report quarterly basis to MJF and adjust the quarterly
expenses against Advance to PNGO after scrutiny of the quarterly report.

14.7 Interim Loan

In order to continue the project activities without restricting it to donor funds for a
temporary period to help implement targeted plan of actions to be done within the given
time frame, the necessary interim debt /loan can be provided from Operational Account
/General Fund of MJF, if sufficient balance of fund is available. It will be applicable to the
extent that there is no violation of NGOAB rules and donor agreement and the availability
of MJF General Fund, which is earned from bank interest, training, rent of MJF building
facilities and other investments. On-going project head may apply for an interim loan from
MJF General Fund with following terms & conditions:

» The interim loan must be recommended by Director-Finance & Admin and
approved by Executive Director

» The borrower (project head) must demonstrate the necessity with justification for
the interim loan upon the review of monthly /quarterly cash requirements to run
the project activities for smooth operation.

» The interim loan may have a short-term maturity (12 months or less) and must be
paid back /reimbursed as soon as the project fund is available.

» No interest shall be charged to the borrower for the interim loan.

» The interim loan must be current, i.e. no more than 15 days late on any required
payment, and must be paying as agreed.

» Theinterim loan shall be provided to borrower (the project which will receive) only
when it is guaranteed that project has no risk to collect fund from donor within
the stipulated time period following NGOAB /Govt. /Donor rules.
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Annex B
Examples of costs normally considered unallowable:

Alcoholic beverages

Entertainment (such as items under alcoholic effects)
Any type of bribes

Lobbying costs

Fines and penalties (if not justified)

Surveillance cost

Abortion equipment cost

Beauty treatment or plastic surgery
Bad debt
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