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1.  
Financial management entails planning, organizing, controlling and monitoring the financial resources of an organization to achieve objectives.
Financial management to an NGO is rather like maintenance to a vehicle. If we don’t put in good quality fuel and oil and give it a regular service, the functioning of the vehicle suffers and it will not run efficiently. If neglected, the vehicle will eventually break down and fail to reach its intended destination. (Lewls,Terry-2009)
This financial management will:

· Help organization to make effective and efficient use of resources to achieve objectives and fulfill commitments to stakeholders

· Help FASO to be more accountable to donors and other stakeholders gain the respect and confidence of funding agencies, partners and beneficiaries

· Give the FASO the advantage in competition for increasingly scarce resources

· Help FASO prepare themselves for long-term financial sustainability.

1.2 Sources of Funds
FASO receives funds from the following sources:
I. Membership fees.

II. Income from short term professional services, consultancy assignments and other production undertaken by FASO.

III. Grants Donations received from other organizations and individuals.
1.2 Financial Year

FASO will need to follow the Financial Year starting from 1st January to 31st December. The funding cycle may be different and would need to be accommodated.
1.3 The accountant’s job is to ensure that

• The payment has been properly authorized,

• Ensure that it is charged to the correct expenditure head,

• Check that payee details are correct and make the payment.

• The person initiating the payment will ensure that the correct amount has been authorized and that the particular expenditure was necessary and due.


2.1 
An accounting policy and procedure manual documents, the policies and procedures an organization should use to record and monitor financial transactions. Documentation of accounting policies and procedures is important because it provides clarity regarding internal processes. In addition, it can be helpful to newcomers of a FASO while improving their financial management skills. Its purpose is to help FASO:
● Record all financial transactions

● Monitor and control expenditures

● Satisfy statutory reporting requirements

● Ensure timely and accurate financial and management reporting to donors and grant-makers procedures manual. As an organization grows in terms of level of activity and number of donors, it will be necessary to update your procedure manual accordingly.

2.2 Accounting convention

The accounts of the grant recipient should be prepared under the historical cost convention. The day-to-day transactions should be recorded at the monetary value of the goods or services or fair market value of the donated services.

2.3 Income

Income represents grants from donor, members’ subscriptions and interest received from bank deposits and on investments. Grants, cash donations and interest received from bank deposits and investments are recognized as income in the period in which they are received.

2.4 Expenditure

Expenditure represents expenses incurred directly for programme activities. These are recognized when payments are made (ie, when cheque or cash is disbursed or paid)
2.5 Taxation
No provision is made for taxation payable as it is expected that the grant recipient will be properly registered, and therefore, be exempted from any taxation.

2.6 Currency of account

The accounts of the grant recipient should be created to reflect the budget line items of the approved programme budget. In addition, the accounts should be recorded in the currency of the grant or as agreed by the grant-maker. For example, FASO makes grant payments in the currency of the donor’s recorded contract (i.e., the currency of the country where the grant will be carried out).

2.7 Main office/local offices

Where the grant recipient has multiple projects or field offices as part of one grant, local bank accounts should be introduced. The main office should bear overall responsibility for distribution of funds to local offices or projects. The transfer of funds to the local office should be made according to the programme budget, project milestones and should be sufficient to meet the project requirements. This is necessary to avoid large amounts of currency in local office bank accounts. The main office should monitor and ensure proper expenditure

accountability by the local office. In addition, the main office should also consolidate expenses incurred at the local office level for reporting purposes.
3. 
The objectives of the grant recipient’s accounting system are:

● To record and classify all transactions accurately and completely

● To maintain a complete record of all:

     – Revenue received

     – Expenditure incurred

     – Assets owned

      – Liabilities due to third parties

● To report to donors on all required financial information

3.2 Process descriptions

General ledger Post monthly transactions of revenue, grants received, expenditure on project activity and other transactions relating to assets and liabilities.
Preparation of accounts.
· Cash books Record transactions on the grant recipient bank accounts and record receipts of petty cash from the bank and petty cash expenditure.

· Budget and Record budget and actual expenditure by expenditure budget code on a monthly and cumulative basis.

· Fixed assets Maintain manual records of all assets.

· Procurement Record transactions relating to procurement of goods and services.

· Payroll Record transactions relating to compensation of employees (e.g., salaries  and incentives).

· Reporting Prepare monthly, quarterly and/or annual reports.


4. 
The General Ledger Accounting System is designed to improve the timeliness and quality of information available to grant recipient management. Financial information includes information on assets, liabilities, revenue, funding and expenses. The Director/Finance Officer is responsible for producing all final general ledger outputs. Among the principal responsibilities are:

● Receipt and coding of all source information into the general ledger

● Verification and input of the information related to expenses, budget, funding, revenue, assets and liabilities

● Production and distribution of general ledger reports to budget holders and other interested parties

The source of data for the general ledger system is the other sub-systems: budgeting, fixed assets, cash and payroll systems.

This data should be used in the preparation of management and financial reports.

The general ledger should have separate accounts for each budget line for each of the donors. This will make the preparation of donor specific financial statements easy. The monthly postings to the general ledger are cash based. If

the organization is to account on an accruals basis, year-end accruals for creditors, debtors and prepayments should be recorded to convert the accounts to an accruals basis.


5. 
The purpose of cash procedures is to ensure that:

● All cash received is properly accounted for

● All cash received is deposited intact in the respective bank accounts. A separate bank account should be opened for each donor. If this is not possible, then a separate cost code within the general ledger should be maintained

● There is separation of responsibility of handling the cash/cheques and that of recording

● All cash transactions are properly captured by the general ledger system

● All payments are properly verified and approved prior to payment

● All creditor payments are made by cheques
● All vouchers and supporting documentation are properly stamped “paid” before cheques are dispatched
● Proper and timely bank reconciliations are prepared and independently reviewed. The key steps in preparing bank reconciliation are:

5.2 Compare the bank statement and the cash book balance. Tick off all items which are in both records. Check the bank statement itself also for accuracy of additions.

For the unmarked items:

Record all bank charges into the cash book.

5.2.1 Identify and record in the cash book any other debits on the bank statement which are not in the cash book. Record these debits in the cash book.

5.2.2 Identify any credits on the bank statement that have not been recorded on the cash book. Adjust the cash book by recording these items in the cash book.

5.2.3 All reconciling items should be examined for genuineness and any unusual items investigated.

5.2.4 On completion of the above, prepare reconciliation as follows: 

Balance per bank statement

Less: Unpresented cheques

Add: Outstanding lodgments (e.g., deposits in transit)

Cash book balance.
5.2.5 Present the bank reconciliation to the Director for review and approval.

5.2.6 File the approved bank reconciliation in a “reconciliations” file. Prepare bank reconciliations on a monthly basis.

6. 
The purpose of budgeting and budgetary control procedures

is to:

● Prepare annual and/or operational budgets

● To record daily expenditure by the grant recipient budget code

● To record cumulative expenditure to date by budget Code 

● To compare and monitor cumulative expenditure by budget code to the original (or revised) budget allocations from donors These procedures should satisfy the requirements of the donors funding the grant recipient. Information from the budget book can be used in the budget-monitoring sheet for reporting and also for assisting in controlling expenditure. The budget book should be maintained on a computer spreadsheet. This makes it easy to update and amend. However, the budget book may be maintained and updated manually. 
Each budget line should be on a separate page.
6.2 Budget and expenditure procedures

Principal activities that should be performed:

1. Prepare annual work programme and budget.

2. Prepare operational budgets.

3. Record the original (or revised) budget for the financial year.

4. Post daily expenditure to the budget book, record cumulative expenditure and monitor remaining budget.

5. Obtain donor approval in advance for revisions of budgets.

7.  

The purpose of fixed asset procedures is to ensure:

● Grant recipient’s assets are safeguarded by recording their details and monitoring their location and condition

● All movements of fixed assets are accounted for in the general ledger

These procedures provide guidance for introducing a manual fixed asset register and updating it for additions and disposals, as well as recording movements of assets in the general ledger.

7.2 Fixed assets and depreciation

Fixed assets are defined as tangible assets, which have been acquired either through purchase or donation with the intention of being used on a continuing basis for a period exceeding one year. All assets whose price exceeds Tshs 10, 000 should be included in the grant recipient’s fixed asset register. Assets under this value should be monitored but do not require inclusion in the fixed asset register.

To facilitate proper financial and management control, fixed assets have been grouped into five categories: 
1. Motor Vehicles (MV)

2. Office Equipment (OE)

3. Office Furniture and Fittings (OF)

4. Computer Equipment (CE)

5. Leasehold Improvements (LI)

Fixed assets should be recorded at cost of purchase price or market value for donated assets.

7.3 Fixed asset tag numbers

The tag numbers for the office equipment, furniture and fittings and computer equipment should be based on the asset class. An easy way of recording in the fixed asset register is to use a three-digit tag number in the format of the following example: FASO/OE/015. BMS designates the organization. The digit OE indicates the asset category (Office Equipment) while the last three digits represent the asset number in chronological order. For motor vehicles, the registration number should be sufficient for identification purposes.
7.4 Fixed asset procedures

Principal activities that should be performed:

1. Record opening balances of existing fixed assets in the asset register (either at cost for asset purchases or fair market value for asset donations).

2. Update the asset register for additions in the month of purchase or donation.

3. Update the asset register for disposals in the month of disposal.

4. Record additions and disposals of fixed assets in the general ledger.

5. Where applicable, compute and record depreciation.

6. To have an effective fixed asset register, the following steps should be followed:

● Prepare a listing of fixed assets donated by each donor during the year

● Prepare a listing of fixed assets purchased by the grant recipient during the year

● Verify existence of each item on the lists above by performing a physical inventory count expenses and charge
● Assess the condition of the assets and their location

● Assign asset tag numbers or a suitable reference number to each asset

7.To create an asset register, record individual assets in the register by entering the following headings:

Name and description – Record the name and description of the asset.

Cost – Original purchase price or fair value donated. 

Supplier – Record the source of the asset.

Purchase reference – Provide a reference to the procurement/ payment documents.

Date of purchase – Record the date of purchase.

Location – Record the present location of the asset through inspection.

Condition – Record the present condition of the asset (excellent, good, fair and poor).

Asset number – Record the asset number (tag number) where numbers are being assigned.
8. Extract a list of opening asset values posted to the manual fixed asset register and check that the totals agree with the initial listings.

9. The Project or Programme Administrator should update the fixed asset register as follows:

● Perform an annual physical inventory count to confirm the existence and condition of the fixed assets

● Record any fixed asset additions

● Record any fixed asset disposals

● Remove fully depreciated or obsolete assets from the fixed asset register


8. 
1. No employee, officer or agent or relative of the grant recipient should participate in the selection, award or administration of a contract if a real or apparent conflict of interest would be involved. The standards of conduct governing performance of officers, agents or employees engaged in administration of contracts and any disciplinary action to be taken against them if in violation of these standards should be enumerated in the staff rules and regulations.

2. No contractor involved in developing or drafting specification requirements, statements of work or request for proposal should be considered for such procurement.

3. The Administrator should review the grant agreements to ensure the donor regulations on the persons to be excluded from competing for contracts are effectively excluded.

9.  
The purpose of payroll procedures is to ensure that:

● Employees are paid in accordance with letters of appointment

● Payments to employees are properly accounted for

● Statutory and voluntary deductions are properly accounted for and remitted to the appropriate authorities

● Salary advances are properly accounted for and recovered from salaries
9.2 Payroll procedures
The payroll procedures are described below under the following headings:

1. Personal payroll records

2. Salary advances

3. Preparation of payroll

4. Part-time employees

5. Payments and accounting entries

6. Incentives

9.3 Detailed instructions for payroll preparation

1. Personal payroll records

● The Executive Director should prepare a personal payroll record for each employee
● This information should serve as a guideline for developing permanent record of standard data to be included in the monthly payroll for each person. The main sources of information are:

– Engagement letters

– Discharges

– Promotion notifications

– Notification of changes in basic pay

– Leave entitlement

– Disciplinary actions

● The Programme Administrator should maintain a personal record for each employee

● The Administrator should regularly check the payroll data and verify information against the personal payroll records

2. Salary advances

● The procedure for the preparation of salary advances should be as follows:

– List of names is prepared for all employees wishing to draw salary advances

– The list is passed to the Administrator for approval

– A cheque is prepared for the total amount to be paid

– Payment is made by the cashier to the employee who should sign against their names on the list as evidence of receipt

Note: Salary advances should be restricted to a reasonable percentage of the employee’s monthly. This percentage should be within a reasonable range, which is predetermined by management
● When an employee requests for an advance, the employee should complete a Request for Salary

Advance form in duplicate by filling in the following details:

– Date

– Name of employee receiving advance

– Section/Area

– Reasons for the advance

– Amount of the advance

– Employee signature

● Salary advances should be approved by the Executive Director.
● After obtaining the necessary approval, the copies are distributed as follows:

– Original to accounts department:

❏ To effect salary advance to employee

❏ To update the salary advance register

– Duplicate to be provided to the employee as receipt

3. Preparation of payroll

● The payroll should comprise of an individual salary slip, individual payroll and a payroll analysis sheet

● In preparing the monthly payroll, the following procedures should apply for each employee:

– Basic pay should be entered

– Entry should be made for any allowances
· Salary-related employee deductions (PAYE, medical aid and pension contributions) should be calculated from published tables and other records, and the employee’s contribution entered in the relevant column on the payroll.

 – Any repayment of advances should be entered
– The total of all deductions should be calculated and entered and this amount deducted from the gross pay to give the net amount payable to the employee
● A list of employees receiving their salaries through the bank should prepared. Details of employees’ bank accounts, and amounts to be credited should be provided to the bank together with a cheque for the total amount

4. Part-time employees

● The Director should be responsible for hiring part-time employees. Hiring part-time employees should depend on the programme for the year and there should be a budget for the service

● Upon recruitment, the Administrator should maintain a register of all the part-time employees together with the number of hours worked each period. The source of information for the register should be claim forms signed by the Programme

Officer/Administrator

● Claim forms should be completed by the part-time employees and submitted to the Programme Officer/Administrator who checks and approves them

5. Payments and accounting entries

● A payment voucher should be prepared for the net pay as per the payroll summary sheet and the amount debited to Salaries Control Account and credited to cash

● At the same time, from the payroll summary sheet, a journal voucher should be prepared to update the books of accounts

6. Incentives

● Incentive schemes should be formalized and documented in the policies and procedures manual. The incentive strategies should be widely communicated and equitably applied

● Incentives should only be paid once earned or achieved. Incentives should not be paid in advance. 

10.  
The purpose of branch accounting procedures is to ensure that:

● Branch office expenditure is paid for promptly to avoid unnecessary delays

● Branch office expenditure is fully captured for inclusion in the grant recipient’s financial records

● Accounting documents for branch expenditure are accumulated, and promptly submitted to Head Office for consolidation

● Branch expenditure is properly accounted for.
10.2 Standing imprest

The standing imprest procedures are described below under the following main headings:

1. Size of float

2. Disbursement of floats to area offices

3. Drawings (Withdrawals??)

4. Reimbursement

5. Unretired imprest

1. Size of float

● The Director in consultation with the Administrator establishes the size of the float for each branch.

The size of the float should be based on the following criteria:

– Size of the branch or sub-recipient and average expenditure per month

– Projects and activities planned for that branch during the year
– Communication logistics

– Average time required for branch to communicate with Head Office bearing in mind postage delays, head office review and remittance procedures

● After establishing the size of the float, the Administrator prepares a timetable for each area showing amount of disbursements and expected date of retirements. The timetable is kept by the Branch Accountant as a control device to follow up on unretired imprests.
2. Disbursements of floats to area offices

● At the beginning of the year (or grant), the Head Office sends to the branch or sub-recipient an opening float, which should be thrice the size of the monthly approved float. The amount is sent to the branch through the imprest bank account. A letter containing the details of the amount transferred is sent to the branch for follow up and record keeping.
● The bank, on receiving the remittance will also advise the branch by a bank advice, which is filed along with the notification from Head Office

● On receipt of funds from Head Office, the branch records the transfer in the receipt column of the cash book

● Subsequent disbursements from Head Office to the branches should be based on a reimbursement system

3. Withdrawals

● The Branch Accountant draws money from the bank from time to time, depending on the branch cash requirements. Every drawing is recorded in

the payment column of the cash book

● It should be understood that the funds sent to the branch office are to cover all the projects within the branch

● Each co-coordinator will write his/her work plan and give it to the Branch Accountant who will then submit it to Head Office for review and approval

● The funds given at a particular moment will be equivalent to cover the activity to be done for that time period. The balance of the money should remain under the control of the Branch Accountant

● Coordinators write requests for funds to the Branch Accountant

4. Reimbursement

● The coordinators have to account for this money before another request for funds is approved

● On receiving these retirements from the coordinators, the Branch Accountant compiles the report to be verified by the Administrator at the Headquarter Office in order to claim reimbursement

● On receipt of the retirement, the Branch Accountant should review and clear any abnormal items with the Head of Programmes

● If there are no items to be cleared in a particular branch, the Branch Accountant should prepare a journal voucher to account for the expenditure

and a payment voucher for reimbursing the Headquarter Office. The journal and payment vouchers are passed to the Administrator for review

● After review, the Administrator should issue a journal voucher and number and pass the documents to the Director for written approval and authority to transfer funds to the branch upon the Treasurer’s approval

● The voucher should then be returned to the Branch Accountant who updates the subsidiary branch ledger and files the journal voucher in the monthly journal voucher file for posting to the general ledger at the end of the month

● Retired imprest documents should be filed serially in the respective branch records

5. Unretired imprest

● The Regional Coordinator should follow up unretired imprests and report this to the Administrator

● The Branch Accountant should assist the branches in carrying out monthly reconciliations and investigating differences if any. The reconciled branch balances form the supporting schedules for cash balances when preparing year-end financial statements


11. 
The purpose of computer information systems procedures is to ensure that:

● An appropriate information system is used by the organization
● There is no unauthorized access to the organization’s computer systems

● The organization has adequate disaster recovery plans for its computerized information

● The organization information is accumulated, processed and reported on accurately and in a cost-effective manner

● Personnel have adequate knowledge of the computer systems being used by the organization
11.2 Computer software issues

● A decision must be made as to whether a vendor will be required to design and write a programme for the organization or a system will be purchased off the

shelf. In either case the tendering or procurement procedures, as appropriate, set out elsewhere in this document must be followed. In making this decision, the CIS needs of the organization should be carefully considered

● The software used should be able to report by cost code or budget line in order to make the reports comparable to approved budgets

● The software should be configured to generate meaningful reports such as reports to donors, annual financial statements and any other report relevant for the organization operations, with minimum human intervention

11.3 Computer information systems procedures

The following procedures should be followed in order to meet the above mentioned objectives:

● Back ups of information should be carried out on a daily basis. Weekly backup copies should be stored off site to ensure their safety in the event that files at the

processing location are destroyed

● An anti-virus software should be loaded

● All systems should be password protected to restricted unauthorized access and to ensure the integrity of information processed and passwords should be changed on a periodic basis

● Personnel should be given the required training to properly use the systems and derive maximum benefits from it
● Access to computer information should be restricted to appropriate staff.


12. 
As a NGO, one of your goals is to make sure this money is used to deliver needed services to beneficiaries as efficiently and cost effectively as possible. To do this, an organization needs an effective and efficient procurement policy, as well as procedures and practices to operationalize it. A good procurement process ensures that
· The correct goods or services are purchased, in terms of the correct quality and specification

· Best value for money is achieved

· The process is safe, ie risk of fraud is minimized

· The process is fast enough to meet programme needs

· Grant conditions are complied with

· Avoid purchasing unnecessary items; and

·  protect itself and its beneficiaries

12.2 
The steps to go through for a particular purchase depend very much on the type of purchase:

· One off (e.g. consultancy service) or repeat (e.g. office stationery)

· Low, medium or high value

· Budgeted or not budgeted

· Subject to grant conditions or not

· Cash or credit purchase

· Fixed asset or consumable

· Routine or emergency

In developing a procurement policy, it is good to consider processes for these different options, because that enables any given purchase to have the right level of safety without too much bureaucracy.

The figure below describes a typical process for the purchase of a high value item on credit.


12.3 
· Governing Body
The Governing Body would normally only get involved with authorizing high value purchases, or significant items that were not budgeted for.
 

· Tender Board / Procurement Committee / Purchasing panel
The tender committee usually consists of representatives from the programme and finance departments, the Executive director, and the key users and budget holders.  They  select suppliers for the authorized supplier list for standard and repeat purchases. They also review individual purchases, choosing the best option from the quotes supplied to them.


  

· Procurement / logistics officer
The procurement or logistics officer may be responsible for sourcing suppliers and obtaining quotes, or advertising bids for large procurements. They should not normally sit on the Tender committee. They are usually responsible for going out to do the buying, or receiving the goods if they are delivered. (A dishonest person in this position may collude with suppliers to carry out frauds that are very difficult to prevent and detect – so consider segregation of duties carefully, and take care that they do not influence tender committee decisions unduly).
 

· Finance Manager / Accountant / Bookkeeper
The finance team needs to be represented on the tender committee. They authorize purchase requests and Local Purchase Orders (for making credit purchases), and payment requests. They write the cheques or issue the cash, record the transactions in the books of account and ensure that all the paperwork is properly filed.
 

13. 1
Ethical procurement involves consideration of other factors apart from just cost and quality. The organization must ensure regulatory compliance and propriety in the handling of public funds. The guidance below is intended to protect the organization and its staff from allegations of prejudice and malpractice. Hence:
• Do not bend or break the rules;

• Follow procedure;

• If approval is needed, get it first;

• Do not allow a conflict of interest to affect or appear to affect decisions;

• Do not use the organization funds for private benefit;

• Be even handed;

• Record the reasons for decisions.

13.2 GUIDANCE
Bribery

It is a criminal offence for a supplier to make an offer of inducement of corrupt gifts or payment of commissions (that is, bribery). Similarly, purchasers are forbidden from soliciting considerations – for example, where preferential treatment or other consideration might be offered to a supplier in return for favoring a particular supplier. Discretion in dealing with suppliers must be exercised at all times, and offers must be refused if it is believed they would be against the law. For their own protection, staff should be instructed to report to management any instances where they have reason to believe that they, or other staff members, are being offered or have been offered bribes.
Gifts and Hospitality

It is an offence to accept corruptly any gift or consideration as an inducement or reward for doing or refraining from doing anything in an official capacity, or showing favor or disfavor to any person in an official capacity. Individuals and members of their family must not accept gifts or gratuities other than insignificant items of a nominal monetary value (as determined by the organization/ institution). If not acceptance would cause misunderstanding or offence to the prospective donor, individuals should consult a member of senior management. The occasional offer of hospitality such as receptions, luncheons and trade dinners is acceptable provided that it complies with the institution’s own policies in this regard. Individuals should nevertheless consider whether the following conditions are met:

• It would further the aims of the organization;

• The level of hospitality is reasonable in the circumstances;

• It has been openly offered;

• It could not be construed as any form of inducement and is unlikely to put individuals under any obligation to those offering it;

• It has been declared in the organization gifts/invitations register to ensure transparency Lavish or expensive entertainment of any form, including offers for travel, accommodation and events, should be refused and referred to a member of senior management for a decision, as should regular offers of hospitality from any other individuals or organization.

Conflicts of Interest

Individuals should be free of all personal interests which may conflict (or appear to conflict) with the best interest of the organization. Managements should maintain a register of the financial interests of those members of staff with significant financial responsibilities. 
Staff members who have business relations with outside organizations should carefully consider the position and which they place themselves and the organization. Where a conflict of interest is, or could be perceived, to be present, the person concerned should declare the fact and withdraw from the procurement process. Particular care should be taken not to use business information which has been gained in the course of the work for personal gain, or to the advantage of relatives or friends.
Confidential Matters

Procurement staff has access to sensitive information on tender and contract prices, product comparisons, product quality and supplier performance. This sensitive information must not be disclosed except on a need-to-know basis. Supply should feel comfortably assured that the same care is taken with their information as with the organization own. Care should also be taken that information or ideas from one supplier are not passed on to another, without that supplier’s written consent. Surveys or enquiries from outside the organization/institution for price-checking or so called ‘budget quote’ information should be referred to the Executive board a member of senior management who will need to consider their validity.

Soliciting Contributions or Sponsorships

Individuals who are involved in procurement may participate in the affairs of the local community or charities, but if they are in a position to influence procurement decisions, they should not solicit contributions or sponsorships from suppliers on behalf of third parties.

Samples, Discounts and Personal Purchases

Personal discounts for goods or services should not be solicited or accepted from a supplier or potential supplier if the offering is made as a result of the business relationship and is not generally an offer open to the general public. Samples should be returned to the supplier wherever possible. The organization procurement function should devote all of its efforts in the benefit of the organization. The organization name or procurement facilities must not be used for any personal purchase or use. Management may exercise discretion and record such exercise where it is felt that a personal purchase is of direct benefit to the organization in the discharge of its mission
Dealing with Suppliers

Staff members from the organization should aim to deal fairly and impartially with suppliers. Suppliers should be given a fair and equal opportunity to present their products and services. When negotiating contracts or other agreements, the legitimate interests of the supplier and the organization should be recognized, and such contracts should subsequently be administered in good faith. Since the cost to a supplier of putting a bid package together can be high, staff members should avoid making casual enquiries for bids; any requests should be based on a serious intention to buy. The organization should have the reputation of being a good customer. It should thereof be as convenient as it is practical for suppliers and potential suppliers to deal with procurement staff. The services offered by supplier representatives can be of great value in the procurement process, since they can provide a source of intelligent information on the supply market. Those dealing with supplier representatives should interview them promptly and courteously. It is good practice to ensure that all commercial information is out of view when such interview takes place, perhaps by using a separate interview room where possible.
Record Keeping

Good procurement practice requires that suitable and comprehensive written records of meetings and the decisions taken are recorded. The documentation required to be retained should be noted under appropriate headings in terms of the procurement policy. Records should be accurate and factual and they should not include unjustified or unfounded comment and be signed by the individual making the record. Individuals and members of their family must not accept gifts or gratuities other than insignificant items of a nominal monetary value (as determined by the organization/ institution). If nonacceptance would cause misunderstanding or offence to the prospective donor, individuals should consult the member of senior management.

The occasional offer of hospitality such as receptions, luncheons and trade dinners is acceptable provided that it complies with the institution’s own policies in this regard. Individuals should nevertheless consider whether the following conditions are met:

• It would further the aims of the organization;

• The level of hospitality is reasonable in the circumstances;

• It has been openly offered;

• It could not be construed as any form of inducement and is unlikely to put individuals under any obligation to those offering it;

• It has been declared in the institution’s gifts/invitations register to ensure transparency Lavish or expensive entertainment of any form, including offers for travel, accommodation and events, should be refused and referred to the member of senior management for a decision, as should regular offers of hospitality from any other individuals or organization.

14. 
There is a lot of paperwork associated with procurement, which needs to be kept and properly filed so that it can be easily retrieved for audit purposes.

14.2 Standard documents (internally generated)

· Purchase requisition

· Local Purchase Order

· Goods Received Notes

· Payment Requisition

· Payment Voucher

· Purchase decision record (or equivalent)

14.3 Source Documents (from suppliers)

· Quotations and pro/forma invoices or records of telephone quotes obtained

· Proposals (e.g. for consultancy services)

· Contracts (e.g. for services )

· Invoices

· Goods Delivery notes

· Receipts

14.4 Other documents needed for reference

· Budgets

· Grant agreements

· List of authorized suppliers

· Ethical procurement policy

· Minutes of Governing Body and Tender Committee meetings
Appendix: Glossary
Assets

Resources controlled by an organization, and in which it has ownership rights such as cash, inventory and fixed assets.

Audit

The process of verifying the correctness of a set of accounts using detailed checks of transactions totals, broad tests on account values as well as reviewing internal control.

Bank reconciliation

The reconciliation of the balance on the cash book to the balance on the bank statement.

Budget

A budget is a statement of estimated expected expenditure for the organization for a given period.

Cash accounting

Under the cash basis of accounting, receipts and payments are recognized only when cash is received or paid. The cash basis of accounting is often used in the preparation of financial statements for donor funded organizations.

Cash books

A cash book is a ledger (record book) that records all the cash transactions (ie, cash received and payments made by the organisation).

Depreciation

The annual write-off of a portion of the cost of fixed assets over the expected useful life of the asset.

Expenditure

Expenses incurred by the organization which are payable either by cheques or cash.

Fixed assets

Fixed assets are those assets (items of value) which are acquired for continuous use in the business, and not for conversion into cash (trading). The life of such assets should extend beyond one year such as buildings, office equipment

and furniture, computers, motor vehicles, etc.
Fixed asset register

This is a record of all the fixed assets owned by the organization.

Float

Amount of cash kept in petty cash.

General ledger

A summary of all transactions grouped into different accounts or budget line items. The totals on the general ledger are posted to the trial balance.

Imprest system

The imprest system is a method of maintaining cash or petty cash, whereby the cashier starts with a fixed sum, and at each reconciling period given cash or a cheques for the exact amount of the disbursements made, thus restoring the balance to the original figure. Documentation supporting the disbursements

should be properly authorized and maintained.

Journal entry

The chronological, day-to-day recording of business transactions of an

organization such as cash receipts and cash disbursements

3
 Payroll

A record of salaries and benefits paid to all staff members of an organization.

Petty cash

A small amount of cash kept for paying small expenses.

Trial balance

A summary of income received and expenditure incurred for the organization for a particular period. The trial balance is drawn up from the general ledger. The financial statements of an organization are derived from the trial balance.

Liabilities

All debts incurred and owed by the organization.

Revenue

All monies received by the organization such as grants, investment income, interest income and cash donations.
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