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1.1  Purposeof theManual

1.1.1.1 Thepurpose of thisManud isto set out the detailed policies and
procedures to be used in accounting for the Government of Pakistan's
financid transactions.

1.1.1.2 Under Article 170 of the Condtitution, the Auditor Genera can
prescribe detailed policies and procedures in respect of the following:
al transactions of centralised accounting entities

specific transactions of self accounting entities which operate within
overd| control of the Auditor Generd e.g. s&ff rdated payments

transactions adjustments of sdf accounting entities with the
centralised accounting entities or in between themselves

reporting requirements of the slf accounting entities.

1.1.1.3 ThisManud containsthe detail to accompany the overdl framework
et out in the Manud of Accounting Principles (MAP).
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1.2 Structur e of the Manual

1.2.1.1 TheManud is structured according to the mgjor financia
management activities of the Government.

1.2.1.2 Theorganisation of the chapters and sections within the Manud is
shown in the Table of Contents.

1.2.1.3 Thefirdg two chapters provide an introduction and an overview to
the accounting system.

1.2.1.4 Thefollowing three chapters cover the core processes of budgetary
control, expenditures and receipts.

1.2.1.5 Chapters6 and 7 cover the supporting processes of bank
reconciliation and financia reporting.

1.2.1.6 Subsequent chapters address the policies and procedures for
supplementary processes and for other financid management activities
of the Government.
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1.3 Reader Guidance

1.3.1.1 Theeaefivelevesof heading in the Manud:
levd 1 - chapter
level 2 - section
level 3 - sUb-section
level 4 - direction
level 5 - bullet point

1.3.1.2 Theorganisation of the sections and sub- sectionswithin each
chapter is shown in the Table of Contents at the front of each chapter.

1.3.1.3 Thelayout of each page within thisManud is sandardised. Thetitle
of the Manua and the name of the chapter are displayed in the top |eft
and right corners of each page respectively. The footer for each page
contains the issue date, page number and file reference.

1.3.1.4 Thegenerd dructure of each chapter within this Manual is
standardised, deding with the subject maiter in the following sections
(where this structure is inappropriate some chapters omit certain
sections or are detailed in a different manner):

introduction

generd policies

accounting policies

accounting treatment

detailed procedures

procedures for specific class of transactions.

1.3.1.5 A lig of adbreviations and definitions of terms commonly used in this
Manud isincluded for reference purposes.

1.3.1.6 TheAppendix includes proformas of the registers and the formsto
be used in the gpplication of this Manud.
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1.4  Authority, Applicability, Distribution and Maintenance of the Manual

141

142

143

Authority

1.41.1 ThisManud isissued under the authority of the Auditor- Generd of
Pakistan, in accordance with Article 170 of the Constitution of
Pakistan, read with Pakistan (Audit and Accounts) Order 1973.

Effective date

1.4.2.1 Theeffective date for gpplication of this Manud is the dete of issue
of the Manud by the Auditor-Generd.

1.4.2.2 All accounting entities will have up to two financid years
(commencing from 1 July subsequent to the effective date of release)
to bein full compliance with this Manud.

Application

1.4.3.1 Accounting entities - An accounting entity isany unit of the
Government e.g. minigtry, division and department, whose principd
source of funding is an gppropriation from the Government of
Pakistan, and which is not an exempt entity (aslisted in Schedule 2 of
the MAP).

1.4.3.2 Therearetwo types of accounting entity, namely centralised
accounting entities and sdf accounting entities.

1.4.3.3 Centralised accounting entities- acentraised accounting entity
is any accounting entity for whom the Accountant-Generd has primary
responghility for the transaction processing, recording and reporting
functions of that entity. At no stage does this arrangement absolve the
Principal Accounting Officer of hisher responghbilitiesfor financia
management, in accordance with Paragraph 8.1 of the MAP.

1.4.3.4 Self-accounting entities- a sdf-accounting entity is any
acocounting entity for whom the Principa Accounting Officer has
primary respongbility for the accounting and reporting functions. A list
of sdf-accounting entitiesis contained in Schedule 1 of the MAP
(current &t the date of issue of this Manud).

1.4.3.5 Exempt entities- an exempt entity is any entity listed in Schedule 2
of the MAP (current at the date of issue of thisManua). These
include independent entities and commercia undertakings and entities
established under a state resolution or a notification of the Government
or under Companies Ordinance, but placed adminigratively under a

Issued: 13-Feb-9
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144

145

Ministry or Division for the purpose of accountability (also refer to
Organisationa Structure section of Chapter 2 ‘Overview’).

Compliance

1441 Compliance with thisManud is mandatory for al centraised entities.
Chapter 9 ‘ Sdf-accounting entities' sets out more detail on the
goplicability of this Manua to sdf-accounting entities.

1.4.4.2 Exempt entities are outsde the scope of this Manud and are
therefore not required to comply.

1.4.4.3 Compliance with the directives and principles contained in this
Manua are mandatory as the principles and directives have been
issued under the Pakistan (Audit and Accounts) Order 1973.

1.4.4.4 ThePakistan (Audit and Accounts) Order 1973, providesthat the
Auditor- Generd will be responsible for keeping the accounts of the
Federation and of each Province, other than certain specified entities.
The Order isissued subsequent to Article 170 of the Condtitution of
the Idamic Republic of Pakistan which states that *the accounts of the
Federation and of the Provinces shdl be kept in such form and in
accordance with such principles and methods as the Auditor- Generd
may, with the gpproval of the President, prescribe’ .

1.4.45 Intheevent that an accounting policy or a procedure in this Manua
conflictswith other manuas or directives, other than those amending
this Manud, the accounting policy or procedure in this Manud will
preval.

1.4.4.6 Centrdised entities shdl not implement accounting policies or
procedures in conflict with, or contrary to, those set out in this Manudl.
The slf- accounting entities may formulate detailed accounting policies
and proceduresin pursuance of the MAP with the gpprova of the
Auditor-Generd.

Digtribution, maintenance and update

1.45.1 TheAuditor-Generd of Pakistan isresponsible for:

theinitia issue of the Manua to al Accountant Generd offices,
Didtrict Account offices and the Principa Accounting Officers of
centraised and salf-accounting entities

the maintenance and updeate of the Manud, including distribution of
any updates or anendmentsto al Accountant Generd offices,
Didtrict Account offices and the Principa Accounting Officers of
centralised and sdlf-accounting entities.
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1.45.2 Ineach Accountant Generd office, Digtrict Account office and for
each centralised and sdf-accounting entity, the AG/DAO/ PAO is
responsible for ensuring that:

initial copies of the Manud are distributed to al Accounts Officers
withinther entity

all subsequent updates and amendments of the Manua are
digtributed to al Accounts Officers within their entity.
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2 Overview
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21 I ntroduction

2.1.1.1 Thischapter setsout in overview both the organisationd structure
and the system of accounting to be followed by the Federd and
Provincid Governmen.

2.1.1.2 Thischapter dso provides a brief overview of each chapter within
the Manud.
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2.2  Organisational Structure of the Accounting System

221

222

Accounting entities

2.2.1.1 TheGovernment of Pakistan includes both theFederal and
Provincial Governments.

2.2.1.2 Therearefour Provincia Governments (Baochistan, NWFP,
Punjab and Sindh) and the one Federd Government.

2.2.1.3 TheFedera Government of Pakistan and the Governments of each
of the Provinces are separate accounting and reporting entities. Each
government operates separate bank accounts with the State Bank of
Pakistan.

2.2.1.4 Within the Federal and Provincia Governments there are both
centralised and self-accounting entities.

2.2.1.5 A centralised accounting entity is any accounting entity for whom
the AG/AGPR has the primary responsility for the accounting and
reporting of that entity. The centralised accounting entity operate
through their respective single bank account caled “Non-Food
Account 1" which is controlled by AG/AGPR.

2.2.1.6 A sdf-accounting entity isany accounting entity for whom the
Principa Accounting Officer has primary respongbility for the
accounting and reporting functions (e.g. Forest). Self-accounting
entities maintain their own accounting records and submit monthly
accounts in the prescribed form to the Accountant Generd’ s offices
for consolidation. Self-accounting entities do rot necessarily operate
through the same bank account as centralised accounting entities, such
as Railways and Food. Some operate through an assgnment or
persona ledger account, while others operate the same bank account.

2.2.1.7 Additiondly there are governmert entities which areexempt (as
listed in Manua of Accounting Principles (MAP) Schedule 2)
Responsibilities

2.2.21 The Congtitution of Pakistan sets out the primary accounting
requirements of the governments and the role and respongibilities of the
Auditor-Generd. Refer to the MAP for more detail.

2.2.2.2 The Government’s accounting function is structured as a hierarchy
with four levels

2.2.2.3 Frg of dl, the Auditor-Generd, has overdl responsbility for the
accounts of the Federal Government and the accounts of each of the
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Page2.4 Appmover.doc



Accounting Policies and Procedures Manua Overview

Provincid Governments.. The Auditor-Genera additionaly provides
the Combined Annua Accounts of the Federation and the Annua
Appropriation Accounts to the President. In the case of the Provincia
Government Appropriation Accounts are submitted to the relevant
Governor.

2.2.2.4 Therdationship between the Auditor-Generd , having ultimete

respongihility, and the other levelsis structured through a scheme of
delegation of authority and reporting lines.

2.2.2.5 Secondly, the Accountant General Pakistan Revenues and the

Accountants Genera are responsible for transactions at the Federa
and Provincid Government level.

2.2.2.6 TheAccountant General Pakistan Revenues (AGPR) is

responsible for the centralised accounting and reporting of federa
transactions. Additiondly the AGPR is responsible for the
consolidation of summarised financid informeation prepared by federd
sdf-accounting entities. The AGPR receives accounts and reports
from the DAOs, PAOs, Federd Treasuries and SBP/NBP, and
provide Annua Accounts (to the AGP) and Consolidated Monthly
Accounts (to the Federd Finance Divison). There are AGPR sub-
officesin each of the Provinces who aso act asthe DAO in respect of
Federd Government transactions relevant to the Provincia
Headquarters.

2.2.2.7 Each Accountant General (AG) isresponsible for the centrdised

accounting and reporting functions within their respective Province,
under the authority of the Auditor- Generdl. Additiondly the
Accountant Generd is responsible for the consolidation of the
summarised financid information prepared by provincid sdif-
accounting entities. They receive accounts and reports from the DAOs
and PAQOs, and provide Annua Accounts (to the AGP) and
Consolidated Monthly Accounts (to the Provincid Government,
through the Provincid Finance Department). In addition each
Accountant Genera aso acts asthe DAO in respect of the Provincid
Headquarters.

2.2.2.8 ThereisaPrincipal Accounting Officer (PAO) ineach

Minigtry/Divisorn/Department. Within sdf-accounting entities the PAO
has been ddegated the authority by the MoF for the accounting
functions and for preparing accounts for submission to the Accountant
Generds. The PAO hasthe authority to control the financid
management of the entity under him/her, within the limits prescribed by
the Government. They aso reconcile accounts with the AG/AGPR
offices.
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2.2.2.9 Thirdly, the District Account Officers are responsible for the

accounting functions of the digtricts. Each province is divided into
digtricts. NWFP aso have digtrict agenciesfor triba areas, which are
separatedy funded by the Federal Government. The DAOs have the
authority to pre-audit bills, issue payments and record government
transactions at adigtrict level. They receive reports from the DDOs
and bank scrolls from the SBP/NBP and prepare reports for
submission to the AG/AGPR offices. The DAO perform the above
mentioned functions for both Federd and Provincid transactions
occurring within hisgher Didtrict. Separate accounting records are
maintained for Federd and Provincial transactions. In turn the DAO
reports both to the AG and AGPR sub-office.

22210 Aswdl asDAOs, departmental treasuries are established to

record specific accounting transactions, such as Income Tax, Sdes
Tax, Customs and Nationa Savings Treasuries.

2.2.2.11 Fourthly, the Drawing and Disbursing Officers (DDO) are

responsible for the accounting, cash and personnd functions of specific
entitieswithin departments. Each didtrict contains anumber of entities
each having aDDO. The DDOs have the authority to submit bills for
pre-audit to the DAOs, and report to both the DAO of the digtrict and
the PAO of higher entity/department.

2.2.2.12 At both the Federal and Provincid levd, the Government’ s banker

isthe State Bank of Pakistan, with National Bank of Pakistan acting as
its agent.
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2.2.2.13 Overview of the accounting organisationa structure.

Overall responsibility for
Federal and Provincial Auditor-General MoF
accounts

Responsible for
accounting and reporting
functions of Federal and

Provincial centralised AGPR (Federal)/
entities, and consolidation AG (Provincial)
of self-accounting entity
summarised financial
information

Responsible forfinancial
management of
department and, in a self-
accounting entity, the
accounting and reporting
functions

PAO

Responsible for
accounting functions of the

districts DAO

Responsible for bbo
operational aspects of
entities within departments

)
I

Reporting  Delegation
Ulﬂe of authority
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2.3  TheAccounting System
23.1 Key principles of the accounting system

2.3.1.1 Thekey aspects of the accounting system shdl be:
double entry bookkeeping

modified cash bass of accounting, record accounting transactions
as per cadhflow, with the following modifications:

- commitment accounting, recognise and record significant
commitments as they arise, through a purchase order or
other legdly binding contract

- accounting for certain assets and liabilities,. At period end
disclosure of dl materid assets and liabilities, in the Annud
Accounts

- physicd asset accounting, systemdticaly recognising the
acquigition of physical assets, usng asset registers in accounts
offices.

2.3.2 Key accounting control objectives and respective controls

2.3.21 Thefollowing key control objectives and their respective controls
are essentid to the system of accounting operated at dl levelsin the
Federd and Provincid Government. The controls detailed are in
approximate chapter order. Some controls will meet anumber of
control objectives.

2.3.2.2 Accuracy: theinformation in the accounts and the supporting
subsidiary records shal be accurate, representing the actua substance
of past events, without undue errors or omission. Thisshdl include
correct and consstent classification of transactions and the recognition
of revenues and expenditures in the correct time period. This
objective shall be addressed by:

budgetary control procedures

aproper approva, certification and authorisation process for
payments

review and authorisation of payroll schedules by a delegated
authority

reconciliation of chequeltransfer adviceto claim prior to Sgning by
authorised signatory

reconciliation of tax revenue receipts to tax authority records
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aregular, complete and up-to-date bank reconciliation
procedures and control for recording inter-entity transactions
maintenance of physical assets register

performance of regular stocktakes

control over maintenance of permanent accounting records

procedures and control for making adjustments to accounting
records

reconciliation of the general ledger to sub-ledgers, registers and
source documents

detailed Chart of Accounts for classifying transactions
aregular post-audit process, both internal and externa
2.3.2.3 Completeness. theinformation in the accounts and the supporting
subgdiary records shdl be a complete representation of al past

transactions that have occurred during the reporting period. This
objective shall be addressed by:

budgetary control procedures

recognition of sgnificant commitments, usng a commitments
register

regular checks for transactions not brought to account, using an
outdtanding damsregiger

reconciliation of tax revenue receiptsto tax authority records
issue and review of sequentidly numbered receipts for dl revenue
money shdl in generd be received by SBP/NBP

regular, complete and up-to- date bank reconciliation

physical assets shall be recorded in aregister disclosed ina
memorandum account

regular and systematic, review and clearance of suspense accounts

reconciliation of general ledger to sub-ledgers, registers and source
documents

aregular post-audit process, both internal and externa
asystematic and verifiable consolidation of accounts from
subsdiary ledgers, registers and source transactions.
2.3.2.4 Existence/Validity: dl transactions accounted for must be genuine
transactions. This objective shall be addressed by:

a proper approva, certification and authorisation process for
payments
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clams shal be stamped as paid on authorisation for payment

audit trail from the payment to the source documents supporting
thedam

review and authorisation of payroll schedules by a delegated
authority

reconciliation of cheque/transfer advice to claim prior to Signing by
the delegated authority

no duplicate receipts provided
regular, complete and up-to- date bank reconciliation
performance of regular stocktakes

maintenance of physica assets regigter, including procedure for
disposal and existence checks of assets

aregular post-audit process, both internd and external.
2.3.2.5 Economy. the accounting system shdl include controls to ensure

the prudent dlocation of government resources. This objective shall
be addressed by:

expenditure gpprova, certification and authorisation procedures
a competitive procurement process
centrd purchasing facilities
asset management policies and procedures.
2.3.2.6 Effectiveness: the accounting sysem shdl include controls to

ensure the effective performance of government responghilities. This
objective shall be addressed by:

clearly defined respongbilities, scheme of delegation and reporting
lines

comprehensive procedure notes

humean resources program including recruitment, training and
gopras.

2.3.2.7 Efficiency: in precticetherewill often be atrade off between
economy and effectiveness. The accounting system should seek to
operate as efficiently as possible by optimising the relationship between
these two variables. This objective shall be addressed by:

pre-audit (certification) of payments.

issue of payment through direct bank transfer
use of imprest system for smal payments
collection of revenue through SBP/NBP
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hierarchica organisationa gructure in which thereisaclear
scheme of authority delegation to perform the tasks

respongibility accounting, using respongbility centres
production of annuad and monthly financid reports
limited duplication of roles
consolidation of accounts.
2.3.2.8 Minimiserisk of fraud and corruption: theaccounting system

shdl include controls to minimise the risk of fraud and corruption. This
objective shall be addressed by:

Segregation of duties, so that certain accounting functions should
be performed by different officers, including:

- accounts and audit

- recording of receipts and collection of money

- gpprova/authorisation and issue of payment.

- recording of expenditures and issue of payment

budgetary control procedures

pre-audit of damsfor payment

maintenance of an authorised signatorieslist by the bank
requirement of a double sgnatory for issue of payment
issue of payment through direct bank transfer and cheques
maintenance of a physical assets register

performance of regular stocktakes

control over maintenance of permanent accounting records

procedures ard control for making adjustments to accounting
records

reconciliation of the general ledger to sub-ledgers, registers and
source documents

responghility accounting, using respongbility centres
clearly defined responghilities, scheme of delegation and reporting
lines
aregular post-audit process, both internal and externa
2.3.3 Key reporting control objectives and respective controls

2.3.3.1 Sufficient: the accounting system must produce sufficient
informeation for the adequate control of the government’ s finances.
This objective shall be addressed by:
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preparation of monthly and annual accounts

avalability of an audit trail through sub-ledgers, registers and
source documents to substantiate the financid reports

preparation of additiona operationd information by ertitiesas
required

on-going review of information requirement by users

2.3.3.2 Relevance: the accounting syssem must produce financid
information which is rdlevant and understandable to the users of the
information. Thefinancia reporting from the accounting system must
be based on the accountabilities required of users, and their decision
making requirements. This objective shal be addressed by:

on-going review of information requirement by users.
2.3.3.3 Rdiable: the accounting system shal produce religble financia

information. This objective shal be addressed by the controls over
completeness, accuracy and vdidity.

2.3.3.4 Consistency. the accounting system must enable consistent
information to be produced in financia reports, in order to be useful
for decison making. This objective shal be met by:

aconsigtent reporting period and unit of currency
congstent accounting basis and policies
congstent reporting formats and disclosures

accounting policies consstently applied across dl government
entities.
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2.4  Outline of Chapters

24.1.1 Thismanud is structured according to the mgor financia
management activities of the Government. A summary of these
chaptersis provided below:

Introduction: introduction to the Manud, detailing its purpose,
structure and gpplicability

Overview: overview of the accounting organisationa structure and
system

Budgetary control: overview of the budgetary cycle and the
detailed procedures involved in policy setting and the preparation,
authorisation, implementation, reporting, monitoring and review of
budgets

Expenditures: policies, accounting trestment and procedures to
be applied for expenditures, and al stages of payment processing.
The chapter aso includes procedures for specific types of payment
and maintenance of permanent records

Receipts. palicies, accounting trestment and proceduresin
relaion to receipts

Bank reconciliation: policies and procedures for the bank
reconciliation
Financial reporting procedures: proceduresfor the preparation

and consolidation of accounts, including periodic adjustments and
annudl financia statements

Loss and recoveries of public money: write-off and recoveries
of public money, aso recovery of amounts owed on account of
loans and advances given to provincid government, loca bodies
and government employees which are outstanding

Sf-accounting entities: policies, accounting trestment and
reporting for sdf-accounting entities

Project accounting: policies and procedures for devel opment
projects

Accounting for liabilities: proceduresrelatingto public debt

transactions undertaken by the Government, including internal and
externd borrowings

Transactions between government entities: policies, accounting
treatment and procedures for transactions between Government
entities
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Procurement and asset management: accounting policies and
procedures rd ating to Government procurement, including
purchasing, management and disposal of stores and physical assets

Public account transactions. describes the public account and
dedls with specific agpects of the public account not previoudy
covered in the Manua

Insurance: accounting policiesin reation to insurance

General accounting: procedures for the recording and
maintenance of Government records. Includes use of suspense
accounts and control of officia forms and chequebooks

Assignment accounts and personal ledger accounts: policies
and procedures relating to usage of assignment accounts and
persond |ledger accounts.
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25 Abbreviations

Thefollowing abbreviations are used in the Manud:

AG Accountant General

AGP Auditor- General of Pakistan

AGPR Accountant Generdl Pakistan Revenues

APPM Accounting Policies and Procedures Manual

CBR Centra Board of Revenue

CG Comptroller- Generd

CMA Consolidated Monthly Accounts

CoA Chart of Accounts

CQA Consolidated Quarterly Accounts

DAO Didrict Accounts Office/Officer

DDO Drawing and Disbursing Officer

DGPR Director Generdl Pakistan Revenues

EAD Economic Affairs Divison

FRM Financid Reporting Manua

IAS Internationa Accounting Standards

GAAP Generdly Accepted Accounting Principles

GFS Government Financid Statistics

GoP Government of Pekistan

MAP Manud of Accounting Principles

MDB Main Designated Branch

MDMBS Monthly Designated Main Branch Statement
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MoF Minidry of Finance

NBP National Bank of Pakistan

NIS New Items Statement

PAO Principa Accounting Officer

PAC Public Accounts Committee

PAD Pakistan Audit Department

SAE Schedule of A uthorised Expenditure
SE Sdf-Accounting Entity

SBP State Bank of Pakistan
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2.6 Definitions

Thefollowing are definitions of terms commonly used in this Manud:

abstract

accounting entity

accounts office

accounting period

accounting policy

accounting record

accrud accounting

advance

advice note

Annua Financid

An intermediate schedule prepared to facilitate the
consolidation of financid information.

Thisterm includes the centradised accounts offices including
the Executive Engineer of a public works divison and the
sdf- accounting offices.

Thisterm identify the offices carrying out the accounting work
and typicdly includes the offices of the DAO, AG and
AGPR.

Thetime period over which financia information is reported,
normaly ether ayear or amonth.

A st of specific rules which defines how a particular
transaction will be treated and accounted for in the books of
accounts. Where accounting policies are laid down in this
manud, they dways rdate to specific trestment of a specific
type of transaction.

Any document upon which accounting transactions are
recorded or any other document issued or used in the
preparation and processing of accounting transactions.

A method of accounting that recognises expenses when
economic benefits have been consumed and revenues when
economic benefits have been generated.

An amount paid by the Government to a contractor/supplier
for the purpose of securing goods or services, or an amount
provided to a Government employee for a specified purpose,
and to be adjusted as per termsand condition of the advance.

A list of authorised payments sent by an accounts officeto a
branch of the SBP or NBP. (includes daily advice, payroll
advice, penson advice, direct credit advice)

A st of financid reports, produced after the close of the

Statements financid year by the Auditor- General of Pakistan for the
Federd and each of the Provincid Governments.
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appropriation

approval

assignment account

attached department

audit trall

authorisation

the Bank

bank return

bank scrall

Budget

An dlocation of fundsto a spending ministry or department
on the basis of the Authenticaied Schedule of Authorised

Expenditure.

The permisson given by an authority or a delegated authority
to undertake a particular action, such asincurring
expenditure.

Future economic benefits controlled by the entity as aresult
of past transactions or other past events. (MAP, Section
3.3).

A Government bank account established with the NBP, to
provide independent drawing facility for nominated projects
and other activities, within the prescribed limitation.

A department which has direct rdation with a Divison and
has been declared as such by the Federal Government and
represented in the Chart of Accounts entity code.

The capability to trace a particular balance from the financia
gatements down to its source documents (and vice versa), as
evidence that the balance is complete and accurate.

() In accounting terms, the gpprova given by an authority or
addegated authority for a particular payment to be made.

(i) Inthe context of the Budget, the process of passing the
Annua Budget Statement through the legidature for approval.

State Bank of Pakistan, or The National Bank of Pakistan, as
an agent of the SBP, unless otherwise specified.

A batch of documents received from the bank including the
bank scroll, supporting vouchers, paid cheques and other
documents.

A daily advice received from a designated branch of the
Nationa Bank of Pakistan or State Bank of Pakistan, listing
receipt collected and payments disbursed on behdf of the
Government, againgt each of the Government bank accounts.

Defined in article 80 of the Condtitution, a statement of the
estimated receipts and expenditure of the Government for a
financid year, referred to as the Annud Budget Statement.

Issued: 13-Feb-9

Page2.18 Appmover.doc



Accounting Policies and Procedures Manua Overview

capitd expenditure

capital receipt

cash accounting

cash baance

Cashflow

Cadhflow Statement

cashflow forecast

centralised
accounting entity

catification

(i) For the purposes of budgeting, expenditure met from
capita recaipts, as given by aparticular grant number in the
Chart of Accounts.

(ii) In accounting terms, expenditure incurred for the purpose
of acquiring, congtructing or enhancing physical asssts or on
schemes of capitd outlay, as given by the object codein the
Chart of Accounts.

(i) For the purposes of budgeting, receipts obtained from
sources of finance other than revenue (e.g. loans).

(i) In accounting terms, receipts generated from the proceeds
of sale of physica assets or receipts intended to set off
capita expenditure.

A method of accounting that records cash payments and cash
receiptsonly.

The amount held in a particular bank account at any point in
time.

The net movement in the cash balance over a particular
reporting period, given by the sum of payments and receipts.

A financid report provided to show the net movement in cash
over aparticular reporting period, showing how and where
the cash has been applied.

An egtimate made of likely future cashflows based on
historica patterns of expenditures and receipts, knowledge of
expected payments (commitments) and collections
(demands), changes in Government policy and other factors.

Any accounting entity for which the Accountant-General

is responsible for the processing of its accounting transactions
(eg. certifying, authorising and isuing payments) and
maintaining its accounts,

A process undertaken by the DAO/AG/AGPR, including
Executive Engineer of a public works divison, involving
verification (proper gpprova and vdidity)and audit (scrutiny
againd irregularities) of apayment prior to it being made.
(previoudy referred to as pre-audit).
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charged expenditure

chart of accounts

clam voucher

clearing account

commitment

Consolidated Financid
Staterments

Consolidated Fund

Consolidated Monthly

Accounts

consolidation

contingent expenditure

control account

delegated authority

Asdefined in Article 81 of the Condtitution, certain
expenditures met from the Consolidated Fund, which may be
discussed, but not submitted to the vote of the Nationa
Assembly (or Provincid Assembly in the case of Provinces).

A liging of codes on the basis of which accounting
transactions are dassified to provide meaningful financid
information.

A document submitted by DDOs to the DAO/AG/AGPR
office, containing the particulars of avaid and duly approved
clam for payment against a nominated budget head.
(previoudy referred to as a bill).

A type of Generd Ledger account which is used to transfer a
balance from one entity or process to another (includes
exchange and settlement accounts).

An obligation to make afuture payment, the funds for which
are reserved againg the alocated budget of an entity.

A set of financia reports produced by the Pakistan
Audit Department which presents a consolidated summary of
the Annual Accounts of the Federation and each Province.

Defined in Articles 78 and 118 of the Condtitution, refersto
al revenues received by the Federa/ Provincid Government,
al loansraised and dl moneys received in repayment of any
loan by that Government.

The Monthly financid reports produced by the
AG/AGPR, which present a summary of the accounts of the
Federation/Provinces.

Aggregation of information from severd entities to present as
if one entity, therefore diminating transactions between the
entities being consolidated.

All non-devel opment expenditure, other than sdlariesand
sdary related expenditure.

A type of generd ledger account which summarises a number
of transactions from a subsidiary ledger into asingle baance.

An officer formdly empowered by the responsible authority
to perform a particular function.
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department

development expenditure

direct credit

disclosure

district

divison

double entry system

entity

equity

exchange account

excess

The equivdent leve of aDivison, in the case of Provincid
Governments, as given by the Rules of Business and listed in
the Chart of Accounts entity code.

Expenditure provided in grants, relaing to development
projects. Development projects are projects undertaken to
acquire, build or improve physica assets or develop human
resources.

A facility provided by the banks which alows sdaries and
other employee related payments to be made directly into the
bank accounts of those persons, without the need for an
exchange of physica cash or cheques.

Display of financid information in a supplementary note to the
financid statements, rather than inits main body, in order to
provide further detail about a particular item.

A digtinct region within a Province, as determined by the
Government and shown in the Chart of Accounts entity code.

A «f contained adminigrative unit responsble for the
conduct of business of the Federd Government in adistinct
and specified sphere and declared as such by the Federd
Government and included in the Chart of Accounts entity
code.

A system of recording accounting transactions which reguires
dl journd entries (inputs) to the Generd Ledger to bein
balance, i.e. totd debits equal totd credits.

An organistiond unit of Government. Thisterm can be
gpplied to specific types of organisationa units, depending on
the context (i.e. self-accounting entity, centralised accounting
entity, spending entity).

An accrud accounting concept defined as the resdud interest
in the assets of an entity after the deductio n of dl itslighilities.

A Generd Ledger account through which transactions
between centrdised accounting entities and salf- accounting
entities of the Federal Government are recorded.

An amount of expenditure exceeding the approved budget,
whichis regularised through an Excess Budget Statement.
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exempt entity

expense

financid asset

financid year

fixed assats

flowchart

function

fund

funds avaladle

generd ledger

Any entity outsde the scope of the Manua of Accounting
Principles and rlated manuals.

(1) In accrud accounting, defined as a decrease in future
economic benefitsin the form of reductions of assets or
increases in liabilities of the entity, other than those relating to
digtributions to Government as owner, that result in a
decrease in equity (MAP, Section 3.3).

(i1) In cash and modified cash accounting, defined as the
outflow of cash arigng as aresult of paymentsissued in a
given reporting period.

A reporting classification of assets, used to describe cash held
and any assets readily convertible to cash.

The financid year commencing 1 July and ending 30 June,
consgting of twelve monthly periods.

Assets characterised by their long-term or strategic purpose.
Fixed assets are usualy physicd in nature, such as plant and
equipment, buildings etc. In financid reporting, used
synonymoudy with ‘non-financia assets', because they are
not readily convertible to cash.

A graphical display used in these manuas and other
documentation, to represent the flow of information and
controls within a process or group of processes.

An dement used in the Chart of Accounts, which provides
financid information on particular economic activities,
according to the Internationa Monetary Fund's Government
Finance Statidtics (GFS) classfication scheme.

A pool of money, set aside and used for an intended purpose,
as provided by legidation or specid orders (eg.
Consolidated Fund, trust fund).

A term used in budgetary control to describe the remaining
budget dlocated to an entity, after deducting outstanding
commitments and actua payments.

The primary ledger in which accounting transactions are
recorded, in double entry format, and from which financid
reports are produced.
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generd policy

grant

imprest account

internd controls

journa entry

ligbility

materidity

memorandum account

modified cash

non-development

A st of genera ruleswhich defines how atransaction is
treated in the books of accounts. Unlike accounting policies,
agenerd policy describes the overdl treatment of a
transaction.

Funding provided to a Ministry or Department, through the
Schedule of Authorised Expenditure.

Petty cash system for making small payments. Contains a set
balance of cash which is subsequently replaced by petty cash
vouchers on payment of cash.

A term used to describe the system of checks, reports and
procedures that are enforced in an accounting system to
protect againgt fraud and to ensure complete and accurate
financid informetion is produced.

auniquely numbered input voucher to the Generd Ledger,
containing accounting transactions, used in the double-entry
recording system.

Future sacrifices of economic benefits controlled by the entity
asaresult of past transactions or other past events. (MAP,
Section 3.3).

An amount is materid to the accountsiif its omisson or
misstatement is likely to influence the economic decisons
meade by the users of the information.

An account maintained separately to the General Ledger but
gtill operated within the internal control process. Information
recorded in memorandum accountsis used to provide
upplementary information to the Financid Statements.

A method of accounting in which al cash payments and
receipts are recorded, along with certain assets and
lighilities'commitments

Expenditure provided for in grants, relaing to the on-going
costs of Government, such as salaries and allowances of
employees and contingent expenditures.

object A Chart of Accountsdement used to classify financia
information according to the |AS accounting requirements
(e.0. as, lidbility, revenue, expenditure, equity), and
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obligation

payroll section

permanent record

personal ledger

Public Account

public debt

receipt

receipt voucher

recognise

reconciliation

provide sub- classfications therein (e.g. sdaries, trave,
transport).

Obligetion in the context of commitment meansthe legd
requirement to honour the terms of a contract rather than the
term “commitment” which is used in its accounting context.

The section within the DAO responsible for preparing the
payroll.

A record reguired to be maintained in order to generate
accounting transactions, but is not in itsdlf atransaction. (eg.
payroll records, GP fund records. pension records).

A ledger account maintained by the DAO/AG/AGPR,
established as a drawing facility for nominated purposes.

Definedin Article 78 of the Condtitution, al other moneys
received by or on behaf of the Federd Government, other
than the Consolidated Fund, or deposited with the Supreme
Court or any other court established under the authority of the
Federation.

Thetotd liability arisng from the borrowings of the
Government, including both domestic loans and foreign (or
externd) loans.

(i) An amount of cash collected or the process of collecting
money.

(i) An officia document provided to a payer, as proof that
money was received.

A form with which amounts collectable by the Government
are deposited with the bank, containing the particulars of the
receipt. (previoudy referred to as a chalan).

Reported on, or incorporated in amounts reported on, the
face of the financid statements of the entity.

A process of substantiating recorded financia information
againg an dternative source of data (e.g. bank reconciliation,
reconciliation between accounts offices and spending

departments).
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release

revenue

sdf-accounting entity

Settlement account

Specid Depodts

Statement of Assets and

Licbilities

Statement of Revenues
and Expenditures

Ub-ledger

Supplementary Budget

surrender

A sanction given by Minigtry of Finance, permitting a
particular budgetary dlocation to be spent, on the basis of
cash being avallable.

(1) In accrua accounting, defined asincreasesin future
economic bendfitsin the form of increases or enhancements
of assats or decreases of lighilities, other than those relating to
contributions by the Government as owner, that result in an
increase in equity. (MAP, Section 3.3).

(i) In cash and modified cash accounting, defined as an inflow
of cash, arising asaresult of collections received in agiven
reporting period.

Any accounting entity that performs its own accounting
function and maintains its own accounts, including
certification, authorisation and issue of payments.

A Generd Ledger clearing account through which cash
transactions between governments are recorded.

Accounts comprising of Public Account moneysthat are
operated under the authority of Ministry of Finance, but are
not trust accounts.

A financia report consisting of balances of assats and
ligbilities for an entity, as a a particular period end date. Set
out in the Financid Reporting Manud.

A financid report consisting of balances of revenues and
expenditures for an entity, over agiven reporting period. Set
out in the Financid Reporting Manud.

Book of initid entry of al accounting transactions in a
particular accounting office, for subsequent double entry into
the Generd Ledger.

Provided in Article 84 of the Condtitution, an additiona
budget statement laid before Parliament, where funding for an
exiging savice is inqufficient, or the need for anew services
has arisen which was not included in the origind budget.

An amount included in the origind gpproved budget, that is
given back because it has not or will not be spent in the
financid year by the entity.
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suspense account

Trust Account

voted expenditure

An account used if the correct head to be debited or credited
isunable to be identified at the time of transaction, which shdl
be cleared once the correct head is identified.

Legd entitiesin their own right, under the stlewardship of the
Government, and as such expected to produce financia
satementsin their own name. Trugt accounts are normally
egtablished under an Act of Parliament or Presidential Order.

Asdefined in Article 82 of the Congdtitution of Pakistan, that
part of the Annua Budget Statement relating to other
expenditure, submitted to the Nationd Assembly in theform
of demands for grants, on which the Assembly votes.
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3.1 I ntroduction

3.1.1.1 Inthe public sector, the Budget is an instrument by whichthe
Government expressesiits priorities and alocates resources to
implement its policies. The Budget isatool by which planned
expenditures are controlled, at dl levels of Government, including
spending minigtries, departments and units.

3.1.1.2 TheBudget applies only to the Consolidated Fund.

3.1.1.3  Under the Condtitution, the Federd/Provincid Government is
required annudly to lay before the National/Provincid Assembly, a
Statement of estimated receipts and expenditure for the forthcoming
financid year. Thisisreferred to asthe Annua Budget Statement.
This statement indicates separately the sums required to meet
expenditure charged upon the Federa/Provincid Consolidated Fund
and other expenditure to be made from the Federa/Provincia
Consolidated Fund.

3.1.1.4 Thebudgeting cycle consists of six phases broadly categorised as
follows

setting of budget policy and initiatives. the Cabinet meetsto
determine budget policy, initiatives and priorities. These arethen
communicated to ministries and departments viathe Finance
Divison/Department and Financia Advisorsin the case of Federa
Government.

preparation: this stage includes the preparation and submission of
budget estimates of expenditure and receipts by entities and
subsequent review and consolidation of estimates by the Financid
Advisors (in the case of Federd Government) and the Finance
Divison/Department.

authorisation: this sage involves submission of the Annua Budget
Statement before the Nationd/Provincid Assembly. Thisconssts
of two stages; gpprova by the Nationa/Provincial Assembly, and
authentication by the Prime Minister/Chief Minister.  The approved
budget is referred to as the * Schedule of Authorised Expenditure’.

implementation: this sage refers to the communication of the
budgets to the spending ministries and departments via the Finance
Divison/Department and the Financid Advisor in the case of
Federd Government. On implementation of the Budget, the entity
can carry out activities and incur expenditure, for which funding has
been given in that period.

reporting and monitoring: actud revenues and expenditures
(including commitments) are recorded and reported to monitor
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progress againgt budget throughout the financia year. Reporting
assist's managersin decison making and in particular re-alocation of
funds where required (Chapter 7). Thisincludes the provison of
both internal and externd reports.

review: the periodica review of financid performance and the
achievement of policy objectives by spending agencies and externa
review bodies. Thisincludes audit activities and review by Public
Accounts Committee. At year end outstanding commitments are
reviewed and budget provision (through supplementary grant) made
for thefollowing year. For Revised Budget Estimates see 3.3.5.3
and 3.3.13.

3.1.1.5 Thebudgetary cycleisrepresented in the following diagram.

Overview of the Budgetary Cycle

Preparation
MoF/FD
Spending Ministries
Policy Setting Authorisation
o Cabinet
Cabine : National Assembly/
Provincial Assembly
Review Implementation
PAD I, MoF/FD
Spending Ministries L
Spending it D Spending Ministies
Public Accounts Committe _
Reporting
and
Monitoring
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3.2  General Policies
321 Responsibilitiesfor budgeting

3.2.1.1 Spending ministries are respongble for the preparation of their own
budget estimates. In each ministry thereisa Financid Advisor who is
under the adminigtrative control of the Finance Divisorn/ Department.
This officer guides the preparation of estimates by spending entities
within the ministry and co- ordinates the budget with the Finance
Divison/Department and various other bodies as required throughout
the budget cycle.

3.21.2 A number of other Government entities provide support during the
budget process. These include various committees responsible for the
review and gpprova of budget proposas (as nominated from time to
time by the Minigtry of Finance), indluding:

the Planning Commission
the Economic Affars Divison
the Accountant Generdl.

3.2.2 General budget classfications

3.2.2.1 The edimates provided in the Annua Budget Statement must be
shown in accordance with Congtitutiona requirements. Under the
Condtitution the budget estimates must show separately:

the sums required to meet expenditure charged upon the
Federa/Provincid Consolidated Fund (refer to Direction 3.4.2.1.
for aligt of itemsincluded as charged expenditures)

the sums required to meet other expenditure, other than charged,
proposed to be made from the Federa/Provinciad Consolidated
Fund.

3.2.2.2 Within these overdl requirements, spoending minigtries and
departments are required to submit budget estimatesin prescribed
classfications. On the expenditure Side, separate estimates are
prepared for current and development expenditures. Separate
forecasts are dso prepared for receipts. The classification of current
and development expenditure needs to be sub-dassfied into their
Foreign Exchange and Rupee components both denominated in

rupees.

3.2.2.3 Non-development expenditures refer to the on-going adminigraive
operations within aminigtry or department, in fulfilling its policy
objectives. These include sdlaries and dlowances of officers and steff.
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There are two types of non-development budget; permanent and
temporary:
permanent budget: these are non-devel opment expenditures that
have previoudy been approved and are continuing. These include
permanent staffing establishments, travelling, fixed alowances and
contingent expenditure. Thisis submitted asthe ‘Part I’ budget

temporary budget: these are new items of non-devel opment
expenditure such as temporary additions to existing establishments
or services that have either continued on from year to year on a
temporary basis or have been newly sanctioned and not included in
the current year’ sbudget. Thisis submitted asthe ‘New ltems
Statement’ (NIS) or ‘Part 11’ budget.

3.2.2.4 Deveopment expenditure refers to activities conducted and

managed digtinctly asindividua projects, with finite sart and end dates
and clearly specified deliverables. Development projectstypicaly
involve the congtruction or improvement of physical assets or the
development of human resources. Development projects are
submitted as ‘New Item Statements.

Development budgets should have a flow-on effect to the non-
development budget. When a development project is completed it
should result in new items of non-development expenditure, such as
sdaries, maintenance and utilities

3.2.25 Forecasts of revenue shall be prepared by those entities responsible

for administration of those revenues. Thisincludes tax authorities such
as the Centra Board of Revenue in the Federa Government and the
respective Excise and Taxation Departments in the Provinces.

3.23 Method of budgeting

3.2.3.1 Themethod used by ministries and departments for preparing

budget estimates will be determined by the Finance Divisor/
Department. Irrespective of the type of expenditure or method of
budgeting used, the estimates provided to the Finance Division/
Department must be fully substantiated.

3.2.3.2 Minidries and their subordinate spending entities should frame their

budgets according to planned outcomes and not inputs. For example,
aministry should first consider what outcomes it wishesto achieve
againg aparticular function or program, rather than how many new
geff it wishesto employ. Development and non-devel opment budget
estimates should be considered jointly, in order to determine whether
the planed outcomes of the entity (and those of the Government asa
whole), can be met.
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3.2.3.3 Edimates of expenditure are to be provided on a cash basis, that is,
expenditure incurred when payment is made within the financid yesar.
Thisis consstent with the accounting policy for the recognition of
expenditure.

3.2.3.4 Forecasts of revenue are to be prepared on a cash basis, that is,
based on whet can reasonably be expected to be paid and collected in
the financid year. Thiswill be calculated from prior year collection
figures, adjusted for changesin revenue collection policy. The
forecasts will be provided in gross amounts (e.g. revenues will not be
shown net of any related costs). Thisis aso consstent with the related
accounting policy for the recognition of revenues.

3.24 Budget format

3.24.1 Theformat by which budget estimates are to be submitted,
consolidated and ultimately presented before the Nationd and
Provincid Assemblieswill be the same, as determined by Finance
Division, in consultation with the repective Provincid Finance
Departments.

3.2.4.2 The budget will be compiled to be consistent with the Chart of
Accounts specifications.
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3.3 Detailed Procedures

331

Introduction

3.3.1.1 Thissection describes stepsto be followed in the budgetary
procedure, based on the components of the budgetary cycle as
outlined in the Introduction (Direction 3.1.1.4).

3.3.1.2 These procedures refer to the budgeting process in generd and,
unless otherwise specified are applicable to dl spending entities.
Minigtries and departments will ensure procedures for the collection of
subsdiary details and the preparation and scrutiny of budget estimates
are laid down in departmenta regulations of the ministries and
departments.

3.3.1.3 Fromtime to time the Finance Divison/ Department will issue
orders pertaining to budgetary procedures. Theseinclude specific
ordersfor afinancid year or aparticular class of expenditure. Such
ingtructions are to be followed in conjunction with the procedures
contained in this Manud.

3.3.1.4 Thefadlowing key controls are essentid to the budgeting process.

al budget estimates for aministry or department must be reviewed
and sgned off by the Financid Advisor before it is submitted to the
Finance Divison/ Department

al budget estimates for aministry or department must be gpproved
and sgned off as evidence by the Financia Advisor beforeit is
submitted to the Finance Divison/ Department

budget estimates and supporting schedules must be prepared in a
prescribed format

the budgets must be authorised by the Nationa/Provincia
Assembly

authorised budgets must be communicated to the Accountant
Generd so that a complete record is maintained for verification and
authorisation of payment

the Finance Dividon/Department must communicate the authorised
budgets to the spending ministries and departments through release
letters

the Principal Accounting Officer for each entity must monitor
actud transactions againgt budget.
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3.3.2 Budgeting procedure- overview

spending Ministries/Departments and revenue collection
subordinate entities authorities
prepare prepare repare estimates | repare preliminar
estimates: part || estimates: part |l prep prep p_
development estimates: revenu
(permanent) (temporary)

Financial Advisor

A A
) ) examine ;
examine curren examine current examine revenue
] - development .
estimates (pt 1) estimates (pt I . estimates
estimates

Approved by PAO

submit budget . submit preliminary &
. submit New Item "
orders: (parts 1 an final revenue
Statements .
1) estimates

determine size of
MoF/FD annual developmerjs#—
programme

]

review developmernt
estimates/ prioritisp

review current review final revenue

estimates projects estimates
A A
repare Demands repare Demands .
P pfor Grants: : ’fJor Grants - prepare consolidated
y estimates of
Non-development Development revenue
section (by Ministrly) section
A A
The Budget
(consolidated Demands for Grants and Schedule of Authorised Expenditure)

acuc%?]?\tteing/ AGPR/ communicate Approval by NA/PA
funds control AG budgets to Ministrigs MoF/FD and authenticated b
records and Departments PM/CM

3.3.3 Policy setting and issue of Budget Call Circular

3.3.3.1 Eachyear, the Cabinet must meet and set out the budget palicy,
indluding new initiatives, targets and priorities. The budget policy will
edtablish the planned surplus or deficit, with underlying assumptions on
economic growth, inflation and other planning parameters.
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334

3.35

3.3.3.2 After the Cabinet has st the budget palicy, the Finance Division/
Department will prepare and issue the Budget Cdl Circular. This
document sets out the timetable in which budget estimates are to be
provided by the spending ministries and departments and any other
relevant ingructions to be followed.

3.3.3.3 Thedeadlinesfor submission of estimates shown in the following
sections are indicative only, asthey will vary from year to year and
between individud provinces. In dl casesthe dates shown in the
Budget Cdl Circular shal be adhered to.

Preparation of non-development budget

3.3.4.1 After the Budget Cdl Circular isissued, ministries and departments
shdl prepare detailed estimates of their non-devel opment expenditure
for the forthcoming financia year.

3.3.4.2 Development budgets must be prepared on an integrated basis.
permanent and temporary budget estimates must not be prepared
independently of one another.

3.3.4.3 Edimates of non-development expenditure must show separately,
within eech grant:

‘charged’ and ‘ other than charged’ expenditure

expenditure on revenue account and expenditure on capital
account.

3.3.4.4 ThePrincipad Accounting Officers must gpprove and sign off the
budgets relevant to their entities.

3.3.4.5 For each pending entity within aminigtry, the level a which non-
development estimates are to be submitted is as follows:

for each grant, the grant and units of appropriation

for each primary unit of gppropriation, to the detailed levels of
both function and object heads

Preparation of non-development (permanent) budget

3.3.5.1 Edimates provided under the permanent (or Part I) budget, as
defined in Direction 3.2.2.3, mugt only include items which have
aready been cleared by the Finance Division/ Department. If an item
appears in these estimates for the firgt time, it must be supported by a
copy of the gpprova for continuation of that item on a permanent
basis.
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3.3.5.2 It should not be assumed that estimates provided under the
permanent budget are fixed items. Spending minigiries and
departments should review their overal establishment requirements
and patterns of contingent expenditure to identify potentia savings
when preparing their budget.

3.3.5.3 Inorder to form the bass for the following year budget estimates,
revised estimates must be prepared for the current financid year.
Revised estimates should be determined in light of:

actudsfor thefirst 4 months of the current financid year plus
actudsfor the last 8 months of the previous financid year

commitments entered into and expected to be paid in the current
finendd year
12 months actuas for the previous two years
adjusments arising from:
re-gppropriations within particular grants during the current
financid year
new items of expenditure approved through
Supplementary Budget during the current financid year

surrenders made or expected to be made during the
current financid year.

any other relevant fadors
the impact of development and nondevelopment factors.
3.3.5.4 Wheretherevised budget exceeds the gpproved grant, the ministry

or department must indicate how the excess is proposed to be met and
the delegated authority who authorised the increase.

3.3.5.5 Where the revised budget is less than the approved grant by more
than 5%, an explanation of the saving must be provided by the ministry
or department.

3.3.5.6 Budget estimates for the next financid year are then prepared for
each detailed head (detailed function and object within each unit of
gppropriation). For permanent budgets, the following information must
be provided at detailed heed leve:

actudsfor thelast financid year and budget variances for that year
budget estimate for the current financid year

revised esimate for the current financid year

budget estimate for the forthcoming financid year.
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3.3.5.7 Fromtheinformation collected above, a statement will be prepared
comparing the differences between:

current year's gpproved grant and the revised estimate

the bud get estimate submitted for the current year and the estimate
for next year.

3.3.5.8 Budget estimates should be prepared to include subsidiary detailsin
the prescribed form (e.g. nomina rolls, caculation of alowances etc.),
and made available for scrutiny by the Minigry of Finance, if
requested.

3.3.5.9 Other rlevant factors should aso be consdered in developing an
edimate for next year’ s budget. These include the following:

adjustment for expected inflation as provided, increase in sdary
costs and any other plaming assumptions provided in the budget
cdl dreular.

known deferred ligbilities, as recorded on the Liabilities Regigter,
for the next year.

anticipated savings arising from productivity gains, and reduction
or termination of specific programs.

3.35.10 Edimates relating to gpproved establishments, both permanent and
temporary, should take into account provisons for leave, expected
vacancies and allowances payable to employees, based on past
actuas and other relevant factors. Substantiation must be provided for
variations from the previous year' s establishment.

posts which will not be filled must not be provided for. This
indudes provison for g&ff on long-term transfer or leave.

estimates of salaries must be supported by the number of posts
againg each etablishment, and an explanation of any variation
between the next year and the current year’' s posts.

3.35.11 Lump sum provison in the budget must not be made unlessin
exceptiona circumstances. For example, the use of * other’
expenditure heads should be avoided, in favour of more clearly defined
heads.

3.35.12 Permanent budget estimates must be submitted by the concerned
gpending entities to the Financia Advisor no later than 1 December
each year. Subsequently the Budget Orders pertaining to the
permanent (Part 1) budget must be submitted to the Budget Wing of
the Finance Divison/Department and copied to the Accountant
Generd, no later than 1 January
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3.35.13 Thedates detailed are gpplicable unless otherwise natified by the
Minigtry of Finance.

3.3.6 Preparation of nondevelopment (temporary) budget

3.3.7

3.3.6.1 Temporary budget estimates, as defined in Direction 3.2.2.3, shdl
only be included in this section of the budget where aready agreed
with Finance Divisor/ Department. No scheme of fresh items can be
included in the Budget unless it is complete and gpproved.

3.3.6.2 Therequirementsfor preparation of revised estimates and excesses
and surrenders as given in Directions 3.3.5.3t0 3.3.5.5as0 apply to
temporary budgets.

3.3.6.3 Temporary budget estimates must be submitted by spending entities
to their respective minigtries for examination no later than 1 November
each year. Where clearance of fresh charge proposalsis required by
other ministries or departments, it should be obtained prior to
submission .

3.3.6.4 Temporary budget estimates must be submitted to the Financia
Advisor no later than 1 December each year. Subsequently the
budget orders pertaining to the temporary (Part 11) budget must be
submitted to the Budget Wing of Finance Divisor/ Department with a
copy to the Accountant Genera no later than 1 February.

3.3.6.5 Thecomparative andysisof revised estimates with sanctioned grants
and budget estimates for the current year and next year provided for in
Direction 3.3.5.7, should a so be submitted.

3.3.6.6 Thedates detailed are applicable unless otherwise natified by the
Minigtry of Finance.

Preparation of development budget

3.3.7.1 Detailed proceduresfor the preparation, appraisal and gpprova of
development project proposals are set out in the *Manual for
Deveopment Projects issued by the Planning Commission and are
gpplicable to dl spending entities. Development project estimates
must only be prepared for projects approved in accordance with those
procedures.

3.3.7.2  When spending entities submit their proposds to the Planning
Commission for the Annua Development Programme, acopy of this
submission must be forwarded to the respective Financid Advisor.
Thiswill indude detailed estimates for individud projects.
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3.3.7.3 Estimates of development expenditure for each project/scheme
must be furnished by spending entities to the Financia Advisor no later
than 1 December each year. The following informetion for eech
project/scheme must be provided:

name of project/scheme

expected date of completion

physical targets to be achieved in the project

accumulated expenditure and percentage of completion up to the
end of the previous year

revised budget estimate and physica targets for the current
financid year

budget estimate for next financid year

targets proposed for next financia year and basis for determining
target.

3.3.7.4 Theleve a which development project budgets will be submitted is
asfollows

development grant and scheme (project) within each grant

a detailed function and object leve for those heads pertaining to
project expenditures within each primary unit of gppropriation.

3.3.7.5 Spending entities shdl provide details of physicd targetsto be
achieved by the project, dong with budget estimates.

3.3.7.6 If aproject is new, and a budget estimate is submitted for the first
time, it should be accompanied by copies of the relevant PCl and
PCII (project definition and feasibility) forms.

3.3.7.7 Proposds submitted to Works Division/Department for works
expenditure to be incurred under adevelopment project, shal be
compiled by Works Division/Department on a project-wise basis and
submitted to Finance Divisor/ Department.

3.3.7.8  Spending entities must ensure that there is no overlap of budgets
between individua development projects or between development and
non-devel opment expenditures.

3.3.7.9 Thelocd currency component of the development project estimate
must be shown separately from the foreign currency component. In
addition, these components of the development project budget are not
interchangesble throughout any stage of the project.

3.3.7.10 Inreation to the estimate of foreign ad for a project, the following
rules shdl gpply:
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al foreign ad, in both loans and grants, shal be incorporated into
estimates of development projects. Such estimates of foreign ad
must first be cleared by the Economic Affairs Divison

the foreign currency component of a development project estimate
must be shown distinctly with the source and type of aid (e.g.
Foreign ad, loan or grant). Thisinformation shdl be provided in a
separate statement to the Financiad Advisor

foreign ad in the form of commodity assstance, whereit is utilised
under adevelopment project, shdl be provided for in the loca
currency component of the project estimate

the estimated Rupee equivaent of foreign currency loansto be
repaid, shal be retained by the Ministry of Finance to cover such
payments. Thisisreferred to as ‘ Rupee cover.

3.3.7.11 Once satisfied with these estimates, the Financid Advisor must
obtain gpprova from the Principal Accounting Officer, who will Sgn
off the budgets.

3.3.7.12 Subsequently the estimates of development expenditure must be
submitted to the Budget Wing of the Finance Divisor/ Department, in
the form of aNew Item Statement, no later than 17 December each
year. The new item statement, countersigned by the delegated
technicd authority in the Planning Commission, should include distinct
information for the foreign currency component of each devel opment
project asto its source and type of aid (i.e. foreign ad, loan or grant).
Thisinformation should be shown in the budget book.

3.3.7.13  After submission to the Finance Divisorn/ Department, anumber of
review processes must be initiated to establish the available resources
for development expenditure and examine demands of individua
projects. Thereview of each project must be madein light of the
following factors.

overdl resource position (resources available from the Budget to
finance the Annud Development Program)

sectord priorities

phasing of projects

status of projects

avalahility of foreignad

likelihood of completion in the forthcoming financia year
3.3.7.14 The Federd Public Sector Annua Development Program,

conggting of scheme-wise budget adlocation, by sector, to each
Ministry must be prepared by the Inter-Ministerid Priorities
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Committee. Thisis then submitted to the Annua Plan Co-ordination
Committee for review and find gpprova by the Nationa Economic
Council. This document incorporates provincid program and
provincid foreign aid requirements and forms the basis for the
compilation of the development portion of the Federa Budget.

3.3.8 Preparation of receipt estimates

3.3.8.1 Edimates of recepts must be prepared by those authorities

responsible for administering revenues. Preiminary revenue estimates
must be submitted to the Financia Advisor for scrutiny and forwarded
to the Budget Wing of Finance Divisor/ Department no later than 1
December each year. This enables the overdl resource podtion to be
determined for financing of the Public Sector Development Program.
Find estimates, with explanatory notes, shall be received by 1 March
each year.

3.3.8.2 Theauthorities required to submit receipt estimates are the Central

Board of Revenue and the respective Excise and Taxation
Departments for direct and indirect tax receipts, Economic Affars
Divison for foreign ad receipts and adminigrative ministries and
departments for other receipts.
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339 Consolidation of budget data

3.3.9.1 After budget estimates have been reviewed by the Financid Advisor
and gpproved by the Principa Accounting Officer, the demands for
grants pertaining to that ministry or department must be prepared and
submitted, (along with the supporting Budget Orders and New Item
Statements) to the Budget Wing of the Finance Divisorn/Department.

3.3.9.2 The Finance Divison/Department shal review and consolidate the
demands for grants submitted by the respective ministries and
departments. Wherein place, computerised budget management
systems should be used to capture, verify and consolidate the budget
data.

3.3.9.3 TheFinance Divison/Department must review the consolidated
estimates to ensure the overall budget policy and objectives have been
met, and make adjustments in consultation with ministries and
departments where required.

3.3.9.4 Upon completion of the consolidation and review processthe find
budget documents will be produced, for tabling before the
Nationd/Provincid Assembly.

3.3.10 Authorisation

3.3.10.1 Budgets approved in procedures as detailed earlier must
subsequently be tabled before the Nationa/Provincid Assembly for
authorisation.

3.3.10.2  Authorised budgets must be recorded in the Schedule of
Authorised Expenditure, with subsidiary information contained in the
Details of Demands for Grants and Appropriations annua publication
(current and development expenditure).

3.3.11 Implementation

3.3.11.1 After the budget is passed by the legidature, together with sums
tabled for charged expenditure, the Finance Division/Department must
formally communicate the budgets, as set out in the Schedule of
Authorised Expenditure, to each ministry and to the respective
Accountant Generds.

33112 A separae releasse letter must be sent by the Finance
Divison/Department to the spending minigtries and departments, with
copiesto the respective Accountant Generals, to advise on the funds
made available againgt these budgets. The Accountant Generds must
communicate this information to the Ditrict Accounts Offices.
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3.3.11.3 Anagppropriation ledger must be maintained by the Finance
Divison/Department to record theinitia distributions of budgets made
to spending entities and any subsequent adjustments made throughout
the year.

3.3.11.4 Itistheresponghility of the Principa Accounting Officer to ensure
the budgets applicable to his’her spending entity are properly
communicated to the various delegated officersin that entity. The
Principa Accounting Officer will maintain arecord of such
digtributions.

3.3.12 Reporting and monitoring

3.3.12.1 ThePrincipa Accounting Officer of each spending entity is
responsible for controlling expenditure from the grants available and
will exercise this control through higher delegated authorities.

3.3.12.2 Atatransaction leve, Drawing and Disbursing Officers must
ensure clams for payment are properly prepared and duly approved,
as per the Schedule of Authorised Expenditure, classified, and
recorded according to the rules procedures for expenditureslaid down
in chapter 4 of thisManud.

3.3.12.3 No transaction exceeding the vaue of available funds can be
passed for payment. However, if the claim is inevitably payable under
legd contracts and insufficient funds exi<t, the demand for payment
may be honoured. The disbursing officer must report the matter to a
delegated authority before gpproving the claim (Direction 3.3.12.7).
In such circumstances the Principa Accounting Officer must take
appropriate actionsto find the extrafunds for such payments.

3.3.124 Any spending entity required to undertake work or incur
expenditure on behalf of another is required to exercise proper
budgetary control over the funds provided by the principa authority.
The entity incurring the expenditure must ensure:

the funds provided by the principal entity are not exceeded
the money is spent for the purpose intended
any anticipated savings are promptly surrendered back to the
principd entity.
The principd entity will communicate the grant within which
expenditure may be incurred to the concerned spending entity and issue

the required approval for expenditure to be incurred by a nominated
authority in thet entity.

3.3.125 ThePrincipa Accounting Officer in each spending entity, as part of
his’her respongbility for monitoring expenditures, must submit a
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statement of excesses and surrenders to the Finance
Divison/Department at prescribed dates, and in aformat set down by
the Finance Divison/Department.

3.3.12.6 All anticipated savings must be surrendered to the Governmert
immediately asthey are foreseen, but no later than 15th May each
year. Savings from funds provided after 15th May must be
surrendered no later than 30 June. Stringent controls should be
exercised in the spending of al potentia or actua savings. In addition:

no savings should be held in reserve for possible future excesses

expenditure postponed must not be re-dlocated to meet new items
of expenditure

expenditure must not be incurred Smply because funds may be
avalablewithin aparticular grant. Grantsthat cannot be properly
utilised must be surrendered.

3.3.12.7 Excessss (i.e. expenditure for which no provison has been madein
the current year’ s origina budget) should not normaly be incurred.
However, in certain cases where budgetary factors have changed
abnormally or have been under- estimated (such as growth rates and
inflation) it is possible for the Principa Accounting Officer to re
dlocate funds, provided they are available from savings arising in the
same grant. In this case the Principal Acoounting Officer or hisher
delegated officer is permitted to re-dlocate funds between the
individua alotments made to delegated officers or between detailed
object heads of the same primary unit of appropriation within a
particular grant, provided the:

re-alocation is not to or from the establishment (sdaries and
alowances) budget

delegated authority is aso an authority competent to approve
expenditure under these heads

re-alocation is authorised before the expiry of the financid year to
which the budget relates

amount re-alocated does not exceed any financid limits as
determined by the Finance Divisor/ Department.

3.3.12.8 Re-dlocation between primary units (mgor object) of
gppropriation and between different grants must be approved by the
Fnance Division/Department. The specific authorities for such
transfers are set out in the * Delegation of Financial Powers' issued by
the Federal Government and each of the Provincid Governments.

3.3.129 ThePrincipd Accounting Officer is not permitted to re-alocate
funds between mgor and minor function heads within the entity.
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3.3.12.10 Inadl casesof fundsre-alocation, the Accountant Generd’s
office must be immediately informed once it has taken place.

3.3.12.11 Re-dlocation of funds between voted and charged components
of the Budget is not permitted.

3.3.13 Supplementary Grants

3.3.13.1 If fundsare ill not avalable within the grants available to the
spending entity, it should then consider whether the expenditure can be
postponed. |f it cannot be postponed, the spending entity can then
gpply to the Finance Divison/Department for a Supplementary Grant.

3.3.13.2 A submission to the Finance Divisior/Department for a
Supplementary Grant will not be accepted unless the excessisdueto a
cause beyond the control of the spending entity concerned and
expenditure cannot be legitimately postponed.

3.3.13.3  Expenditure on new services or programsin which no provisonin
the budget has been made will not normally be admitted asa
Supplementary Grant and should be met from savings.

3.3.13.4 The Finance Divisorn/Department will need to give their consent
for the Supplementary Grant application. However, the
Supplementary Grant application can only be approved by the
Nationd Assembly/Provincid Assembly during the budgetary cycle for
the following year. Expenditure during the interim period in respect of
the additiona appropriation applied for through the Supplementary
Grant gpplication commencing from the MoF/FD’ s consent to the
gpprova by the National Assembly / Provincid Assembly will be
governed by MoF/FD circulation and standing ordersissued from time
totime

3.3.14 Review

3.3.14.1 Anannud statement of expenditures against budget
(appropriation), referred to as the Annual Appropriation Accounts, is
prepared and published by the Accountant Generd Pakistan Revenues
and respective provincid Accountant Generds. All the self-accounting
entities prepare and publish their own Annua Appropriation Accounts,
duly certified by the DGs of Audit.

3.3.14.2 Thisreport must provide, for the whole financid year just
completed:

a comparison of actud expenditure with origind and
supplementary budget.
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details of excesses and surrenders and supporting explanatory
notes (as provided by spending divisons and departments)

comparison of actua expenditure with previous year actud.

Thisinformation will be provided for each grant, down to minor
function and object leve.

3.3.14.3 Thereview process dso includes the auditing function, which may
be both externa (i.e. by the Auditor Generd’ s Department) and
internd (by the minigtry or department itsdlf). Internd review
processes may assess performance againgt budget, and achievement of
planning objectives againg financia and non-financid performance
measures.

3.3.14.4 The Public Accounts Committee should investigate those casesin
which aminigtry or department has incurred a materia deviation from
budget and make recommendations to the National/Provincia
Assembly. The Nationa/Provincid Assembly approve the materid
deviations from budget recommended by the Public Accounts
Committee (excess expenditures) and publish the approvd in the form
of an Excess Budget Statement.

3.3.14.5 Information and feedback obtained from the above review
processes will be used in developing next years budget, thus
completing the budgetary cycle (Direction 3.3.5.3).
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34  Specific Budgetary Procedures
3.4.1 Introduction

3.4.1.1 Thissection discusses specific agpects of the budgeting process that
need to be considered in addition to the Detailed Procedures set out in
the previous section.

34.2 Charged Expenditures

3.4.2.1 Artide 81 of the Condtitution sets out those items which areto be
charged upon the Federd Consolidated Fund. Similarly, Article 121
of the Condtitution sets out related items to be charged upon the
Provincia Consolidated Fund and is broadly in line with the above.
Theseitemsare;

the remuneration payable to the President and other expenditure
relaing to his office

remuneration payable to the Judges of the Supreme Court, the
Chief Election Commissioner, the Chairman and Deputy Chairman,
the Speaker and Deputy Speaker of the Nationd Assembly and the
Auditor General

the adminigtrative expenses of the above offices

al debt charges for which the Federa Government isliable
including interest, repayment of capital and other expenditure
connected with the raising of loans, and the servicing and
redemption of debt onthe security of the Federal Consolidated
Fund

any sums required to satisfy any judgements, decrees or awards
againgt Pakistan by any court

any other sums declared by the Congtitution or by Act of
Parliament to be so charged (e.g. Wafagi Mohtasib).
34.3 Centrally provided for expenditures

3.4.3.1 Thefollowing expenditures shal be centraly provided for by the
Accountant Genera under ingtructions issued by the Government.
These estimates are to be submitted to the Finance
Divison/Department by the prescribed date for indusonin the Annud
Budget Statement:
expenditure on pensions
GP fund expenditures

|oans and advances
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interest on miscellaneous debts.
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4 Expenditures
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4.1 I ntroduction

4.1.1.1 Thischapter describesthe policies, accounting treatment and
procedures to be applied for expenditures, and all stages of
expenditure processing. The chapter aso includes procedures for
specific types of expenditure.

4.1.1.2 Thepoliciesinclude both generd policies and accounting policies
which apply to dl forms of expenditure and payment processes.

4.1.1.3 The accounting trestment details the records which need to be
maintained for complete and accurate recording of expenditures and
the appropriate double entries for recording the transactionsin the
genera ledger.

4.1.1.4 Basedon these palicies, the Detailed Procedures for expenditure
transactions are then set out.

4.1.1.5 Moredetaled policy and procedures for the following types of
expenditure are then provided:

salaries and wages
pensions

GP fund

contractor/works payments
loans and advances

grants-in-aid and contributions.

4.1.1.6 Thefina section of the chapter addresses the maintenance of
permanent accounting records, required to correctly make sdary and
other employee related payments.

4.1.1.7 This chapter cover expenditures relating to the Consolidated Fund
only. Expendituresrelating to fixed assats and Public Account are
covered in chapters 13 and 14 of the APPM, respectively.

4.1.1.8 This chapter does not cover non-accounting procedures or
regulations. Also, detailed personnd and financia procedures are not
covered here, asthey are currently provided under the relevant Rules
and Standing Orders, ESTA Codes, Civil Establishment Code and
Fundamenta and Supplementary Rules, issued by the
Establishment/Finance Divison from timeto time.

4.1.1.9 All source documents and accounting records prepared in DDO,
DAO, AG/AGPR office and specified in this chapter are to be
recorded (written) in English.
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4.2 General Policies
421 Overview

4.2.1.1 ‘Expenditure isaterm commonly used to describe the consumption
of economic resources within an entity. As st out in the Manud of
Accounting Principles, expenditure will be accounted for on a cash or
as committed basis.

4.2.1.2 Thefollowing key steps are required to be followed in all
expenditure transactions:

sanction of expenditure
preparation of claim voucher (bill) for payment (except for sdaries
and wages)

gpprova of expenditure
registration of purchase order/clam voucher
certification (pre-audit) of dams
authorisation of payment
issue of payment

recording of expenditure in the accounting records.

4.2.2 Sanction of expenditure

4.2.2.1 Every expenditure must be sanctioned by an officer of the
Government who has the authority to approve proposas to incur
expenditures (including enter into commitments) on behdf of the
Government and who shadl be deemed to be the Sanctioning Officer.
The Sanctioning Officer’ s authorities are set out in the * Delegation of
Financid Power under the Financid Rules’ issued by the Minigtry of
Finance/Finance Department.

4.2.2.2 Officersholding authority to approve expenditure proposals must be
held responsible for the exercise of due care and diligence, and should
not incur expenditure (or enter into commitment) in excess of the
amount appropriated by the National or Provincid Assembly.

4.2.2.3 The sanction process comprises two functions, namely a Budget
Availability Review and the raising of a Purchase Order. The Budget
Avallability Review will be performed for al expenditures, whereas
Purchase Orders will be raised for contingent expenditures only.
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4.2.3 Budget availability review function

424

425

4.2.6

4.2.3.1 Thebudget avalability review function involves assessng whether
the expenditure or commitment entered into:

is provided in the Schedule of Authorised Expenditure
is provided for in a Supplementary Grant.

4.2.3.2 A budget availability review clearance form (form 4AA) will be
prepared following this function and gpproved by an officer who has
the authority to incur the expenditure.

Purchase order function

4.2.4.1 A sequentially numbered purchase order (form 4A) shal be raised
for dl contingent expenditures (excluding salaries and utilities etc.) by
the department/entity.

4.2.4.2 Purchase orders shdl be approved by the officer who has authority
to incur expenditure.

4.2.4.3 Thebudget availability review clearance form and purchase order
(where gpplicable) will represent the sanction for the expenditure and
must be sent to the rdlevant DAO/AG/AGPR office.

Voucher preparation for claims above the specified limit

4.25.1 A precribed clam voucher form (bill) (form 4B) must be prepared
by theincurring officer for supplies, services rendered and work done
under a contract or other arrangement over the specified limit.

4.2.5.2 A duplicate clam voucher must not be issued except where the
origina has been lost or destroyed. Also refer to FTR 145 (chapter |
of Part V) for detailed ingructions on this matter.

4.2.5.3 Traveling expense clams should be accompanied by al prescribed
recaipts. Travdling clams should be submitted within one month of
the completion of journey.

Approval of expenditure

4.2.6.1 Every dam voucher (bill) must be approved by an officer (other
thanthe sanctioning officer and who shdl be different from the DDO)
within the entity incurring the expenditure, in accordance with
procedures set out in section 4.5.4. The gpproving officer will be held
persondly respongble for the correctness of dl claim vouchers bearing
his’her sgnature.
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4.2.6.2 Theapproving officer must ensure that for the expenditure being
claimed, an approved purchase order (where applicable) was
previoudy raised and a copy is attached to the claim voucher.

4.2.7 Certification (pre-audit) of expenditure

4.2.7.1 Every dam voucher (bill) must be certified by an officer in the
reevant District Account Office/Accountant Generd
Office/Accountant Generd Pakistan Revenue Office and who shdl be
deemed to be the certifying officer.

4.2.7.2 The certification (pre-audit) process comprises two functions;
namely a verification function and an audit function. For claims above
acertain threshold, as set by the Ministry of Finance/Auditor-Generd,
both functions of the certification process shdl be carried out.
Conversdy for clams below the set threshold, only the verification
function will need to be performed.

4.2.7.3 Theveificaion function involves,

the certifying officer ensuring that the claim voucher has been duly
approved by a delegated approving officer in the entity

the cartifying officer verifying the vdidity of the dam voucher, in
accordance with procedures set out in section 4.5.5, and ensure it
correctly identifies the account head to which payment will be
charged

the certifying officer initidly checking thet the funds are available to
make the relevant payment.

4.2.7.4 Theaudit function involves,

scrutinising of the claim voucher to identify possible fraud and
irregularities that a reasonable person would be expected to
discover.

4.2.8 Authorisation of payment

4.2.8.1 Once certified (pre-audited), the claim voucher (bill) may then be
authorised for payment, by an officer in the Digtrict Account
officel/Accountant General office/Accountant General Pakistan
Revenue office and who shdl be deemed to be the certifying officer.

4.2.8.2 Theauthorising officer must not authorise aclaim unlessit has been
duly certified and sufficient funds are available in the concerned budget
head to make the payment.
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4.2.8.3 Theauthorising officer must not authorise those claim vouchers
which do not rdlate to hisher digtrict office or, for which awritten
direction has not been received from the Accountant Generd.

4.2.8.4 Thefunctions of the certifying officer and the authorising officer can
not be performed by the same person unless gpproved by the Auditor-
Generd.

I ssue of payment

4.29.1 Payment must only be made for those clams that have been duly
gpproved, certified and authorised.

4.2.9.2 All expenditures must be classified in accordance with the Chart of
Account, under the appropriate expenditure head.

4.2.9.3 No transaction exceeding the value of available funds can be passed
for payment. However, if the clam isinevitably payable under legd
contracts and insufficient funds exigt, the demand for payment may be
honoured. The authorisgng officer must report the metter to a
delegated authority before gpproving the clam. In such circumstances
the Principa Accounting Officer must take gppropriate actions to find
the extra funds for such payments.

4.2.9.4 Payment of gpproved clams must be made only to the clamant as
indicated on the claim voucher.

4.2.9.5 Only Government cheque books should be used when making
payments by cheque.

4.2.9.6 All cheques must be signed by two delegated officers. The cheque
signing officers should be independent of officers involved in voucher
certification, voucher authorisation and cheque preparation, unlessin
the exceptiond circumstances where the relevant DAO office is smal,
as gpproved by the Accountant Generd. Where the cheque amount is
below athreshold (as defined by the Auditor Generd), the Accountant
Genera can relax the provision and authorise only one delegated
officer to Sgn the cheque.

4.29.7 Evey officer authorised to draw cheques or Sign or countersign
cheques, must send a specimen of his’her signature to the designated
bank branch through the Accountant Generd (or his delegated officer)
whose specimen signature is dready with that bank branch. This
officer must countersign the signature of the new officer. When such
an officer gives higher charge to another dofficer, he/she mugt likewise
send a specimen of the signature of the relieving officer to the bank.
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4.2.9.8 When an authorised cheque signatory vacates hisher position, the
next higher officer must immediately advise the designated bank branch
and the Accountant Generd.

4.2.9.9 Chegue payments should be released to the payee or persondly
collected by the payee or his authorised agent. Cheque payments
made by registered post should have cheque envel opes bearing a
direction to return the unclaimed cheque (i.e. unclamed post) to the

issuing department.
4.2.10 Useof imprest account - for expenditures below the specified limit

4.2.10.1 All expenditures below the specified limit (as advised by the MoF)
should be made through an imprest account (petty cash account). A
petty cash book must be maintained by a delegated officer (Drawing
and Disbursing Officer) in the entity responsible for the petty cash
account.

4.2.10.2 Each entity should maintain an imprest account by drawing a
cheque in the name of the respective DDO each month, of the amount
required to re-establish the origind imprest (in accordance with GFR
132).

4.2.10.3 Origina vouchers above Rs. 200 must be produced to support the
clam for rembursement. The Minigtry of Finance, in consultation with
the Principal Accounting Officer (PAO) of the entity should set the
limit of the imprest so that it requires rembursement &t least once a
month, having due regard to the size of the department and the
percentage of the imprest limit required to be spent before a
reimbursement claim can be submitted.

4.2.10.4 During the month, petty cash payments will be made out of this
imprest account, againg valid petty cash vouchers submitted to the
DDO.

4.2.10.5 Thisaccount must dways bdance a any point intimei.e. totas of
al vaid petty cash vouchers plus amount Ieft in the imprest account
should equd the vaue of the origind imprest float.

4211 Payment from banksand post office

4.2.11.1 Only the State Bank of Pakistan (SBP) and the Nationa Bank of
Pakigan (NBP) acting as its agent, will be the officid bank from which
payments will be made.

4.2.11.2 No payment should be paid through post offices (post- bank)
except pension payment where authorised by the Federd/Provincid
Government.
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4.2.12 Stop payment and replacement cheque

4.2.12.1 A stop payment notice is a specific direction given by the cheque
signatory officer to the bank on which that cheque was drawn requiring
it to refuse to pay the cheque when presented. This mechanism may
be used to protect the interests of both the Government and the payee;
for example, where achequeis not received by the payeg or islost or
golen.

4.2.12.2 A replacement cheque will only be issued to the concerned payee
if the original cheque has been stopped by the cheque sgnatory officer
(by giving stop payment natice to the bank) and the bank’ swritten
acknowledgement has been obtained.

4.2.13 Unclaimed and stale cheques

4.2.13.1 If acheque has not been claimed or has not been presented and
paid within the valid period (as advised by the MoF), it is stde and
may not be negotiated.

4.2.13.2 A new chegue shdl only beissued when the stale chequeis
returned (deposited) by the payee of the cheque to the concerned
DAO/AG/AGPR. Theald cheque shall be marked ‘cancdlled’ and a
new cheque shdl be issued in accordance with section 4.2.9.

4.2.13.3 After the vaidity period has expired, the amount must be
transferred into an “undamed money account” within the Public
Account. Such unclaimed amount will be cleared after three years
and transferred to the Consolidated Fund.

4214 Arrearsclaims

4.2.14.1 Only those dams againg the government raised within sx months
of their becoming due can be presented without prior authority from
the Accountant General. Thisrule does not gpply to payments of
claims on account of pensions (see Section 4.7.9), nor to payments of
interest on government securities or any other type of payments which
are governed by specid rules or orders by the Government.

4.2.14.2 Clamsof government employeesto arrears of pay or alowances
shdl be dedlt in accordance with rules given in the Generd Financid
Rules (GFR).

4.2.15 Payment for suppliesin advance

4.2.15.1 Payment must not be madein advance unlessit isrequired by the
agreement with the supplier and supported by a bank guarantee for the
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vaue of the advance. An agreement of that type must not be entered
into merdly to avoidthe lgpsing of an appropriation.

4.2.15.2 Officers should ensure that before agreeing to make an advance
payment or enter into ainterim payment arrangement, approva from
an officer, as specified by the Delegation of Financid Powers, is
obtained.

4.2.15.3 Where an advance payment is made, the entity should ensure that
adequate steps are taken to protect the public money. The intended
purpose of the advance payment should be stipulated clearly in the
contract.
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4.3  Accounting Policies
431 Mode of payment

4.3.1.1 All expenditures gpart from the following and those met from
imprest account will be paid through cheque:

inter-government transfers (see Chapter 12)
certain sdaries payments (see Section 4.6)
certain pension payments (see Section 4.7)
GP Fund payments (see Section 4.8).

4.3.2 Recognition of expenditure

4.3.2.1 Where payment is made by cheque, expenditure will be recognised
and recorded in accounts of the Government on the date the cheque is
issued.

4.3.2.2 Inthe case of inter-government transfers, expenditure will be
recognised on the date the transfer is made by the transferor.

4.3.2.3 For direct paymentsinto a Government employee’ s bank account,
expenditure will be recognised on the date the payment adviceis
issued by the DAO/AG/AGPR office to the bank.

4.3.2.4 For repayment of loans and other direct payments by the SBP,
expenditure will be recognised on the date advised by the SBP to the
AG/AGPR office.

4.3.2.5 Inthe case of payments made from imprest monies, the expenditure
will be recognised when the required claim vouchers are submitted and
the imprest account reimbursed.

4.3.2.6 Thefinancid year to which a payment should be charged is
determined by the date on which a cheque or payment advice is
issued.

4.3.3 Commitment accounting

4.3.3.1 To ensure the matching of expenditure against gppropriations, the
cash basis of accounting has been modified to recognise some items of
expenditure on acommitment basis.

4.3.3.2 Commitments are used to control large and non-regular
expenditures against gppropriation, and need not be recorded for
immaterid expenditure of arecurring nature. Commitments will be
accounted for on amemorandum bas's.
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4.3.3.3 Thefollowing criteriashdl be applied when determining and
recognisng a commitment:
avalid purchase order is raised and, where gpplicable, a purchase
contract (lega undertaking or legdly binding) has been entered with
the supplier. The amount involved should be clearly mentioned in
the purchase order/contract

the officer in accordance with the Delegation of Financid Powers
(who shdl deemed to be the approving officer) has authorised the
commitment

the amount involved (expenditure) is above Rs 10,000 or 10% of
total budget head, whichever is higher

exclude the following types of payments:
- sdaies and related deductions

- pension

- GPfund

- loans and advances to employees.

4.3.3.4 Once acommitment is entered into and approved by the del egated
authority (approving officer), it must be recorded by the DDO.

4.3.3.5 Commitments shdl only be raised for those expenditures expected
to be paid for in the current financia year.

4.3.3.6 A commitment advice form (form 4C) must be completed by the
DDO and after approva by the delegated authority (approving
officer), theform shdl be sent to the DAO/AG/AGPR office dong
with the rlevant purchase order (which isin sequentia order as set out
insection 4.2.4). A copy of any contract/agreement shal aso be sent
with the commitment advice form.

4.3.3.7 Exceptasset outindirection 4.3.3.8, acommitment, once
recorded, must not be reversed unless:

payment has been made, or

the purchase order or other legaly binding contract has been
cancelled and the same delegated authority entering into the
commitment has approved the reversd.

4.3.3.8 Atthecloseof thefinancid year dl outstanding commitments made
during that year are duly scrutinised by the AG/MoF and provision
made in the next year’ s gppropriation (through supplementary budget
process, as set out in chapter 3) to alow for the reinstatement of vaid
commitments in the next financid year.
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434

435

4.3.6

4.3.7

438

4.3.3.9 Commitments which are not renewed are cancdlled.
Validity period for issued cheques

4.3.4.1 Onceachegueisissued it will only be vaid for encashment within
such aperiod as directed by the MoF. The validity period for issued
cheques shal be congstent throughout Pakistan.

Deductions against payment

4.3.5.1 Deductions made againg claim (e.g. withholding tax, security,
adjustment of advances, pendties etc.) shal be carried out at the time
of making the payment in accordance with amount as identified on the
clam voucher and as per relevant rules.

Currency
4.3.6.1 All expenditures must be measured in Pakistani Rupess.
Setting-off of expendituresand receipts

4.3.7.1 No expenditure should be paid from or against any Consolidated
Fund receipts collected or received by a department/entity, except
where provided under the law.

4.3.7.2 Except assat out in section 4.3.8, dl expenditures must be recorded
on gross basis and shdl not be wholly or partly offset with receipts.

Refunds paid

4.3.8.1 All refunds as aresult of policy decision shdl betrested as
expenditure and shal only be paid against approved budget head.
Where arefund is unplanned i.e. due to error or omission, it will be
recorded as a reduction to the relevant receipt head.

4.3.8.2 Refunds pad for arecdpt previoudy recognised in the current
financia year will be adjusted to reflect the correct leve of revenue,
that is, asreduction in revenue. The gppropriate ‘refunds account in
the revenue section of the chart of accounts shall beused. The
payment of refunds shal be in accordance with the procedures laid
down in this Chapter.

4.3.8.3 If arefund paid reatesto a prior financid year, it shal be recognised
as an expense in the current financid year.
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439 Summary of accounting policies

4.3.9.1 Thefollowingisasummary of the accounting policiesin respect of

the mgjor categories of expenditure:

Category of expenditure

. Contingent/
Salaries and contractor loans and pension GP fund
allowances . advances payments
expenditures
grade V below less t_h_an abo_v_e
specified specified
and above grade V S .
limit limit
I
|
Mode of payment
!
|
I
direct credit cheque imprest cheque
made out to| .
or cheque . account made out tq . direct
DDO: C . as for salaries .
made out to| . maintained supplier/ credit
disburse to
employee by DDO contractor
employees
Point of expenditure recognition
date
cheque date date of date
issued or reimburs- date cheque issued or date direct credit
) . cheque cheque S
direct credit ; ement to ; advice issued
. issued : issued
advise imprest
issued
H
i
i
i
Reference in this chapter
!
1
I
Sections Sections Section
Section 4.6 Section 4.6 4.2.8 4.5.3 Section 4.7 Section 4.8
4.10
4.5.8 4.9
Issued: 13-Feb-9 Page4.16 Appmexpn.doc



Accounting Policies and Procedures Manua Expenditures

4.4  Accounting for Expenditures

441

442

Budget and commitment accounting records

4.4.1.1 Appropriation Control Register - A section to record
commitments will be maintained within the Appropriation Control
Regigter (form 4D) by the authorising officer in the DAO/AGPR/AG
office. On receiving the commitment advice form from the DDO, the
authorising officer must record the commitment in thisregister.

4.4.1.2 When the dam voucher rdating to acommitment previoudy entered
into by the department/entity is received by the authorising officer,
he/she must reverse the origind commitment entry in the commitment
section of the Appropriation Control Register upon authorising

payment.

Recording of expenditure (Appropriation Control Register)

4.4.2.1 Appropriation control is defined here as ‘alocated budget less
payments . Whereas funds available is defined as ‘ dlocated budget
less payments and commitments .

4.4.2.2 Thefollowing shdl be recorded in relation to expenditure
transactions within the Appropriation Control Register.

4.4.2.3 Egablishment of appropriation - the following shal be carried
out to record the gppropriation againgt the relevant appropriation
control within the Appropriation Control Register:

Update Fundsavailable (- )
Update Appropriation control (- )

[to record the recognition of appropriation upon release by MoF]

4.4.2.4 Expenditurewith commitment - The following shal be recorded,
where a commitment is established:

Update Fundsavailable ()
Update Commitment (- )

[to record the setting up of commitment]

Update Approprigtion control ()
Update Commitment ()

[to record the actud expenditure and reversing of commitment, upon
issue of payment]
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4.4.25 Expenditurewithout commitment - the following shal be
recorded, where a commitment has not been established:

Update Funds available ()
Update Appropriation control ()

[to record the actua expenditure, upon issue of payment]

4.4.2.6 Cancdlation of issued payment - where an issued payment has
been stopped and cancelled, the following entry will be madein the
Appropriation Control Register:

Update Fundsavailable (- )
Update Appropriation control ( - )

[to record re-establishment of available funds where cheque has been
issued and subsequently cancdlled]. If the cancelled payment related
to aprior commitment, then the commitment should aso be re-
edtablished as per the firgt entry shown in Direction 4.4.2.4.

4.4.2.7 Cancdlation of commitment at year end - where acommitment
iscancelled & the end of the financid year, the following entry will be
made in the Appropriation Control Regigter:

Update Fundsavailable (- )
Update Appropriation control (- )

[to record re-establishment of available funds where commitment has
been cancelled].

443 Summary of entriesto Appropriation Control Register

Appropriation Commitment | Funds
Control Available

1) Establish
funds - -

2) Enter
commitment -

3) Make
payment (with
commitment)
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4) Make
payment
(without
commitment)

444 Manual accounting records

4.4.4.1 Thefollowing primary books of account must be maintained by the
account section of the Didtrict Account office, the Accountant General
office and the Accountant Generdl Pakistan Revenue office.

4.4.4.2 SublLedger - Once apayment or related adjustment is made, each
transaction shdl be recorded in the “ Sub Ledger” against account
heads prescribed in the Chart of Accounts. The delegated officer must
enter the following detals in this Sub Ledger:

date

payment reference (e.g. cheque number)
payment description

account (as per Chart of Accounts)
DDO reference

amount in Rupees.

The delegated officer must totd this Sub Ledger at the end of each day
and post the daily totals, by account code, to the “ General Ledger”.

4.4.4.3 Abgract - Inamanua accounting system, in order to obtain details
from the Sub Ledger in an dternative order (e.g. expenditure by DDO,
by account code) or to consolidate information for reporting purposes,
it is necessary to prepare an abstract as a supplement to the Sub
Ledger.

4444 General Ledger - The Generd Ledger must record dl
expenditures and receipts on adaily totalsbasis. The daily totals of
expenditure (by account code) from the Sub Ledger (in a manud
accounting system via abgract) must be entered in this Ledger. Details
must include:

date
account (as per Chart of Account)
account description

amount in Rupees.
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445 Computerised accounting records

4.45.1 Inthe computerised system the delegated officer in the account
section of the Digtrict Account office or the Accountant Generd office
must enter the claim and payment details into the computer system
against the appropriate expenditure head code (account code), as set
out in the Chart of Accounts.

4.4.6 Accounting entriesfor expenditure (General Ledger)

4.4.6.1 Thejournd entriesin this section will be made to record expenditure
related transactions in the General Ledger (regardless of whether a
commitment is established).

4.4.6.2 Expenditure - thefollowing double entries will be made for
expenditures:

Dr Expenditure head account
Cr Cheque clearing account

[to record the amount charged to the relevant expenditure head. This
entry shdl be recorded in the Genera Ledger on the dete the cheque is

issued]

Dr Cheque dlearing account
Cr Bank account

[to record the amount cleared from the bank account. Thiswill be the
date as per the Bank Return]

4.4.6.3 Cancellation of expenditure- where an issued cheque has been
stopped and cancedled by the cheque issuing authority, the following
double entry shal be made:

Dr Cheque clearing account
Cr Expenditure head account

[to record cancellation of expenditure]

4.4.6.4 Unclaimed monies- where cheques are not cleared from the bank
account within the prescribed period and are unclaimed, the above
double entry shdl be:

Dr Cheque clearing account
Cr Unclaimed money account
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[to record unclaimed cheques transferred to unclaimed money account
within the Public Account]

Dr Unclaimed money account
Cr Bark account

[to record the amount paid from the bank account where the unclaimed
money is subsequently claimed]

Dr Unclaimed money account
Cr Other income account

[to record transfer of amount from the unclaimed money account
(Public Account) to the other income account (Consolidated Fund)
after three years)

4.4.6.5 Refund - where arefund has been paid, the following double entry

shdll be made:

Dr Refunds account (revenue)
Cr Cheque clearing account

[to record refunds paid against a specified ‘refunds account (or asa
debit to revenue]

Dr Cheque clearing account
Cr Bank account

[to record the amount cleared from the bank account. Thiswill be the
date as per the Bank Return|

4.4.6.6 Petty cash expenditure- The double entries shdl be:

Dr Petty cash account
Cr Cheque clearing account

[to establish the petty cash floa]

Dr Cheque clearing account
Cr Bank account

[to record the amount cleared from the bank account. Thiswill be the
date as per the Bank Return]

Dr Expenditure
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Cr Petty cash account

[to record expenditure on receipts of petty cash vouchers (made
smultaneoudy with next entry)]

Dr Petty cash account
Cr Cheque clearing account

[to reimburse the origind petty cash float (made s multaneoudy with
aboveentry)]
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45 Detailed Procedures

451

Introduction

45.1.1 Thissection describes the key controls and associated
responghilities for expenditure processing. The processing of
expenditures must comply with the directions laid down in previous
sections of this chapter.

45.1.2 Thissection sets out the procedures to be followed in relation to
generd expenditures of a department/entity. Procedures for specific
types of expenditures are covered from Section 4.6 t04.12.

4.5.1.3 Thefollowing key internd controls must be observed in expenditure
processing:

asequentialy numbered purchase order shdl be raised by each
DDO for dl contingent expenditures to be incurred

al clam vouchers (bills) shdl be approved by a del egated officer
within the department/entity

dl dam vouchers (bills) shdl be certified by a certifying officer and

authorised for payment by an authorised officer in the Didtrict

Accounts or the Accountant Genera office

the cheque signing officers shal be independent of officersinvolved
in voucher certification, voucher authorisation and cheque
preparation

al chegques shdl be made out only to the claimant as indicated on
the daim voucher (bill)

al cheques shdl be sent by registered post or other secur e means
to the payee

the daily totas as per Daily Advice Note (DAN), (prepared from
the Cheque Regigter) must be reconciled with the daily
expenditures recorded in the Sub Ledger/Abstract

aregular bank reconciliation must be performed (Chapter 6)

periodical financia reports must be produced and monitored by a
delegated authority (Chapter 7)

accounting records of expenditure in the DAO/AG/AGPR must be
reconciled with each DDO on a monthly basis.
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452 Expenditure processng flowchart

Incurring Officer

If claim is not
approved
Approving officer within
theentity >
[fclaimis
Claim voucher sent
0 DACIAGIAGPR for approved
authorisaton of
payment
Sent back
Update o
Claim Approving
Certifying officer Register officer
Certify claim If claimis rejected
Sent back
[}
(] cering
Authorising officer [ﬂ oficer
If claimis rejected
Authorises claim
for payment
Upde Budget
Head Register
]
Delegated officer [H
Cheque is prepared Updee Cheque Prepare Daly Adice Note
Register andsento harks
'
Delegated officers (] mmmmﬂm
(cheque signatory) IH offcers
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453 Voucher preparation for claimsabove the specified limit

45.3.1 All officers making an expenditure clam above the specified limit
shdl complete the claim voucher form (bill) (form 4B). All sections of
the clam voucher form shdl be completed in full. Thefolowing details
must be shown on the clam voucher:

details of the officer making the daim

the name of the supplier with National Tax Number (NTN) and
full postal address. In case of partnership, companies, association,
societies, etc., the regigered title

actud dates of supply or periods of service and the location and
nature of service or work in respect of which expenditureis
incurred. Each clam should be accompanied by al necessary
supporting documentation

an account number and the name of the expenditure head to which
payment will be charged

areference number of the contract account, or other registers as
the case may be

for paymentsin respect of contracts for buildings, works and
sarvices, the full amount of the contract and progress payments
supported by certificates given by the relevant engineer, architect or
other delegated officer as the vaue of work completed

deductions made (e.g. withholding tax, security, adjustment of
advances etc.)

acopy (2" copy) of the sequentia purchase order attached to the
clam voucher.

4.5.3.2 All dam vouchers shdl beissued by the department/entity with a
unique sequential voucher number. This shal incorporate a reference
number for the particular department/entity (the DDO). The DDO
must account for any ‘gaps’ in the sequentia number series.

4.5.3.3 The officer making the clam shdl provide a atement that the
supplies have been received in good order and condition and have
been entered in the assets/stock register, and/or the services have been
satisfectorily carried out, as provided for in the contract or purchase
order.

This shdl not apply in circumstances when a deposit or payment in
advance as a condition of fulfilling a contract, is unavoidable.
Unavoidable payments in advance include trave tickets, subscriptions
and various agpplication fees and deposits which are normally prepaid.
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Prior gpprova of such expenditure, by adelegated officer, is il
required and must be accompanied by a certification that payment in
advance is necessary and unavoidable because of the nature or terms
or conditions of the contract for the supply of goods/services. Inthese
cases, the following additiona procedures must be foll owed:

the claim voucher must be prominently samped “PAID IN
ADVANCE’

the delivery of outstanding goods and services should be followed
up & regular intervals by the department/entity.

4.5.3.4 Where aduplicate clam voucher isissued, it shdl have the word
“DUPLICATE" written or samped prominently upon the face of the
voucher. The duplicate claim voucher shdl dso have reference to the
origina claim voucher. Where a duplicate clam voucher isissued, the
officer shall Sate the reasonsfor itsissue.

4.5.3.5 Where payment relates to a commitment previoudy entered into by
the entity, the daim voucher shdl give reference detailsto the
commitment advice form aready sent by the DDO to the
DAO/AG/AGPR office (also see Section 4.3.3).

45.3.6 Paticularsentered on dl clam vouchers shdl be typed or written in
ink, and be free from erasures. Where an dteration is found to be
necessary, the word or figure shal be ruled through and the correction
meade. All such dterations shdl beinitidled by the officer making the
clam. Where there are numerous dterations a fresh claim voucher
shdl be prepared and the origind clam voucher shdl be cancdled and
filed by the officer.

4.5.3.7 The clam voucher shdl then be presented to a delegated officer,
within the same department/entity, for gpproval.

454 Approval of expenditure

45.4.1 Theapproving officer shal approve the clam voucher (bill) if
satisfied that payment can be made under hisher ddlegated financid

powers.

45.4.2 Theapproving officer shal review the clam voucher and dl relevant
supporting documents, including the authorised purchase order.

454.3 Every ddegated officer who goproves aclam shdl have an “ Officid
Stamp” for that department/entity. The delegated officer shdl put the
officiad stamp on the dlaim voucher once he/she gpproves the dam for
payment.
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455

45.4.4 Theapproving officer shal ensure that the account to which the
voucher isto be charged is correct and is shown on the face of each
voucher.

45.4.5 Theapproving officer shal ensure that the service or supply has
been performed or received, or, where it is necessary to pay in
advance, the payment is properly due.

4.5.4.6 If the gpproving officer is not stisfied with the daim he/she shdl not
approve the expenditure and return the claim voucher and any
supporting documents to the officer who prepared the claim, with
written reasons for refusal.

4.5.4.7 Oncethe officer who prepared the claim rectifies the reasons for
refusal, he/she can re- present the claim to the gpproving officer for
approval.

4.5.4.8 If the goproving officer is satisfied with the cdlaim, he/she shdl sgn
the origina claim voucher and initid al documents supporting the
clam. Thisshdl indicate the capacity in which the gpproving officer
has sgned and the date of sgning.

45.4.9 Thegpproving officer shal send the following documents aong with
the origind claim voucher to the rdevant DAO/AG/AGPR office.
origind approved purchase order

attested copy of approved contract with the supplier (where
goplicable)

origind gpproved hills (invoices) from the supplier.
Registration of purchase order/claim voucher

4551 A*“ClamRegige” (Bill Regiger) in DDO-wise order (form 4H)
shdl be kept by a ddegated officer in the office of the
DAO/AG/AGPR.

4.5.5.2 Whenasequentid purchase order is submitted to the
DAO/AG/AGPR, the delegated officer shal check the sequentia
number of the purchase order for the relevant DDO, by checking with
the Clam Regidter.

4.5.5.3 Wherethe sequential number of the purchase order isincorrect, the
delegated officer shal return the purchase order to the rlevant DDO.

4.5.5.4 TheDDO shdl resubmit the correct sequentia purchase order or
the reason for the missing pur chase order inwriting.
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4.5.6

4555 Wherethe sequentia number of the purchase order is correct, the
delegated officer shall enter the sequentid number in the Claim
Regiger and shdl forward the purchase order to the certifying officer.

4556 Whenacdam issubmitted (ar re-submitted) in the office of the
DAO/AG/AGPR, the delegated officer shal check the sequentid
number of the claim voucher for the rlevant DDO, by checking with
the Clam Regigter.

455.7 Wherethe sequentid number of the clam voucher isincorrect, the
delegated officer shall return the clam voucher to the rlevant DDO.

4.5.5.8 Wherethe sequentid number of the claim voucher is correct, the
delegated officer shall enter the sequentid number in the Claim
Regigter.

45.5.9 Theddegaed officer shal then giveitsown (i.e. DAO'S) unique
clam number, being the next sequentid number on the dam regigter.
The date the claim is received shdl be recorded in the clam regiger.
The delegated officer shdl then pass on the claim to the certifying
officer deding with that department/entity (DDO).

455.10 If adamisreturned to the officer who submitted the daim for any
reason, it shal be recorded in the claim register dong with the dateit is
returned to the department/entity.

Certification (pre-audit) of expenditure

4.5.6.1 Thecetifying officer shdl record details of thecdamin the
“Certification and Authorisation Register” (form 41).

4.5.6.2 The cetifying officer shdl certify the claim as per policieslaid down
in Section 4.2.7.

4.5.6.3 The cetifying officer shal ensure that:

the claims submitted to his’her office are vaid damsthat have
been duly approved and thereis no reason to believe that the
clams should not be pad

the clam voucher (bill) is complete, duly gpproved and signed by
the delegated officer of the entity

the claim voucher (bill) has the proper officia slamp on it
supporting documents accompanying the claim are vaid, duly
gpproved and signed by the delegated officer

the delegated officer who has approved and signed the voucher
and supporting documents, is an officer authorised to approve such
clamswithin that entity and has not exceeded higher authority
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the claim must not have been previoudy paid (especidly in respect
of cdlamsissued on a duplicate voucher)

the dlam mugt identify the head of expenditure to which the
amount is chargesble.

45.6.4 Thecertifying officer shall check the 2™ copy of the purchase order,
sent along with the claim voucher, to the purchase order previoudy
sent. If the two copies of the purchase order do not agree, the officer
shdl rgect the claim voucher.

4.5.6.5 If the certifying officer requires additiona information or documents,
he/she shdl obtain them from the department/entity.

45.6.6 Where the certifying officer is not satisfied with the claim, the officer
shdl not gpprove it and refer the claim to hisher next higher authority
aong with higher specific observations.

4.5.6.7 Onrgection the officer shal return the claim voucher and al
supporting documents to the concern DDO, with written reasons for
refusad. The dam voucher shal be endorsed as rejected.

4.5.6.8 The cetifying officer shdl only entertain such rejected daims where
the approving officer provides written explanation in support of the
dam.

4.5.6.9 Oncethe certifying officer is stisfied with the clam, he/she shdl Sgn
and date the claim voucher, update the Certification and Authorisation
Regiger and pass on the claim to the authorising officer.

45.6.10 When the certifying officer receives the purchase order, with or
without a commitment advice form, the officer shal review the
purchase order, in light with the commitment criteriaas set out in
section 4.3.3, to certify whether or not acommitment is properly
raised by the DDO.

45.6.11 Incaseswhere acommitment advice is sent with the purchase
order and the certifying officer disagrees with the DDO in relation to
commitment, the officer shdl communicate with the DDO and resolve
any disagreemen.

45.6.12 Incaseswhere acommitment advice is not sent with the purchase
order and the certifying officer feds (in accordance with the
commitment criterid) that a commitment needs to be set up, the officer
shdl communicate with the DDO and resolve any disagreement.

45.6.13 Wherethe purchase order meets the commitment criteriaand the
certifying officer isin agreement with the DDO, the officer shdl sign the
commitment advice form and shdl passit on to the authorising officer.
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457 Authorisation of payment

457.1 Theauxhoriang officer shdl authorise the clam for payment as per
policieslaid downin Section 4.2.8.

4.5.7.2 Theauthorisng officer shdl ensure that the claim voucher (bill) bears
vaid evidence that preparation, gpprova and certification have been
properly carried out. This officer shal dso ensure funds are available
to make the payment, or enter the commitment, as the case may be.

4.5.7.3 If theauthorising officer is not stisfied with the dlaim, he/she shal
not authorise the payment and return the clam voucher and dl
supporting documents to the certifying officer who certified the claim,
with written reasons for refusa. The claim voucher shal be endorsed
as rejected.

45.7.4 If the catifying officer is ale to rectify the reasons for refusd, the
officer shdl rectify it and resubmit to the authorised officer. If the
certifying officer is not in the position to rectify the reasons for refusd,
he/she shdl return the claim voucher and al supporting documentsto
the officer who origindly submitted the dam to the office, with written
reasons for refusd.

4.5.7.5 Oncethe delegated officer in the department/entity rectifies the
reasons for refusd, the officer shdl re-submit the cdlaim to the office of
the DAO/AG/AGPR. The dam voucher shdl be given anew clam
number.

45.7.6 Where the authorising officer receives a commitment advice form
signed by the certifying officer, the authorisng officer shdl enter the
commitment in the “ Appropriation Control Register” (form 4D) in
accordance with section 4.4.2.

4.5.7.7 Where the authorising officer is stisfied with the dam voucher,
he/she shd| authorise the claim voucher for payment, sign and date the
Certification and Authorisation Register and pass on the claim voucher
to the relevant officer for theissue of a cheque. At the sametimethe
authorising officer shal update the Appropriation Control Register and
in doing o, reverse any commitments that may have been previoudy
established.

458 Preparation and dispatch of cheques

45.8.1 A deegated officer within the AG/IDAO/AGPR shdl prepare and
dispatch the cheque to the claimant as per policieslaid downin
Section 4.2.9, ‘Issue of payment’.
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459

4.5.8.2 All cheques must be serialy numbered and bear the identity of the
issuer’s office.

45.8.3 Cheguesshdl be ether typed or hand written. All cheques shdl be
drawn “to order” and shall be crossed and marked “Not Negotiable’,
except cheques drawn in the name of the DDO for imprest and for
sdariespad in cash.

4.5.8.4 Theamount payable shdl be expressed in both words and figures
on dl cheques.

4.5.85 Where hand written cheques are issued, the cheques shal not be
prepared or signed using pencil or erasable ink type pens.

4.5.8.6 Theddegated officer who prepares the cheque shal enter the
cheque detallsin the “ Cheque Regigter” (form 4J).

4.5.8.7 Itisresponghility of the cheque sgning officersto ensure that:

the cheque is not back-dated (i.e. given an earlier date than the
date on which it is prepared)

the amount and full name of payee of each cheque agreeswith the
amount and name of payee as shown on the authorised voucher for
payment

payment shall be evidenced on the claim voucher by starping the
clam voucher with the word “PAID” and the relevant details of the
payment, i.e. cheque number, date, amount paid as per cheque.

4.5.8.8 Beforeachequeisreeased to the payee, or personaly collected by
the payee or his authorised agent, it shall be recorded as ‘PAID’ in the
clam regigter dong with the dete it is posted to, or collected by, the

payee.
Expenditur e payments below the specified limit

45.9.1 All expenditures below the specified limit shal be paid by the DDO
through the imprest account and shadl follow directionsaslaid downin
Section 4.2.10.

4.5.9.2 Where petty cash advances are given from the imprest account, the
delegated officer responsible for imprest account, will make note of
such petty cash advances in the petty cash (imprest account) register
and ensure that vaid petty cash voucher are supplied againgt such
advances. The recipient of the advance shal sgn the petty cash
regiser.

4.5.9.3 TheDDO shdl submit an “imprest account clam” (form 4K) to the
DAO/AG/AGPR, dfter approva by adeegeated officer within the
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department/entity. This daim must be accompanied by dl origind
petty cash vouchers for amountsin excess of Rs. 200.

4.5.9.4 The proceduresfor recording clamsin the claim regigter,
certification of claim, authorisationfor payment and preparation and
dispatch of cheques shdl be same asindicated in previous sections.

4.5.9.5 Forimprest accounts, the cheque for rembursement is made out in
the name of the DDO, being the claimant of the imprest account claim.

45.10 Timingand priority of the claim

45.10.1 A ddegated officer in the office of the DAO/AG/AGPR shdl
monitor the timing of claims submitted to the office and ensure the
following:

clams, if not regjected or returned back to the department /entity,
are paid within 7 working days of recording in the claim register

priority is given to damsin view of their due date of payment and
the date on which dam is received by the DAO/AG/AGPR office.

45.11 Stop payment and replacement cheque

45.11.1 When acheque needs to be stopped, the delegated officer who
prepared the cheque shdl first determine whether the cheque has been
presented and paid by the bank on which the cheque was drawn, i.e.
can the stop be effective? If the cheque has not been paid, a stop
payment notice shal be lodged promptly with the bank. The bank’s
written acknowledgement must be obtained in such circumstances.

45.11.2 When payment of a chegue is stopped, the details shdl be
recorded in the cheque register.

45.11.3 If acheque payment is stopped or cancelled, the delegated officer
shdl reversethe origind expense entry in the Sub-ledger, and where
required, re-establish the previoudy raised commitment. Where the
stopped or cancelled cheque relates to prior year then the entry shdll
be reversed in accordance with policies laid down in section7.3 -

Y ear-end Accounting Policies of chapter 7 of thisManud.

45.11.4 Alsorefer to FTR rules 165 and 193 for rlevant government
ingtructions on this matter.

45.12 Unclaimed and stale cheques

45.12.1 If acheque payment is unclamed or stae, the delegated officer
shdl record the details in the cheque register, on the rdlevant claim
voucher and make the required adjustment in the Sub Ledger as st
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outin Direction 4.4.6.4. This provides an audit trail that enables
prompt payment if the money is subsequently claimed.

45.13 Daily Advice Noteto bank

45.13.1 Theddegated officer who prepares and dispatches the cheques
shall dso prepare a“ Daily Advice Note” (form 4L) from the cheque
register, once the cheque is signed by the cheque signatory officers and
beforeit is dispatched to the payee.

45.13.2 TheDaly Advice Noteis prepared on adaily basis and shall
include al cheque payments dispaiched on that day.

45.13.3 TheDaily Advice Note shal be sent to the designated bank branch
by the officer at the end of that day, to arrive a bank by 9 am next

working day.

4.5.13.4 A copy of the Dally Advice Note shdl be sent to the Account
Section on adaily bass.
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4.5.14 Recording, consolidation and reporting of expenditure flowchart
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45.15 Recording of expenditures

45.15.1 Onceachegueis dispatched to the payee, the claim voucher shdl
be forwarded to the Account Section of the DAO/AG/AGPR office.

4.5.15.2 Inthe Account Section, the delegated accounts officer shall record
details of expenditure, as stated on the claim voucher, in the Sub
Ledger as per directionslaid down in Section 4.4 “Accounting for
Expenditures”.

4.5.15.3 Once an expenditure is recorded the claim voucher and all
supporting documents shdl be filed by the accounts officer.

45.16 Consolidation of expenditures

45.16.1 Onthebasisof the Sub Ledger, the accounts officer shal prepare
an abgtract (form 4GG) which gives daily totals of expenditure entered
into the accounting system.

45.16.2 A ddegated officer in the Account Section of the DAO/AG/AGPR
office shdl consolidate the expenditures, on amonthly basis, from the
entriesin the Generd Ledger and include them in the Monthly
Accounts. Also refer to Section 4.4 * Accounting for Expenditures”.

45.17 Reporting of expenditures

45.17.1 The DAO/AG/AGPR office shdl prepare a monthly report
“Digbursement Confirmation Statement” (see section 4.2 of FRM)
from the daim register for eech DDO which gives detail of dams
submitted by the DDO and payment made againg the daims.

45.17.2 The DAO/AG/AGPR office shdl prepare aweekly report of all
outstanding clams and their status. Also refer to Chapter 7. ‘Financid
Reporting Procedures

4.5.17.3 All expenditures shall be reported to the Accountant Genera as
part of the Monthly Accounts prepared by the District Accounts
office/Sdf - accounting entities.

45.17.4 From the Monthly Accounts received from the District Accounts
offices/Sdf-accounting entities, the Accountant Generd shal produce
the Consolidated Monthly Accounts for the Provincid Government or
the Federa Government, as the case may be.

4.5.18 Reconciliation of expenditures

45181 Theddegated officer in the Account Section shall agree the
abgtract’ sdaily totals with the daily totas as per DAN, on adaily
basis.
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45.18.2 The ddegated officer in the Account Section of the
DAO/AG/AGPR office shdl reconcile expenditure with each DDO on
amonthly bass, based on the cheque register.

4.5.18.3 The Bank will send the “Bank Return” (along with paid cheques)
to the Account Section, where a delegated officer shal check the
Bank Return (and paid cheque) with the copy of the Daily Advice
Note. The officer shal investigate any item which is on Bank Return
but not on Dally Advice Note and vice versa

45.18.4 Theofficer in the Account Section shdl ensure that the Bank
Returns are received from the banks on daily basis. If not, the officer
shdl report to the Digtrict Account Officer/Accountant Generd.

4.5.185 Itemswhich are on Daily Advice Note but not on Bank Return
usualy represent “unpresented cheques’ and form part of monthly
bank reconciliation. These payments should be presented within the
vdidity period for issued cheques. If not, these payments are
trandferred to unclaimed money account as laid down in Sections
4.2.13and 4.5.12.

45.18.6 Theddegaed officer in the Account Section of the
DAO/AG/AGPR office shdl prepare a bank reconciliation aslaid
down in Chapter 6. The bank reconciliation will enable the
DAO/AG/AGPR to reconcile expenditure payments with the bank.

4.5.18.7 Oncethe ddegated officer in the Account Section isfinished with
the Bank Returns, they should be sent to the officer who prepared the
cheque. Thisofficer shal enter the details from the Bank Returnsinto
the Cheque Register and reconcile the cheques issued by the office
and cleared by the bank. A report of this reconciliation shal be sent to
the Account Section which should dso indicate those cheques which
are not yet cleared by the bank.

45.18.8 The deegated officer shal compare the Cheque Regigter with the
Authorisation Regigter to verify that the amount of cheques issued was
in accordance with the authorisation.
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Proceduresfor Specific Types of Payments

46  Salariesand Wages

46.1

4.6.2

4.6.3

I ntroduction

4.6.1.1 Thefollowing key internal controls must be observed in processing
of payral.

employees shall be paid by direct credit into their bank account
regardless of their grade level and may apply to be paid through the
cheque system

employees below grade V may elect to be paid in cash. Inthis
case, payment shdl be made in cash through the relevant DDO.
See Section 4.6.13 “Payment in cash to employee below grade V"

4.6.1.2 Thepowersin relation to creation and continuation of posts,
payment againgt such podts, dlowing increment or reductionin
employee’ s sdaries and regulating their perquisites are prescribed in
the rdevant financid and adminidrative rules.

Due date

4.6.2.1 Monthly sdaries and alowances of government employees shdl be
paid on the first working day of the follo wing cdendar month.

4.6.2.2 Theexceptiontothisruleisin rdation to public and fegtiva holidays
(eg. Eid holidays) for which reference shdl be made to FTR (rules
217 and 219) and the relevant government notifications.

Payment by direct credit

4.6.3.1 Thenorma rmethod of payment of monthly sdaries of dl
government employees shall be by credit transfer direct to abank
account nominated by the employee. Thisis the most secure and
economica method of payment, and it automaticaly ensures that
recipients have access to their sdlary on the due date. Moreover,
direct credit has tangible advantages, over payment by cheque or cash,
againg risks of theft or fraud.

4.6.3.2 To enable payroll payments to be made by direct credit, an
employee shdl make an gpplication (form 4X) to the DAO/AG/AGPR
nominating the account with a bank to which pays may be credited.
The gpplication shal specify the name and branch of the bank, the full
title of the nominated account and the account number.
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464

4.6.5

4.6.6

Payment by cheque

4.6.4.1 If payment is made by cheque, it should be handed over to the
employee against proper acknowledgement on the due date.

Deductions from salaries and wages

4.6.5.1 No deduction shal be made from sdaries or wages unless
prescribed by an Act or Statute or by any order of a Court of Law.
The deductions shdl be on the basis of rules or standing orders of the
Government.

4.6.5.2 Deductions shdl be made from employeeg’ s monthly pay in
accordance with the rules and regulations of GP Fund. The monthly
deduction is the same throughout a financid year. The GP Fund
monthly deductions of a subscriber shall be reported to the GP Fund
Section. Detailed procedures on GP Fund are covered in section 4.8
of this chapter.

4.6.5.3 Incometax deductions from the monthly pay shal be made dtrictly in
accordance with the relevant provisons of the Income Tax Ordinance,
1979 as modified from time to time and the rules, orders and
ingructions issued from time to time by the Centra Board of Revenue.

4.6.5.4 Other payroll deductions (e.g. house rent deductions, deductions for
loan and advances) shal be made in accordance with the rules and
regul ations governing the deduction.

4.6.5.5 Any changein employees dlowances and deductions shdl be
notified through the change statement to the DAO/AG/AGPR.

Transfers of employeesto other departmentsentities

4.6.6.1 Wherepracticad, transfers of staff should be made on aday
immediately following the due date of payment.

4.6.6.2 When an employeeistransferred, payment shal be charged to the
first department only to the date of transfer and payment from this dete
shal be charged to the department to which the employeeis
transferred. The pay shall be alocated on the basis of working daysin
the month. This alocation will be processed through separate journd
entry.

4.6.6.3 Thefirst department/entity from which the employeeistransferred
shdl immediately inform the rdlevant DAO/AG/AGPR office the
detalls of transfer, including the date of transfer and to which
department/entity the employee is being transferred.
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4.6.7

4.6.8

4.6.9

4.6.6.4 TheDAO/AG/AGPR officeshdl issuea“Last Pay Certificate’
(form 4Y) to the employee and the delegated officer shal ensure that
the employee has been removed from the employee's payroll system.

4.6.6.5 Theddegated officer shdl send a copy of the last pay certificate to
the relevant office of DAO/AG/AGPR from which the employeewill
withdraw hisher pay. This office shdl ensure that the employeeis
entered onto their payroll system from the date of transfer.

4.6.6.6 Incaseswhere an employee s Last Pay Certificate is delayed, the
Accountant Generd may authorise a“provisona payment of sdary’ to
the employee.

Deputation

4.6.7.1 Exceptassetoutindirection 4.6.7.2, staff on deputation should be
charged to the department or entity to which the staff have been
provided.

4.6.7.2 Wherethe deputation of daff isof apurdly casud or temporary
nature and for agtrictly limited period of time the parent department
shdl continue to bear the cost of the staff member’s sdary without
recovery. But such cases should be regarded as exceptiona and in
any event should not be alowed to continue for more than 3 months.

Final payment

4.6.8.1 Thelast payment of sdary and alowances shdl not be paid to
employee leaving the service of the Government due to resignation,
dismiss, or otherwise, until both the DDO and the Accountant
Generd are satidfied that there is no outstanding amount due from the
employee.

4.6.8.2 Where an employeeisleaving the service of the Government due to
retirement, the last payment of salary and alowances shal not be held
up merely to verify that no outstanding amount is due from the
employee. The employee shdl agree in writing that any vaid
outstanding amount coming to notice within a period of one year from
the date of retirement may be recovered from the pension payments.

Payment of sumsdueat death

4.6.9.1 On adesth of aperson to whom any sum isduein respect of pay,
alowances, annuity or gratuity, payment can only be made either to a
vaid nomination made by the deceased or to a persond representative
of the deceased on production of proof of ertitlement in the form of
Letters of Administration or other lega authority.
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4.6.9.2 If any payment dueis not dlaimed by the vaid nomination mede by
the deceased or to a persona representative of the deceased, the
amount shdl be trandferred to unclaimed money account as laid down
in Sections4.2.13 and 4.5.12.

4.6.10 LeavePayment

4.6.10.1 Paymentsin relation to earned leave, casud leave, sck leave, long
sarvice leave or other kinds of leave shdl be made in accordance with
the relevant rules and regulations issued by the Government and
provided under the Fundamenta and Supplementary Rules.
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4.6.11 Payroll processing flowchart
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4.6.12 Payroll processing

4.6.12.1 Any changein gaffing structure of a department/entity whether due
to transfer, deputation, secondment, appointment, resignation,
dismissd, retirement, or deeth shal be immediately notified by the
DDO of that department/entity to the Payroll Section of the relevant
office of the DAO/AG/AGPR.

4.6.12.2 Any changein employe€ s pay scde shdl beimmediately notified
by the concerned DDO or the Department/Division to the Payroll
Section of the relevant office of the DAO/AG/AGPR and be
applicable from the date indicated in the notification.

4.6.12.3 A ddegated officer in the Payroll Section shdl review the above
natifications and authoriseit for updating the “ Establishment Register”
(also see Section 4.14.2).

4.6.12.4 The payrall officer in the Payroll Section shdl update the
Establishment Regigter, as per the authorised natification, (manudly or
maintained on the computer system) and file the notification.

4.6.125 Any change in employee s alowances or deductions shdl be
immediady natified by the DDO to the Payroll Section of the relevant
office of the DAO/AG/AGPR and be gpplicable from the date
indicated in the natification.

4.6.12.6 A ddegated officer in the Payroll Section shdl review the above
natification and authorise it for updating the “ Payroll Register” (aso
see Section 4.14.3).

4.6.12.7 Thepayrdl officer in the Payroll Section shdl update the Payroll
Regiger, as per the authorised natification, (manualy or maintained on
the computer system) and file the natification.

4.6.12.8 A paydip (an authorisation of any changes) is produced for an
employee every time an employee' s salary, dlowances or deductions
ischanged. This paydip issent by registered post (along with monthly
sdary cheque, where gpplicable) to the employee at the end of the
month in which the change arises.

4.6.129 A Monthly Sdary Statement will be produced by the computer
section on amonthly basis for each employee on the payroll.

4.6.12.10 Onthebassof the Payroll Regiter, the payroll officer shall
prepare amonthly schedule of employees salaries by 26th of each
month. Any change natification received in relation to employee' s
sdary or dlowances after 25th of a month shal be adjusted in next
month’s payroll.
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4.6.12.11 Where acomputerised system is used, the monthly scheduleis
automatically produced as part of the monthly payroll run. The
computerised payr oll system will aso produce an exception report in
relation to staff sdaries (e.g. monthly sdaries exceeding a set amount,
variation between current month and last month).

4.6.12.12 Thesupervisng payrall officer shdl review and verify the monthly
schedule of employees sdaries and authorise it for payment once
he/she is satisfied with the payroll schedule. At the same time the
officer shall update the Payroll Register.

4.6.12.13 The supervisng payroll officer shall:

Check that al amendmentsto payroll are accurate ad there are
no unauthorised amendments

compare current month payroll to last month and review any
exceptions

compare manua payroll to computer payroll to ensure that no
employeeis pad twice.

4.6.12.14 Once the monthly payroll scheduleis authorised for payment, a
delegated officer (independent of payrall officer and supervisng
payroll officer) shdl prepare the “Payroll Credit Advice” (form 4M)
for direct credit payments.

4.6.12.15 Where sdary payment is paid by cheque, the delegated officer
shall prepare sdlary cheques as per directions laid down in Sections
429 and 4.5.8.

4.6.12.16 Two delegated officers (Sgnatories) shal sgn the Direct Credit
Advice and the cheques.

4.6.12.17 The Direct Credit Advice shdl be sent to the banks by a
delegated officer 3 working days before the end of the month for
direct credit into the employee’ s bank account on the 1st working day
of the following month.

4.6.12.18 The relevant officer who prepares and dispatches the cheques
shdl aso prepare the “Payroll Advice Note” (form 4L) once the
chequeis signed by the cheque sSgnatory officers and beforeit is
dispatched to the payee. The Payroll Advice Note shall be sent to the
bank on the last working day of the month.

4.6.12.19 The delegated officer who prepares the cheque shal enter the
cheque details in the “Cheque Register” (form 4J).

4.6.12.20 A copy of the Direct Credit Advice and the Payroll Advice Note
shdl be sent to the Account Section.
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4.6.12.21 Where an employee’ s sdary payment is paid incorrectly, the
adjugment shdl be made in next month’s sdlary payment.

4.6.13 Payment in cash to employee below gradeV

4.6.13.1 Payroll paymentsin cash (i.e. through bearer cheque) shdl only be
alowed by the Accountant Generd in specia circumstances and not
for employeesin grade V and above.

4.6.13.2 The PAO (through rdlevant DDO) responsible for the employees
recelving cash pays shdl give directions that provide for:

adequate safeguarding of cash

use of security for transportation and ddlivery of sdlaries having
regard to the amount of the payroll and the inherent risksin
conveying cash through public places

preparation of pay envelopes by a delegated officer

proof of payments to employee and payments to authorised
representative

actions to be undertaken in the event of losses and discrepancies.

4.6.13.3 It isthe responghility of the PAO (through relevant DDO) to
ensure that arrangements for an employee’ s pay to be collected by or
directed to someone other than the employee are backed up by
proper departmental controls to mitigate the risk of theft or fraud.

4.6.13.4 Through the monthly payroll procedures as set out in Section
4.6.12 “Payrall processng”, the Payroll Section shall issue the monthly
sdary cheque in the name of relevant DDO for those employees who
exercise their option to be paid in cash and are below grade V.

4.6.13.5 Oncetherdevant DDO encashesthe sdary cheque, he/she shal
disburse the pays to relevant employees as per departmental
directions.

4.6.13.6 The DDO shdl submit amonthly statement to the
DAO/AG/AGPR office which certifiesthat either dl rdevant
employees were paid in cash or state the name of employees not paid,
the related amount and the reasons of non payments.

4.6.14 Recording of payroll expenditure

4.6.14.1 Inthe Account Section the delegated officer shall record details of
payroll, as stated on the authorised Payroll Advice Note and Payroll
Credit Advice sent by the Payroll Section, in the Sub Ledger as per
directionslaid down in Section 4.4 “Accounting for Expenditures’.
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4.6.14.2  Once the payroll expenditure is recorded the Payroll Advice Note
and Payroll Credit Advice shdl befiled.

4.6.14.3 Whereasdary chegueisnot received by the employee or sdlary is
not transferred to his’her bank account, the recovery action shal be
carried out as per Section 4.2.12 “ Stop payment and replacement
cheque’.

4.6.14.4 Thefollowing double entry shal be made to record the payrall
transactionsin the Sub-ledger at the time of payment of sdary:

Dr Sdary account (gross pay)
Cr Bank account (net pay)
Revenue Head account (income tax)
GP Fund account
Other accounts

4.6.14.5 Also a thetime of payment, the following double entry shdl be
mede in the Appropriation Control Register to reduce the balance of

avalablefunds:
Update Appropriation control (sdaries) ()
Update Funds available (sdaries) ()

4.6.15 Consolidation of payroll expenditure

4.6.15.1 Theddegated officer in the Account Section of the
DAO/AG/AGPR officeshall consolidate the expenditures, on a
monthly basis, from the entriesin the Generd Ledger and include them
in the Monthly Accounts. Also refer to Section 4.4 “Accounting for
Expenditures”.

4.6.16 Reporting of payroll expenditure

4.6.16.1 The DAO/AG/AGPR office shdl prepare a monthly report for
each DDO. It gives details of sdlaries and wages paid for employees
working in thelr department/entity.

4.6.16.2 Payroll expenditure will form part of the Monthly Accounts
prepared by the Digtrict Accounts office which will be reported to the
Accountant General each month.

4.6.16.3 From the Monthly Accounts received from the District Accounts
offices, the Accountant Genera shal produce the Consolidated
Monthly Accounts for the Provnciad Government or the Federd
Government, as the case may be.
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4.6.17 Recording, consolidation and reporting of payroll expenditure
flowchart

4.6.17.1 Theflowchart as shown in Section 4.5.14 “Recording,
consolidation and reporting of expenditure flowchart” is dso gpplicable
in payroll expenditure. The main differenceisthat the Payroll Advice
Note and Payroll Credit Advice replaces paid claim voucher asthe
source document for recording purpose.

4.6.18 Reconciliation of payroll expenditure

4.6.18.1 The Bank will send the “Bank Return” to the Account Section,
where adelegated officer shdl check the Bank Return with the copy of
the Payroll Advice Note and Payroll Credit Advice. In respect of the
Payroll Credit Advice the total will be reconciled with the total
appearing on the Bank Return. The officer shdl investigate any item
which is on the Bank Return but not on Payroll Advice Note and
Payroll Credit Advice, and vice versa

4.6.18.2 Itemswhich are on the Payroll Advice Note and the Payroll Credit
Advice, but not on the Bank Return usualy represent “ unpresented
cheques’ dueto timing differences and form part of monthly bank
reconciliation. These payroll payments should normaly be cleared
during the next month.

4.6.18.3 Once the ddegated officer in the Account Section isfinished with
the Bank Returns, these returns should be sent to the officer who
prepare the cheque. This officer shal enter the details from the Bank

Returnsinto the Cheque Register and reconcile the cheques issued by
the office and cleared by the bank. A report/schedule of this

reconciliation, that should aso indicate those cheques that are not yet
cleared by the bank, shall be sent to the Account Section.
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4.7  Pension Payments

471

4.7.2

4.7.3

Introduction

4.7.1.1 Procedures described in the provisons of any rule contained in the
Civil Service Regulations or of any departmenta regulationsissued by,
or under the authority of, the President shall be applicable to pensions.

4.7.1.2 This Section covers the pension paymentsin relation to dl ex
employees (past employees), who were in the civil service of the
Federd and Provincid Government.

Due date

4.7.2.1 Themonthly penson shdl be paid on the first working day of the
following cadendar month, being the due date of payment. Where an
employeeisretired during a month, the pension payment for thet
month is dlocated on aworking day basis.

Payment by direct credit

4.7.3.1 Thenormd method of payment of pension shdl be by credit transfer
direct to abank account nominated by the employee. Thisisthe mogst
secure and economical method of payment, and it automatically
ensures that pensioners have access to their pension on the due date.
Moreover, direct credit has tangible advantages, over payment by
cheque, againg risks of theft or fraud.

4.7.3.2 For the purpose of enabling pension payments to be made by direct
credit, the pensioner shal furnish to DAO/AG/AGPR a payment
authority nominating the account with a bank to which pension
payment may be credited. The authority shal specify the name and
branch of the bank, the full title of the nominated account and the
account number.

4.7.3.3 Whereapenson ispaid through direct credit transfer, the pensioner
shdl persondly vist the rdevant DAO/AG/AGPR every three months
and present his’her “Pension Book” and “Nationa Identity Card”.
The delegated officer in the DAO/AG/AGPR shdl certify thet the
pensioner isdive, and shdl sign, date and stamp the Pension Book for
the lagt three months. At the same time the officer shal update the
pension records.
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474 Payment by cheque

4.7.4.1 If the pensoner eectsto be paid by cheque instead of payment by
direct credit transfer, the pension cheque shdl be mailed to the

pensioner by registered post.

4.7.4.2 Whereapensioner is pad by cheque, he/she shdl furnish to the
DAO/AG/AGPR a payment authority rominating the address to which
cheques may be posted.

4.7.4.3 Thepenson cheque shdl bein the name of the pensioner and shall
be crossed and marked “Not Negotiable’.

4.7.4.4 Only officid Government issued cheques shal be used for penson
payments and shal be so marked. The pension cheque shdl only be
presented at the designated branch of the Nationa Bank of Pakistan
as agreed between the pensioner and the DAO/AG/AGPR office.

4.7.4.5 The pensoner shdl persondly present the pension cheque, dong
with his’her Pension Book and Nationa Identity Card, at the
designated branch of the Nationa Bank of Pakistan. The bank officer
shdl cash the penson cheque after certifying the identity of the
pensioner, and shall sign, date and slamp the Pension Book for the
month.

475 Penson Payment Order (Pension Book)

4.7.5.1 ThePenson Book shal be issued by the DAO (for non gazetted
daff) and by the Accountant Generd (for gazetted Staff).

4.75.2 ThePendon Book shdl include:

a specimen signature of the pensioner. For illiterate pensioners,
his’her thumb impresson from the left hand

the specimen signature and thumb impression shall be duly attested
by the head of the office concerned or by some other del egated
officer

acertified copy of the pensioner’ s photograph in passport size
shdl be laminated on the Pension Book.

4.7.5.3 ThePenson Book shal gate if pension payment is made by direct
credit or by cheque (through a nominated bank).

4.75.4 Onrenewd of the Penson Book, the old Pension Book shall be
retained by the Accountant Generd.
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4.7.6

4.7.7

4.7.8

Per sonal appearance of pensioner

4.7.6.1 Wherepensonispaid through direct credit transfer, the pensioner
shdl persondly vist the rdlevant DAO/AG/AGPR every three months.
In the case of payment by cheque, he/she shdl personally present the
pension cheque at the designated bank branch.

4.7.6.2 Theabove rule can be relaxed by the Accountant Generd or hishher
delegated authority where the pensioner isill or disabled or for medica
reason incgpable of managing hisher own affairs. In such
circumstances the pensioner shal receive hisher penson through a
representative upon production of alife certificate Sgned by a
ddlegated government officer.

4.7.6.3 A pensoner isexempted from persond gppearanceif he/she draws
his’her pension through a representative agent who has executed a
bond to refund overpayments and produce at least once ayear alife
certificate Sgned by a delegated government officer.

4.7.6.4 If apensoner does not appear persondly or produce alife
certificate, as described in above Direction 4.7.6.1 to 4.7.6.3, his’her
further pension payment shal be stopped by the DAO/AG/AGPR until
such time the pensioner comply with the above Directions.

Over seas pension payment

4.7.7.1 Whereapensoner isresident in another country, the pension
payment shdl be made through the Foreign Mission concerned under
such generd or specid orders as the Government may issuein this
behdlf.

4.7.7.2 A pensoner may also elect to draw higher pension at designated
bank branch of NBP through a duly authorised agent who nust ether
produce a certificate signed by a delegated government officer on each
occason, that the pengoner was dive on the date to which higher
pension is claimed, or execute a bond to refund overpayments and
produce such certificate at least once a year.

Gratuities

4.7.8.1 Gratuitiesshdl only be paid on the authority received through the
Accountant Genera, to whom the sanction is communicated in writing
by the ddlegated authority.

4.7.8.2 Grauities shal either be paid by direct credit or by cheque to the
personon hisher persona appearance, as described in above
Sections.
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479 Undrawn pensionsand arrears

4.7.9.1 Unlessthe Government by generd or specia orders directs
otherwise, a penson remaining undrawn for more than one year shdl
cease to be payable. If the pensioner afterwards appears persondly,
with his’her Pension Book and Nationd Identity Card, the DAO or the
AG who authorised the pension payment in the first instance may make
the payment after satifying himself/hersdf thet the pension is payable.

4.7.9.2 If apension remains undrawn for three years, it cannot be paid
without the authority of the Accountant Generdl.

4.7.9.3 A gratuity payment order shdl remain in force for one year only,
from the date of itsissue.

4.7.10 Death of pensioner
4.7.10.1 A penson can be drawn for the day of the pensioner’ s degth.

4.7.10.2 Onthedeath of a pensioner, payment of any arrears actudly due
may be made to hishher heirs, provided that they agpply within one year
of hisher death. They cannot be paid thereafter without the sanction
of adelegated authority, to be obtained through the Accountant
Generd.

4.7.10.3 If the arrears do not exceed Rs 5,000 and the case presents no
peculiar features, the Accountant Generd may approve the arrears on
his’her own authority.

4.7.10.4 Any person cdlaming as the heir of a deceased pendoner shal be
required to produce the pensioner’s Penson Book and the copy of the
order in which the sanction to the pension was communicated to the
heir.
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4711

Processing of pension application flowchart
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4.7.12 Processing of pension application

4.7.12.1 The concerned employee shdl prepare the pension application, in
prescribed form, (form 4N) and submit it to the Pension Section of the
DAO/AG/AGPR office.

4.7.12.2 Inthe Pendgon Section, the pension officer shal record the pension
goplication in the “ Penson Application Register”. The officer shdl
certify pension application and ensure that:

the person who's pension gpplication is submitted is digible for
penson payments

the penson application has been sanctioned, is complete and duly
signed by both the relevant authority and the ex employee

any supporting documents required with the gpplication are
attached and duly signed by both the rlevant authority and the
ex-employee

caculation of penson payment isin accordance with the
Government rules and regulations.

4.7.12.3 If the pendon officer is not satisfied with the pension gpplication,
the officer shdl not gpprove the gpplication and refer the application to
his’her next higher authority along with hisher specific observetions.

4.7.12.4 Onrgection the officer shdl return the gpplication and dl
supporting documents to the ex-employee who submitted the
gpplication, with written reasons for refusd.

4.7.12.5 Oncethe penson officer is satisfied with the gpplication, he/she
shal sgn and date the application, update the Pension Application
Register and pass on the gpplication to the pension supervisor officer.

4.7.12.6 Thependon supervisor officer shal authorise the pension
gpplication and ensure that:

the previous phases of pension application preparation and
certification were properly carried out

the pension cdculation satisfies government rules and regulations.

4.7.12.7 If the penson supervisor officer is not satisfied with the pension
gpplication, the officer shal not authorise the gpplication and return the
application and al supporting documents to the pension officer who
certified the gpplication, with written reasons for refusa.

4.7.12.8 If the pengon officer is ale to rectify the reasons for refusd, the
officer shdl rectify it and resubmit to the pension supervisor officer. If
the pension officer is not in the pogition to rectify the reasons for
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refusa, he/she shdl return the gpplication and al supporting documents
to the ex-employee who origindly submitted the gpplication to the
office, with written reasons for refusal.

4.7.12.9 Once the ex-employee rectifies the reasons for refusd, he/she
shdl re-submit the gpplication to the office of the DAO/AG/AGPR.

4.7.12.10 Once the penson supervisor officer is stisfied with the
goplication, he/she shdl authorise the origina application, sgn and date
the pension gpplication and pass on the gpplication to the relevant
officer for preparation of “Pension Book”. At the sametimethe
authorised officer shall update the Pension Application Regiger.

4.7.12.11 Onthe bads of an authorised pension application, the delegated
officer in the Pension Section shal update the “ Penson Register” and
prepare the Pension Book.

4.7.12.12 A deegaed officer (Pension Book signatory) shal review the
Pension Book, along with the authorised pension application, and,
once stisfied, shal sign and stamp the Penson Book. The officer
shdl then file the authorised pension application.

4.7.12.13 Thependoner shdl be notified about the issue of the Penson
Book, which shal be personally collected by the pensioner. A copy of
the natification isaso sent to the relevant DDO who submitted the
origind pendion application.
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4.7.13

Processing of pension payment flowchart
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4.7.14 Processing of pension payment

4.7.14.1 Onthebadsof the Pendon Regiger, the penson officer in the
Pension Section of the DAO/AG/AGPR office shdl prepare amonthly
schedule of pensioner’ s payments by the 26™ of a month.

4.7.14.2 Where acomputerised system is used, the monthly scheduleis
automatically produced as part of the monthly penson run. The
computerised pension systemwill dso produce an exception report in
relation to the pensioner’ s payment (e.g. monthly pension exceeding a
set amount, variation between current month and last month).

4.7.14.3 The penson supervisor officer shdl review and verify the monthly
schedule of pensioner’s payment and authorise it for payment once
he/she is satisfied with the pension schedule. At the sametime the
officer shal update the Pension Regigter.

4.7.14.4  Once the monthly penson schedule is authorised for payment, a
delegated officer (independent of the pension officer and the pension
supervisor officer) shal prepare the “ Penson Credit Advice’ (form
4M) for direct credit payments.

4.7.145 Where penson payment is paid by cheque, the delegated officer
shall prepare pension cheques as per Directionslaid down in Sections
4.29,45.8and 4.7.4.

4.7.14.6 Two delegated officers (dgnatories) shal sign the Pension Credit
Advice and the pension cheques.

4.7.14.7 The Penson Credit Advice shdl be sent to the bank, by a
delegated officer, on the last working day of the month for direct credit
into the pensioner’ s bank account on the same day.

4.7.14.8 Where pension payment is made by cheque, it should either be
despatched through registered post 2 working days before the due
date or handed to the pensioner on the due date.

4.7.14.9 Therdevant officer who prepares and dispatches the cheques shall
aso prepare the “Pension Advice Note” (form 4L) once the cheque is
signed by the cheque signatory officers and before it is digpatched to
the pensioner. The Pension Advice Note shal be sent to the bank on
the last working day of the month.

4.7.14.10 The delegated officer who prepares the cheque shal enter the
chegue detallsin the “ Cheque Regigter” (form 4J).

4.7.14.11 A copy of the Pension Credit Advice and the Penson Advice
Note shdl be sent to the Account Section.
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4.7.14.12 Where penson payment is paid incorrectly, the adjustment shall
be made in next month’ s pension payment or as agreed with the
Accountant Generd.

4.7.15 Recording of pension expenditure

4.7.15.1 Inthe Account Section the delegated officer shal record details of
pensions, as stated on the authorised Pension Advice Note and
Pension Credit Advice sent by the Pension Section, in the Sub Ledger
and Appropriation Control Register as per directionslaid downin
Section 4.4 “Accounting for Expenditures’.

4.7.15.2 Once the pension expenditure is recorded the Penson Advice
Note and Pension Credit Advice shdl befiled by the officer.

4.7.15.3 Where apengon cheque is not received by the pensioner or
pension is not transferred to hisher bank account, the recovery action
shall be carried out as per Section 4.2.12 “ Stop payment and
replacement cheque’.

4.7.16 Consolidation of pension expenditure

4.7.16.1 Theddegated officer in the Account Section of the
DAO/AG/AGPR office shdl consolidate the expenditures, on monthly
bas's, from the entries in the Generd Ledger and include them in the
Monthly Accounts. Also refer to Section 4.4 “Accounting for
Expenditures”.

4.7.17 Reporting of pension expenditure

4.7.17.1 Pension expenditures shall be reported to the Accountant Generd
as part of the Monthly Accounts prepared by the Digtrict Accounts
office.

4.7.17.2 From the Monthly Accounts received from the District Accounts
offices, the Accountant Genera shall produce the Consolidated
Monthly Accounts for the Provincid Government or the Federd
Government, as the case may be.

4.7.18 Recording, consolidation and reporting of pension expenditure
flowchart

4.7.18.1 Theflowchart as shown in Section 4.5.14 “Recording,
consolidation and reporting of expenditure flowchart” is aso gpplicable
in penson expenditure. The main differenceisthat the Penson Advice
Note and Pension Credit Advice replaces the paid claim voucher as
the source document for recording purposes.
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4.7.19 Reconciliation of pension expenditure

4.7.19.1 TheBank will send the “Bank Return” to the Account Section,
where adelegated officer shdl check the Bank Return with the copy of
the Pension Advice Note and Pension Credit Advice. In respect of
the Penson Credit Advice the tota will be reconciled with the total
gppearing on the Bank Return. The officer shdl invedtigate any item
which is on the Bank Return but not on the Penson Advice Note and
the Penson Credit Advice, and vice versa

4.7.19.2 Itemsthat are on the Pension Advice Note and the Pension Crediit
Advice but not on the Bank Return usudly represent * unpresented
cheques’ dueto timing differences and form part of monthly bank
reconciliaion. These pension payments should normally be cleared
during next month.

4.7.19.3 Oncethe delegated officer in the Account Section is finished with
the Bank Returns, these returns should be sent to the officer who
prepared the cheque. This officer shdl enter the details from the Bank
Returnsinto the Chegue Register and reconcile the cheques issued by
the office and cleared by the bank. A report/schedule of this
reconciliation shal be sent to the Account Section. It should aso
indicate those cheques which are not yet cleared by the bank.

4.7.20 Reporting on pensons

4.7.20.1 When apenson payment is made by cheque, the designated
branch of the Nationa Bank of Pakistan at which the chequeis
personaly presented by the pensioner, shal send amonthly statement,
together with their Bank Return to certify thet al pensoners paid
during the month were dive, and that adl pensioner’s Pension Books
were stamped for the month.

4.7.20.2 A monthly report will be produced by the DAO/AG/AGPR which
includes the following informetion:
number of pensioners added during the month
number of pensioners expired

total pension payable and actudly paid.
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4.8 General Provident Fund

481

4.8.2

Introduction

4.8.1.1 The procedures described in the following regulations shal be
applicable to Genera Provident Fund (GP Fund).

Provident Funds Act (X1X of 1925)

Generd Provident Fund Rules (for Federd and Provincid civil
employees).

4.8.1.2 This Section covers GP Fund payments (both advances and fina
payment) in relation to dl employees of the Federd and Provincia
Government who are subscribers to the Fund.

4.8.1.3 Anemployeeis compulsory subscribed to the GP Fund from the
date of higher gppointment. Monthly subscription is by deduction
from the monthly payroll. For employees on foreign service, the
monthly subscription is by way of avoucher.

4.8.1.4 A uniform rate of subscription, as advised by the Government, is
used for afinancid year.

4.8.1.5 Interest and bonus payment shall be regulated in accordance with
the Genera Provident Fund Rules.

Advance from GP Fund

4.8.2.1 A temporary advance from the GP Fund may be granted to a
subscriber on certain conditions as laid down in the Generd Provident
Fund Rules.

4.8.2.2 If the subscriber was given an advance from the GP Fund, any
futher advance may be dlowed but only where the previous advance
with interest has been repaid. This can be recovered from the amount
of the second advance.

4.8.2.3 Theadvanceisrepayablein such equa monthly insament as
sanctioned by a delegated authority. The monthly instalment should
not be less than 12 and more than 48.

4.8.2.4 A subscriber a hisher option may pay more than oneingdment in a
month.

4.8.2.5 Recovery may be postponed, on a subscriber’ s written request, by
the ddlegated authority.
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4.8.2.6 A non refundable advance may be granted where the subscriber’s
ageisover acertan threshold, aslaid down in the Generd Provident
Fund Rules.

4.8.2.7 Indl casesthe amount of the advance shdl not exceed 80% of the
balance in the account of the subscriber on the date of application for
the grant of advance.

4.8.3 Payment by direct credit

4.8.3.1 All GP Fund payments (advances and finad payment) shal be made
by credit transfer direct to a bank account nominated by the
subscriber. Thisisthe most secure and economica method of
payment, and it automatically ensures that subscribers have access to
their money promptly. Moreover, direct credit has tangible
advantages, over payment by cheque or cash, againg risks of theft or
fraud.

4.8.3.2 For the purpose of enabling GP Fund payments to be made by
direct credit, the subscriber shdl furnish to the DAO/AG/AGPR a
payment authority nominating the account with a bank to which
payment may be credited. The authority shal specify the name and
branch of the bank, the full title of the nominated account and the
account number. In most cases this bank account would be the same
which is used for employee’ s sdlary payments.

484 GP Fund monthly deductionsfrom salary

4.8.4.1 A compulsory deduction, at afixed rate (amount) set by the
Government, shal be made from the monthly salary of an employee.

4.8.4.2 ThePayroll Section shal ascertain the monthly deductionsto be
mede (which should normdly be the same throughout a financid yesar)
from sdary.

4.8.4.3 The GP Fund supervisor officer in the GP Fund Section shal update
the “GP Fund Ledger” on the basis of the monthly deduction made

from the Aary.
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485 Processng of GP Fund payment flowchart
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486 Processing of GP Fund payment

4.8.6.1 Therdevant DDO shal check the available balance of the
subscriber’ s GP Fund from his’her Monthly Sdary Statement.

4.8.6.2 Therdevant DDO shdl prepare the GP Fund gpplication of the
subscriber, in prescribed form, on an application form (form 40) and
submit it to the GP Fund Section of the DAO/AG/AGPR office.

4.8.6.3 The application form shal have the words “GP Fund Advance
Payment” or “GP Fund Fina Payment” written or stamped
prominently upon the face of the gpplication.

4.8.6.4 Wherethe gpplicationisin reaion to fina payment and no GP Fund
advances are outstanding, a certificate shal be produced by the
subscriber that no advances are outstanding. This certificate shdl be
approved by the DDO by checking with the Last Pay Certificate of the
employee.

4.8.6.5 Inthe GP Fund Section, the GP Fund officer shal record the GP
Fund gpplication in the “GP Fund Application Register” (form 4P) and
shdl state whether the gpplication isin relation to an advance or afina
payment. The officer shdl verify the GP Fund application and ensure
that:

the subscriber whose GP Fund application is submitted is igible
for GP Fund payments (both for advance and find payment)

for find payment, any advance aready taken has been adjusted in
the gpplication

the GP Fund gpplication is complete and duly signed by both the
relevant DDO and the subscriber

any supporting documents required with the gpplication are
attached and duly signed by both the relevant DDO and the
subscriber

for advance payment, it meetsthe criteria set out in Section 4.8.2
“Advance from GP Fund’

the caculation of GP Fund payment is in accordance with the
Government rules and regulations.

4.8.6.6 If the GP Fund officer is not satisfied with the GP Fund application,
the officer shal not approve the goplication and shdl refer the
gpplication to higher next higher authority aong with hisher specific
observtions.
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4.8.6.7 Onrgection the officer shal return the application and al supporting
documents to the DDO who submitted the application, with written
reasons for refusd.

4.8.6.8 Oncethe GP Fund officer is satisfied with the application, he/she
shdl sign and date the application, update the GP Fund Application
Register and pass on the gpplication to the GP Fund supervisor officer.

4.8.6.9 The GP Fund supervisor officer shdl authorise the GP Fund
application and ensure thet:

the amount (fund) is available in the subscriber’s GP Fund account

the previous phases of GP Fund application preparation and
certification were properly carried out

the GP Fund cdculation conforms to government rules and
regulations.

4.8.6.10 If the GP Fund supervisor officer is not stisfied with the GP Fund
gpplication, the officer shdl not authorise the application and shall
return the gpplication and &l supporting documents to the GP Fund
officer who certified the gpplication, with written reasons for refusdl.

4.8.6.11 If the GP Fund officer isableto rectify the reasonsfor refusd, the
officer shdl rectify it and resubmit to the GP Fund supervisor officer.
If the GP Fund officer is not in the position to rectify the reasons for
refusal, he/she shdl return the gpplication and dl supporting documents
to the DDO who origindly submitted the application to the office, with
written reasons for refusal.

4.8.6.12 Oncethe DDO in the department/entity rectifies the reasons for
refusa, he/she shdl re-submit the application to the office of the
DAO/AG/AGPR.

4.8.6.13 Oncethe GP Fund supervisor officer is satisfied with the
gpplication, he/she shdl authorise the origind gpplication, sgn and deate
the GP Fund application for payment. At the same time the GP Fund
supervisor officer shdl update the GP Fund Application Register and
the “GP Fund Ledger”.

4.8.6.14 Wherefinad payment is authorised, the GP Fund supervisor officer
shdl close the GP Fund account of the subscriber in the GP Fund
Ledger.

4.8.6.15 Onthebassof an authorised GP Fund gpplication, a ddegated
officer (independent of the GP Fund officer and the GP Fund
supervisor officer) shall prepare the “ GP Fund Credit Advice” (form
4M) for direct credit payments.
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4.8.7

488

4.8.9

4.8.6.16 Two delegated officers (Sgnatories) shdl sign the GP Fund Credit
Advice.

4.8.6.17 The GP Fund Credit Advice shal be sent to the bank by a
delegated officer for direct credit into the subscriber’ s bank account.

4.8.6.18 A copy of the GP Fund Credit Advice shall be sent to the Account
Section.

Recor ding of GP Fund expenditure

4.8.7.1 Inthe Account Section of the DAO/A G/AGPR office, the delegated
officer shdl record details of the GP Fund, as stated on the authorised
GP Fund Credit Advice sent by the GP Fund Section, in the Sub
Ledger as per the directionslaid down in Section 4.4 “Accounting for
Expenditures”.

4.8.7.2 Once the GP Fund expenditure is recorded the GP Fund Credit
Advice shdl befiled by the officer.

4.8.7.3 Wherethe GP Fund is not transferred to a subscriber’ s bank
account, the recovery action shal be carried out as per Section 4.2.12
“Stop payment and replacement cheque”.

Consolidation of GP Fund expenditure

4.8.8.1 Theddegated officer in the Account Section of the
DAO/AG/AGPR office shdl consolidatethe expenditures, on a
monthly basis, from the entriesin the Generd Ledger and include them
in the Monthly Accounts. Also refer to Section 4.4 * Accounting for
Expenditures”.

Reporting of GP Fund expenditure

4.8.9.1 GP Fund expenditure shal be reported to the Accountant Genera
as part of the Monthly Accounts prepared by the District Accounts
office.

4.8.9.2 From the Monthly Accounts received from the Digtrict Accounts
offices, the Accountant Genera shal produce the Consolidated
Monthly Accounts for the Provincid Government or the Federd
Government, as the case may be.

4.8.9.3 The GP Fund Section shdl produce an annud statement of GP
Fund account of each subscriber. A copy of this annual statement
shdl be given to the subscriber by 31 August.
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4.8.10 Recording, consolidation and reporting of GP Fund expenditure
flowchart

4.8.10.1 Theflowchart asshown in Section 4.5.14 “Recording,
consolidation and reporting of expenditure flowchart” is dso gpplicable
to GP Fund expenditure. The main differenceisthat the GP Fund
Credit Advice replaces the paid claim voucher as the source document
for recording purposes.

4.8.11 Reconciliation of GP Fund expenditure

4.8.11.1 TheBank will send the “Bank Return” to the Account Section,
where adelegated officer shdl check the Bank Return with the copy of
the GP Fund Credit Advice. The officer shdl investigate any item
which is on Bank Return but not on GP Fund Credit Advice, and vice
versa,

4.8.11.2 Itemsthat are on the GP Fund Credit Advice, but not on the Bank
Return, usudly represent “unpresented items’ due to timing differences
and form part of monthly bank reconciliation. These GP Fund
payments should normaly be cleared during next month.
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4.9  Contractor/Work Payments
49.1 Introduction

4.9.1.1 Thissection dedswith payments specific to Public Works
Department only.

4.9.1.2 Paymentsto contractors will cover paymentsin relation to Civil
Work and Irrigation, Navigation, Embankment and Drainage Works
under the adminigirative control of the Public Works Department.

4.9.1.3 All works and repairs to government buildings and works and
repairs in connection with sanitary, water supply and eectric
ingallations to government buildings, shdl be carried out by the Works
Department, except in specia cases under the order of the
Government.

4.9.1.4 Nowork should be commenced or liability incurred until:

adminigrative gpprova has been obtained from the authority
appropriate in each case

sanction, ether specid or generd, of delegated authority has been
obtained authorising the expenditure

adetailed desgned and estimate has been sanctioned by a
ddegated authority

funds to cover the expenditure during the year have been
provided.

4.9.1.5 Thepowersddegated to various authorities to accord administrative
gpproval and sanction expenditure in relation to works are regulated
by the orders contained in the Book of Financia Powers and other
specid orders contained in the respective departmenta regulations.

4.9.1.6 Wherework isto be carried in cases of emergency, the officer may
proceed to carry out the necessary work, subject to the condition that
he/she immediately inform the Executive Engineer and the Accountant
Generd that heisincurring an unauthorised expenditure. He/she shdl
aso gate the reasons for the emergency and give an gpproximate
amount of the expenditure which he/sheislikdly to incur.

4.9.1.7 Tofacilitate the preparation of estimates and to serve asaguidein
Setting rates in connection with contract agreements, a schedule of
rates for each kind of work commonly undertaken shal be maintained
in each locality and kept up to date. These rates shall be gpproved by
addegated authority.
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4.9.1.8 Preparation of estimates for work shal be in accordance with the
rules and ingtructions contained in the Central Public Works Account
Code and rules and ingtructions issued by the Department.

4.9.1.9 Thefollowing key internal controls must be observed in processing
of contractor/work payments.

al bills shal be signed by the contractor

al cheques shdl be signed by the Executive Engineer and another
delegated officer

al cheques to contractors and Daily Advice Note to banks shall
be sent by a ddlegated officer (on behaf of the Executive Engineer)

bank returns from the banks shal be received by the Divisona
Account Officer (on behdf of the Executive Engineer)

49110 Alsorefer to Centrd Public Works Account (CPWA) code for
works expenditures.

4.9.2 Work donefor other departments

4.9.2.1 Wherethe Works Department undertakes work on behdf of
another adminigirative department, the employing department shall
inform the Works Department the sanctioned grant within which the
expenditure isto beincurred. Thisisin order to ensure that the Works
Department does not exceed the sanctioned funds without the written
authority of theemploying department.

4.9.2.2 TheWorks Department shal be responsible not only for seeing that
the funds placed at its disposal is not exceeded but aso that any
anticipated savings are notified and surrendered in time.
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493 Processng of payment to supplier and contractor s flowchart
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49.4 Processing of payment to supplier and contractors

49.4.1 TheSub-Engineer shal measure dl work done by the contractor
and ensurethat it isas per contract with the contractor and in
accordance with the schedule of rates.

4.9.4.2 The Sub-Engineer shdl dso verify supplies received and ensure that
itisas per contract with the supplier.

4.9.4.3 TheSub-Engineer shdl submit the details of the supplies and the
work done to the Sub-Divisond Officer on aweekly basis dong with
al supporting documents.

49.4.4 TheSub-Divisond Officer shdl record the detall of dl the work
done into the “Measurement Book”.

4945 TheSub-Divisond Officer shdl check a sample of the work done.
The sampleis selected according to the rules and guidance issued by
the Department.

4.9.4.6 All billsshdl be prepared on a“ Contractor/Supplier Bill” (form
4Q), sgned by the contractor and submitted to the Sub-Divisond
Officer with dl supporting documents.

4.9.4.7 TheSub-Divisond Officer shall check the bill againg the
Measurement Book and gpprove the bill. The officer shal ensure that:

the supply or work has been received or performed

the bill is prepared on an authorised form, is correct, complete,
signed by the contractor and supported by relevant documents

the budget against the relevant expenditure head is not exceeded.

4.9.4.8 TheSub-Divisond Officer shdl enter on the bill the account number
and the name of the expenditure head to which the expenditure isto be
charged.

4.9.4.9 A duplicate bill shal not beissued except where the origind has
been lost or destroyed. A duplicate bill shdl have the word
“DUPLICATE" written or stamped prominently upon the face of the
bill. Where aduplicate hill israised, the Sub-Divisond Officer shdll
date the reasons for itsissue.

4.9.4.10 Payment for supplies in advance shall be made as per directions
laid downin Section 4.2.15 “Payment for suppliesin advance”. The
bill must be prominently stlamped “PAID IN ADVANCE’ and the
Sub-Divisond Officer shall state the nature or terms or conditions of
the contract under which payment is to be made in advance.
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49.4.11 The Sub-Divisond Officer shdl sign and date the bill and all
supporting documents. Once the hill is gpproved, it shal be submitted
to the Divisiona Account Officer with al supporting documents.

49.4.12 TheDivisond Account Officer shdl record the claim submitted in
the “ Contractor Claim Register”.

4.9.4.13 TheDivisond Account Officer shdl certify and authorise the hill
and ensure thet:

the payments whichare clamed are for vaid expenditure that has
been duly approved and that there is no reason to bdieve that the
bill should not be paid

adminigtrative gpprova has been obtained (and attached) from the
delegated authority

the bill is complete, duly gpproved and signed by the rlevant Sub-
Divisond Officer

supporting documents accompanying the bill are vaid, duly
gpproved and signed by the relevant Sub-Divisond Officer

the relevant Sub-Divisiond Officer who has approved and signed
the bill and supporting documents, is an officer authorised to
gpprove such claims and has not exceeded his/her authority

the claim must not have been previoudy paid (specidly in respect
of damsissued on aduplicate bill) and mugt identify the head of
expenditure to which the amount is chargegble

the funds are lawfully available to pay the bill.

4.9.4.14 If the Divisona Account Officer requires additiond information or
documents, he/she shal obtain them from the rdevant Sub-Divisond
Officer.

49.4.15 TheDividond Account Officer shdl not authorisethose clams
which do not relate to his’her divison or jurisdiction, or, for which a
written direction has not been received from the Accountant Generd.

4.9.4.16 If the Divisond Account Officer isnot stisfied with the claim, the
officer shall not authorise the bill and shdll return the bill and dl
supporting documents to the officer who submitted the claim, with
written reasons for refusal.

49.4.17 Oncethe Divisond Account Officer is stisfied with the claim,
he/she shdl sign and date the origind bill and pass on the bill to the
Executive Engineer. At the same time he/she shdl update the
“Appropriaion Control Register” and the “Contractor Claim
Regiger”.
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49.4.18 TheExecutive Engineer shdl review the claim both from atechnica
and an adminidrative viewpoint and ensure that the bill bears vdid
evidence that al phases of checking, approving, certification and
authorisation have been properly carried out.

4.9.4.19 If the Executive Engineer is not satisfied with the daim, he/she shdl
not endorse the bill and shall return the bill and al supporting
documents to the Divisona Account Officer, with written reasons for
refus.

4.9.4.20 If the Divisond Account Officer isable to rectify the reasonsfor
refusd, the officer shdl rectify it and resubmit to the Executive
Engineer. If the Divisond Account Officer ishot in the postion to
rectify the reasons for refusd, he/she shdl return the bill and all
supporting documents to the Sub-Divisiond Officer who originaly
submitted the hill, with written reasons for refusl.

49421 Oncetherdevant Sub-Divisond Officer rectifies the reasons for
refusd, the officer shal re-submit the bill to the Divisond Account
Officer.

4.9.4.22 Oncethe Executive Engineer is satisfied with the daim, he/she shdll
endorse the origind hill for payment, sign and date the bill and passon
the origind hill to the Divisona Account Officer for issue of cheque.

4.9.4.23 At the sametime the Executive Engineer shdl file acopy of
endorsed hill and shall send another copy of the endorsed hill to the
relevant Sub-Divisond Officer.

4.9.4.24 TheDivisond Account Officer shdl update the “Contractor Clam
Register” and prepare the cheque on the basis of origind bill and as
per directions laid down in Section 4.2.9, ‘Issue of payment’.

4.9.4.25 The cheque signatory officers (Executive Engineer being one of
two officers) shdl sgn the cheque as per directionslaid down in
Sections 4.2.9 and 4.5.8.

49.4.26 TheDivisond Account Officer shdl sent the cheque to the relevant
DAO/AG/AGPR. The DAO/AG/AGPR will maintain an
gppropriation register and will check and enter the cheque amount
againg the rlevant budget grant. The DAO/AG/AGPR will not
endorse the cheque which exceeds the budget grant.

4.9.4.27 Oncethe cheque is endorsed the DAO/AG/AGPR shdl return the
endorsed cheque to the Divisond Account Officer.

4.9.4.28 A ddegated officer (independent of the Divisond Account
Officer) shdl mail the signed cheque to the payee by registered post.
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495

4.9.6

49.7

49.8

The officer shal aso prepare the “Daily Advice Note’ (form 4L) once
the chegqueis signed but before it is dispaiched to the payee. The
Daily Advice Note shdl be sent to the bank.

4.9.4.29 The deegated officer who prepares the cheque shdl enter the
cheque detailsin the “ Cheque Regigter” (form 4J).

4.9.4.30 A copy of the Dally Advice Note shdl aso be sent to the
Divisond Account Officer.

Paymentsfor worksdonethrough Local Bodies

4.95.1 Whenthe maintenance of any Government buildings or roadsis
entrusted to the Loca Body, the payment processes ard procedures
shall be the same as for work done by a contractor and described in
previous Section.

4.9.5.2 If lump sum payments have been agreed with the Loca Body, each
payment must be supported by a certificate from the Sub-Divisond
Officer that the work hasbeen done in accordance with the rules and
conditions agreed with the Loca Body.

Recording of contractors expenditure

4.9.6.1 An account officer (where practicable, independent of the Divisond
Account Officer) shall record details of expenditure, as per endorsed
origind hill, in the Sub Ledger in accordance with directions laid down
in Section 4.4.6

49.6.2 TheDivisona Accounts Officer shdl perform the required entriesin
the Appropriation Control Register, including the reversdl of any
previoudy established commitments in accordance with the Directions
laid down in Section 4.4.2.

4.9.6.3 Once an expenditureis recorded the origind hill and al supporting
documents shall be filed by account officer.

Consolidation of contractors expenditure

49.7.1 TheDivisond Account Officer shdl consolidate the expenditures,
on amonthly basis, from the entriesin the Genera Ledger and include
them in the Monthly Accounts. Also refer to Section 4.4 Accounting
for Expenditures”.

Reporting of contractor sexpenditure

4.9.8.1 TheDivisona Account Officer shal send the Monthly Accountsto
the rdlevant DAO office or the AG office. A copy of the Monthly
Accountsis also sent to the Director of Accounts (Works).
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4.9.8.2 Wherethe DAO office receive the monthly accounts, the
expenditures are incorporated in the Monthly Accounts prepared for
the Digtrict Accounts office.

4.9.8.3 From the Monthly Accounts received from the Digtrict Accounts
office/Divisona Account Officer, the Accountant Generd shal
produce the Consolidated Monthly Accounts for the Provincia
Government or the Federal Government, as the case may be.

4.9.9 Recording, consolidation and reporting of contractor s expenditure
flowchart

4.9.9.1 Theflowchart asshown in Section 4.5.14 “Recording, consolidation
and reporting of expenditure flowchart” isaso gpplicablein
contractors expenditure.

4.9.10 Reconciliation of contractors expenditure

4.9.10.1 TheDivisond Account Officer shdl prepare abank reconciliation
aslad down in Chapter 6. The bank reconciliation will enable to
reconcile expenditure payments with the bank.

4.9.10.2 TheBank will send the “Bank Return” to the Divisona Account
Officer who shdll check the Bank Return with the copy of the Dally
Advice Note. The officer shdl investigate any item which ison the
Bank Return but not on the Daily Advice Note, and vice versa

4.9.10.3 Itemsthat are on the Daily Advice Note but not on the Bank
Return usudly represent “ unpresented cheques’ due to timing
differences and form part of amonthly bank reconciliation.

4.9.10.4 OncetheDivisond Account Officer is finished with the Bank
Returns, these returns should be sent to the officer who prepares the
cheque. This officer shal enter the details from the Bank Returnsinto
the Cheque Register and reconcile the cheques issued by the office
and cleared by the bank. A report/schedule of this reconciliation,
which should dso indicate those cheques that are not yet cleared by
the bank, shal be sent to the Divisona Account Officer.
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4.10 LoansAnd Advances
4.10.1 Introduction

4.10.1.1 Loansand advances made by the Government are classfied
according to the items included under ‘ Loans and Advances' in the
chart of accounts. These include both long-term loan and advances
and short-term loan and advances.

4.10.1.2 Longtermloansin the Federd Government include interest bearing
loansto Provincia Governments, local bodies and other public sector
organisations and individuas. These dso include interest bearing and
non-interest bearing loans and advances to government employees.
Short term interest free advances are available to government
employees on tour or transfer, or a times, treatment abroad. The
provincid loans and advances are d o divided in asimilar manner.

4.10.1.3 Thetotd budget grant of dl interest bearing loans and advances
requires the gpprova of the Government. Thefinancid delegationsin
relation to loans and advancesis set out in the * Delegation of Financiad
Powers'.

4.10.1.4 Where the conditions for repayment of loans and advances are set
out by specid Acts or rules of the Government, then those conditions
shdl apply (eg. loansto Provincia Governments, advances to
cultivators). Borrowers are required to adhere gtrictly to the terms
settled for the loans and advances made to them.

4.10.1.5 Interest rates and the basis of interest calculation shall be
determined by the Government for any particular loan or class of
loans. Unless otherwise specified, smpleinterest shal be used. Loans
shdl beer interest from (and including) the date of advance, up to (but
not including) the date of repayment.

4.10.2 Loan and advancesto Provincial Gover nments

4.10.2.1 Recoveriesof loans granted to Provincid Governments are
governed by specid orders of the Government which must specify the
terms and conditions under which loans are to be granted and repaid.

4.10.3 Loansand advancesto Government employees

4.10.3.1 Unless otherwise specified, loans and advances may be granted to
Government employees who are permanent, and in specia cases, to
temporary Government employees as prescribed in GFR.
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4.10.3.2 Theapprovd of aloans and advances to a Government employee
shdl only be given by a ddegated authority, independent to the
applicant.

4.10.3.3 Smpleinteres, a arate determined by the Government, shal
apply to dl loans and advances made to Government employees,
unless specific exemption is provided by the Government. Interest
shal be calculated on the outstanding balance of the loan or advance
onthelast day of each month. If an advanceisdrawn in more than
oneingtalment then the interest rate used will be the rate prevailing on
the date of the first instalment.

4.10.3.4 If aGovernment employee transfers into the jurisdiction of another
DAO/AG/AGPR then the loans and advances and monthly instalments
specified in the employee’ s last pay certificate shdl be communicated
by the DAO/AG/AGPR office to the DAO/AG/AGPR office to which
the employee has tranferred.

4.10.3.5 Advances made out of a Government employee' s Generd
Provident Fund are referred to in Section 4.8.2 of this Chapter.

4.10.3.6 If aGovernment employee eects not to claim interest on the GP
fund he/she is entitled to interest free advances for the purchase of a
house or amotor vehicle.

4.10.4 Housing advancesto Government employees

4.10.4.1 This section applies to advances given to Government employees
for the congtruction of new houses, purchase of a house or gpartment
or renovation of a house or gpartment aready owned by the
Government employee.

4.10.4.2 Applicationsfor housing advances by Government employees may
be approved by delegated authorities established within each of the
minigtries, subject to the delegations set out in the “ Delegation of
Financid Powers’ and after obtaining the Fund Availability Certificate.
The Government employee must satisfy the delegated authority thet
he/she has legd title to the land upon which the houseis, or will be,
built.

4.10.4.3 A ddegated authority may grant housing advances to Government
employees subject to the following conditions:

a certificate is produced by the Principal Accounting Officer or
delegate to the effect that a disciplinary inquiry is not underway for
that applicant

in the case of temporary officers, at least 10 years of continuous
service has been attained and security is provided by two
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permanent Government employees, released when the house has
been congtructed and mortgaged to the Government

where the land has dready been acquired by the Government
employee, that the land be mortgaged to the Government with the
house

that the applicant proves, by way of certificate from an appropriate
authority (e.g. house building society, CDA) that the land has been
dlotted to him/her

that the Government employeeisnot likely to retire before full
recovery of the amount can be made.

4.10.4.4 For advances given for the purchase of houses or gpartments, the
Government employee shdl execute and register the mortgage
deed/lease in the prescribed form, within 3 months of purchase, as
security for repayment of the advance.

4.10.4.5 Inthe case of purchase of an gpartment, the Government
employee shdl obtain surety or other legdly binding proof of
ownership, from the concerned congtruction agency.

4.10.4.6 Repayments of housng advances shdl commence from 4th month
of pay dfter the payment of the fina instalment by the Government.
Repayments shal be of such amount to ensure recovery of the
advance is made before retirement age. Unless otherwise specified in
the loan agreement, repayments shal be made over the following
periods.
10 years (120 ingtaments) for gazetted Government employees

20 years (240 instalments) for non-gazeted Government
employees

4.10.4.7 The amount advanced to a Government employee shal not exceed
the equivaent of 36 months of hisher substantive pay.

4.10.4.8 Housing advances shdl be recovered by deduction in monthly
ingtaments from the Government employees sdary. Wherethe
Government employee would reach retirement before the standard 10
or 20 year interva, monthly repayments must be of such an amount as
to ensure full recovery is affected by the date of retirement.

4.10.4.9 Monthly repayments shal cover both the principa and interest
amountsdue. Interest will not be recovered separately at the end of
the repayment period.

Issued: 13-Feb-9 Page4.75 Appmexpn.doc



Accounting Policies and Procedures Manua Expenditures

4.10.4.10 No Government employee shdl receive a housing advancein
addition to any housing advances that dready been given to that
employee and are not fully repaid.

4.10.5 Vehicle advancesto Government employees

4.10.5.1 This section applies to advances given to Government employees
for the purchase of motor vehicles, including cars and motorcycles.

4.10.5.2 Applicationsfor vehicle advances by Government employees may
be approved by delegated authorities established within each of the
minigtries, subject to the financid delegations set out in the “Book of
Financid Powers’ and after obtaining the Fund Availahility Certificate.

4.10.5.3 The delegated authority may approve amotor car advance of up
to the prescribed limit, provided:

the Government employee draws pay up to the prescribed limit or
above

they are satidfied that it isin the interest of the Government and the
employee' s capacity to work that a vehicle be obtained.

4.10.5.4 The delegated authority may approve a motorcycle advance of up
to the prescribed limit, provided:

the Government employee draws pay up to the prescribed limit

they are satified that it isin the interest of the Government and the
employee’ s capacity to work that a motorcycle be obtained.

4.10.5.5 Atthetime of drawing the vehicle advance, the Government
employee shal execute amortgage/sdes bond (form 4S), providing
security for the advance. A copy of this form, sgned by the employee,
shdl be passed on to the Accountant Generd by the delegated
authority. The delegated gpproving authority, shall keep the
mortgage/saes bond in safe custodly.

4.10.5.6 The Government employee receiving advance shdl complete the
acquistion and payment of the vehicle within one month after drawing
the advance. If this does not take place, the full amount of the
advance, with interest, shal be repaid to the Government.

4.10.5.7 Themotor vehicle must be insured againg accident, fire and theft.

4.10.5.8 Recovery of the vehicle advance will be made by equa monthly
deductions from the employee’' s sdary, and will commence on the first
monthly pay after the advance is drawn. The amount shal be
recovered within 60 months or, if nominated by the applicant, a shorter
period.

Issued: 13-Feb-9 Page4.76 Appmexpn.doc



Accounting Policies and Procedures Manua Expenditures

4.10.5.9 Monthly repayments shdl cover both the principa and interest
amountsdue. Interest will not be recovered separately at the end of
the repayment period.

4.10.5.10 Where the Government employee wishesto sl the motor
vehicle, under which advance was given, the approva of the delegated
authority who originaly approved the advance must first be obtained.
Sale proceeds obtained must be used to pay off the balance of the
principa owing on the vehicle advance. Thisdirection aso appliesto
cases where the employee isingructed to sdll the vehicle (e.g.
employee is on long-term leave, retires from service or transfersto a
position where possession of avehicle is not consdered necessary).

4.10.5.11 If the Government employee wishesto sdl the vehicle and use the
sde proceeds to purchase a replacement vehicle, it may be approved
by the delegated authority provided:

the amount outstanding on the advance does not exceed the cost
of the replacement vehicdle

the amount outstanding on the advance will be continued to be
repaid a the rate previoudy fixed

the replacement vehiclewill be mortgaged and insured to the
Government.

4.10.6 Bicycle advancesto Government employees

4.10.6.1 Advancesfor bicycles may be granted by a delegated authority
within the department/entity of up to Rs 2,000 for Government
employees who are either permanent or temp orary, provided:

the employee draws pay not exceeding Rs 1,950

if the gpplicant is atemporary employee surety is provided by a
permanent employee

the delegated authority is satisfied the employee will remainin
service until recovery of the advance is obtained and the advance
will be utilised in the purchase of abicycle

a second advance will not be drawn until three years after the
expiry of the previous advance.

4.10.7 Interest free advancesto Government employees

4.10.7.1 Interest-free advances may be given to Government employees,
upon approva of a ddegated authority, in respect of the following:

upon transfer of the employee, and amount not exceeding one
months pay plus travelling dlowance

Issued: 13-Feb-9 Page4.77 Appmexpn.doc



Accounting Policies and Procedures Manua Expenditures

upon return to Pakistan from an overseas deputation, an amount
not exceeding two months pay

to Government employees travelling on officid duties, an amount
aufficient to cover their persona travelling expenses, as provided
under the Supplementary Rules and departmental personnel
regulations

other advances to Government employees for departmental
purposes, as regulated by specia orders of the Government.

4.10.8 Permanent advances

4.10.8.1 These are advances granted to officers who are required to make
payments before funds are made available to them. Permanent
advances are intended to provide to the officer responsible for the
advance, sums required for minor contingent expenditures. Refer to
Section 4.4 on the procedures gpplicable to contingent forms of
expenditure.

4.10.8.2 ThePrincipa Accounting Officer or delegated authority may
approve the granting of permanent advances to officers within the
ministry or department, up to an amount advised by the Accountant
Generd.

4.10.9 Recording of loans and advances

4.10.9.1 Detailed accounts of dl loans and advances granted by the
Government shdl be maintained by the Accountant Generd, who will
monitor their balances and identify any breachesin theterms and
conditions of these loans.

4.10.9.2 Thedeegaed officer in Accountant Generd’ s office shdl record
payments and recoveries of loans and advances in the relevant account
heads under “Loans and Advances’ in the Sub Ledger in accordance
with directionslaid down in Section 4.4 “ Accounting for
Expenditures”. Also these loans and advances shall be recorded in the
Financid Regigter.

410.10 Consolidation of loans and advances

4.10.10.1 A ddegated officer in the Account Section of the
DAO/AG/AGPR office shdl consolidate the expenditures and
recoveriesin respect of loans and advances, on amonthly bass, from
the entries in the Generd Ledger and indlude them in the Monthly
Accounts. Also refer to Section 4.4 “ Accounting for Expenditures”.
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4.10.11 Reporting of loansand advances

4.10.11.1 Anannud gatement showing details of dl loan balances, and
amounts paid and received under the head “L oans and Advances’
shall be prepared by the Accountant Generd, in accordance with the
timetable set down in Chapter 7, “Financid Reporting Procedures’.

4.10.11.2 Any default in repayment (either in principd or interest) shdl be
promptly reported by the Accountant Generd to the delegated
authority who shdl then take stepsto recover the amount in defaullt.
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4.11 Overseas Payments
4.11.1 Introduction

411.1.1 TheMinigry of Foreign Affarsisasdf-accounting entity (also
refer to chapter 9) operating an assignment account (also refer to
chapter 17) with the Nationd Bank of Pekistan. It isresponsible for
handling dl payments made from foreign missions abroad, including
oversess payments incurred by other ministries and departments of the
Government.

4.11.1.2 TheFinancid Advisors of the concerned ministries and
departments shall make budgetary provison within the circle of the
Minigtry of Foreign Affarsfor those expenditures their ministry or
department will expect to incur in the forthcoming yeer, including pay,
and contingent purchases. These funds (including the relevant foreign
exchange component) will then be rdleased by AGPR into the
assgnment account of the Minigtry of Foreign Affairs.

4.11.1.3 Attimesvarious minigries/divisons make specid overseas
payments (other than regular expenditures) which are made through
the Minigtry of Foreign Affairs.

4.11.1.4 Payments made by missions abroad will be adjusted againgt the
assgnment account of the Ministry of Foreign Affairs, and
expenditures recorded in ledgers maintained by the Ministry of Foreign
Affars. A monthly sat of accountswill be forwarded by the Ministry
of Foreign Affairsto the AGPR. Relevant expenditure relating to the
various ministries would aso be communicated to those ministries.

4.11.1.5 Unless otherwise specified the accounting policies set out in this
chapter shdl aso gpply to payments made overseas. Detailed
procedures for processing overseas payments and maintaining
accounts in relation to overseas payments are regulated by theMinisry
of Foreign Affairs
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4.12 Grants-in-aid, Contributions etc.
4,12.1 Introduction

4.12.1.1 Grants-in-aid and contributions refer to monies given by the
Government to various public bodies and indtitutions for which no
exchange of goods and servicesisrequired. These bodiestypicaly
include educationd indtitutions, charities, welfare bodies and hedlth
inditutions. Unless specificaly exempted by the Government all
grants-in-aid and contributions are provided to fulfil adefined
objective or purpose.

4.12.1.2 Theddegationsrequired for payment of grants-in-aid or
contributions to public bodies and other ingtitutions is regulated under
the “Delegation of Financid Powers’, GFR and detailed rules as st
out by minigtries, departments and local adminigtrations under the
powers vested in them. The following guiddines shdl gpply in the
gpproval of grants-in-aid.

4.12.1.3 Theddegaed authority shdl only gpprove grantsin relation to
those payments to be made in the current financid yeer. 1n addition,
grant monies shdl not be drawvn unless expenditure is about to be
incurred or reimbursement is required for expenditures previoudy
incurred by therecipient. Grantsin aid may be provided on a
recurring (e.g. payment in monthly ingaments over afixed time period)
or non-recurring basis (e.g. one-off payment).

4.12.1.4 Before gpprovd of agrant, the delegated authority must obtain an
audited financid staterment from the recipient body, to judtify the
requirement for the grant and to ensure any previous grants have been
spent for the purpose intended. When gpproving the grant, the
delegated authority must indicete that an audited financia statement
was received and the criteria for providing the grant was met (or, for
any reason, was exempted from providing an audited financid
satement). The purpose of the grant, and any conditions attached to
it, must clearly be indicated by the delegating authority in any grant
agreements as well asto the Accountant Generdl.

4.12.1.5 Once approved by the delegated authority, a claim for payment,
accompanied by the relevant documentation (e.g. grant agreement,
financia clearance) shdl be submitted to the DAO/AG/AGPR office
for certification, authorisation and payment.

4.12.1.6 Where conditions have been attached to the utilisation of grant
money, the delegated authority who approved the grant is responsible
for ensuring the conditions have been met. This may require, where
necessary, the provision of regular reports by the grant recipient or
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audited financid statements by an independent auditor to the delegated
authority. Where grant monies are provided on a reimbursement
basis, sgned copies of the rlevant bills and vouchers of the recipient
should dso be obtained. The timing and regularity of such reports and
disclosures shall be set out in the grant agreement between the
delegated authority and the grant recipient.

4.12.1.7 Wherethegrantisto be provided by aseries of recurring
payments a separate claim shal be approved and submitted by the
delegated authority, for each payment, aong with the necessary
documentation to show the conditions of grant have been met. The
delegated authority who gpproved the grant shall maintain a schedule
of payments made for each grant made under his’her authority.

4.12.1.8 Unless specificaly exempted by the Government, the conditions of
dl grant agreements shdl providefor:
the time limit in which the utilisation of the grant applies

the surrender of grant monies not spent at the end of the financia
year

the financid and other disclosures required of the grant recipient

the cancellation or postponement of further grant payments by the

paying authority, should the conditions attached to the grant be
breached (e.g. if the required reports are not furnished).

4.12.2 Accounting Entries

4.12.2.1 Thefollowing double entry shal be made to record the transaction
relating to grants-in-aid and contributions.

Dr Grants and subsidies account
Cr Chegue clearing account

[to record the amount charged to the relevant detailed expenditure
head under grants and subsidies. Thisentry shall be recorded in the
Generd Ledger on the date the chequeisissued ]

Dr Chegue clearing account
Cr Bank account

[to record the amount cleared from the bank account. Thiswill be the
date as per the Bank Return.]

Issued: 13-Feb-9 Page 4.82 Appmexpn.doc



Accounting Policies and Procedures Manua Expenditures

4.13 Assgnment Account and Personal Ledger Account

4.13.1.1 Refer to Chapter 17 “Assgnment Accounts and Personal Ledger
Accounts’ for procedures on assgnment account and persond ledger
account.
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4.14 Maintenance of Permanent Accounting Records
4.14.1 Introduction

4.14.1.1 Proper controls shdl be followed in the maintenance of permanent
accounting records associated with the payroll, GP fund and pension
payment processes described in this chapter. These permanent
accounting records shdl be updated on an as required basis. The
following key controls shdl apply to permanent accounting records:

all amendments must be approved by a delegated authority before
they are processed

checks must bein place to ensure al amendments to permanent
accounting records entered into the system or manud registers are
complete and accurate

proper physica/system controls shdl bein place to ensure only
those authorised to make amendments have access to these
records

permanent accounting records shall be monitored on aregular
basisto identify irregularities and report them to the concerned
authority.

4.14.1.2 Permanent accounting records consst of the following regigers. In
the case of a computerised system, these records will be represented
in a database:

Establishment Regigter(form 4T)
Payroll Regigter(form 4U)
Pension Regigter(form 4V)

GP fund Ledger(form 4w).

4.14.1.3  All permanent accounting records maintained on amanud basis
will be entered in adate-wise order. As new records are required to
be added, the next available page number will be used. Permanent
records maintained on a computerised basswill be availablein a
variety of views, including aphabeticaly, employee ID-wise and date-
wise. The key record (dement) in dl payroll, establishment and GP
fund records shdl be the employee identifier, which will be unique
withindl of Pakigtan.

4.14.2 Establishment Register

4.14.2.1 Thisregider isacontrol device which shdl maintain dl details of
sanctioned posts within each unit of establishment. Thisincludes
records of both permanent and temporary posts, and filled and unfilled
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posts. Thisregister shall be used for budgeting and managing the
drength of the particular unit of establishment (e.g. office, schoal,
hospita). Thisregister shdl be maintained by eech DAO/AG/AGPR.

4.14.2.2 Thefdlowing permanent records shal be maintained for each unit
of establishment:

Establishment unit ID (DDO reference)

Responsible minigtry, divison or department

Number of posts (permanent and temporary) in total and by grade
Number of postsfilled

History (e.g. postsfilled last year)

All position numbers with the unit of establishment, dassified by
grade and post type (permanent or temporary)

Unit type (federd, provincia etc.).

4.14.3 Payroll Register

4.14.3.1 Theregiger shdl be maintained to record payroll records of each
employee, for the purposes of payroll processing.

4.14.3.2 ThePayroll Regiser shdl be maintained by the Payroll Sections of
each DAO/AG/AGPR office and must be updated prior to the
preparation of the monthly pay bills.

4.14.3.3 Theinformation contained in the Payroll Register shdl contain:

Employee ID (unique across dl of Pakistan)

Employee name

Employee s fathers name (or employee' s husband name)
Address (temporary and permanent address)

Contact phone number

Marital status

Date of birth

Bank account details (for security reasons this may be controlled
and accessed by a separate officer)

Status (e.g. on leave, on deputation etc.)
Current position number

Current establishment id (DDO reference) *
Current grade *

Date of appointment to most current grade
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Date of gppointment into service

Current basis sdlary *

Current dlowances, classified by dlowance type
Current deductions, classified by deduction type

Service higtory (e.g. previous positions and grades held, with dates
of gppointment)

Leave higtory.
4.14.3.4 It should be noted that in a computerised system those fidds
marked (*) above, would be linked to other sources (such asthe

Establishment Regigter), and therefore would not require separate data
entry.

4.14.3.5 Alsointhe Payroll Regiger, the following information should be
maintained for each month and on a year-to-date basisfor each
employee:

Base sdary pad

Each dlowance paid, and in total

Each deduction, including income tax, advances and GP fund
deductions, and in total.

4.14.3.6 Oncethefinancid year is complete, the monthly and annud payroll
information shal be maintained for 10 years.

4.14.4 Pension Register

4.14.4.1 The Renson Regigter isarecord of pension payments made as
well as details of pensoners drawing paymernt.

4.14.4.2 ThePenson Register ismaintained by the Pension Sections of
each DAO/AG/AGPR office and shall be updated whenever
pensioners are added, amended or removed from the sysem.

41443 Thefdlowing information shal be maintained for each person
receiving pension payment:
Pensioners name
Pensioners father’ s name (or husbands name)
I dentification number (i.e. Nationd 1dentity Card number)
Pensioner’s address
Contact phone number
Dateof birth
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Date of retirement
Grade at retirement
Monthly pension amount
Mode of payment

Bank account details (for security reasons this may be controlled
and accessed by a separate officer)

Pensioner type (federd, provincid)

Record of each pension payment made, date, amount and
accumulated balance

Last date of pensoner status verification.

4.145 GP Fund Ledger

4.145.1 TheGP Fund Ledger isused to maintain records relating to eech
employee' s GP Fund contributions, advances drawn from the GP
Fund and find payment from the GP Fund.

4.14.5.2 The GP Fund Ledger shal be maintained by the GP Fund Sections
of each DAO/AG/AGPR office, and updated each month.

4.145.3 Thefollowing information shal be maintained for each employee
within the GP Fund:
EmployeelD
Employee nare *
Current position number *
Current grade *
GP Fund type (e.g. Federd, provincid)
Date of entry into GP Fund
Monthly contribution to GP Fund from sdary *
Net accumulated GP Fund balance
Accumulated interest earned
Accumulated bonus earned
Advancesdravn againgt GP Fund (individual amounts and detes
drawn, and in totd).
4.14.5.4 Upon an employee s retirement, the following information shal be
added to the GP Fund Ledger before closure of the account:
Date of retirement
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Fina payment amount, cheque (or direct credit) number and date
of payment.

4.14.5.5 It should be noted that in a computerised system those fields
marked (*) above, would be linked to other sources (such asthe
Payroll Regigter), and therefore would not require separate data entry.

4.14.5.6 TheGP Fund nomination form and records of any other Sgnificant
events relating to an employees GP Fund shall befiled.

4.14.5.7 After retirement of the employee, GP Fund Ledger records shall
be maintained for 10 years.
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Appendix to Chapter 4
Commitment Accounting Alter native Treatment

This approach to recording commitments is an dternative to that provided in Section 4.4.3 of this
Chapter. Whilst the end result is the same in terms of reporting, the accounting and other entries are
different. 1t would only be practica to establish this dternative mode in a computerised environment.
It should be noted that the specific details of commitment accounting processes will be determined by
the chosen accounting system.

4.14.6 Commitment accounting records

4.14.6.1 General Ledger - Commitments will be maintained within the
Generd Ledger, by a ddegated officer in the DAO/AGPR/AG office.
On receiving the commitment advice form from the DDO, this officer
must record the commitment in the Generd Ledger.

4.14.6.2 Whenthe daim voucher rating to acommitment previoudy
entered into by the department/entity is received by the authorisng
officer, he/she must reverse the origina commitment entry in the
Generd Ledger upon authorising payment.

4.14.6.3 Thefundamentd difference with this approach to that shown in the
text of the manud isthat it records expendituresin the GL when
commitments are entered into. This hastwo implications.

adjudting entries are required in the GL for any variation that
occurs after a commitment is established until it getsfindly pad

commitment accounts must be established in the GL for each
budget head to be monitored

4.14.6.4 The baance of the commitment account represents those
commitments gtill outstanding againgt the budget head.

4.14.7 Recording of expenditure (General Ledger)

4.14.7.1 Expenditurewith conmitment - Thefollowing shdl be
recorded, where a commitment is established:

Dr Expenditure head
Cr Commitment account

[to record the setting up of commitment]

Dr Commitment account
Cr Cheque clearing account
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[to record the actua expenditure and reversing of commitment, upon
issue of payment]

Dr Cheque clearing account
Cr Bank account

[to record clearance of the payment]

4.14.7.2 Expenditure without commitment - the following entries shdl be
recorded, where a commitment has not been established:

Dr Detailed expenditure head
Cr Cheque clearing account

[to record the actua expenditure, upon issue of payment]

Dr Cheque clearing account
Cr Bank account

[to record clearance of the payment]

4.14.7.3 Cancdlation of issued payment (no commitment)- where a
issued payment has been stopped and cancelled, the following entry
will be made:

Dr Cheque clearing account
Cr Detailed expenditure head account

[to record re-establishment of available funds where chegue has been
issued and subsequently cancelled].

4.14.7.4 Cancdlation of issued payment (with commitment) - If the
cancelled payment related to a prior commitment, then the entry shall
be:

Dr Cheque clearing account
Cr Commitment account

[to re-establish the commitment]
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4.14.8 Budget/funds control entries

4.14.8.1 Thefollowing entries shal be made to reflect the correct level of
funds available in the Appropriation Control Register (manud system)
or funds control module (computer system) whenever budgets are
released, commitments established and payments made againg a given
budget head:

Budget head Appropriation Funds

entries Control (cash Available
available

1) Establishfunds

2) Enter commitment

3) Make payment (with prior
commitment)

4) Make payment (without
prior commitment)
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5 Recalpts
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51 I ntroduction

5.1.1.1 Thischapter deds with policies, accounting trestment and
procedures in relation to receipts.

5.1.1.2 Thepoliciesinclude both generd policiesfor receipts and
accounting policies.

5.1.1.3 The accounting treatment details the records which need to be
maintained for complete and accurate recording of receipts and the
gppropriate double entries for recording the transactionsin the Genera
Ledger.

5.1.1.4 The procedures cover the collection, recording, consolidation of
receipts generdly. Additionaly there are further procedures for
specific classes of receipt. The objective of the proceduresisto
ensure the proper application control of receipts, and the provision of
reliable and complete revenue information for Government monitoring
purposes.
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5.2 General Policies

521

5.2.2

General classification of receipts

5.2.1.1 Receiptscollected by the Government belong to ether the
Consolidated Fund or the Public Account of the respective Federa
and Provincid Governments of Pakistan.

5.2.1.2 All monies collected and accounted for as revenue of the
Government shall form part of the Consolidated Fund and therefore
are available for annua appropriation. Both capital receipts (receipts
sourced from financing activities) and revenue recei pts (receipts
sourced from government operations) belong to the Consolidated
Fund. Also refer to Article 24 of the Account Code, Volume 1 and
Article 78 (1) of the Condtitution.

5.2.1.3 Public Account receipts are monies collected by the Government on
behdf of other parties or held in trust for a specia purpose and are
therefore not available for annua appropriation.

Receipt of public money

5.2.2.1 All moniesreceived as revenue of the Government, must be banked
in the name of the Government without delay and included in the
Consolidated Fund of the respective Federd or Provincia
Governmen.

5.2.2.2 Public Account receipts, other than revenue, must be banked in the
name of the Government without delay and included in the Public
Account of the respective Federa or Provincia Government.

5.2.2.3 All receipts should be identified in accordance with the Chart of
Accounts specification.

5.2.2.4 Amounts due to the Government should only be tendered at
branches of the State Bank of Pakistan or at branches of the Nationa
Bank of Pakistan, acting as an agent for the State Bank of Pakistan,
unless otherwise authorised by the Government.

5.2.25 Officersreceiving public money will be held accountable for dl
public monies received by them and must maintain a proper record of
receipts.

5.2.2.6 All anountsto be deposited into the Government’ s bank account
must be accompanied by areceipt voucher.
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523

5.2.2.7 Any person making a payment to the Government is entitled to

receive proof of payment, through the issue of an officia receipt drawvn
and sgned by the receiving officer.

5.2.2.8 Cadllection of public monies must not be mixed with collection of

private monies. For example, no private monies should be kept in
officid safes or bank accounts.

5.2.2.9 Public monies may be collected at a post office for specified classes

of receipt, as determined by the Government.

5.2.2.10 Public monies received in cash, chegue or any other form of

payment will not be accepted by Government entities at their own
offices, unless specificaly authorised by the Government. In cases
where receipting at Government offices is permitted, the Principal
Accounting Officer of the concerned entity must ensure proper control
and that record of receipts is maintained and public monies are
promptly deposited into the Government’ s bank account.

52211 Any public monies received by a Government office, where

permitted under the above direction are not revenues on the part of the
collecting entity. No public monies received by a Government office
will be retained to meet departmenta or other forms of expenditure
unless otherwise permitted by the Government.

Responsibilities

5.2.3.1 ThePrincipa Accounting Officers of those entities responsible for

administering revenue collections (such astax authorities) must ensure
that dl sums due to the Government are prompitly realised, banked and
credited to the Consolidated Fund. The Principa Accounting Officers
of these entities must dso ensure that:

public monies credited to the Consolidated Fund as reported by
the Accountant Generd, are reconciled/verified with their own
records, at least on amonthly basis

procedures for the generation, control and assessment of bills and
demand notices as required under departmental regulations are
followed.

5.2.3.2 Theoverdl responghility for the accounting of receipts rests with the

Auditor- Generd, under the following adminigrative arrangements.

Provincia and Federa Government receipts will be recorded by
the respective Accountants General in each of the Provinces
through the Digtrict Account Offices and Treasury Offices.

Federal Government receipts will aso be recorded by the Federal
Treasury Office, and where authorised by the Government with the
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consent of the Auditor-Genera, at specia purpose treasuries (e.g.
Customs tressury).

Provincia Government receipts will be consolidated by the
Accountant Generd’ s office in the respective Provincid capitas

Federd Government receipts will be consolidated initidly by the
AGPR sub-offices located in each Provincid capitd, and findly a

the AGPR.

informetion from the bank to the Government;

Flow of receipt information from bank to DAO/AG/AGPR

5.2.3.3 Thefallowing diagram is arepresentation of the overal flow of
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5.3  Accounting Policies
531 Currency
5.3.1.1 All receipts must be accounted for in Pakistani Rupees.
5.3.2 Recognition of revenue

5.3.2.1 Recognition of revenue occurs after the receipt of the money by
the bank or clearance of the cheque Thiswill bereflected in the
accounting records when the bank scroll is received by the AG,
AGPR, DAO or Treasury Office.

5.3.2.2 Inthe case of recapts arisng from borrowings, revenue must be
recognised and recorded in the accounts on the date that the funds are
received at the bank.

5.3.2.3 Wherereceipts are collected a a department/entity, the revenue will
be recognised in the accounts of the Government after the money is
deposited at the bank by the concerned entity.

5.3.2.4 Receiptsshal be recorded on agross basis, that is, at the full
amount received from the payer. Receiptswill not be recorded net of
any related cogts, such as commissions or fees. Such costs are to be
recorded separately as expenditures, under the relevant expenditure
head. Refer to example shown in Direction 5.4.3.3

5.3.3 Acceptableformsof receipt

5.3.3.1 Sumsdue to the Government may be paid in cash, cheque, bank

draft, postdl order and other forms as authorised by the Government.
If payment is received by cheque then the following conditions must be
met:

the cheque must be marked and crossed as ‘ not negotiable’ and
made payable to the Federa Government or Provincial
Government as the case may be. If this has not been done then it
should be completed by the bank teller

the cheque mugt have printed on it the amount in words as well as
figures

under no circumstances should change be given to the payer.

5.3.3.2 Amountsreceived by cheque will only be recognised and recorded
in the accounts when the cheque is cleared by the bank. The receipt
voucher will not be stamped by the bank and issued to the payer until
the cheque has been cleared.
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5.3.3.3 If achequeisdishonoured by the drawer’s bank, the payer's
indebtedness to the Government is retained and appropriate recovery
action will be taken, including natification by the bank to the concerned
adminigtrative department.

5.3.3.4 Peasonsrequired to pay the Government by afixed date must take
depsto ensure that their payment reaches the bank by the due date for
payment. In the case of cheque payment, at least 2 days margin needs
to be given in order to clear the cheque.

5.3.3.5 Post-dated chegques should not be accepted. Whilst a post dated
cheque isavaid ingrument, it will not be honoured by the bank it is
drawn on until the date on the cheque isreached. Therefore when a
person tenders a post-dated cheque, no payment is considered to be
made, and no receipt can be issued, until the date of the chequeis
reached.

5.3.3.6  Payment by credit card or direct deposit facilities will not be
accepted unless approved by the Government.

534 Repayment and refund of expenditure

5.3.4.1 Public monies collected as aresult of an overpayment previoudy
mede by the Government in the same financid year must be adjusted
to reflect the correct level of expenditure that was origindly incurred.
Such receipts must not be treated as revenue.

5.3.4.2 A refund received by the Government for goods and services
purchased represents a reduction in the origind expenditure incurred
by the Government. Refunds received must not be considered as
revenue.

5.3.4.3 Itispermissblein cases where the origind expenditure head used is
not immediately known, for the repayment/refund to be charged to an
appropriate suspense account. This account must be reviewed and
cleared on amonthly basis.

5.3.4.4 Repayments of expenditure from annua gppropriation, occurring in
asubsequent financia year to the origind transaction must be credited
to revenue.

5.3.45 Repayments of expenditure from Public Account heads must be
credited to the same head regardless of when the origina expenditure
was incurred.
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535 Receiptsarising from recovery of inter-departmental services

5.3.5.1 Recoveries arise when goods and services are purchased in one
department and are passed on to another department within the same
Government.

5.3.5.2 Recoveries made by charging departments for inter- departmenta
goods and services are not to be recognised as receipts, asthey are
internd to the Government concerned, and will not to be processed
through the banking system. These recoveries are to be recorded as a
contra-entry to the origind expenditure incurred by the charging
department. Refer to Chapter 12, ‘ Transactions between Government
entities’.

53.6 Granting of discounts

5.3.6.1 Discountsfor negotiation of early payment will not be provided to
payers, unless authorised by the Government. Where a discount has
been given the amount of discount must be indicated on the receipt
voucher.
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54  Accounting for receipts
54.1 Manual accounting records

54.1.1 Thefdlowing primary books of account must be maintained by the
accounts section of the Digtrict Account office and the Accountant
Generd office. All such records must be maintained in Pakistani
Rupee.

5.4.1.2 Sub-ledger - once the bank return is received, the receipt
transaction must be recorded in the Sub-ledger in date order. The
ddegated officer must enter the following details of receipt in the Sub-
Ledger:

date of receipt (not the date the scroll was received)

receipt reference (e.g. receipt number)

receipt description

account code (detailed receipt head)

department reference (if applicable)

amount in Rupees.
The delegated officer must totd this Sub-ledger up at the end of each
day and post the daily totass, by account code, to the Genera Ledger.

5.4.1.3 General Ledger - the Generd Ledger will record baances of
recei pts and expenditures on adaily total basis. The dally totas of
receipt, by account code) must be entered into thisledger. Details
should include:

date
account as per Chart of Accounts
account description
amount in Rupees.
54.1.4 Abdgract - Inamanua accounting system, it is necessary to prepare
an abstract as a supplement to these ledgers, in order to obtain details

from the Sub-ledger or Genera Ledger in an dternative order, or to
consolidate informeation for reporting purposes.

5.4.2 Computerised accounting records

5.4.2.1 Thecomputerised system will automaticaly post the entries from the
Sub-ledger to the Generd Ledger, by account code, and be capable
of producing the necessary views and consolidation points for
reporting purposes.
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5.4.2.2 Inthe computerised system the delegated officer in the accounts
section of the Didtrict Accounts Office or the Accountant General
Office will enter receipt detailsinto the Sub-ledger equivadent of the
computerised system.

54.3 Accounting entriesfor recepts

5.4.3.1 Thedoubleentry required for the recognition of revenue generdly is

Dr Bank account
Cr Revenue account (detailed head)

[to record receipts or advances collected, and placed into the
Consolidated Fund]

5.4.3.2 Thedouble entry required for recovery of overpayment or refund of
payment, within the current financid yeer is:

Dr Bank account
Cr Relevant expenditure head

5.4.3.3 The double entry required for receipt consisting of cash amount and
an associated expense (such as acommission). For example, cash of
Rs 900 received, commission paid of Rs 100:

Dr Bank account Rs 1000
Cr Revenue Rs 1000
and
Dr Commisson expense  Rs 100
Cr Bank account Rs 100

5.4.3.4 Where adiscount has been given by the Government, the discount
shall be recognised as an expense. For example, cash received Rs
500, discount given Rs 50:

Dr Bank Account Rs 550
Cr Revenue Rs 550
and
Dr Discounts givenRs 50
Cr Bank Account Rs 50
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55 Detailed Procedures
5.5.1 Introduction

5.5.1.1 The processng of receipts must comply with the directions laid out
in previous sections of this chapter and observe the following internd
controls:

al monies received for the Government must be recei pted

the officers receiving money must be different to officersraisng
demands and bills for payment

the officers recaeiving money and recording the receipt in the
accounting records must be different

accounting records of receipts must be reconciled to the tax
authority receipt records on aregular basis by a delegated
authority, independently of the officer recording the transaction

aregular bank reconciliation must be performed (Chapter 6)

monthly financia reports must be produced and monitored by a
delegated authority (Chapter 7).
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55.2 Flow diagram overview - receipt of public money through the Bank

5.5.2.1 Thefollowing flow diagram is arepresentation of the receipting
process, for public monies received by the State Bank of Pakistan or
Nationa Bank of Pakistan.
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55.3 Recept of money by banks

5.5.3.1 Thedirectionslaid downin Section 5.2.2, ‘Receipt of Public
Money’ gppliesto the receipt of public money by the branches of the
State Bank and Nationa Bank of Pakistan.

5.5.3.2 Therecaving officer a the bank must ensure that the person
submitting payment to the Government has prepared a receipt voucher
(form 5A) , specifying:
their name
the nature of receipt
amount tendered

place of deposit.

5.5.3.3  Four copies of the receipt voucher must be completely and
accurately prepared. The payer may seek assistance from the
concerned administrative department in obtaining and preparing the
receipt vouchers, where necessary.

5.5.3.4 Thereceipt voucher must be presented, with the money, to abranch
of the State Bank or National Bank of Pakistan. Upon receipt of
money, dl copies of the recaipt voucher must be date- stamped and
sgned by the receiving officer at the bank.

5.5.3.5 The stamped receipt vouchers must be distributed as follows:
the origina copy isretained by the payer

the second copy is presented to the adminigtrative department as
proof of payment (where required)

the third and fourth copies are retained by the bank.

5.5.3.6  The person making payment is entitled to receive an officia receipt
from the bank (Direction 5.2.2.7). This requirement is met by the
stamping and signing of the receipt voucher (Direction 5.5.3.4).
Furthermore:

no additional copies of receipt voucher will be provided in the
event of loss of the original. If requested by the payer, aletter may
be provided giving particulars of the receipt voucher that was
issued

aunique, sequentia receipt reference number must aso be
stamped on al copies of the receipt voucher by the receiving
officer. The receiving officer must keep arecord of this number
series and account for any gapsto their supervising officer.
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5.5.3.7 When payment is received in the form of cheque, the palicy
gpecified in Directions5.3.3.1 t0 5.3.3.5 should be followed. These
directions gpply equdly to other forms of legd tender, such as bank
draft and posta order.

5.5.3.8 The government bank account to be used will be determined by the
nature of the receipt. The relevant government bank account should
be clearly marked on the receipt voucher. The Government to which
the recaipt is attributable must be aso clearly identified on the receipt
voucher.

5.5.3.9 Attheend of each day, the bank will baance the amounts received
to the receipt vouchers. These transactions are then to be
incorporated into the daily bank scrolls (form 6A) prepared for each
government bank account maintained a that branch. These scrolls will
then be passed to the rdlevant Didtrict Accounts Office or Treasury
Office as the case may be, aong with the fourth copy of the receipt
voucher.

55.4 Recept of money by Post Offices

5.5.4.1 Public moniesreceived at the Post Office, acting as an agent of the
Government, include collections of motor vehicle tax and various
licence fees. The Post Office aso conducts savings bank activities.

5.5.4.2 Public moniesreceived by the Post Office must only be conducted
at the ' Pogtal Bank’ facility of the Post Office. Where public monies
are received by Pogt Offices, the general policies set out Section 5.2.2

must apply.

5.5.4.3 Amounts tendered to the Post Office, whereit is acting as an agent
of the Government, must be accompanied by a complete and accurate
receipt voucher. Upon receipt of the money, the Postal Bank officer
shdl date-gamp and sgn dl copies of the receipt voucher and return a
copy to the payer. This officer must dso stamp any other relevant
documents (e.g. licence or passbook).

5.5.4.4 The procedureslaid down in Directions 5.5.3.6 10 5.5.3.8 also
apply to the Post Office performing receipting functions.

5.5.4.5 Theddegaed authority within the Post Office must compile the total
daily collections for each type of receipt and authorise deposit into the
Government’ s bank account.

5.5.4.6 A monthly account will be compiled by the Post Office, indluding dl
receiptsit has collected on behdf of the Government and pass onto the
relevant accounting office. Where gpplicable, the Post Office shall
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aso furnish monthly reports to the relevant administrative ministries and
departments, with signed copies of receipt vouchers.

5.5.4.7 The commisson due to the Post Office for performing an agency for
the Government is recovered through the monthly exchange process.
(refer Chapter 12, ‘ Transactions between Government Entities'). The
rates of commission will be determined by agreement between the
Post Office and the Government.

Receipt of money by other Government entities

55.5.1 Where Government entities are permitted to receive public money in
their own offices, the generd policies set out in Section 5.2.2 also

aoply.

5.5.5.2 The collection office of an entity authorised to receive public monies
must be a secure area

5.5.5.3 Amountstendered to a Government entity must be supported by a
receipt voucher as set out in Directions 5.5.3.2. Upon receipt of
money, al copies of the receipt voucher are to be date-stamped and
signed by the recaiving officer of the entity.

5.5.5.4 The stamped receipt vouchers must be distributed as follows:
the origina copy isretained by the payer
the second copy is kept by the entity as proof of payment

the third and fourth copies are to be passed on to the bank, when
the daily collections are banked by the recaiving officer.

5.5.5.5 Theprocedureslaid downin Directions 5.5.3.6t0 5.5.3.8ds0
goply to Government entities performing receiving functions.

5.5.5.6 An officer, independent of the receiving officer must maintain a
cashbook containing a date-wise record of al receipts collected. This
officer must verify that the depost dip from the bank, agrees with the
recelving officer’ s receipt vouchersfor that day.

5.5.5.7 Amounts exceeding Rs 1,000 should be banked on the same day
received by the entity. If such an amount is received by the entity after
the bank has closed for the day, it must be held in the entity’ s safe and
banked immediately the following day.

5.5.5.8 Recaving officers handling Government money should not aso
handle non- Government money in their officid capacity.
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55.6 Flow diagram overview - recording, consolidation and reconciliation of
receipts

5.5.6.1 Thefollowing flow diagram is arepresentation of the receipt
recording, consolidation and reconciliation process.

Accounts officer w

record receipt
transaction

file the bank return
»| (bank scrolls and
receipt vouchers

enter each
transaction into
Sub-ledger

prepare abtracts
as required

supervising accounts officer I I

close and verify dgil
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5.5.7 Recording of receiptsin accounting offices

5,5.7.1 Itistheresponghility of the Accountant Generd to ensurethat all
government receipts are transmitted to the SBP as soon as possible.
He/she must ensure that the arrangements for distribution of daily bank
returns (scrolls and supporting receipt vouchers) to the respective
acocounting offices are in place, and that al bank branches receiving
public money are regularly submitting returns. The following
procedures are applicable to each accounting office receiving bank
returns for receipts.

5.5.7.2  Anaccounting officeis defined here as the accounts sections of any
of the following organisations

AGPR/AG
Didtrict Treasury
Didtrict Accounts Office.

5.5.7.3 Once bank scrolls are received in an accounting office, the scroll
number, date received, total amount and transaction count must be
recorded in acontrol sheet. Each scroll entry should be checked to
ensure they match to an attached receipt voucher.

5.5.7.4 Itisthe respongbility of the accounting officer to ensure the
classfications made in respect of each receipt are correct. If not
aready done, the appropriate receipt head must be written on the
receipt voucher by the accounting officer. If in doubt, the concerned
adminigirative department should be contacted for clarification on the
proper receipt head to be used.

5.5.7.5 From the scroll and the supporting receipt vouchers, the accounting
officer must then record each of these transactions in the Sub-ledger.
This must include the amount, particulars, receipt head and receipt
number of each transaction, in date order.

5.5.7.6  If necessary for compilation and reporting purposes, other receipt
registers may be maintained. For example a register may be
maintained to record DDO-wise and head- wiserecaipts. All such
subsdiary registers must reconcile on amonthly basis to the Sub-
ledger.

5.5.7.7 Thedally tota of receipts recorded in the Sub-ledger nust reconcile
to the control totals of &l bank scrolls received for that day. At the
end of each day, the Sub-ledger must be closed, verified and signed
off by a ddegated authority.
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5.5.7.8 After the rece pts have been recorded in the Sub-ledger and the
General Ledger, the receipt vouchers and bank scrolls shdl befiled in
the accounting office.

55.8 Consolidation of Receipts

5.5.8.1 Thedally totas for each receipt head from the Sub-ledger must be
posted to the Generd Ledger at the end of each day. Under a manual
system this may require an account-wise abstraction from the Sub-
ledger.

559 Reconciliation of receipts

5.5.9.1 Themonthly reconciliation of the Generdl Ledger will be performed
as st out in Chapter 6 ‘Bank Reconciliation’. Receipts recorded by
the bank/accounting officemust be reconciled on amonthly basisto
the collections recorded by tax and other revenue administration
authorities.

5.5.9.2 Where entities maintain their own cashbooks, a reconciliation must
be performed a the end of each month with the relevant amounts
recorded in the Sub-Ledger. For thisexercise, it will be necessary for
the accounting office to abdtract the relevant entity-wise amounts from
the Sub-ledger.

5.5.9.3 The Accountant Generd and the tax collecting agencies will be
jointly responsible for reconciliation of tax revenues, in the manner
prescribed by the Auditor-Generdl.

5.5.10 Receipt adjustments

5.5.10.1 If achequeisreceived which is subsequently dishonoured by the
bank, it will not gppear in the bank scroll (Direction 5.3.3.2) and
therefore does not require an adjustment by the accounting office.
However, the adminitrative entity must be advised to ensure
gppropriate follow up action to be taken with the payer.

55.10.2 If anerorisidentified in the classfication or amount of receipt then
an adjusting entry isrequired. The origind entry in the Sub-ledger
must be reversed as a separate entry in the Sub-ledger and cross
referenced to the original entry. The correcting entry isthen made, as
aseparatelinein the Sub-ledger. The correction must beinitialed by
addegated authority in the accounting office. For exampleif an
amount of Rs 500 to receipt head 1, should have been made as Rs
750 to receipt head 2, then the required entries are:

Dr Receipt head 1 500
Cr Bank account 500
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ad
Dr Bank Account 750
Cr Receipt head 2 750
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5.6  Treatment of specific classes of receipt

5.6.1.1 Thissection outlines some of the specific classes of receipt in

relation to their accounting treetment and any specific accounting
procedures. It isnot intended to be an exhaugtive list of al receipts, as
this may be obtained from the Chart of Accounts.

56.2 Consolidated Fund

5.6.21

5.6.2.2

Revenue receipts- direct taxes

incometax - includes persona and company income taxes. The
procedures for income tax assessment and colledion, are regulated
under the Income Tax Ordinance, 1979. Income tax receipts, shall
be deposited at the State or National Bank of Pakistan, as set out
inSection 5.5.2. Tax ingaments deducted from employees
sdaries shdl be paid by the employer into the State or National
Bank, with receipt voucher, in accordance with the Income Tax
Ordinance.

property and wealth tax - includes taxes on wedlth, capitd vaue
tax and tax on immovable property and land. The procedures for
property and wedlth taxes are regulated under the Wealth Tax Act,
1963. Similarly these amounts shall be deposited, with receipt
voucher at the State or Nationad Bank of Pakistan.

Revenue receipts- indirect taxes

customs duty and excise - includes cusoms duty imposed on
imports and exports and customs related fines, fees and pendties.
These receipts are normally recorded by Customs Treasuries.
Excisesinclude Federd and Provincid excise duties on arange of
products, commodities and services. The proceduresrelating to
customs duty and excises are regulated by the Customs Act, 1969.
Indl casesthe amount of duty or excise shal be deposited, with a
receipt voucher, at the State or National Bank (or Post Office, as
the case may be).

sales tax - appliesto goods imported, exported or produced in
Pakistan. Specific procedures, levies and exemptionsin relation to
sdestax isregulated by the Sales Tax Act, 1990.

withholding tax - withholding tax on interest earned in bank
accounts shall be deducted by bank, transferred to the Government
bank account and included in the daily bank scroll. Where
withholding tax payable by contractors is deducted a source, this
amount shall be deposited by the employer into the State or
Nationa Bank in accordance the regulations set out in the Income
Tax Ordinance, 1979.
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5.6.2.3 Revenue receipts- other income

income from trading enterprises- the Government may obtain
income from trading enterprises that it owns, other than dividends.
These include proceeds of excess wheat and ather commodities,
recoveries, subsidies (where redlised in cash) and receipts from the
sde/privatisation of trading enterprises.

interest received - interest received is to be treated as
Consolidated Fund revenue, a the time loans and advances are
repaid, or upon encashment of Government investments.

dividendsreceived - where the Government receives adividend
from any trading enterprises in which it is a shareholder, thiswill be
recognised as Consolidated Fund revenue when the interim or final
dividend isreceived.

proceeds from sale of stores and assets - proceedsfrom the sde
of stores and surplus assets are to be treated as Consolidated Fund
revenue, where the initid purchase was made from the
Consolidated Fund. If initid purchase was made from the Public
Account the amount should be credited back to the rlevant Public
Account head. Sde proceeds should not be shown net of selling
costs.

grants and contributions received - any grants or contributions
received by the Government, which resultsin an inflow of cash or
cash equivaent, isto be treated as Consolidated Fund revenue.
However, if the Federal Government receives grant monieson
behdf of aProvincid Government or other bodies, these monies
shall not be trested as revenue in the hands of the Federd
Government. (and vice versa).

judicial receipts - refersto any fees, fines or pendtieslevied by
the civil and crimind courts, arising from the judicia process. These
receipts shal be distinguished from judicia deposits (which are
placed into Public Account) and judicid stamp duties which are
classfied under indirect taxes.

5.6.2.4 Cagpitd receipts

recoveries of investment - refersto recoveries (either from
charging or from sae proceeds) made from various capitd works,
including drainage and irrigation works. It aso includes recoveries
from invesments in financid inditutions.

recoveries of loans and advances - where the Government
provides loans to Provinces, locd bodies or other ingtitutions, the
recovery of principa is recorded as acapitd receipt. Where
Government servants take out an advance, such as ahouse or
motor vehicle advance, the recovery is adso a capitd receipt and
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will be recognised when repayments are made by saary
deduction.

public debt - receipts arisng from al forms of public debt,
including internal and externd borrowings, are placed into the
Consolidated Fund under thishead. The receipt is recognised
when advised by those entities managing public debt.

5.6.3 Public Account

5.6.3.1 Savings schemes

savings bank deposits - these are deposits made into various
savings accounts operated by the Government such as Savings
Bank accounts, National deposit accounts and K haas Deposit
Accounts. These accounts are normaly maintained with Post
Offices and Nationa Savings Centres.

federal savings and deposit certificates - these are deposits
made for savings and deposit certificates (bonds) issued and
guaranteed by the Government. Includes Defence Savings
Certificates, Premium Savings Certificates and National Deposit
Certificates.

5.6.3.2 Depatmenta and judicid deposts

revenue deposits - these are deposits made in Revenue Courts or
in relation to revenue adminigtration, such as customs deposits,
guarantees, earnest deposits and security deposits.

civil and criminal court deposits- these are deposits received
by the courts, including the High Court and Small Cause Courts,
pending settlement.  which will be ether refunded to the payer or
transferred to the Consolidated Fund, depending on the outcome.
These amounts, when received are to be deposited at the bank.

personal deposits- personal deposits are funds dedicated to a
particular purpose, for which a separate account is kept by the
Treasury Office. Contributionsinto these funds are made by
payment from the Consolidated Fund or payments by other bodies.
Theseindude famine rdief, flood rdlief, emergency relief etc.

deposits of self-accounting entities- each sdlf-accounting entity
normally maintains separate accounts for deposits received under
their own rules and regulations.

deposits of local fund - these are deposits made to local bodies
under the generd control of Government or with regard to specific
matters only. Monies shdl not be placed into these funds without
approva by addegated authority in the Government. The balances
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of each locd fund are to be verified by the Accountant Generd a
the end of each financid year.
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6.1 I ntroduction

6.1.1.1 This chapter covers the accounting policies and procedures
gpplicable to the bank reconciliation.

6.1.1.2 This chapter lays down processes to be followed by both the Bank
and the Accountant Generd in order to perform daily and monthly
reconciliaion functions.

6.1.1.3 The State Bank of Pakistan and the Nationa Bank of Pakistan,
acting as an agent for the State Bank of Pekistan, shall be the
Government’ s banker, unless otherwise authorised by the
Government.

6.1.1.4 This chapter does not address the procedures and interna controls
operative within the State or Nationa Bank.

6.1.1.5 For the purpose of this chapter branches of the Nationa Bank are
describe asfollow:

Category A branch - these are main branches of the NBP and
are normdly Stuated in urban aress

Category B & C branch - these branches are normaly Stuated
in rura and remote aress.

6.1.1.6 Thefdllowing key interna controls must be observed in the bank
reconciliation processes.

there shdl be a one-to- one relaionship between the
DAO/AG/AGPR and adesignated branch of either SBP or NBP
referred to asthe Main Designated Branch

al receipt vouchers shal be sequentidly numbered by the bank

the DAO/AG/AGPR shall check the bank scroll with the payment
advice note on adaily bass

the DAO shdl prepare a monthly reconciliation statement for
receipts and expenditures

the Accountant General shal prepare a consolidated monthly
reconciliation statement for each government bank account.
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6.2 Overview

The following isasummary of the relationship between the DAO/AG/AGPR, the
bank and the payee/payer.

DAOIAG

Issue chequ

Bank Scroll with paid Q
cheques and receip

Send daily advice note/
A direct credit advice

[ ] vouchers
'HI 4
Payee

Prepare daily bank scroll

Cash cheque
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6.3 General Policies

6.3.1 Rdationship with bank

6.3.2

6.3.1.1 For payment purposes, the DAO (and AG/AGPR making
payments) shdl only ded with one designated branch of either SBP or
NBP in their jurisdiction and this shal be deemed asthe Main
Desgnated Branch.

6.3.1.2 Where a SBP branch exists, the DAO/AG/AGPR shdl dedl with
that SBP branch. Where a SBP branch is not in the jurisdiction, the
DAO/AG/AGPR g ded with the designated category A branch of
the NBP. Where neither an SBP branch nor a category A branch of
the NBP exigts, the DAO/AG/AGPR shdl dedl with the designated
category B branch of the NBP.

6.3.1.3 Cheguesissued by the DAO/AG/AGPR can be presented at any
bank branch by payee and shal only be cleared a the Main
Designated Branch through the bank clearing system.

6.3.1.4 TheMain Desgnated Branch shdl only clear cheques which are
listed on an advice note sent by the concerned DAO/AG/AGPR.

6.3.1.5 For receipt purposes, government revenue can be deposited at any
branch of SBP or NBP authorised to collect government revenue.

6.3.1.6 The adjustmentsto government bank accounts shal be performed
by the SBP as authorised by the AG/AGPR.

Daily returnsby Main Designated Branch

6.3.2.1 TheMain Desgnated Branch shdl submit adaily return to the
concerned DAO/AG/AGPR in the form prescribed by the Auditor-
Gengd. Thedaily return shdl include the following:

bank scroll (form 6A)

paid cheques

receipt vouchers

transfer advices.

6.3.2.2 When areceipt voucher is deposited at a bank branch, that branch

shall dlocate a sequentia number toit. Where the bank branch
receiving the receipt voucher is not the Main Designated Branch
reporting to the DAO/AG/AGPR, that branch shall forward dl recept

vouchers to the designated main branch a the end of theday. The
Main Designated Branch shdl then dlocate its own unique sequentia
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number when reporting, dong with the bank scroll, to the
DAO/AG/AGPR.

6.3.2.3 TheMan Desgnated Branch shal submit a separate daily return for

each government bank account and for:
expenditure - federd government
expenditure - provincid government
receipts- federd government
receipts- provinciad government
adjustments between government departments
adjustments between different governments.

6.3.2.4 Thetwo main government bank accounts (separate for each

government) are:
Non-food Account (1) relating to other than food transactions
Food Account (1) relating to food transactions.

6.3.2.5 TheMain Designated Branch shdl report on a monthly basisto the

relevant DAO/AG/AGPR through the Monthly Main Designated
Branch Statement (MMDBS).

6.3.3 Cash balance and cash reporting

6.3.3.1 The head office of SBP shdl report cash balances of each
government bank account on adally basis and in the form prescribed

by the Auditor-Generd to the following, as gpplicable to eech
government:

Minigtry of Finance, Idamabad
Department of Finance, Punjab
Department of Finance, Sindh
Department of Finance, N.W.F.P.
Department of Finance, Baochistan
AGPR, Idamabad

AG, Punjab

AG, Sindh

AG, NW.E.P.

AG, Baochigtan.
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6.3.4

6.3.5

Monthly reconciliation

6.3.4.1 A monthly reconciliation of bank accountsis a necessary part of
financid management and is aso an effective measure for detecting and
deterring fraud and irregularities.

6.3.4.2 Every DAO shdl prepare amonthly reconciliation statement for
expenditures and receipts, as set out in direction 6.3.5.1.

6.3.4.3 Therespective Accountant General shall prepare a consolidated
monthly reconciliation statement for each government bank account, as
setoutindirection 6.3.5.2,

Monthly reconciliation statement

6.3.5.1 Each DAO will prepare and provide the following monthly
reconciliation statement to the Accountant Generd.

Outline of DAO Monthly Reconciliation Statement

Expenditure

Total expenditure as per DAO's Generd Ledger X

Less Unpresented (uncleared) cheques/payments.
Item 1
Item 2
Sub-total X

Add: Payments or trandfersin bank statement/
schedule but not in DAO's Generd Ledger:
ltem 1
Item 2
Sub-total X

Adjusted total expenditure of DAO’'s Generdl Ledger X

Total expenditure as per MMDBS

Receipt
Totd receipts as per DAO's Genera Ledger Y

Add: Receptsor transfersin bank statement/
schedule but not in DAO's Generd Ledger:
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Item 1

Item 2
Sub-total Y
Adjusted tota receipts of DAO’s General Ledger Y
Totd receipts as per MMDBS Y

6.3.5.2 The Accountant Generd (AG and AGPR) will prepare a
consolidated monthly reconciligion in the following formet for each of
the govemnment’ s bank account with the SBP under their jurisdiction.

Outline of AG Monthly Reconciliation Statement
for account ----------

Cash balance as per Accountant Genera X

Add:  Unpresented (uncleared) cheque/payments:
ltem1
Iltem 2
Sub-total X

Receiptsin bank statement but
not in AG record:
Item 1
Item 2
Sub-total X

Less Paymentsin bank statement but
not in AG record:
Item 1
Item 2

Sub-total

Adjusted cash balance as per Accountant General

Cash baance as per bank statement

|>< |><‘><
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6.4.1 Daily proceduresflowchart
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6.4.2 Daily proceduresby bank

6.4.2.1 TheMain Desgnated Branch (SBP branch or NBP category A
branch or NBP category B branch) shal submit a daily bank return to
the concerned DAO/AG/AGPR as st out in section 6.3.2.

6.4.2.2 Thedaly bank return shdl include dl transactions for the day and
shall reach the concerned DAO/AG/AGPR by 10 am. next working

day.

6.4.2.3 TheMain Designated Branch shdl obtain proof of delivery of the
daily bank return. Where the daily bank return is persondly delivered
to the office of the DAO/AG/AGPR, the signature and officid slamp
of the officer shdl be obtained. If the Main Designated Branch uses a
courier service, proof of postage as per courier service voucher shdl
be kept.

6.4.2.4 Each category B and C branch of the NBP shdl report (interndly)
the daily balancesto the NBP - HQ (Head Quartey).

6.4.25 TheNBP - HQ shdl consolidate the daily baances received from
category B and C branches and submit a consolidated report, in the
prescribed form, of daily balancesto the SBP - HQ.

6.4.2.6 TheNBP - HQ shdl place such internd checks and controls as
necessary to ensure that al category B and C branches have submitted
the daily report and shall keep arecord of those branches which have
not reported. The NBP - HQ shdl take follow- up actions to receive
daily report from such branches.

6.4.2.7 Each category A branch of the NBP shadl report (internaly) the
daily baances to the designated SBP branch.

6.4.2.8 Each SBP branch shdl submit adaily report in the prescribed form,
of daily baances (including the daily balances of category A branch) to
the SBP - HQ.

6.4.2.9 The SBP- HQ shdl consolidete the informetion received from the
NBP - HQ and SBP branches and report the daily cash badancesto
Accountant General and Finance Department as set out in section
6.3.3.

6.4.2.10 The SBP - HQ shdl place such interna checks and controls as
necessary to ensure that al SBP branches and the NBP - HQ have
submitted the daily report on time and shall keep arecord of those
SBP branches which have not reported. The SBP - HQ shall take
fallow-up actions to receive daily report from such branches.
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6.4.3 Daily proceduresby DAO/AG/AGPR

6.4.3.1 Attheend of each day the DAO/AG/AGPR office shdl send
payment advice notes (as laid down in Chapter 4) to the Main
Designated Branch of the bank it dedls with.

6.4.3.2 Onrecaving the daly bank returns from the Main Designated
Branch, the delegated officer in the Account Section of the
DAO/AG/AGPR shdl carry out the following checks:

supporting documents detail (i.e. paid cheques, receipt vouchers,
transfer advice) agrees with the bank scroll

bank scroll entry agrees with a payment advice note entry
previoudy sent to the Main Designated Branch of the bank.

6.4.3.3 Wherethere are any discrepancies in the bank scroll, the officer
shdl immediately inform the Main Designated Branch and resolve any
differences in writing.

6.4.3.4 Theddegated officer shal make note of those payments which have
not yet been cleared by the bank and check these payments against
the daily bank returns until they are cleared or have passed their
encashment time limit.

6.4.3.5 Theddegaed officer inthe DAO/AG/AGPR office shal dso
update the cheque register as laid down in Chapter 4.
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6.5 Monthly Procedures

6.5.1 Monthly procedures flowchart
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6.5.2 Monthly procedures by bank

6.5.2.1 TheMain Desgnated Branch (SBP branch or NBP category A
branch or NBP category B branch) shdl prepare a“Monthly Main
Designated Branch Statement” (form 6B) of daily balances of receipts
and expenditures for each government bank account.

6.5.2.2 TheMonthly Main Designated Branch Statement shall be sent to the
concerned DAO/AG/AGPR by 2 of thefollowing month. The
ddegated officer in the DAO/AG/AGPR shdl sgn and stamp the
statement once he/she agrees with the daily balances and send a copy
back to the Main Designated Branch within 2 working days of
recaiving the Satement.

6.5.2.3 Wherethe NBP category A (Main Designated Branch) uses NBP
category B & C branches then the NBP category B & C brancheswill
report to the Main Designated Branch.

6.5.2.4 The caegory A branch of the NBP shall send a signed copy of the
Monthly Main Designated Branch Statement to the designated SBP
branch.

6.5.25 The SBP branch shall agree the daily balances reported in this
Statement with the daily balances received earlier during the month
from that category A branch.

6.5.2.6 Oncethedaily baances are verified, the SBP branch shall submit a
monthly report in the prescribed form, of daily balances (including the
balances of category A branch) to the SBP - HQ by 6" of the
following month.

6.5.2.7 The SBP- HQ shdl consolidete the informetion received from the
NBP - HQ and SBP branches and shdl submit a“ SBP Consolidated
Monthly Report” in the prescribed form (form 6C) , of daily badances
to the concerned Accountant General by 8" of the following month.

6.5.2.8 The SBP- HQ shdl place such internal checks and controls as
necessary to ensure that al SBP branches and the NBP - HQ have
submitted the monthly report on time. The SBP - HQ shall take
follow-up actions to receive the monthly report from such branches
and fromthe NBP - HQ.

6.5.29 TheSBP- HQ shdl obtain proof of ddivery of the monthly report
to the Accountant General. Where the monthly report is persondly
delivered to the office of the Accountant Generd, the Sgnature and
officid slamp of the officer shdl be obtained. If the SBP- HQ use a
courier service, proof of postage as per courier service voucher shall
be kept.
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6.5.3 Monthly procedures by DAO/AG/AGPR

6.5.3.1 Onrecaving the Monthly Main Designated Branch Statement from
the Main Designated Branch, the delegated officer in the Account
Section of the DAO/AG/AGPR shdl reconcile the daily ba ances of
receipts and expenditures with its own records (Sub L edger/Generd
Ledger), including the daily bal ances as reported on the daily bank
scrolls.

6.5.3.2 Theddegaed officer shdl invedtigate individua items only where the
daily baances do not agree and shall take into account the main
reasons of any differences (e.g. misclassification).

6.5.3.3 Where differences arise the delegated officer shal compare the daily
transactions on the Genera Ledger with the MDMBS and identify
those entries which are on the Generdl Ledger but not on the MDMBS
and visaversa. The entries found on one record but not on the other
will condtitute the differences and form part of the reconciling items for
the bank reconciliation purpose.

6.5.3.4 The deegated officer shal sign and stamp the statement once he/she
agrees with the daily balances and shdl send a copy back to the Main
Desgnated Branch within 2 working days of receiving the statement.

6.5.3.5 Onthebassof the Monthly Main Designated Branch
Statement/Generd Ledger, the DAO shdl prepare and sgn a“DAO
Monthly Reconciliation Statement”, as outlined in section 6.3.5.1, for
receipts and expenditures and shal submit this statement to the
Accountant General by 7" of the following month along with the
monthly accounts of the DAO office.

6.5.3.6 A signed copy of the Monthly Main Designated Branch Statement
(signed by both the Main Designated Branch manager and the
DAO/AG/AGPR) shdl be sent to the Accountant Genera with the
DAO Monthly Reconciligtion Statement and aong with any supporting
schedule to indicate exceptionsin daily balances.

6.5.3.7 The Accountant Genera shal consolidate the information received
from the DAOs and prepare an “AG Consolidated Monthly Report”
(form 6E) of tota balances of expenditures and receipts.

6.5.3.8 Theddegated officer in the office of the Accountant Generd shall
agree the SBP Consolidated Monthly Report, sent by the SBP - HQ,
to the AG Consolidated Monthly Report prepared by hisher office.

6.5.3.9 Theddegated officer in the office of the Accountant General shall
investigate daily figures only if monthly balances do not agree. The
officer shall prepare a“ Daily Baances Exception List” (form 6F)
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which lists down daily baances reported in the AG Consolidated
Monthly Report but not in the SBP Consolidated Monthly Report, or
vice versa

6.5.3.10 Theddegated officer shdl send a copy of the Daily Balances
Exception List to the SBP - HQ in order to reconcile the differences,
and shall take the necessary foll ow- up actions in consultation with the
Accountant Generd.

6.5.3.11 Onthebassof the AG Consolidated Monthly Report, the
delegated officer shdl prepare an “AG Monthly Reconciliation
Statement”, as outlined in section 6.3.5.2, for each government bank
account.

6.5.4 Summary of bank reconciliation by Accountant General

6.5.4.1 Thefollowing diagram summarises the bank reconciliation process
carried out by the Accountant Generd.

AG Consolidated Monthly Report AG Monthly Reconciliation_Statement
Expenditures
DAO
1 2 3 Total
DAO figure X X X XX
As per As per
Reconciling X X X XX bank AG
items
Opening cash oB oB
. balance
Bank figure X X X XX
Total XX XX
expenditures
Receipts
A Total receipts YY YY
1 2 3 Total 4
DAO figure Y Y Y YY — cl R h
osing cas cB ce
balance
Reconciling Y Y Y YY
items
Bank figure Y Y Y YY l/
Agree to Agree to
SBP's AG's
monthly Monthly
figures Accounts
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71 I ntroduction

7.1.1.1 Thischapter covers the procedures to be followed in the production
of financid reports in accounting offices, including the Auditor-
Generd’ s office, Provincid AG offices, AGPR and DAOs,

7.1.1.2 Centraised Accounting Entities are required to produce (through
DAO/AG/AGPR) their financid reports in accordance with the
procedures set out in this chapter and the format specified in the
Financid Reporting Manudl.

7.1.1.3 Sdf Accounting Entities are required to produce their find reports
as specified in the Financid Reporting Manud. Procedures by way of
guiddines are set out in Chapter 9 in respect of Sdf Accounting
Entities.

7.1.1.4 Centralised Accounting Entities and Self Accounting Entities will
both adhere to the same format as pecified in the Financid Reporting
Manudl.

7.1.1.5 Exempt Entitieswill be required to report key financia information
as prescribed in the Manua of Externd Reporting Requirements.

Issued: 13-Feb-9

Page 7.3 appmrept.doc



Accounting Policies and Procedures Manua

Financia Reporting Procedures

7.2

General Policies

721 Oveview

7.2.1.1 Thefollowing diagram represents the consolidation and reporting

process undertaken by the various accounting offices, including AG,
AGPR and DAOs.

(uapisald usweled ‘a4
J4O|N) SIaSN [euId)Xa 104

0va/4dov

s
/9\18 SJ3SN [RUIAIUI 104

Consolidated
Accounts of the
Federation

Auditor Genaral

T

AGPR AG offices
*Note
Anmual Consolidated Annual Consolidated Annual Aol
Appropriation Accounts Accounts Appropriation
Accounts (Federal) (Provincial) Accounts
(Federal) (Provincial)
Consolidated Consolidated
) Monthly, Quarterly Monthly, Quarterly
ﬁffifez)(v'a sub- | and half-yearly and half-yearly | AG offices
Accounts Accounts
(Eederal) (Provincial)
h
federat— Fprovnciaﬂ—
Monthly Accounts of Monthly Accounts | paos, AG Monthly Accounts of
self-accounting (Receipts and office, treasury self-accounting
entities (Federal) Payments) offices entities (Provincial)

Abstracts (manual system)
Computer generated

reports

General Ledger/Sub Ledger Records

Source Accounting Transactions

* Note: Thiswould include reporting (as an appendix) by Exempt Entities as stated in 7.1
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7.2.1.2 The previous diagram represents the overdl reporting framework, in
which source transactions recorded at DAOSAG/AGPR levd are
consolidated to produce:

Monthly, Quarterly and Haf-yearly Accounts - used to provide
bal ances of receip ts and payments for the Federd and each of the
Provincia Governments

Annua Accounts - used to provide annuad statements of receipts
and payments, assets and liabilities of the Federal and each of the
Provincid Governments

Combined Annua Accounts- used to provide consolidated
satements of receipts and payments, assats and liabilities for the
Federation as awhole, incorporating the Federal Government and
each of the Provincid Government’ sfigures.

7.2.2 Production of Monthly Accounts

7.2.2.1 A separate Monthly Account shall be produced by the DAO for the
Consolidated Fund and the Public Account for both the Federa and
Provincid Governments.

7.2.2.2 TheMonthly Accounts submitted by DAOs and s&lf-accounting
entities shall be a statement of recelpts and payments by entity and
object, recorded in that month, according to the chart of accounts
classfications. The format for the Monthly Accountsis shownin
Section 2.3 of the Financid Reporting Manud.

7.2.2.3 Thetimetable for the submisson of the Monthly Accountswill be
determined by the Accountant General/AGPR. Any delays should be
reported to the Accountant Generd as soon as possible with vaid
reasons, in writing, of such delays and the date on which the accounts
are expected to be submitted.

7.2.2.4 Wherethe due date for submitting the Monthly Accountsfalson a
public holiday, the accounts are to be submitted on the following

working day.

7.2.2.5 Thesubmisson of Monthly Accounts by DAOs and sdif-accounting
entities by the prescribed date shdl not be achieved by early closure of
the books in that office prior the last working day of the month.

7.2.2.6 Certain Generd Ledger accounts are required to be cleared on a
monthly bas's, including suspense accounts, settlement accounts, and
exchange accounts. Thisisreferred to in chapter 16 of this Manual,
‘Generd Accounting Procedures and chapter 12, ‘ Transactions
between Government Entities .
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7.2.3 Production of Consolidated Monthly Accounts

7.2.3.1 The Accountant Generd’s offices (including AGPR) are respongble
for consolideting the accounts submitted by DAOs and sdlf- accounting
entities, into the * Consolidated Monthly Accounts . These accounts
shdl be submitted to the Auditor-Genera and to the respective
Finance Divison/ Department by 15th of the following month.

7.2.3.2 Theformat for the Consolidated Monthly Accountsisshownin
Section 2.2 of the Financid Reporting Manual.

7.24 Production of Annual Accounts

7.24.1 Under Article9 (4) of the Audit and Accounts Order 1973, the
Annua Accounts of the Federa Government and each of the
Provincia Government shdl be produced by the Auditor-Genera
(through the respective Accountant Generd’ s offices).

7.2.4.2 The Accountant Generas offices shal produce the Annua Accounts
by consolidating the Monthly Accounts submitted by DAOs and sdlf-
accounting entities and its own accounts and incorporating adjustments
and other financia information as required by the AG.

7.24.3 TheAnnud Accountsisan annud summary of the overdl financid
position of each Government as a the end of the financid year. This
shdl indude, for eech Government:

a Satement of assats and liabilities. Thiswill indude comparison
with last years actuals.

a statement of receipts and payments for each fund (ie.
consolidated fund, public account)

a gatement of cashflows

a statement of receipts and payments for each of the trust accounts
included under the Public Account

notes to the Accounts.

7.2.4.4 Eachyear, the Accountant Generd will issue ingtructions which st
out the detailed arrangements for closure of the accounts for the yesr.
Theseingructions will include cut-off times for lodgement of find
accounts, adjustments and other information required to compile the
Annua Accounts,

7.2.4.5 The Accountant Generd will issue ingructions to the banks
(NBP/SBP) to ensure that dl receipts collected and payments made in
the currert financia year are promptly reported to the concerned
accounting offices by the prescribed date, prior to the closure of the
accounts.
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725

7.2.6

7.2.4.6 The Annua Accounts shdl be submitted by the Auditor- Genera to
the National Assembly, with a copy to Finance Division by 20™
August following the close of the financid year. In the case of
Provincid Government, Annua Accounts are submitted to the
Provincid Assembly, with a copy to the respective Finance
Department, as prescribed in the GFR regulations.

7.2.4.7 Theformats required for the Annua Accountsis shown in Chapter
3 of the Financia Reporting Manud.

Production of Combined Annual Accounts of the Federation

7.2.5.1 Under Article 10 of the Audit and Accounts Order 1973, the
Auditor- Generd shal produce a Generd Financia Statement,
conggting of asummary of the information from the Annua Accounts
of the Federa Government and each of the Provincia Governments.
This statement is referred to the Combined Annual Accounts of the
Federation.

7.2.5.2 Theformats required for the Combined Annua Accounts of the
Federation is shown in Chapter 3 of the Financid Reporting Manud.

7.2.5.3 The Combined Annua Accounts of the Federation shdl be
submitted by the Auditor-Generd to the President, with a copy to

Finance Division by 30" September following the dose of the financid
year.

Production of Annual Appropriation Accounts

7.2.6.1 Under Article9 (4) of the Audit and Accounts Order 1973, the
Annua Appropriation Accounts of the Federal Government and each
of the Provincid Governments shdl be produced by the Auditor-
Generd (through the respective Accountant Generd JAGPR).

7.2.6.2 The Annuad Appropriation Accountsisacomparative summary of
annua expenditures againgt budget for each grant as specified in the
Schedule of Authorised Expenditure. For detail format and contents
of the annual accounts refer to chapter 3 of the FRM.

7.2.6.3 The Annud Appropriation Accounts shdl identify significant
variations from budget and include explanations for these variances,
given by the concerned spending entities.

7.2.6.4 TheAnnuad Appropriation Accounts shdl be submitted by the
Auditor- Generd to the Presdent, with a copy to Finance Divison by
30™ September following the close of the financid yeer. In the case of
Provincid Government, Appropriation Accounts are submitted to the
Governor, with a copy to the respective Finance Department.
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7.2.6.5 Sdf-accounting entities shdl prepare their own Annua
Appropriation Accounts, however their summearised balances shal be
included in the Annua Appropriation Accounts produced by the
AG/AGPR.

7.2.6.6 Theformat for the Annua Appropriation Accountsisshownin
Chapter 3 of the Financia Reporting Manud.

7.2.7 Production of other financial reports

7.2.7.1 Other reports are required to be produced by the accounting offices
(AG/AGPR/DAOs) at variousintervas. These reports are specified in
the Financid Reporting Manua and include the following:

revenue confirmation statement
dishbursement confirmation statement
divison/department statement

exchange and settlement control account
debt report

losses report.
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7.3  Yea-end accounting policies
7.3.1 Closureof accounts

7.3.1.1 Theaccounts of each year will beformally closed at the close of
business on 30th June. No adjustments for aprior financid year will
be permitted unless they are for:

receipts collected at the bank prior to 30 June, but not received on
the bank scrolls until after 30 June

payments made prior to 30 June but not entered into the accounts

inter-entity adjustments between departments and Governments
relating to the previous year, asindicated in Chapter 12 of this
Manuad * Transactions between Government Entities

adjusments to assat and liabilities amounts, relating to the previous
year

any other adjustments so authorised by the Accountant Generdl.

7.3.1.2 Atthedoseof the financid year, the balances contained in the
Generd Ledger accounts for revenue expenditures and revenue
receipts of the Consolidated Fund shall be closed to the revenue
surplug/deficit account. Any subsequent adjustments made to these
accounts of that year shal dso require aclosing journd ertry.

7.3.1.3 Public Account balances are carried forward into the following,
financid year, however any adjustments relating to a previous financid
year shdl be made through journd entry.

7.3.1.4 The Accountant Generd will formally advise Minidries and
Departments of the cut- off date for the lodgement of claim vouchers
for payment processing a the DAO/AG/AGPR in the current financia
year. No clam voucher submitted after this date will be admitted
unless approved by the Accountant Generd.

7.3.1.5 Should aclaim voucher bereceived at the DAO/AG/AGPRIn
which payment is not due until the new financid yeer (ie. after 1 duly),
the payment will not be issued, and therefore recognised in the
accounts, until the new financid year.

7.3.1.6 Asprovided for in Chapter 4 of this Manud, al outstanding
commitments made during that year shall be duly scrutinised by the
MoF/AG, and provision made in next year' s gppropriation to dlow for
the reinstiatement of valid commitmentsin the next financid year
(Direction 4.3.3.8).
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7.3.1.7 The unspent baarce of al advances, with the exception of the
following advances, as advised by the MoF, must be repaid before 30
June each year:

petty cash advances (these must be reimbursed as a 30 June)
advances of sdary, travelling alowances etc.

mobilisation advances

secured advances

contractua advances.

7.3.2 Rectification of errors

7.3.21 Errorsor omissons found prior to the cut-off date for production of
the Annua Accounts may be made by way of journd entry, submitted
to the respective AG/AGPR offices for gpproval. Such errors or
omissons typicdly indude:

mis-classification of accounts, usudly requiring an adjustment
between heads

failure to record a receipt, payment or adjustment in the accounts
during the year, asidentified in the bank reconciliation

7.3.2.2 Ininterpreting the above Direction, an error or omisson is
consdered to be materid if:

it exceeds 10% of the reported expenditure or revenue reported
againg a particular head

it affects the opening cash balance of the entity/government.

7.3.2.3 Wherethe error affects the opening cash balance of the
entity/government, the opening cash balance in the new financid year
will be adjusted and the following information disclosed in the Annud
Accounts and the Combined Annua Accounts of the Federation (as
the case may be) of the new financia year in which the adjustment was
made;

adescription of each materia error and the financia effect of the
error

description of the accounts which has been adjusted due to that
erors

opening cash balance before (as reported in last year’s accounts)
and after the adjustment

astatement that the error was found after last year’ s accounts
were closed and published.
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7.4 Detailed Procedure
7.4.1 Introduction

7.4.1.1 Thissection describes the procedures to be followed for producing
monthly and annud reports in the AG/AGPR offices.

7.4.1.2 Proceduresfor consolidation of financid information laid out in this
section are largely based on manual operations. In afully
computerised environment the consolidation processisfacilitated by
computer generated reporting.

7.4.1.3 Therecording of accounting transactions, such asreceipts,
payments and inter- entity adjustmentsis covered in the respective
chapters of this Manual.

7.4.1.4 Thekey controlsto be followed in the production of financia
reports are as follows:

accounts must be submitted to the AG/AGPR in the prescribed
format, by the date set by the Accountant Generd.

proper review of financid information a DAO level mud take
place prior to the consolidation and reporting of monthly accounts.
Thisindudes reconciliation of accounting records with other
sources (eg. banks, DDOs) and interna verification of accounting
records and totals.

the Consolidated Monthly Accounts, Annua Accounts and the
Combined Annua Accounts shal maintain a proper audit trail, in
which summarised balances can be traced to generd ledger and
source transaction detalls.
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7.4.1.5 Thefollowing diagram shows how the dements of the chart of
accounts are summarised through the monthly consolidation and
reporting process.

Financial Reporting
Chart of Accounts :
Information Process
Combined
summarised or/mi ised or/mi | totals, f h A |
consolidation] entity (prov & | Maor/minor) summarised| major/mino annual totals, for eac nnual
federal) object fund function summarised level Accounts -
y AGIAGPR
summarised or/mi ised or/mi | totals, f h Annual
consolidation | entity (province/ ma]gr mtlnor sun;mzrlse m?lortr_mno annua ogs‘dolr eTC Accounts -
federal) objec un unction summarised leve AGIAGPR
summarised oy
. . N major/minor| summarised| major/mino thly and to dat Accounts -
| . " monthly and year to date
consolidation | entity (p:rovmce/ object fund function totals, for each AG/AGPR
federal) h level
y summarised level eve
summarised ior/mi ised ior/mi monthly and year to date
consolidation|  entity (within ma]tt)ir mtmor sumfmadrlse m?mr{mmo totals, for each Monthly Accounts
district) objec un unction summarised level DAO level
consolidation/ detailed entit detailed | detailed fun ?etati_led monthly totals, for
abstraction etalled entity object (grant) unction each account
(program) .
| . . i .
%:gzz detailed entity detailed detailed ?uer:?tlilt?: daily totals entered, fo Ge”i’g' '—Ae(ggeRf)(DA
accounts object fund (grant) (program) eachkaccount 9
Sub-Ledger,
. - - Jetailed Budget Head
transaction detailed entit detailed detailed functi transactions entered Register (DAO,
level Y[ object | fund (grant)| 'unction i :
J ) (program) individually, in date order| AG, AGPR)
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7.4.2 Production of Monthly Accounts

7.4.21 DAO level - Each DAO shdl produce Monthly Accountsin
accordance with Section 7.2.1.2 of this Chapter. Thisaso appliesto
accounting offices at Federal and Provincia head quarter leve (i.e.
AGPR and AG own offices).

7.4.2.2 TheMonthly Acoounts prepared by DAO/AG/AGPRisa
summarised entity- cum- object classification of expendituresand
receipts, by minor heads of accounts, recorded during the month in
that office, in accordance with the format set out in the Financid
Reporting Manud.

7.4.2.3 Wheethe DAO isoperaing computerised accounts, the Monthly
Accounts shdl be obtained from a computer generated report of
Generd Ledger baances for the relevant month. These reports will
then be submitted to AG/AGPR via eectronic media

7.4.2.4 Wherethe DAO operatesamanud system, the Monthly Accounts
shdl be obtained from consolidation of the records contained in the
Genera Ledger of the DAO. The date-wise account totas in the
Generd Ledger shdl be consolidated into monthly totals and then
summarised by entity and object code, as prescribed in section 2.3 of
the Financid Reporting Manud.

7.4.25 Wherethe AG/AGPR office requires multiple eement views (i.e.
power to request additiona information) of the monthly financia
information from DAQs, in addition to the entity by object view
identified in Direction 7.4.2.2, the manually operated DAOSSAES
shall prepare a detailed abstract of account balances by entity, object,
fund and function at the required leve, and submit thisto the
AG/AGPR.

7.4.2.6 TheDAO shdl not submit their Monthly Accounts to the respective
AG/AGPR office unless it has first undertaken the following checks.

entity-wise receipts and expenditure records in the Payments
summary (consolidated from the Generd Ledger) agreeswith DDO
-expenditure records signed- off with the respective spending
departmentsDDOs

daily balances of receipts and expenditures for the month (as
recorded in the Sub-ledger) reconciles with the monthly main
branch statement received from the bank branch deding with the
DAO

the totals produced from consolidation have been independently
checked with the Generd Ledger and source records
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the debits and creditsin the Generd Ledger of the DAO arein
balance, and agree with the Sub-ledger.

7.4.2.7 AG/AGPR level - Each AG office and AGPR shdl produce a

Consolidated Monthly Account in accordance with Section 7.2.3 of
this Chapter. The AG/AGPR shdl consolidate the following:

Monthly Accounts submitted by DAOs (in the case of AGPR, via
the AGPR sub- offices), either in manua or computer - generated

format. Those Monthly Accounts received from manua DAO Sites

shdl be keyed into the AG/AGPR computer system to ensure
complete consolidation of balances.

Monthly Accounts relating to the AG/AGPR own office
Monthly Accounts submitted by sdf- accounting entities
inter-Government adjustments

7.4.2.8 The AG/AGPR shdl consolidate the entity information from didtrict

level to Province/Federd level. For example the consolidated report
will provide object-wise andyss for a particular Ministry or
Department, and asimilar analysis for each of the atached
Departments of aMinistry. The Consolidated Monthly Accounts shdl
include year to date analysis of actud receipts and expenditures. The
consolidation sha occur at two leves initidly at sub office leve
(AGPR Idamabad / Pre audit is treated as a sub office) and
subsequently at AGPR leve.

7.4.29 The AG/AGPR office shdl perform the following checks when

producing Consolidated Monthly Accounts:

the Monthly Acoounts submitted by DAOs and equivalent offices
are accompanied by asigned DAO Monthly Reconciliation
Statement (as provided in Chapter 6 of this Manud, ‘ Bank
Reconciliation’) plus any other supporting documents required by
the AG/IAGPR

the AG/AGPR must produce the AG Monthly Reconciliation
Statement (as provided in Chapter 6 of this Manud, ‘ Bank
Reconciliation’) prior to the production of Monthly Consolidated
Accounts

the amounts consolidated by the AG/AGPR are independently
verified with the Monthly Accounts submitted to thet office

al Monthly Accounts submitted by DAOs and sdlf-accounting
entities are in the required format and at the required leve of detall,
aslad down in the Financid Reporting Manud

independent confirmation of balancesis obtained from those
Divisions whose accounts have been consolidated
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independent confirmation of revenues has been obtained from
Central Board of Revenue (CBR)

7.42.10 Where the consolidation of Monthly Accountsin AG/AGPR is
computerised, the information submitted by DAOs and sdlf- accounting
entitiesinto the computer system by an authorised officer in the
AG/AGPR. Thisdataentry shal be checked by aindependent officer.
Where the DAO is dso computerised, the Monthly Accounts
information may be trandferred dectronicdly.

Y ear-end adjustments

7.4.3.1 Yea end adjusments will be made in accordance with the policy
laid downin Section 7.3 of this chapter Y ear-end accounting
policies .

7.4.3.2 Whereayear end adjusment is identified, after the close of the
financid year, but prior to the production of Annua Accounts, this
ghdl be communicated formaly to the AG/AGPR by the relevant
DAO or sdf-accounting entity requesting the adjustment.

7.4.3.3 Thejourna entry associated with each year end adjustment shall be
prepared using Form 4F by the requesting officer in the DAO/sdlf-
accounting entity. This form will indicate the double entry journd
required to recognise the adjustment in the accounts. The completed
journd entry form shdl be sent to the respective AG/AGPR prior to
the cut-off date set by the Accountant Generd.

7.4.3.4 All year-end adjustments must be gpproved by the Accountant
Generd prior to entry into the books of account or computerised
system (as the case may be). The requesting officer shal be advised
by the AG/AGPR office when the journd entry has been gpproved
and entered, (or rejected, with reasons for refusal).

7.4.35 The AG/AGPR shdl mantain aregiger of year end adjusments
performed, with each adjustment represented by a unique sequentia
journd entry number for thet office.

Production of Annual Accounts

7.44.1 Each AG officeand AGPR shdl produce the Annua Accounts for
the respective Provincid and Federd Governmentsin accordance with
the palicy laid down in Section 7.2.4 of this Chapter.

7.4.4.2 The Annud Accounts shal not be produced until the accounts have
been closed for the financid year, dl end-of-year adjustments have
been made and dl Monthly Accounts received by DAOs and sdlf-
accounting entities. The AG/AGPR must aso produce the

Issued: 13-Feb-9

Page7.15 appmrept.doc



Accounting Policies and Procedures Manua Financia Reporting Procedures

745

Consolidated Monthly Accounts for June before producing the Annua
Accounts.

7.4.4.3 Thegenerd procedure for each of the main components of the
Annual Accountsis provided below:

7.4.4.4 Statement of Recelptsand Payments - The information required
for this satement shall be obtained from the year-to-dateinformation
provided in the Consolidated Monthly Accounts, and then classified
according to the format set down in the Financid Reporting Manud.

7445 Statement of Assetsand Liabilities- Thisreport shal be
produced by consolidating the cumulative baances held in the various
assets and liahilities accounts into the required classification and
format, as set down in the Financia Reporting Manudl.

7.44.6 Separate statements of Assets and Liabilities will be produced for
Government of Pakistan (or Provincia Government as the case may
be), and the various trust heads and specia deposit accounts held in
the Public Account of each Government.

7.4.4.7 A trid baance report shdl be produced, indicating the closing
baancesof dl asset and liability accounts, at detall leve for the
Federa or Provincid Government (as the case may be).

7.4.4.8 Thetrid badance report shal be reviewed by the Accountant
Generd, and if satisfied that no further adjustments are required, shall
authorise the consolidated statement of assets and liabilities to be
produced.

7.4.49 Cashflow Statement - this report shdl be derived from the
Statement of Receipts and Payments, and presented in the format
prescribed in Chapter 3 of the Financid Reporting Manud.

Production of Combined Annual Accounts of the Federation

7.4.5.1 TheAuditor-Generd’s office shall prepare this report by
consolidating the financid informeation contained in each of the Annud
Accounts prepared for the Federd Government and each of the
Provincid Governments,

7.4.5.2 Thisreport shdl include a consolidated statement of receipts and
payments and a consolidated statement of assets and liahilities, both in
the required classfication and format, as set down in the Financid
Reporting Manud. These statements shdl show, for each line item, the
baances for each Government individualy as well asthetotd.

Issued: 13-Feb-9

Page7.16 appmrept.doc



Accounting Policies and Procedures Manua Financia Reporting Procedures

7.4.6 Production of Annual Appropriation Accounts

7.4.6.1 The AGPR and each AG office shdl produce Annua Appropriation
Accountsin accordance with the policy laid downin Section 7.2.6 of
this Chapter.

7.4.6.2 The Annud Appropriation Accounts shal show separatdly:

the Schedule of Authorised Expenditure for the year (both Origina
and Supplementary)

asummarised statement showing for each grant, the origind,
supplementary and find budgets, the annual expenditure and
variance againg find budget

an gppropriation statement for voted expenditures

7.4.6.3 The AG/AGPR shal only prepare the Appropriation Accounts once
the Annua Accounts have been finalised. The figures used for actud
expenditures shdl be drawn from the Annua Accounts. The budget
figures used shdl be confirmed by the respective Finance Divison/

Department

7.4.6.4 TheAnnud Appropriation Accounts shdl be signed-off by the
Auditor- Generd, once satisfied that proper audit has been carried out
on these Accounts.
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8.1 I ntroduction

8.1.1.1 This chapter covers the accounting policies and procedures
goplicable to write- offs and recoveries of public money.

8.1.1.2 Thischapter dso setsout policiesfor recovery of amounts owed on
account of outstanding loans and advances given to the Provincia
Governments, local bodies and government employees.

8.1.1.3 Thischapter should also be read in conjunction with chapter 11
Accounting for Liahilities.
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8.2  General Policies
821 Lossof or deficiency in public monies

8.2.1.1 Alossof or deficiency in public moniesisaphysica loss, caused by
any reason, of any government asset or cash, or cash equivaent which
is readily convertible to cash.

8.2.1.2 A lossof or deficiency in money could be dueto:

aloan becomes doubtful (e.g. due to death of an employee or
bankruptcy of an entity)

theft/misgppropriation/fraud
fire, theft or robbery

overpayment or less recovery established as aresult of
audit/management review

overpayment due to incorrect interpretation of rules
negligence of government employee
trangt losses in commaodity trade

any other reason.

8.22 Reporting of losses and deficiencies

8.22.1 Anylossof or deficiency in public monies caused by theft or
otherwise, shal be immediately reported by the officer concerned (the
custodian of public monies) to his’her superior officer aswell asto the
officer who has authority to write-off losses.

8.2.2.2 Suchlossof or deficiency in public monies shal aso be reported by
the officer concerned to the Accountant Generd (apart from the
following exceptions).

8.2.2.3 Theexceptions are:

in the case of Customs Revenue, mistakes in assessments or under
assessments which are discovered too late to dlow a
supplementary dam being made

petty cases, involving losses below Rs 1,000 each.
The above exceptions need not be reported to the Accountant General

unless there are important features which merit detailed investigation
and congderation.
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8.2.2.4 Thefollowing action shdl be taken in reporting losses of or
deficiencies in public monies, known or suspected to be the result of
theft, robbery or fraud committed by an officer.

the PAO of the concerned Division/Department shall advise the
Department of Finance of dl such losses and deficiencies as soon
as they become known

the PAO shall aso, as soon as practicable, provide the
Department of Finance with a detailed report of such losses

the Accountant Generd shdl be advised, by the PAO, as soon as
possible of aloss or deficiency where there are implications that the
losswas caused or facilitated by a breakdown or weaknessin
accounting or control systems operating within the
Divison/Department.

8.2.2.5 Thereporting to the Accountant Genera shall be carried out even
when the loss or deficiency has been made good (i.e. when it isnot a
loss any more).

8.2.3 Responsibility for losses and deficiercies

8.2.3.1 Government employees shdl be held persondly responsible for any
loss or deficiency sustained by the Government through their theft,
robbery, fraud or negligence.

8.2.3.2 Government employees shdl aso be held persondly responsible for
any loss or deficiency arisng from theft, robbery, fraud or negligence
on the part of any other government officer, to the extent to which it
may be shown that the officer concerned contributed to the loss or
deficiency by higher own action or negligence.

824 Write-off and waiver of losses

8.2.4.1 Subject to the limits and conditions specified in the Delegetion of
Financia Powers, adelegated officer may approve the write- off or
waiver of irrecoverable public money lost by fraud, mistake,
negligence of individuas or other causes, provided that:

the loss does not disclose a defect of system, the amendment of
which requires the orders of higher authority, and

there has not been any serious negligence on the part of some
government officer or officerswhich may possbly cal for
disciplinary action requiring the orders of higher authority.

In the case of above, the delegated officer can only gpprove the
write-off or waiver once the orders of higher authority are received or
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8.25

8.2.6

the officers found responsible for negligence have been proceeded
agand.

8.2.4.2 All approvasto the write-off or waiver of public monieswill be
communicated in writing to the Accountant Generd.

Overpayments

8.25.1 All overpayments, immediately they are discovered, shal be
informed to the delegated authority and will be communicated in
writing to the Accountant Generdl.

Recovery of loans and advances

8.2.6.1 Recoveriesof loans and advances from the Federd Governments to
the Provincia Governments and locd bodies are governed by specia
orders of the Government which must specify theterms and conditions
under which loans are to be granted and repaid in each case.

8.2.6.2 Any default in the payment of interest upon aloan or advance, or in
the repayment of the principa, will be promptly reported by the
Accountant Generd to the authority which gpproved the loan or the
advance.

8.2.6.3 Onreceipt of such report from the Accountant Genera, the
authority concerned shdl immediately take stepsactionsto get the
default remedied.

8.2.6.4 Recoveries of advances given to government employees shdl be
subject to periodic adjusments from their sdlaries in accordance with
the rules gpplicable to each case. The gpproving authority (if it is
within their powers) may in exceptiona cases (as defined or guidelines
given by the MoF) order areduction in the amount of the monthly
ingament.

8.2.6.5 Any such reduction shdl beimmediately communicated in writing to
the Accountant Generd.

8.2.6.6 For detailed procedures on recovery of loans and advances, refer to
Section 4.10 of Chapter 4.
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8.3  Accounting for L osses and Recoveries
8.3.1 Recording overpayments

8.3.1.1 Wherean overpayment has been made against a head of
expenditure other than Loan Account and isirrecoverable, the
overpayment will remain a charge to that expenditure head.

8.3.2 Recording lossesand deficiencies

8.3.2.1 All lossesof or deficiencies in public monies shal be recorded by a
delegated officer within the department/entity, in the “ Register of
Losses’ (form 8A) kept for the purpose. The record will show,
where appropriate:

gross vaue of the loss
cause of each loss
the action taken
amount recovered
amount waived or written off and its date
authority for adjustment.
8.3.2.2 The Accountant Generd shdl consolidate the above information on
amonthly bassin the form of Losses Report. The format of Losses

Report is prescribed in section 2.2.10 of the Financid Reporting
Manud.

8.3.2.3 The Accountant Generd shal aso report the lossesin the Annual
Accounts as an annud statement showing the accumul ated losses by
category, detailing amount recovered and amount written off.

8.3.3 Accounting treatment whererecoveriesare certain

8.3.3.1 Whereduring afinancid year the recovery amount of losses or
deficienciesis known and recoveries are certain, the amount recovered
(i.e. when recovery amount received) shal be credited to the origina
expenditure head.

8.34 Accounting treatment where recoveries are uncertain

8.3.4.1 In cases where the circumstances and ultimate amount of alossis
uncertain and the account for the financia year is still open, the amount

shall be transferred to a sugpense |oss account pending the
invedigation.
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8.35

8.3.6

8.3.7

8.3.4.2 Any sumsrecovered while the account for the financia year remains
open shall be credited to that suspense loss account.

8.3.4.3 Any baance of aloss remaining in the suspense loss account when
the account for the financia yeer is closed shdl be regarded asthe find
amount of the loss and charged to the unrecovered losses
(expenditure) head and noted accordingly.

Accounting treatment whererecoveries are received in following or
subsequent financial year

8.3.5.1 Whereany recoveries are made after the account for the financial
year isclosed, they shal be treated as other revenue in the financia
year in which recovery amount is received.

Accounting treatment whererecoveries are received morethan the
loss amount

8.3.6.1 Whererecovery amount received is more than the loss amount
shown in the Regigter of Losses, the excess amount recovered shall be
trested as other income in the financia year in which excess recovery
amount is received.

Accounting entries

8.3.7.1 Thefollowing double entries shal be carried out in relation to
disclosures of recoveries of losses.

Whererecoveriesare certain during a financial year

Dr Bank account
Cr Expenditure head account

[to record recoveries received during afinancia year]

Wher e account for thefinancial year isstill open

Dr Sugpense loss account
Cr Expenditure head account

[to transfer the loss to suspense loss account where ultimate
amount of alossis uncertain]

Dr Bank account
Cr Suspense | oss account

[to record recoveries received]
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On closure of account for the financial year

Dr Unrecovered losses (expenditure) account
Cr Suspense loss account

[to record any net loss not recovered at the financia year end]

Wher e account for the financial year is closed

Dr Bank account
Cr Other revenue account

[to record recoveries received after the account for the financid

year is closad]
Whererecoveriesreceived are morethan the loss (excess
recoveries)
Dr Bank account
Cr Other revenue account

[to record excess recoveriesin the financid year in which the
amount is received]
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91 I ntroduction
9.1.1 Overview

9.1.1.1 This chapter deals with the policies, accounting trestment and
procedures for self-accounting entities.

9.1.1.2 The policiesinclude both generd policies and accounting policies for
sdf-accounting entities. The generd policies provide guidance on the
respons bilities and banking arrangements of a salf- accounting entity.
The accounting policies ded with the basis of accounting, recognition,
classfication, reporting and consolidation of sdlf- accounting entity
transactions.

9.1.1.3 The accounting trestment details the records, which need to be
maintained for complete and accurate recording of salf-accounting
entity transactions and the appropriate double entries for recording the
transactionsin the Genera Ledger.

9.1.1.4 The generd procedures cover the budgetary control, authorisation,
recording, consolidation, reporting and reconciliation of transactions

generdly.

9.1.1.5 The policies and procedures set out in other chapters of the Manual
shdl be applicable to saf-accounting entities. This Manua highlights
references in the other chapters for the key policies and procedures,
which need to befollowed.

9.1.1.6 Where aspecific issue heeds to be addressed the salf-accounting
entity shdl refer to the relevant specific chapter, for example for the
purchase of goods refer to Chapter 13 ‘ Procurement and Asset
Management’ and Chapter 4 ‘ Expenditures .

9.1.1.7 Detailed procedures may additiondly be maintained by the individua
sdf-accounting entities.

9.1.1.8 The policies and procedures contained in the relevant Departmenta
Code, Manud or Regulations shdl continue to be followed. Where
these conflict with the Accounting Policies and Procedures Manud,
thisManud shal prevall.

9.1.1.9 Wherever a government department requires the maintenance of
accounting records, which are not detailed in this manua the form of
the records shall be decided by the entity in consultation with the
Auditor-Generd.
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9.13

914

Definition of self-accounting entities

9.1.2.1 Sdf-accounting entities are those spending entities whose accounting
and financia operations authority has been delegated to them, whether
a Federd or Provincid Governmernt leve.

9.1.2.2 Sdf-accounting entities consequently maintain their own accounting
records. They are required to report summarised financid information
to the Accountant Generd’ s office on amonthly basis.

9.1.2.3 There are other government entities (e.g. Defence and Railways) which
are within the budget sector but are independent. These entities
maintain their own accounting records and submit monthly accounts to
the AGPR’ s office for consolidation. For the purpose of accounting
procedures, these ertities are outside the scope of thisManud.

9.1.2.4 In eddition there are anumber of commercia undertakingsin which the
government has astake. These entities shdl submit quarterly financid
accounts to the controlling government entity in the formatrequired by
the Auditor-General. For the purpose of accounting procedures, these
entities are aso outside the scope of this Manual.

Self-accounting entities

9.1.3.1 Refer to the Rule of Businessfor afull list of the current status of sdif-
accounting entities.

9.1.3.2 Examples of sdf-accounting entities, a the date of issue of this
Manud, are asfollows (these may change over time as ingructed by
the Minigtry of Finance and the Auditor- Generd):

Ministry of Foreign Affairs
Forest Department (Provincid)
Public Works Department.
Independent entities
9.1.4.1 Examples of independent entities (which are salf accounting entities), a
the date of issue of this Manud, are:
Minigry of Ralways
Ministry of Defence.
9.1.4.2 These independent entities shdl follow the broad accounting principles

as described in the MAP and shdl report monthly to the AG/AGPR in
the form prescribed by the Auditor-Generd.
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9.1.4.3 These independent entities shal aso reconcile ther receipts and
expenditures figures with the NBP/SBP on monthly basis and shall
send areconciliation statement in the form prescribed by the Auditor-
Generdl.

9.1.5 Commercial undertakings (Exempt Entities)
9.1.5.1 Examples of commercid undertakings exigting at the date of issue of
thismanud, are:
Nationd Highways Authority
Karachi Electricity Supply Corporation
WAPDA
9.1.5.2 These undertaking shdl report, on annua basis, to the AG/AGPR in
accordance with section 1.2.5 of the Manua of Externa Reporting

(MERR). Theform of reporting shdl be in accordance with section
1.4 of the MERR or as prescribed by the Auditor-Generd.
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9.2 General Policies

921

9.2.2

9.23

Responsibilities

9.2.1.1 Each sf-accounting entity is responsible for dl aspects of its own
financid transactions from budgetary control, gpproval, certification,
authorisation through to recording, reconciliation reporting and
monitoring of transactions.

9.2.1.2 The Principal Accounting Officersin the salf-accounting entities shall
themsdlves be responsible for ensuring that adequate controls and
corporate governance exist over transactions within the entity. This
shdl be evidenced by the PAO signing off each set of monthly
summarised financid information.

9.2.1.3 The Accountant Generd’s office shall be respongble for the
consolidation of the monthly summearised financid information from
sdf-accounting entities. The Accountant Genera shdl dso be
respongible for overseeing that the prescribed accounting system is
generdly in place, and that the data provided by sdlf-accounting
entitiesis based on proper classfication.

Expenditures and Receipts

9.2.2.1 Sdf-accounting entities shdl follow the generd policies asdetailed in
Chapter 4 * Expenditures’ (Section 4.2) and Chapter 5 ‘ Receipts
(Section 5.2).

Transactionswith other gover nment entities

9.2.3.1 Transctions involving sef- accounting entities and other government
entities shal follow the generd policies set out in Chapter 12
‘Transactions between Government Entities’ (Section 12.2).
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9.3  Accounting Policies

931

9.3.2

9.33

934

9.35

General

9.3.1.1 Unless otherwise specified, the same accounting policies applicable to
centraised entities dso gpply to sdf-accounting entities (Sections 4.3,
5.3and 12.3).

Basisof accounting

9.3.2.1 Transactions forming the basis for the monthly summearised finencid
information reported to the Accountant Genera must be recorded on a
modified cash basis (see Section 9.3.3) in accordance with the policies
gpplied to centrdised accounting entities.

Recognition of expenditures and receipts

9.3.3.1 Recognition of expenditures and receipts shall be on amodified cash
basis in accordance with the policies detailed in Chapter 4
‘Expenditures (Section 4.3) and Chapter 5 *Receipts (Section 5.3).

9.3.3.2 Expenditures shdl be recognised by the entities on the date of cheque
or transfer advice issue. All payments issued will be entered in the
cashbook of the disburaing officer. In addition, commitments of Rs
10,000 or 10% of the budget head, whichever is higher, shall be
recognised in accordance with Chapter 4.

9.3.3.3 Revenues shall be recorded on a cash basis.
Transactionswith other gover nment entities

9.3.4.1 Transactionsinvolving sef - accounting entities and other government
entities shdl follow the accounting policies st out in Chapter 12
‘Transactions between Government Entities .

Classification principles

9.3.5.1 Sdf-accounting entities are required to gpply the same common Chart
of Accounts as prescribed by the Auditor- Generd in the Chart of
Accounts Manua and classification principles as detailed in the
accounting policy sections of chaptersin this Manud. The principles
are detailed in this section and are gpplicable to dl saf-accounting
entities where relevant.
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9.3.6

9.3.7

Financial reporting requirements

9.3.6.1 All sdf-accounting entities shdl report monthly summarised financid
information with supporting schedules and vouchers to the relevant
Accountant Generd.

9.3.6.2 Theform in which this summarised financid information and supporting
accountsis reported shall prescribed by the Auditor-Generd, in
accordance with the * Financia Reporting Requirements'.

9.3.6.3 Sdf-accounting entities may prepare additional management
information for their interna use, but these need not be submitted to

the Accountant Gerera unless specifically requested.
Consolidation of self-accounting entities

9.3.7.1 The monthly summarised financid information shal be consolidated
into the Consolidated Monthly Accounts by the Accountant Generd’s
office.
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9.4  Accounting for Salf-accounting Entity Transactions
9.4.1 Manual accounting records

9.4.1.1 Manua accounting records must be maintained for expenditures and
revenues as detailed in Chapters 4 and 5 (Sections 4.4 and 5.4),
induding:
cash accounts shdl be maintained in a cashbook to keep arecord
of dl receipts and disbursements arising in each entity, dong with
supporting registers. These registers shdl include the imprest cash
account (refer to Section 4.2.8 of Chapter 4 ‘ Expenditures),
temporary advance account and settlement account. The cashbook
shall be supported by the Cheque Register. The Auditor-Generd
shall prescribe the form in which these accounts are to be kept

other supporting accounts shall be kept in the form prescribed by
the Auditor-General

additio nd accounts may be maintained by individud sdf-
accounting entities for internal control purposes, but maintenance of
these accounts is not a requirement of the Auditor- Generdl.

9.4.2 Computer records

9.4.2.1 Computerised records shdl function for expenditures and receipts as
detailed in Sections 4.4.2 and 5.4.2 of Chapters 4 and 5, respectively.

9.4.3 Accounting entriesfor self-accounting entity transactions

9.4.3.1 Transactions reported in the monthly accounts to the Accountant
Generd shdl be in accordance with treatment detailed in the
gppropriate chapters of this manud.

9.4.3.2 Sdf-accounting entities shdl follow the policies as detailed in Chapter
4 'Expenditures (Sections4.4) and Chapter 5 ‘ Receipts (Section
5.4).

9.4.3.3 Transactions involving sdf - accounting entities and other government
entities shal be accounted for in accordance with Chapter 12
‘Transactions between Government Entities .
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95 Detailed Procedures
9.5.1 Introduction

9.5.1.1 This section describes the procedures and key controlsto be
performed by sdlf-accounting entities.

9.5.1.2 The processing of sdf-accounting entity transactions must comply with
the directions laid down in previous sections of this chapter.

9.5.1.3 Thefollowing key internd controls must be observed for sdif-
acocounting entities:

budgetary control shal be exercised over salf-accounting entity
funds

money shadl in genera be received at SBP/ NBP's
segregation of duties between officersraising bills for payment,
receiving money and recording money

all claim vouchers must be authorised by a delegated officer within
the entity incurring the expenditure

segregation of duties between claim gpprovd, certification,
authorisation, cheque preparation and chegue sgning.

al fixed assats shdl be recorded in the Fixed Asset Register

aregular, complete and up-to-date bank reconciliation shdl be
performed

source documents, registers and sub-ledgers shdl be reconciled
with transactions recorded in the Generd Ledger

monthly financia reports must be prepared by each self-accounting
entity and signed off by the PAO, for submission to the gppropriate
Accountant Generd for consolidation.

9.5.2 Budgetary control procedures

9.5.2.1 All sdf-accounting entities are required to exercise proper budgetary
control over funds, as detailed in Chapter 3 *Budgetary Control’.

95.3 Receipts

9.5.3.1 Payments to salf-accounting entities should in general be made through
the State Bank and Nationa Bank of Pakistan, in accordance with the
procedures detailed in Chapter 5 Recapts (Section 5.5.3).
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9.5.8

9.5.3.2 Where money is received by the Post Office these shdl bein
accordance with the procedures detailed in Chapter 5 *Receipts
(Section 5.5.4).

9.5.3.3 Where money is received by sdf-accounting entities these shdl bein
accordance with the procedures detailed in Chapter 5 ‘Receipts
(Section 5.5.5).

9.5.3.4 There shdl be segregation of duties between those officersraising
demands for payment, those receiving monies and those recording the
transaction.

Authorisation of expenditures

9.5.4.1 All expenditure shal be gpproved, certified and authorised by
delegated officers within the self- accounting entity, in accordance with
the policies and procedures detailed in Chapter 4 * Expenditures .

9.5.4.2 There shdl be segregation of duties between those officersinvolved in
the processing of the expenditure claim and those signing the payment.

Control of expenditures

9.5.5.1 The Detailed procedures for expenditure control, outlined in the
Chapter 4 ‘Expenditures (Section 4.5) apply equadly to sdif-
accounting entity payments.

9.5.5.2 Payroll shal be operated in accordance with Chapter 4  Expenditures
(Section 4.6).

9.5.5.3 Cash advances shdl be in accordance with Chapter 4 * Expenditures
(Section 4.10).

Recording of fixed assets

9.5.6.1 The details of fixed assets shall be recorded in a Fixed Asset Register
(as detailed in Chapter 13) including assets such as property and
equipment both purchased and congtructed by the entity.

Recor ding of inter-entity transactions

9.5.7.1 The palicies, accounting treatment and procedures for transactions
between sdlf- accounting entities and other Government entities are
detailed in Chapter 12 ‘ Transactions between Government entities .

Reconciliation of self-accounting entity transactions

9.5.8.1 The ddlegated accounts officer in salf - accounting entities shdl perform
the same daily and monthly banking procedures undertaken by the
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DAO'sfor centraly accounted entities, as detailed in Chapter 6. The
‘DAO Monthly Reconciliation Statement’ shdl be the * SE Monthly
Reconciliation Statement’ (form 6D) .

9.5.8.2 Supporting sub-ledgers/registersivouchers/forms shall be reconciled
with transactions reported in the monthly accounts to ensure complete
and accurate reporting.

9.59 Reporting of self-accounting entity transactions

9.5.9.1 The PAO shdl produce monthly consolidated financia information in
accordance with the procedures set out in Chapter 7 * Financial
Reporting Procedures’ (Section 7.4.2)

9.5.9.2 All sf-accounting entities shall submit monthly accounts to the
Accountant Generd (AGPR/Provincid AG). Supporting schedules
and vouchers shal be provided as requested by the Accountant
Generdl.

9.5.9.3 The accounts shdl be submitted in a sandard format dong with the
supporting accounts. This shal be prescribed by the Auditor-Generd.

9.5.9.4 The information provided to the Accountant Generd must be classified
according to the Chart of Accounts.

9.5.10 Consolidation of self-accounting entity transactions

9.5.10.1 The summarised financid information reported each month shal be
consolidated into the Consolidated Monthly Accounts by the
Accountant Generd’s office.
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10 Project
Accounting
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| ntroduction

10.1.1.1 Thischapter covers the accounting policies and procedures

gpplicable to the management of development projects. Itisof key
importance to the Government, donor agencies and other users, that
the cost of dl development projects undertaken by the Government be
accurately measured and progressively reported.

10.1.1.2 Unless otherwise specified in this chapter, the generd policies and

procedures relating to development projects are the same as those set
out in chapter 4 of this Manud, ‘ Expenditures .

10.1.1.3 Thischapter does not address the detailed procedures required for

the preparation, appraisal and approva of development projects.
Such procedures are set out in the *Manud for Development Projects
and other directionsissued by Minigry of Finance (Flanning
Commission).

10.1.1.4 Generd policies and procedures for the preparation of development

project budgets areincluded in chapter 3 of this Manual, ‘ Budgetary
Control Procedures . Project managers are also required to comply
with detailed guiddines for project budgeting issued by individua
ministries and departments.

10.1.1.5 Policies and procedures for the use of assgnment and persona

ledger accounts, which may apply to development projectsin certain
instances, is provided in Chapter 17.
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10.2 General Policies
10.2.1 Definition

10.2.1.1 A development project is defined as ascheme or activity provided
within a development expenditure grant included in the Schedule of
Authorised Expenditure. Development projects typicaly exhibit the
following cheracteridtics

afinite project life

anominated project manager
aspecified source of funding

an approved project plan and budget
specified ddiverables

10.2.2 Responsibilities

10.2.2.1 A project manager shall be appointed for each development
project. Thisofficer isresponsible for both the operationa and
adminigtrative components of the project. The financid powers
ddlegated to a project manager are laid down in the * Delegation of
Financial Powers issued by MoF.

10.2.2.2 TheProject Managers are primarily responsible for the recording
and accounting of the project expenditure on adaily basis. Ona
periodic basis the Project Manager report to the AGPR/AG in the
form as prescribed in the FRM. The AGPR/AG include these prgect
expenditure in the monthly consolidation.

10.2.2.3 The Finance Divigon, through the Planning Commisson, is
responsible for administering the project submission and gpprova
process, through the various project approva bodies.

10.2.2.4 Minigry of Finance, through Economic Affairs Divison, is
responsible for the management of externd and other borrowings
obtained to fund development projects.

10.2.3 Classification of development projects

10.2.3.1 All development project expenditure shall be recorded inthe
Consolidated Fund of the respective Federd and Provincid
Governments.

10.2.3.2 Each development project shal be classfied according to the
elements contained in the Chart of Accounts. Specificaly, the
following classification requirements shell be followed:
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development expenditure out of revenue account is distinguished
from development expenditure out of capita account

devel opment expenditure of each ministry or department is
dassfied by grant number (as given in the ‘fund’ code in the Chart
of Accounts)

each grant isfurther classfied into the particular development
projects under the adminigtrative control of the ministry or
department. Each development project is represented by a project
number as provided in the Chart of Accounts.

the expenditure incurred on each development project is further
classfied by detailed function and object
10.2.3.3 Anexample of this hierarchy is asfollows:
= Ministry of Food, Agriculture and Livestock

»  Grant 152: Development Expenditure on Food and
Agriculture (out of revenue account)

= Project 143: Pakistan Cotton Research &
Development Project

» Detaled functionobject
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10.3 Accounting Policies

10.3.1 Mode of payment

10.3.1.1 Themode of payment for development expenditures shdl bein

accordance with the directionslaid down in Chapter 4 of thisManud,
‘Expenditures (refer to Section 4.3). These directions require thet all
clamsfor payment be duly prepared, approved by a delegated
authority, certified and authorised, before payment can beissued. For
further clarification refer to Chapter 17, where payment is made
through Assgnment Account and Persond Ledger Accounts.

10.3.2 Basisof accounting

10.3.2.1 Expenditure on development projects shall be accounted for on a

cash or as committed bas's, in accordance with the Manud of
Accounting Principles.

10.3.3 Recognition of project expenditure

10.3.3.1 Expenditure on development projects will be recognised in

accordance with the Directions laid down in Chapter 4 of this Manud,
‘Expenditures (refer Section 4.3). Payments made by cheque will be
recognised and recorded in the accounts of the Government on the
date the cheque is issued.

10.3.3.2 All expenditures incurred under development projects included

under the Schedule of Authorised Expenditure must be recorded in the
Government accounting system, regardless of the source of funding.
Direct funding arrangements between donors and project managers
must till be recorded and reported by the Government, if the
expenditure isincluded in the Schedule of Authorised Expenditure.

10.3.3.3 The expenditure of a development project must include dl direct

cogts of undertaking the project. The following items are to be
included in development project expenditures:

the cost of establishment, thet is, sdlaries and alowances of
permanent and temporary staff, including that of the project
manager. Where a staff member is only engaged on the project on
a part-time bas's, a suitable proportion of higher time should be
charged to the project

direct purchases of materids and items of plant and eguipment
acquired exclusively for the project

direct services purchased exclusively for the project such as
training, casua labour and other contract work
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any direct costsincurred and passed on from other departments or
governments that relate to the project, as agreed between the
Principa Accounting Officers of the concerned minisiries and
departments

any other costs set out in the development project budget,
included as part of the Schedule of Authorised Expenditure that
have been incurred

10.3.3.4 Deveopment project expenditures should not include any indirect
cogts, such asinterest, depreciation, or administrative overheads unless
specificaly provided for in the project budget.

10.3.4 Commitment accounting

10.3.4.1 Commitments shal be recorded for development projects, in
accordance with the accounting policy laid down in chapter 4 of this
Manuad (refer Section 4.3).

10.3.5 Recognition of revenue

10.3.5.1 Amounts recovered or income generated by the Government from a
development project, either during or after completion of the project,
will be placed into the Federd or Provincia Consolidated Fund (asthe
case may be) and recorded as miscellaneous revenue. Such monies
shall not be used to meet project expenditures, unless appropriated
through Parliament.
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10.4  Accounting for Project Expenditures
10.4.1 Accounting records

10.4.1.1 The books of account required to be kept by DAO/AG/AGPR
offices, as specified in chapter 4 of this Manud * Expenditures , namely
the Appropriation Register, Sub- Ledger and Generd Ledger shall
include al transaction details associated with development projects
(refer Section 4.4).

10.4.1.2 Thetransactions recorded for development projects at
DAO/AG/AGPR leve shdl be coded according to the Chart of
Accounts, and provide sufficient detail to allow objectwise reporting
for each development project .

10.4.1.3 Within the minigtry or department from which the devel opment
project is managed, detailed accounting records shall be maintained of

each project, as determined by the ministry or department, to meet its
own internal and externa reporting obligations.

10.4.2 Commitment accounting recor ds

10.4.2.1 A section to record commitments will be maintained within the
Appropriation register as specified in Chapter 4 of this Manua
‘Expenditures (refer Section 4.4). Commitments will be recorded
when the DAO/AG/AGPR receives a commitment advice note from
the concerned DDO within the ministry or department.

10.4.2.2 Commitments will be reversed by the authorisng officer once the
clam voucher, relating to a previoudy entered commitment (as
referenced on the claim) is authorised for payment.

10.4.3 Accounting entries

10.4.3.1 Theaccounting entries indicated in Section 4.4.4 relaing to
expenditure transactions recorded in the Sub-ledger by
DAO/AG/AGPR offices are gpplicable to development project
expenditures. In accordance with the Manua of Accounting Principles
and Chapter 4 of thisManud, dl outstanding commitments are to be
duly scrutinised by the AG/MoF and provision made in next years
gopropriation to dlow for the reingatement of valid commitmentsin
the next financid year.

10.4.4 Reporting and consolidation of project expenditure

10.4.4.1 Deveopment project expenditure shal be posted the Generd
Ledger to provide date-wise totd's against each detailed account head.
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10.4.5

10.4.6

10.4.4.2 Inthe manua accounting system the amounts posted to eech
development project account shal be consolidated on a monthly basis
to provide summarised object-wise baances for each development
grant.

10.4.4.3 The consolidated project expenditure for each month shall be
incorporated into the monthly accounts prepared by the AG/AGPR.
This requires the project expenditures recorded by DAOsto be
reported to the AG officein aset format.

10.4.4.4 In the computerised accounting system, the summarised project
expenditure information will be generated by system based reports,
rather than a manua abstraction process.

Reconciliation of project expenditure

10.4.5.1 Expenditure against each project shdl be reconciled on amonthly
basis, between the project managers records and the project
expenditures recorded by AG/AGPR.

10.4.5.2 Where assgnment or persona ledger accounts are in operation,
subsequent releases of fundswill not be made until al expenditures
relating to previous rel eases have been accounted for and reconciled
with the AG/AGPR.

Reporting of project expenditures

10.4.6.1 The progress of each development project should be regularly
monitored againgt budget by the project manager. The project
manager isresponsible for advising the Government and the
sponsoring agency on the overal progress of the project and any
ggnificant deviations from the origind budget and project plan.

10.4.6.2 Attheend of each month, the AG/AGPR shdl prepare, by the
[10™) of the following month, project reports for administrative
ministries and departments on each development grant and the
projects under these grants. These reports shdl provide monthly
expenditure, year to date expenditure, project-to-date expenditure and
comparison with budget under each of these headings.

10.4.6.3 The project manager shal sign off these monthly reports, as part of
the monthly reconciliation of project expenditure with the AG/AGPR.
The project manager will report any discrepancies in these reportsto
the AG/AGPR for follow up action.

10.4.6.4 The monthly project expenditures shal be consolidated to form part
of the monthly accounts prepared by the AG/AGPR.
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10.4.6.5 Theproject manager shal provide expenditure statements and other

reports, as required by donor agencies for progress monitoring and for
reimbursement and advance of funds.

10.4.6.6 Quarterly reports are required by the Planning Commission within 3

weeks from the close of each quarter, in the prescribed format (PC-
[11). This report shal aso be submitted to sponsoring agencies and in
the case of foreign funded projects, to EAD.

10.4.6.7 Thedatusof continuing and new projects approved ismaintained in

the * Public Sector Development Program’, specifying estimates for the
total project cost, expenditure to date and budgetary dlocations for
the current financia year. Each Provincid Government also produces
an equivaent document.

10.4.6.8 Development project expenditures will be subject to the same

budgetary review and re-gppropriation process as other forms of
expenditure. Project Managers, through their Principa Accounting
Officersand Financid Advisors, will submit statements of excesses
and surrendersin relation to their current projects. Development
project expenditures, and the respective excess and surrendered
amounts must dso be included in the Annua Appropriation Accounts
prepared by the AG/AGPR offices.

10.4.6.9 Upon completion of each development project, the project manager

is required to submit a project completion report to the Planning
Commission in a prescribed formet, as well as to the sponsoring entity.
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11.1 Introduction

11.1.1.1 Thischapter coversthe accounting and financia reporting
requirements gpplicable to public debt and other ligbilities incurred by
the Government.

11.1.1.2 Thischapter does not include detail ed procedures for the
management of public debt and other ligbilities asthey are covered by
specific rules and procedures determined by Finance
Divisor/Economic Affars Divison.

11.1.1.3 Thischapter does not specificaly ded with the accounting for
foreign grants, asthey are not lighilities.
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11.2 General Policy
11.2.1 Introduction

11.2.1.1 Themgor categories of liahilities covered in this chapter are;
domestic debt
external debt
deferred ligbilities
employee entitlements.
11.2.1.2 The payment procedures for GP fund and other payments that are

associated with ligbilities are covered in Chapter 4 of this Manud,
‘Expenditures .

11.2.1.3 The accounting trestment for commitments, which also represent
ligbilities, are covered in Chapter 4 of this Manua ‘ Expenditures .

11.2.2 De€finition of liabilities

11.2.2.1 In acordance with the Manud of Accounting Principles, liabilities
are defined as *future sacrifices of economic benefits that an entity is
presently obliged to make as aresult of past transactions or other past
events.

11.2.2.2 Alsoin accordance with the Manud of Accounting Principles, a
liability will be recognised when

it is probable that the future sacrifice of economic benefits will be
required

the amount of the liability can be measured reliably.
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11.3 Categoriesof Liabilities
11.3.1 Domestic debt

11.3.1.1 Domestic debt is debt raised by the Government within Pekistan,
through forms of permanent and floating debt:

Permanent debt - debt raised through the issue of Government
Bonds and raising of loans at fixed rates of interest and fixed
maturity terms.

Floating debt - debt raised through the issue of Treasury Notes
and Treasury Billsfor Ways and Means at variable market rates
and variable maturity terms. This includes Opened Market
Operations by the SBP and short-term finance provided by State
Bank of Pakistan (eg. purchase of 6 month Treasury Bills).

Ingtitutional debt — debt raised from various financid ingtitutions
at various fixed and floating rates of interet.

11.3.1.2 Domedtic debt is managed by Ministry of Finance. The
procedures for domestic loans are regulated by the Public Dett Act
(1944) with supplementary procedures set out in the Government
Securities Manud.

11.3.2 External debt

11.3.2.1 Externd debt isfinance obtained from abroad, in the form of long
term, medium term, and short term debt. The Federd and Provincia
Governments obtain loans (and grants) from foreign donor agencies,
such as foreign banks and organisations, aswell asforeign
Governments. Externd loans may be obtained for particular
development projects (project assistance) or be provided for generd
budgetary support (non project assistance).

11.3.2.2 Externd debt is managed by the Economic Affairs Divison.
Detailed rules and regulations issued by MoF, governing the
adminigtration of foreign loans shdl be followed.

11.3.2.3 Externd debt should be distinguished from grants received from
overseas donors. Such foreign assisted grants are not liabilities.

11.3.2.4 Where externd loans are provided in the form of commodities,
such as supplies, equipment and food, the liability shal be recorded at
the cash (Rupee) equivaent.
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11.3.3 Deferred liabilities

11.3.3.1 Theseareliabilities which arise when monies rased from various
savings schemes and funds launched by the Government are utilised in
operations. Theseligbilitiesare ‘' deferred’ in the sense that they will be
funded by future revenues of the Government, and repaid upon expiry
of the relevant scheme or fund. Deferred lighilities include Savings and
Deposdits Certificates, Savings Bank Accounts and Provident Funds.

11.3.3.2 Theselidhilities shdl be recorded on the Liabilities Register and
form part of the budgeing processin the subsequent years as Sated in
section 3.3.5 of Chapter 3 — Budgetary Control of this Manual.

11.3.3.3 Any initiatives launched by the Government that do not require
repayment (eg. certain classes of debt retirement scheme) are not
considered lidhlities, and shall not be recorded as such.

11.3.4 Cash balance utilisation

11.3.4.1 Further to domestic and externa borrowings and the use of
deferred liahilities, the Government may obtain additiond short-term
finance from the State Bank of Pakistan to fund the overal fiscd
deficit, if it arises. Thisisreferred to as ‘ Cash Balance Utilisation'.

11.3.5 Uncleared cheques

11.3.5.1 Thebdance contained in the cheque clearing account, representing
cheques issued by the DAO/AG/AGPR, sdf-accounting entities and
project directors, but not yet cleared by the bank.

11.3.6 Employee entitlements

11.3.6.1 Thefollowing are classes of lidbility thet exist in reaion to
employee entittements. The recognition of such ligbilitiesin the
accounts shdl be determined, in light of the recognition criteria set out
in the Manud of Accounting Principles, by the Auditor-Generd.

Pension - theligbility arisng from a Government employeg's
entitlement to a stream of payments after they retire from service.
Such liahility shal be subject to periodic review by a professond
actuaries and updated by actuaries estimates.

Encashment of L eave - lidility arigng from entittements to the
various forms of leave earned by Government employees.

11.3.7 Contingent liabilities

11.3.7.1 In certain cases, anounts may be borrowed by public enterprises,
provinces and autonomous agencies on the guarantee of the Federa
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Government or its agencies. These are not liabilities because thereis
no present obligation for the Government to pay the loan, unlessthe
loan defaults. Such guarantees are referred to as* contingent libilities
and will be disclosed in notes to the financid statements. If the loan
under guarantee does default, then aliability will be recognised to the
extent that the guarantee is expected to be fulfilled.

11.3.7.2  Contingent libilities, where identified, shall be recorded in the
Liabilities Regidter.
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11.4  Accounting Policies
1141 General

11.4.1.1 All loan monies received must be recorded as a capitd receipt in
the Federd or Provincia Consolidated Fund. Thisincludes any direct
loans from donors to beneficiaries within the Government.

11.4.1.2 Thedebt sarvicing codt (i.e. interest) and loan repayments must
both be trested as charged items under the Federa or Provincid
Consolidated Fund, and recognised in the accounts when paid.

11.4.1.3 Incertain casesforeign loans obtained by the Government are re
lent to autonomous bodies and agencies, a arate different from that
on which the origina loan was obtained. The differencein interest
earned and interest paid in this case shdl be retained in a separate
head and treated asincome or expense of the Government.

11.4.2 Accounting records

11.4.2.1 Cashtransactions arisng from ligbilities (eg. loan receipts,
repayments of interest and principal) shall be recorded in the Sub-
Ledger and Genera Ledger of the respective DAO/AG/AGPR
offices.

11.4.2.2 Therdated non-cash transactions arising from liabilities (eg. loan
liability, loss or gain on exchange), shal aso be recorded for
incorporation into the Annua Accounts. Where any non-cash
transactions are recorded in the liability records, a corresponding
direct adjustment to equity shall be made, rather than to expenditures
or receipts. A non-cash transactionsis afinancid transaction which do
not involve a cash movement but can effect the outstanding liability eg.
loss or gain on foreign exchange can change the ligbility amount
without any movement of cash.

11.4.2.3 Thedetal of dl lidbilities recognised shdl be held in a Ligbilities
Register by the AGPR and AG offices, and periodicaly updated as
advised from the gppropriate entities. This Register shdl hold aformd
detailed and aggregated record of al recognised liabilities for the
respective Federd or Provincid Governments.

11.4.3 Accountingentries

11.4.3.1 Thefollowing accounting entries are goplicable to transactions
involving ligbilities. These entries shal be made in the Sub-ledger at a
transaction level, and subsequently transferred into the Genera
Ledger.
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11.4.3.2 Theaccounting entry posted , upon receipt of loan moniesis:

Dr Bank Account
Cr Capital Receipts - loans

[recording of loan monies received|

11.4.3.3  Also upon receipt of loan money, the liability record shal be
updated and supporting details recorded in the Ligbilities Regider.

11.4.3.4 Repayments of principa and interest shal be accounted for under
separate heads of account in the Chart of Accounts. The accounting
entriesrequired are asfollows:

Dr Interest Expenditure and/or
Dr Loan Principa Repayments
Cr Bank Account

[to record the repayment of principa and interest on loang)

11.4.3.5 Also upon repayment of the loan, the liability record shal be
updated and supporting details recorded in the Ligbilities Regigter.

11.4.3.6  Wherethe Government receives |loan monies on behdf of other
bodies, the loan receipt should be recorded in the Public Account
againgt an gppropriate head, from which the loan monies will be
transferred. The required accounting entries are as follows:

Dr Bank Account
Cr Loans received (Public Account)

[to record the receipt of loan monies by the Government, on
behaf of other bodies]

Dr Loans received (Public Account)
Cr Bark Account

[to record the transfer of loan monies by the Government, to
recipient bodies]
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11.5 Accounting Procedures

1151

I ntroduction

11.5.1.1 Thefollowing accounting procedures covers the trestment of loans

and other lighilities.

11512 Thefollowing key controls shall be obsaved when processing

receipts and repayments of loans.

cash transactions arising from loans should be identified againg the
proper receipt and payments heads, giving reference to the
concerned Federd or Provincid Government

reconciliation of loan liability records of AG/AGPR with
EAD/MoF, in relation to domestic and externa debt

reconciliation of loan receipts and repayment transactions between
AGPR/AG and EAD/MOF records

reconciliation of loan liability records of AG/AGPR with other
concerned ministries and departments in relation to recognised
lighilities

11.5.2 Loan recepts

11521 Loanmoniesmay be received from lending agenciesin the form of

an advance (eg. mobilisation advance) or reimbursement of
expenditure previoudy incurred by the beneficiary. In the case of
externd loans, the funds are recaived initidly by the Nationd Bank of
Pakistan branch in New Y ork, who then place the funds (through the
NBP-HQ Karachi) into the rlevant bank accounts of the
Government, including assgnment accounts where gpplicable. These
bal ances shdl be reported to the SBP-HQ on a daily basis.

11522 SBP-HQ shdl advise both AG/AGPR and EAD/MOoF, by daily

bank scrall, of the loans received from lending agencies. EAD/MoF
shall aso seek independent confirmation from the lending agency of the
funds depogited.

11.5.2.3 EAD/MoF/FD shdl then provide AG/AGPR with the required

accounting details relaing to the loan receipt (amount, date received,
receipt head to be charged etc.). Upon receipt of this advice,
AG/AGPR shdl make the Sub-ledger acoounting entry specified in
Direction 11.4.3.2, to record the capital receipt and increase in cash,
and at the same time update the ligbility record/Liabilities Regigter in
accordancewith Direction 11.4.3.3.
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11.5.3 Loan repayments

11.5.3.1 Thescheduling of loan repayments is undertaken by EAD (in

relation to externd loans) and MoF (in relation to domestic loans), in
accordance with the schedules provided in loan agreements. When a
repayment needs to be made, EAD/MoF shal authorisethe State
Bank of Pakistan to make the repayment, informing them of the
relevant details.

11.5.3.2 Prior to authorisation, EAD/MoF will conduct a certification

exercise, to ensure the accuracy of the following:
repayment schedules of the loan agreement
amount (principa and interest)
payment of related fees and charges
currency
demand notice from the lender

account heads to be used (principd, interest, related expenses),
and check againgt available budget (i.e. debt servicing budget)

11.5.3.3 If, for any reason the above checks are not satisfied, then the

repayment authority shall not be given to SBP, and instead be referred
back the relevant authority in EAD/MoF.

11.5.3.4 Immediately after aloan repayment is made, SBP shdl inform

EAD/MoF of the repayment, with a copyto AGPR (or in the case of
aProvincid Government, the rlevant AG office). All rdevant details
of the repayment should be included in this advice, indluding loan
identifier, relevant account heads, date of repayment and interest and
principal componerts of the repayment, in Rupees, aswell asthe
relevant foreign currency.

11.5.35 AGPR/AG shdl then make the Sub-ledger accounting entry

gpecifiedin Direction 11.4.3.4 to record the loan principa and interest
repayments, and at the same time update the ligbility record/Liabilities
Regigter in accordance with Direction 11.4.3.5.0f this chapter.

11.5.4 Deferred liabilities

11.5.4.1 Thissection briefly outlines the accounting procedure to be

followed in relation to the recording of deferred liabilities. Specific
procedures for each scheme or provident fund, asissued by the
Government, shal befollowed in dl cases. Thissubjectisdso
covered in Chapter 14 of this Manud, ‘ Public Account Transactions .
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11.5.4.2 Therecept of fundsin regard to the various savings and deposits
schemes operated by the Government is undertaken by designated
banks, savings centres and post offices. These collections are
reported to the National and State Bank who then produce daily
scrolls of receiptsin accordance with Chapter 5 of this Manud,
‘Receipts .

11.5.4.3 When funds are received on account of various deposit and
savings schemes, the transaction shdl be recorded in the Sub-
Ledger/Generd Ledger of the AG/AGPR/DAO againg the
appropriate head within the Public Account:

Dr Bank Account (Public Account)
Cr Rdevant Public Account head*

[*such as Savings Bank Deposits, Federa Savings Certificates,
Federa Deposits Certificates and Nationa Savings and Deposits
Certificates]

11.5.4.4 At the same time as recording the receipt transaction, the
AG/AGPR shdl| update the liability recordsRegister maintained in that
office. In the case of DAOs, their monthly account of receipts against
these Public Account Heads shall be reported to the AG/AGPR who
shdl then updatether lidbility recordg/Liability Register accordingly.

11.5.45 Where the Government makes use of these funds hdd inthe
deferred liability accounts, a receivable entry will be made in the Public
Account. Refer to Chapter 14 of this Manua * Public Account
Transections for details of these entries.

11.5.4.6 Fundshed in savings and deposit schemes shdl be repaid when an
investor submits their certificate for encashment to the designated
bank, savings centre or post office, subject to the terms and conditions
of theindividua scheme and procedures undertaken by these offices.
All payments from the schemes shdl be reported to the relevant
AG/AGPR office.

11.5.4.7 Upon repayment of funds from a savings or deposit schemeto its
investors, the following accounting transaction shal be recorded in the
Sub-Ledger/Generd Ledger:

Dr Relevant Public Account Heed
Cr Bank Account (Public Account)

11.5.4.8 At the same time as recording the payment, the AG/AGPR shdl
update the liability record to reflect the reduction in liability from the
scheme, and dso update the details of the Liabilities Regiter.
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1155 Employee entitlements

11.55.1 Inaccordance with the palicy laid down in Section 11.3.6 of this
chapter, employee entitlements shall be recognised asliabilities when
the recognition criteria (indicated in Direction 11.2.2.2) have been met.

11.5.5.2 Theseliabilities may not necessarily arise from a cash transaction.
For example, a periodic actuarid estimate of pension liability may be
considered more cost-effective than maintaining a ddailed recording
process. The method of liability estimation in these cases will be
determined by the Auditor- Generd, in consultation with the MoF.

11.5.5.3 Where such lidbilities are recognised, they will be raised by
AG/AGPR in the ligbility recordsincluded in the Liability Register and
updated on an annua basis.

11554 Contributionsinto and payments from the General Provident and
other provident funds will be recorded as transactions in the relevant
heads of the Public Account. The procedures for such entries are
covered in Chapter 4 of this Manua, * Expenditures .

11555 Paymentsof penson are made from the Federa or Provincia
Consolidated Fund, in accordance with the procedure laid down in
Chapter 4 of this Manual, * Expenditures’.

11.5.5.6 Peiodic adjusmentsin theligbility records will be made prior to
the end of the financid year, to bring the ligbility balances up to date.
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11.6 Reconciliation of Liability Records

11.6.1.1 Onamonthly bass, AGPR/AG shdl reconcile the balances of
externd and domegtic debt held in its ligbility recards/registersto the
monthly report provided by EAD, in accordance with the reporting
requirementsidentified in Direction 11.7.1.2.

11.6.1.2 Thereconciliaion between AG/AGPR and EAD/MoF baances
shdl identify any gains and losses arising from foreign currency loans.
A record of such foreign exchange gains and losses shal be kept by
AG/AGPR by adjusting (increasing for aloss, decreasing for agan)
the liability record and making a corresponding adjustment to equity.
The losses and gains identified during reconciliation shal be agreed
with EAD/MoF & the end of each financid year.

11.6.1.3 Also, on amonthly bass the balances contained in the accounts of
recei pts and payments in respect of loans and other liabilities shdl be
reconciled by AG/AGPR to the movement in the liability
records/registers maintained by these offices.

11.6.1.4 Onamonthly bass, EAD/MoF shdl reconcile:

the sum of al domestic and foreign loan receipts advised by SBP,
to the accounts of 1oan receipts as recorded by AG/AGPR

the sum of dl authorised loan repayments confirmed by SBP to the
accounts of loan repayments (interest and principd)
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11.7 Reporting of Liabilities
11.7.1  Annual Accounts

11.7.1.1 Bdancesof lidhilities, in their various forms, will be reported in the
quarterly, sx monthly and annua accounts. In accordance with the
Financid Reporting Manud, the classes of liability to be recognised
shdl indude:

public debt
deferred lidbilities

other classes of liahility, as approved for recognition by the
Auditor- Genera

11.7.1.2 To support the above disclosures, EAD/MoF shall prepare on a
monthly basis, a Debt Report (see 1.3 and 1.3aof MERR) containing
bal ances of the various classes of public debt, and movementsin those
balances. This report shal be produced in accordance with the format
laid down in the Manud of Externd Reporting Requirements.

11.7.1.3 AG/AGPR shdl then verify the information submitted in the Credit
Report to their own liability records and registers, before incorporating
into the Consolidated Monthly Accounts. The AG/AGPR shall
investigate and agree with the EAD/MoF any differences which may
arise during their verification of the Credit Report.

11.7.1.4 AG/AGPR shdl dso incorporate the balances of other liabilities
(indluding current and deferred liabilities) into the Consolidated
Monthly Accounts.

11.7.1.5 EAD/MoF shdl dso obtain monthly reports from project
authorities (project directors and controlling minigtries), providing
detail on the receipt and utilisation of external and domestic loans.
EAD/MoF shal watch for the correct utilisaion of funds, and identify
any funding received outside of the NBP/SBP process.
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I ntroduction
12.1.1 Overview

12.1.1.1 Thischapter dedswith the policies, accounting trestment and
procedures for transactions between the Government entities.

12.1.1.2 Thepoaliciesinclude both genera and accounting policiesfor
transactions between the Government entities. The generd policies
give guidance on how particular inter-entity transactions should be
handled. It dso indicates the responsbilities of the supplying and
recaiving entities. The accounting policies ded with the recognition
and consolidation of transactions between the Government entities
using exchange and settlement accounts.

12.1.1.3 Theaccounting trestment details the records which need to be
meintained for complete and accurate recording of transactions
between the Government entities and the appropriate double entries
for recording the transactions in the generd ledger.

12.1.1.4 The procedures cover the gpprova, recording, transfer of funds,
consolidation, reporting and reconciliation of transactions. Additiondly
there are further procedures for specific classes of transaction.

12.1.2 Definition of transaction between the Gover nment entities

12.1.2.1 A transaction between the Government entitiesiswherea
transaction originates in one Government entity but is subsequently
transferred to another Government entity. The exact circumstancesin
which this occurs are detailed in Section 12.2 ‘ Generd Palicies .

12.1.3 Types of transaction between the Gover nment entities

12.1.3.1 Thetwo principd types of transaction between Government entities
are:

purchase of goods/services or receipt of income by one
government entity acting as an agent for another government entity
(the principd entity), for example the central stores facility

provison of services by one government entity to another
government entity. For example the PWD providing aserviceto a
spending department. This may include the purchase of
goods/supplies on an agent basis as above.

12.1.3.2 The provison of servicesis subdivided further into services for
which:

charges should not be made
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charges should be made.
12.1.4 Types of government entitiesinvolved in the transactions

12.1.4.1 Thetwo principa types of transaction are between:
departments in the same Government (inter- department)

Governments (inter- Government), who maintain separate
accounting records and bank accounts.

12.1.4.2 Theinter-department transaction is subdivided further into:

transactions between departments centrally accounted for by the
Government, maintaining the same bank account (generdly Non-
Food)

transactions involving salf-accounting entities, who maintain their
own accounting records, but who submit their accountsto the
Accountant Generd’ s office each month to be consolidated with
the central records. These generaly maintain the same bank
account (Non-Food) with the State Bank but may have separate
bank accounts

transaction involving minigtries outsde the Pakistan Audit

Department system who maintain separate accounting records and
bank accounts (Railways).

12.1.4.3 Theentity in which the transaction initidly occursis termed the
originating entity, thiswill be the entity acting as agent/supplier.

12.1.4.4 The entity to which the transaction is transferred is termed the
principa or receiving entity.
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12.2 General Policies

12.2.1 Overview of types of inter-entity transactions and processes
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12.2.2 Purchase of goods/services by one Gover nment entity acting asan
agent for another Government entity.

12.2.2.1 Thetwo principa types of purchase on behaf of another entity are:

specific purchase of agood/service for aknown principd
entity/entities

generd purchase of a good/service where the principa
entity/entities is unknown.

12.2.2.2 Where a specific purchase is made and paid for by the principa
entity this should be regarded as a direct purchase by the principa
entity which will benefit from the good/service and the following
policies applied:
the policies and procedures relating to the purchase detailed in
Chapter 4 ‘ Expenditures must be applied

the expenditure must be charged directly to the principd entity
benefiting from the purchase

approval must be immediately obtained from the delegated officer
within the principa entity benefiting from the purchase and not the

entity acting as agent
consequently, no inter-entity transaction isrequired, asthe entity
incurring the expense is the one receiving the benefit.

12.2.2.3 Where agenera purchase is made and paid for by the agent this
should initidly be regarded as an expense to the agent entity making
the purchase. Subsequently when an issue is made, the appropriate
proportion relaing to any issues must be trandferred to the principa
entity ultimetely receiving the goods/services. When an issueis made
and the following policies gpplied:

the policies and procedures relating to the purchase detailed in
Chapter 4 * Expenditures must be applied

the expenditure must initialy be charged to the originating entity
acting as agent

goprovad mug initidly be obtained from the entity making the
origind purchase and subsequently from the principa entity
obtaining the ultimate benefit

subsequently the gppropriate proportion of this expenditure must

be transferred to the principa entity to whom the purchase issue is
mede

consequently, an inter-entity transaction will be required, to
trandfer the expense from the origina purchaser to the beneficiary.
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12.2.2.4 Thegenerd policies are applied to purchases. Smilar generd
policies must be applied to receipts, but in accordance with Chapter 5
‘Receipts rather than Chapter 4 * Expenditures..

12.2.3 Provision of services by one government entity to another gover nment
entity

12.2.3.1 Provison of supply/service should be set downin a supply/service
agreement between the entities.

12.2.3.2 A government entity shall not charge another government entity for
sarvices, unless directed by the Ministry of Finance and provided by a
supply/service agreement. Consequently the costswill remain with the
entity making the supply and an inter- entity transaction will not be
required.

12.2.4 Responsibilities

12.2.4.1 Thesupplying and receiving entities must have clear and defined
roles and responghbilities, for example in supply and service
agreements.

12.2.4.2 The supplying and receiving entity must each be respongble for their
own actions, whether an inter- entity transaction is required or not. For
example, dthough no inter- entity transaction will be required where a
serviceis provided, the receiving entity must till be responsible for the
part that it plays including in the specification, acquisition and
consumption of goods/services.

12.2.4.3 Ingenerd the diginction between supplying and receiving entity
responsibilities should be that:

the receiving entity should be responsible for the requirement
(volume/standards of service) and the use to which the
goods/services are put

the supplying entity should be responsible for the efficiency,
economy and effectiveness with which it meets the recaiving entity’s
requirement and will be held responsible for any waste resulting
from deficienciesin its own operations, unless otherwise specified in
the supply/service agreement (Direction 12.2.4.4).

In practice the digtinction will depend on the unique circumstances of
the agreement between the two entities

12.2.4.4 The supply and service agreement shal specify whether the
supplying or receiving entity is responsible for losses or rectifying
mistakes.
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12.2.4.5 Where an inter-entity transaction is not required and the receiving
entity immediately records the expenditure:

the supplying entity must till be respongible for the part it playsin
providing the goods/services, as detailed in Direction 12.2.4.3.
Thismust include the gpprova of invoice clamswhere, acting asan
agent, it isin amore appropriate position to perform this role than
the ultimate receiving entity

the receiving entity should not incur further costs by duplicating
these checks, but should ensure that these checks have been
satisfactorily performed before approving the claim.

12.2.4.6 Where the ultimate recipient of a good/sarvice is unknown or where
the cost will be tranferred later via an inter-entity transaction:

the approva of claims must be performed by the originating ertity
acting asagent

subsequently the supplying entity, as the entity in which the
transaction originated shall issue an approved inter- entity
transaction claim form [Form 12A] for authorisation by the
receiving entity

the supplying entity should submit any rdevant invoice dams with
theinter-entity claim forms as supporting documents, if requested
by the receiving entity.

12.2.4.7 Where atransfer of fundsisrequired, the entity making the payment
must issue a natification to the SBP via the Accountant Generd’ s
office to initiate the transfer and inform the entity receiving the funds of
the transfer.

12.2.5 Mode of payment

12.2.5.1 The nature of settlement required depends on the status of the
entitiesinvolved in the transaction, as detalled above in Section 12.1.4.

12.2.5.2 Inter-department transactions, where the departments share the
same bank accounts, require no transfer of funds.

12.2.5.3 Inter-department transactions, where the departments do not share
the same bank account, require transfer of funds.

12.2.5.4 Inter-Government transactions, as they do not share the same bank
accounts, require transfer of funds through the settlement process.
However below athreshold set by the Comptroller Genera the
trandfer of cash may be more effectively performed through the issue
of acheque by the entity making the payment.
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12.3 Accounting Policies
12.3.1 Recognition of inter-entity receipts

12.3.1.1 Themgority of recepts arigng from inter-entity transactions, are
recoveries of expenditure dready incurred and therefore shall be
recognised, in the accounts of the charging entity, as such and not as
income. Receipts which are income should be recognised as such in
accordance with Chapter 5 * Receipts .

12.3.1.2 Recognition of the expenditure recovery arigng from an inter- entity
transaction must occur in the accounts of the charging entity on the
date that the cash transfer is made by the transferor (Direction
12.4.3.2).

12.3.2 Recognition of inter-entity expenditure

12.3.2.1 Recognition of expenditure incurred directly by a government entity
ghdl be consstent with Chapter 4 * Expenditures .

12.3.2.2 Recognition of expenditure incurred by agovernment entity acting
as an agent, where the principa entity is unknown, shal be consstent
with Chapter 4 * Expenditures’.

12.3.2.3 Recognition of expenditure arising from an inter-entity transaction
shdl occur in the accounts of the entity being charged on the date that
the cash transfer is made by the transferor (Direction 12.4.3.2).

12.3.3 Exchange accounts

12.3.3.1 All inter-entity transactions within the same government involving
sdf-accounting entities and entities outside the control of the
Accountant Generd’ s offices must be accounted for using the
exchange account process and therefore any transfers must be
reflected in both sets of accounts (ie the government and the entity)
Thisis described in detall in the Accounting Treatment section of this
Chapter (Section 12.4).

12.3.3.2 The permissible exchange accounts shall be detailed in the Chart of
Accounts. Exchange accounts used should conform with those
detailed in the Chart of Accounts.

12.3.4 Settlement accounts

12.3.4.1 All inter-entity transactions between governments must be
accounted for using the settlement account process. Thisis described
in detail in the Accounting Treatment section of this Chapter (Section
12.4).
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12.3.4.2 Settlement accounts will arise as aresult of

amounts recelvable/payable to another government brought
through book adjustments

Federa/Provincid receipts and payments at Provincid/ Federd
account offices

recei pts/payments relating to Departmental Officers from other
governments

misclassifications which subsequently require adjustment through
the Settlement account process.

12.3.4.3 An example of a misdlassfication adjustment would be Federa
receipts which are misclassified in the Provinces. These should not
normally be processed using settlement accounts Thisis because the
recei pts should be banked into the appropriate Federd Government
bank account at the point of collection. Thisinformation isthen
submitted to the relevant AGPR sub-office. However, where areceipt
is collected and incorrectly posted to the Provincid account and then is
adjusted to the Federa accounts (or vice-versa), the settlement
account process will be required.

12.3.4.4 All inter-entity transactions between governments shdl be
processed using settlement accounts apart from:

alocation from the generd divisible pool of resources by the
Federal Government to the Provinces (share of Federd taxes)

grants paid to the Provinces by the Federa Government

repayments of principal and interest by the Provinces for loans
provided by the Federal Government.

12.3.4.5 Adjusmentsinvolving the settlement account process and the
transfer of cash should be reflected in the accounts of both entitieson a
monthly bess.

12.3.4.6 Settlement account transactions relaing to afinancid year must be
notified to the State Bank by 15™ duly of the following year. [Any
transactions received by SBP after this date will remain in the rlevant
suspense accounts until clearance in the following financia yeer.]

12.3.4.7 The permissible sattlement accounts shal be detailed in the Chart of
Accounts. Settlement accounts used should conform with those
detailed in the Chart of Accounts.
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12.3.5 Transactionswith foreign Gover nments

12.3.5.1 All amounts duefor payment or receipt on behaf of foreign
Governments and other States must initialy be recorded in the
accounts of the Federal Government under the head * Accounts with
foreign Governments', pending recovery from or payment to those
governments. Subsequently, if appropriate, an adjustment between the
Federa and Provincia Governments should be made.

12.3.6 Transactions between gover nment entitiesand gover nment commer cial
undertakings

12.3.6.1 A government entity must charge and be charged for goods/services
provided to/by government owned commercia undertakings and
autonomous bodies. Such transactions should be considered the
same, in principle, to any amslength transaction between government
entities and private sector bodies.

12.3.7 Consolidation of inter-entity transactions

12.3.7.1 Inter-entity account balances within the same government shdl be
recognised in the accounts of the individua entity, but cancelled out on
consolidation. Consequently the balances should not be recognised in
the Consolidated Monthly Accounts.

12.3.7.2 Inter-entity account bal ances between governments shall be
recognised in the separate accounts of each government, but cancelled
out on consolidation in the Federal and Provisional Government’s
accounts.
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12.4  Accounting for transactions between Government entities
12.4.1 Manual accounting records

12.4.1.1 Manud accounting records must be maintained for expenditure and
receipts as detailed in Chapters 4 and 5 of this manual.

12.4.2 Computerised accounting records

12.4.2.1 The computerised system will operate for inter-entity transactions
for expenditures and receipts as detailed in the appropriate Chapters 4
and 5 of thismanud.

12.4.3 Accounting entriesfor transactions between gover nment entities

12.4.3.1 Where atransaction between government entities needs to be
recorded, as defined in the policy section (Section 12.2), the
gppropriate double entry is dependant on the type of entities involved,
as defined in the introduction to this Chapter  (Section 12.1).

12.4.3.2 Inter-Government transactions
Example: The Federd Government incurs an expenditure and

charges for issues supplied to a provincia government
(Direction 12.1.4.1).

recognition of incurring the expenditure
Federa accounts

Dr Federd/Provincid settlement account
Cr Chegue clearing account

recognition of inter-entity transfer, when transaction is passed from
AGPR to the Provincid AG.

Provincid accounts

Dr Expense head account
Cr Federd/Provincia settlement account

Recognition of transfer of the cash between bank accounts, from
Provincid AG to Federad AG, on receipt of clearance memo from
bank.
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Federa accounts

Dr Bank account
Cr Federd/Provincid settlement account

Provincid accounts

Dr Federd/Provincid settlement account
Cr Bank account

12.4.3.3 Inter-department transactions

a) Transaction between departments centrally accounted for by the
Government (Direction 12.1.4.2)

Example: Department A initialy incurs an expense on behdf of
Department B

recognition of inter- department transfer

Dr Department B Expenditure Head
Cr Department A Expenditure Heed

b) Additiondly where the departmentsdo not share the same bank
account the department making the cash transfer shdl notify the SBP
of thetransfer (Direction 12.1.4.2).

c) Transaction between departments accounted for involving sdif-
accounting entities, not requiring a transfer of funds (Direction
12.1.4.2).

Example: Depatment X provides supplies/services to the
Department Y.

Recognition of incurring the expenditure
Department X’ s accounts

Dr Dept X/Dept Y exchange account
Cr Cheque clearing account

X sends the voucher to Department Y, Department Y will either
accept or reject the transfer. Upon acceptance, and exchange of
vouchers, the journd entry is.

Issued: 13-Feb-9

Page 12.13 appmtbge.doc



Accounting Policies and Procedures Manua Transactions Between Government Entities

Recognition of inter-entity transfer
Department Y’ s accounts

Dr Expenditure
Cr Dept Y/Dept X exchange account

d) Additionaly where the departments do not share the same bank
account the department making the cash trandfer shdl notify the SBP
of the transfer (Direction 12.1.4.2).

At the end of the month, the monthly civil accounts must net out the
exchange account. This exchange process may be carried out on a
monthly basis, and not necessarily on an individud transaction basis.

Recognition of transfer of the cash between bank accounts, from
Department Y to Department X on receipt of clearance memo
from bank.

Department X accounts

Dr Bank Account
Cr Dept X/Dept Y exchange account

Department Y accounts

Dr Department Y/ X exchange account
Cr Bank Account

12.4.4 Transaction between a gover nment entity and a commercial entity

Double entry in accordance with Chapter 4 ‘ Expenditures and
Chapter 5 ‘Receipts
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125 Detailed Procedures

12.5.1 Introduction

12.5.1.1 Thissection describes the procedures and key controlsto be
performed for inter-entity transactions.

12.5.1.2 Theprocessing of inter-entity transactions must comply with the
directions laid down in previous sections of this Chapter.

12.5.1.3 The procedures apply to those Stuations detailed in the Genera
Policy section and highlighted in the overview (Section 12.2.1) which
giverise to inter- entity transactions being required.

12.5.1.4 Thefadlowing key internd controls must be observed for inter-entity
transactions:

al expenditure clam vouchers shdl be approved

no charges shdl be made for services between Government
entities unless ingtructed by the Ministry of Finance

al inter-entity transactions must be supported by inter- entity
trandfer forms, prepared and approved by the entity making the
charge and approved by the receiving entity

al inter-entity transfers of cash above a monetary threshold must
be performed through the settlement account process and aregular
bank reconciliation must be undertaken to include these transfers
(Chapter 6)

monthly financia reports must be produced and monitored by a
delegated authority detailing inte-entity transactions (Chapter 7)

the Accountant Generd’ s offices must perform monthly
consolidation of division/department accounts in which inter-erntity
bal ances must be reconciled and exchange and settlement account
balances cleared.

12.5.2 Budgetary control procedures

12.5.2.1 Theprincipd entity must ensure that the funds are available for the
inter- entity transaction.

12.5.2.2 Any supplying entity required to undertake work or incur
expenditure on behdf of another isrequired to exercise proper
budgetary control over funds provided by the principa authority as
detailed in Chapter 3 ‘Budgetary Control’ and in the responsibilities
section of this chapter (Direction 12.2.4).
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12.5.2.3 Thesupplying entity must ensure thet:
the funds provided by the principa entity are not exceeded
the money is spent for the intended purpose
any anticipated savings are promptly surrendered back to the
principa entity, unless agreed otherwise.

12.5.3 Expenditure processing and recording

12.5.3.1 Theprocedure for processng and recording of expenditure clam
vouchers shdl be in accordance with Chapter 4 * Expenditures .
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12.5.4 Approval of inter-entity transactions

12.5.4.1 Overview

Officer preparing form

within the originating entity
Inter-entity Transfer
Form
If form is not approved
Approving Officer within 9
the originating entity W—>J CHECK —
If form is approved
Transfer form sent
to receiving entity | |
Sent back to
incurring entity
Approving Officer within L]
entity being charged ,nl
Certify and approvg
the form i scted
Send to DAO/AG fdr orm rejecte
recording
9

Accounting Officer
in DAO/AG
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12.5.4.2 Inter-entity transfer forms [Form12A] shdl be prepared and
gpproved by the entity in which the transaction originates. The form
will therefore be prepared by the entity acting as agent or performing
the service and submitting the charge.

12.5.4.3 All appropriate supporting documentation should be incduded with
the forms.

12.5.4.4 The entity acting as agent/submitting the charge must present dl the
vouchers to the delegated authority of the receiving entity each month.
This may be performed & the Clearing House meeting.

12.5.45 Theformsmust be goproved by the entity ultimately receiving the
goods/services, prior to recording the inter - entity transaction or
trandfer of cash.
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12.5.5 Recording of inter-entity transactionsin the office of DAO/AG/AGPR

12551 Overview

Inter-entity transactio
form/clearance memd
from SBP

Account officer
in DAO/AG/AGPR

Update
Register of
Adjustment

Enter
transaction
into Sub-
ledger

Enter
transaction
into Sub-
ledger

Supervising account officer

in DAO/AG/AGPR 'n‘

Close & verify
daily totals in
Sub-ledger
Delegated officer ]
in accounts section H N

Post daily
account-

wise total to
GL

Register of
Adjustment

reconcile

|

Produce monthl
accounts

Accountant General H <

Produce
Consolidated
Monthly
Accounts
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12.5.5.2 The ddegated officer in the Accounts Section of the
DAO/AG/AGPR shdl record the expenditure being incurred and
subsequently the recovery of the expenditure in the entity transferring
the costs.

12.5.5.3 The ddegated officer in the Accounts Section must record the
details of the expenditure, as stated on the authorised inter- entity
transfer form, in the ‘ Regigter of Adjustments [Form 12C] and in the
expenditure Sub-ledger, in accordance with the directionsin the
Accounting Treatment section (Direction 12.4.3).

12.5.5.4 Thetotd of transactionsin the register must be reconciled with
transaction forms.

12.5.5.5 Theregister must be reconciled with the transactions posted to the
GL.

12.5.5.6 Attheend of the day on which the postings are made, the Sub-
ledger must be closed, verified and signed off by a delegated authority.

12.5.5.7 The delegated officer must prepare abstracts as required for posting
from the Sub-ledger to the Generd Ledger.

12.5.5.8 The delegated officer must then make arrangements for the transfer
of funds, where necessary.

12.5.5.9 Both Account Offices must record the transfer of cash in the Sub-
ledgers, on issue of the cheque or advice note to the Central Accounts
section of SBP, giving the details, in accordance with directions in the
Accounting Trestment section (Direction 12.4.3).

12.5.5.10 Federd adjustments occurring at DAO and sub-treasuries must be
submitted to the Provincid Accountant Generd on aweekly basis for
consolidation. The Accountant Generd must compile thee
transactionsin a‘ Register of Adjustments. This consolidated advice
must be sent to the Centrd Accounts Section of the SBP, who will
then perform the required cash adjustments, on at least a monthly
basis.
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12.5.6 Inter-entity transfer of funds

12.5.6.1 Overview

Delegated Officer in entity
making payment

SBP

litransfer

Prepare
notification to
SBP

Approved
Inter-entity
transfer form

Cheque

payment—l

Prepare cheque
(as per Chapter 4
‘Expenditures’)

Delegated Officers
(cheque signatories)

SBP

Notification sent to

l Clearance Memo
'ﬁ|

SBP

|

I

12.5.6.2 Oncethe rdevant officer has authorised the inter-entity transaction
form there are two possibilities for proceeding:

if the entitiesinvolved in the transaction maintain the same bank
account the transaction requires no transfer of funds
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if the entities involved maintain different bank accounts a transfer
must be made.

12.5.6.3 The ddegated authority in the entity required to make the payment
must prepare an advice note [Form 12B] and send it to the Central
Accounts Section of the SBP to initiate the transfer. This advice note
must be copied to dl other entities party to the transaction. The advice
note must ingruct the Director of the Centra Accounts Section of the
SBPto dehit/credit the originating entity with the tota balance of the
transactions and debit/credit the other party to the transaction with the
appropriate cash balances.

12.5.6.4 The SBP must issue both entities to the transfer with a clearance
memo to inform them that the transfer has taken place. The accounts
officers shdl record the transfer of the cash on receipt of thismemo in
the Regigter of Adjustments and the Sub-ledger.

12.5.6.5 Wherethevadue of the transaction is below a set monetary
threshold the settlement may be in the form of a cheque rather than a
trandfer of funds. The procedure for issuing the cheque must bein
accordance with those set out in Chapter 4 * Expenditures .

12.5.7 Consolidation of inter-entity transactions

12.5.7.1 The Accountant Genera offices must perform monthly consolidation
of divisons/department accounts.

12.5.7.2 Inter-entity account balances within the same government shdl be
recognised in the accounts of the individua entity, but cancelled out on
consolidation. Only baances with other Governments should remain.
Any reconciling items must be investigaeted by the Accountant
Generd’s office and resolved prior to issue of the Consolidated
Monthly Accounts. Consequently the balances should not be
recognised in the Consolidated Monthly Accounts.

12.5.7.3 Inter-entity account bal ances between governments shall be
recognised in the separate accounts of each government, but cancelled
out on consolidation in the Federa and Provisional Government’s
accounts.

12.5.8 Reporting of inter-entity transactions

12.5.8.1 Inter-entity transactions must be included in the monthly reports by
the Digtrict Accounts office to the Accountant Generals

12.5.8.2 Subsequently inter- department balances must be eiminated on
consolidation, leaving the inter-Government balances to be reported
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by the Accountant Generd in the Consolidated Monthly Accounts for
the Provincial/Federal Government.

12.5.9 Reconciliation of inter-entity balances

12.5.9.1 TheAccountant Generd offices must perform monthly consolidation
of department accounts (Direction 12.5.7) within the Governments to
control the complete and accurate recording of inter-department
transfers.

12.5.9.2 The ddegated officer in the Account Section of the
DAO/AG/AGPR office must prepare a bank reconciliation (Chapter
6) to control the complete and accurate transfer of funds between
entities with different bank accounts.
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13.1 Introduction

13.1.1.1 Thischapter covers accounting policies and principles associated
with the purchasing process and in relation to accounting for stores and
fixed assat management.

13.1.1.2 This chapter does not ded with purchasing policies, rules and
guiddines in rdation to tendering, advertisement, ordering, receipt,
quality certification and control of goods and services. Such palicies,
rules and guiddines are available in the Manud Office Procedures
(Purchase) issued by the Department of Supplies, Federd and
Provisiona Government, which acts as the centraized purchase
agency on behdf of most of the civil departments of the Federd
Government, or in Purchase Manuas of other entities such as Defence
and Railways.

13.1.1.3 Inthe case of Provinces, such policies, rules, and guiddines are
contained in the Purchase Manuds of Industries Department, and
for gpecific items, such as medicines, in the Purchase Manuds of

the respective departments.
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13.2 General Policiesfor Procurement
13.2.1 Segregation of duties

13.2.1.1 ThePAO (or higher delegated offices) of an entity should ensure
that there is an gppropriate segregation of duties between staff who
gpprove purchase orders, those who place orders, and those who
receive the goods or services.

13.2.1.2 For centrdised accounting entities, al payments shdl be certified
and authorised by the DAO/AG/AGPR office as set out in the Chapter
4 “Expenditures’ of thisManud. For sdf-accounting entities, the
PAQ of that entity should ensure that there is an appropriate
segregation of duties between staff who authorise and make paymen.

13.2.1.3 ThePAO (or hisher delegated offices) should aso ensure that dl
officers responsible for the procurement of goods and services are
aware of (by circulation of guiddines and noticesto concerned
officers) the procurement guidedlinesissued by the Government and
aso any guidance on purchasing practices which isissued from time to
time by the Governmertt.

13.2.2 Overseas procurement

13.2.2.1 For overseas procurement carried out through the Department of
Industries, Supplies and Food, the policies and procedures as set by
the Department of Industries, Supplies and Food should be followed.

13.2.2.2 Where a department/entity needs to use the facilities of an overseas
office of the Department of Foreign Affairsfor the procurement of
certain supplies, the policies and procedures as set by the delegated
authority should be followed.

13.2.3 Inter-entity procurement

13.2.3.1 Acocounting trestment of procurement relating to inter-
department/entity, refer to chapter 12 "Transactions between
Government Entities'.

13.2.4 Approval of procurement and commitment

13.2.4.1 Inreationto approva of procurement, including commitments
entered for procurement, the policies as set out in sections 4.2.2. and
4.3.3. of chapter 4 of thisManua shal be followed.
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13.3 Accounting for Stores
13.3.1 Stores

13.3.1.1 Storesare defined as consumable items or goods acquired not for
resale, which are the property of, in the possession or under the
control of the department/entity.

13.3.1.2 Expenditure on stores incurred in the departments shdl be included
under contingent expenditure (except whereiit is treated otherwise eg.
stores relating to works).

13.3.2 Storesaccounts

13.3.2.1 These are subsdiary accounts kept by the department/entity for the
purpose of recording and maintaining stores.

13.3.2.2 Each department/entity managing stores shdl issue directionsto
cover detailed procedures for stores accounting and control.

13.3.2.3 Stores accounts should be built up from properly authorised
vouchers recording stores transactions.

13.3.2.4 In practice the amount of detail in stores accountsis likely to vary,
and in devisng systems, department/entity should pay regard to cost
effectiveness. Factors to be taken into account will include the nature
of theitems being held, their value and attractiveness.

13.3.2.5 Proceduresissued by the department/entity should enable separate
ordersto be traced through each of the order, receipt and payment
processes, and for the necessary cross checks to be carried out.

13.3.3 Segregation of duties

13.3.3.1 Control of stores records rests with a delegated officer(s) within the
department/entity.

13.3.3.2 While other people may be allowed access to the records for
operationd reasons, any adjustment of the stores accounts should only
be made by the delegated officer(s).

13.3.3.3 Thetasks of ordering stores, checking ddliveries and gpproving
payments should be separated wherever possible.

13.3.4 Receipt of stores

13.3.4.1 All stores should be examined, by adelegated officer within the
department/entity, on receipt of goods to ensure thet thereisavaid
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purchase order, that the correct quantities and qualities have been
received, and that they are in good condition.

13.3.4.2 Appropriate action should be taken by the delegated officer within
the department/entity if unsolicited goods are received or if quantities
or qualities are wrong, or if the goods are not in good condition.

13.3.4.3 Where goods are received from within the department/entity (i.e.
from another departmental store) or from another department/entity,
theissuing store will prepare an issue voucher and send copiesto the
recipient, who should return asigned copy. Thissigned copy of the
issue voucher shal be kept by theissuing store for reconciling of
goods.

13.3.4.4 Therecipient should ensure that the goods are checked, that any
discrepancies are resolved, and both the sender and the recipient will
ensure that their records are updated.

13.3.5 Issueof stores

13.3.5.1 ThePAO should ensure that within their department/entity, the
departmental procedures lay down:

arrangements for demanding issue of goods from stores. These
arrangements should, inter dia, specify those entitled to acquigtion
stores, the circumstancesin which stores may be demanded, and
the procedure for making demands (including the signing of
requisitions)

procedures for issuing stores. These should cover, for example,
instructions to store keepers on the conditions to be satisfied before
stores may be released, and the arrangements for obtaining signed
receipts

procedures for recording stores issues

arrangements for reconciling stores demands and stores issues

13.3.6 Stocktaking

13.3.6.1 The ddegated officer(s) shal ensure that the balances recorded in
stores accounts are regularly checked by stocktaking, at least oncein
ayear.

13.3.6.2 The condition of goods should aso be examined.

13.3.6.3 Theimmediate purpose of stocktaking isto deter and detect losses
by theft and fraud, to verify the accuracy of stock records, and to
identify any wesknessesin custody arrangements.
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13.3.6.4 The PAO mugt ensure that the arrangements for stocktaking will
provide management with an independent verification of the contents
and the state of stores. Thisis achieved by proper procedures for
stocktaking issued by the PAO.

13.3.6.5 The stocktaking will be carried out under the overal supervison of
Interna Audit Officer. If stores accounts or store keeping staff are
required to assit, the Internd Audit Officer should ensure thet thiswill
not prejudice the independence of stocktaking.

13.3.6.6 Discrepancies between stocktake and store accounts should be
investigated by the delegated officer(s) and Store accounts amended if

necessary.

13.3.6.7 Any adjusmentsto store accounts shall be made only on the
authority of an officer authorised by the department/entity. Such
adjustments shall be supported by reference to the relevant
stocktaking reports and to the authority for the adjustments.

13.3.6.8 A copy of the stocktaking report shdl be sent to the concerned
DAO/AG/AGPR.
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13.4 Fixed Assets M anagement
13.4.1 Recording of fixed assets

13.4.1.1 All departmentg/entitieswill maintain a"Fixed Assets Regigter”
(form 13A) for the categories of assess, for which they are
responsible. The categories of assats shdl include the following:

land & building
civil works
plant and machinery
vehicles
furniture & fitting
office equipment
computer equi pment
13.4.1.2 Thefollowing information shal be kept on the Fixed Assets Register
for each asset.
description
classfication of asset
date of purchase or date of completion
origina purchase cogt in Rupees
cogt in foreign currency (where applicable)
asset identification number
current location
ownership of/respongbility for asset

13.4.1.3 The dbove dataisthe minimum required for the proper management
of fixed assts.

13.4.1.4 Every fixed asset purchased or improvement/extension made above
Rs 100,000 shall be recorded in the Fixed Assets Register. This
threshold should be subsequently adjusted in the light of experience
and better defined management information requirements.

13.4.1.5 Therecord of each item shdl dso include references to the rlevant
files, plans and deeds, source of acquisition, and give other relevant
details such as rents payable or receivable, and redtrictive covenants.

13.4.1.6 Every change affecting the ownership, occupeation or changein
location of the asset shdl be the subject of an entry in the register.
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13.4.2 Responsibility for fixed assetsrecording

13.4.2.1 ThePAO shdl ensure that the Fixed Assets Register kept in his/her
department/entity is properly maintained and is up-to-date.

13.4.2.2 Depatmentsentitieswill regularly review their holdings of fixed
assets (including land & building, plants, machinery, furniture & fittings,
office equipment, computers etc.) in order to match with the fixed
assets records and to identify surplus assets.

13.4.2.3 The Fixed Assts Regigter will be maintained by a delegated officer
within the department/entity who should take appropriate precautions
to safeguard the accuracy and integrity of the record.

13.4.2.4 Any entry in the register will only be made by an authorised officer
who will Sgn it on every entry.

13.4.2.5 No itemwill be removed from the register except under proper
authority. When an item is removed the record should be noted to
show the date and reasons for removal and the reference of the
relevant written authority.

13.4.2.6 Where an asst isjointly owned by more than one
department/entity, the Fixed Assets Register will be kept by the
nominated controlling department/entity.

13.4.3 Donationg/gifts of fixed assets

13.4.3.1 Dondtions or gifts of fixed assets may be received by a
department/entity with the approva of the PAQ.

13.4.3.2 Thevadue of the assets donated or gifted shdl be in accordance with
guiddines st by the Government.

13.4.3.3 Donations or gifts of fixed assets by department/entity may be made
only on the authority of the MoF. Such assets shdl be removed from
the Fixed Assets Register on the date the fixed assetsis donated or
gifted.

13.4.4 Accounting for fixed assets

13.4.4.1 A memorandum account for fixed assets shal be kept by the
DAO/AG/AGPR to record transactions relating to fixed assets.

13.4.4.2 Where clams are made in rdation to expenditures for fixed assets,
the claim voucher submitted to the DAO/AG/AGPR shdl dso include
information on Fixed Assets Form (form 13B) .
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13.4.4.3 When the delegated officer in the Account Section of the

DAO/AG/AGPR records the expenditure, in accordance with section
4.4 of chapter 4 of thisManua, he/she shdll, at the sametime, dso
record the relevant informetion, as submitted with the claim voucher, in
the fixed assets account (kept as a memorandum account by DDO-
wise).

13.4.5 Reporting of fixed assets

13.4.5.1 All PAOs shdl prepare afixed assats report, by DDO-wise, from
the Fixed Assats Register on aquarterly basis. This quarterly report,
in aprescribed form (see section 2.2.7 of FRM) , shal be sent to the
concerned Accountant Generdl.

13.4.5.2 All DAOs shdl aso prepare afixed assets report, by DDO-wise,
from the fixed assets account on a quarterly basis. This quarterly
report, in a prescribed form (see section 2.2.7 of FRM), shall be sent
to the concerned Accountant General.

13.4.5.3 The Accountant Generd shdl check the quarterly report send by
the PAOs with the datain the fixed assets account and investigate any

differences.

13.4.5.4 The Accountant Generd shdl consolidate the informeation for
induding into the Annua Accounts.
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13.5 General Policiesfor Disposal of Fixed Assets
13.5.1 General principles

13.5.1.1 Surpluses should be sold as quickly as possible, subject to vaue for
money consderations and guideines set by the Government in relation
to disposa of assets.

13.5.1.2 Surplus assats shal be sold on the open market by means of public
auction or tender.

13.5.1.3 Where open market vaue is not available, department/entity should
follow guiddines sat by the Government in order to use their own
vauers, the Didrict Vaduer or a suitably qudified private sector vauer.

13.5.1.4 Depatments/entities shal ensure that appropriate systems of control
are indtituted over the disposds of assets. In particular they should
ensure that the staff concerned are properly supervised and that duties
are adequately separated; for example that staff responsible for selling
assets do not aso vaue them.

13.5.1.5 Where aloss of asset has taken place, it shdl be taken off the Fixed
Assts Register and included in the Loss Register as set out in section
8.3.2 of chapter 8 of thisManudl.

13.5.2 Disposal of assetsto other government departmentsentities

13.5.2.1 Thetransfer of assets by one department/entity to another will be
treated as an arms length transaction i.e. the asset will be sold on cash
basisinstead of as abook entry going through some
settlement/exchange account.

13.5.2.2 Ontransfer the asset shall be removed from the Fixed Assets
Register by a delegated officer within the department/entity. The
delegated officer shal dso inform the DAO/AG/AGPR of this transfer,
who shall make the adjustment in the fixed assets account.

13.5.2.3 If the department/entity recelving the asset is under the jurisdiction
of another DAO/AG/AGPR, that department/entity shdl inform the
concerned DAO/AG/AGPR of the assats transferred, on the Fixed
Assats Form.

13.5.3 Trade-insand swaps

13.5.3.1 Each trade-in arrangement will only to be approved by a del egated
officer within a department/entity having the authority to incur
expenditur e representing the gross vaue of the purchase transaction,
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i.e. actud expenditure plus the vaue given by the supplier for theitems
traded-in.

13.5.3.2 Similarly, swep arrangements shdl be approved in each case by a
delegated officer empowered to incur expenditure equa to the
esimated gross vaue of the items being acquired in the swap.

13.5.3.3 On trade-ins or swaps the asset traded-in or swapped shal be
removed from the Fixed Assets Register and new asset shall be added
to the Fixed Assets Register by a delegated officer within the
department/entity.

13.5.3.4 Thedelegated officer shdl dso inform the DAO/AG/AGPR of this
trade-in or swap, who shal make the adjustment in the fixed assets
account.
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13.6  Accounting for Proceeds from Disposals

13.6.1.1 Receptsfrom the sde of fixed assets shall be credited to the
gppropriate account head in the relevant Federd or Provincia
Consolidated Fund.

13.6.1.2 Sdereceipts shdl be accounted for on agross basis. Sde
expenses will not be netted off the sale proceeds but shdl be
separately accounted for as an expenditure item.

13.6.1.3 Inrdation to disposd of assetsto other government
department/entity, the value of the asset on transfer will beits origind
cost, asrecorded in the books of transferee department.

13.6.2 Accounting entries

13.6.2.1 Thedoubleentry in relation to proceeds from disposal isasfollows.

Dr Bank account
Cr Revenue head account

[to record proceeds from disposal of fixed asset]
Also
Cr Fixed assets account

[to record disposal of fixed asset in the memorandum account]

13.6.2.2 Thedoubleentry for trade-in is asfollow.

Dr Expenditure head account
Cr Bank account

[to record the net expenditure incurred during trade-in of fixed assH]

Also

Dr Fixed assets account (new asset)
Cr Fixed assets account (old asset)

[to add the new asset and remove the old asset during atrade-in,
from the memorandum account]
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13.6.2.3 Thedouble entry for swap is asfollow.

Dr Fixed assets account (new asset)
Cr Fixed assets account (old asset)

[to add the new asset and remove the old asset during a swap, from
the memorandum account]
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14 Public Account
Transactions
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14.1 Introduction

14.1.1.1 Thischapter deds with the accounting for Public Account
transactions and reporting of Public Account balances.
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14.2 General Policy
14.2.1 Definition

14.2.1.1 Article 78 (1) and (2) of the Condtitution of Pakistan definesthe
Federd Consolidated Fund and Public Account of the Federation as
follows,

‘All revenues received by the Federd Government, al loans raised
by that Government, and al monies received by it in repayment of
any loan, shdl form part of a consolidated fund, and shal be known
as the Federal Consolidated Fund'.

‘All other monies:
a) received by or on behaf of the Federal Government; or
b) received by or deposited with the Supreme Court or any
other court established under the authority of the
Federation
shdll be credited to the Public Account of the Federation’.

14.2.1.2 A smilar provison exigs within the Provincid section of the
Condtitution (Article 118) defining the Provincid Consolidated Fund
and the Public Account of aProvince. Therefore, a separate Public
Account will exigt for the Federd Government and each of the
Provincid Governments,

14.2.2 Application

14.2.2.1 ThePublic Account represents those monies for which the
Government has afiduciary duty but which it is not at liberty to
gppropriate for the genera services of the Government.

14.2.3 Classification

14.2.3.1 ThePublic Account consists of trust accounts and specia deposit
accounts. These are defined as follows:

trust accounts - legd entitiesin their own right, under the
stewardship of the Government, and as such expected to produce
financia statementsin their own name. These trust accounts are
normally established under an Act of Parliament or Presidentia
Order.

Examples of trust accounts include provident and benevolent funds,
employee s insurance funds and trust accounts of certain
departments (eg. Railways).

special deposit accounts - those accounts comprising of Public
Account moniesthat are operated under the authority of the
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Ministry of Finance, but are not trusts. Asthey are not legd
entities, reporting would be generaly by way of statements of
recei pts and payments.

Examples of specid deposit accounts include rdief funds, civil and
crimina court depodits, welfare funds and development funds.

14.2.3.2 Classes of trust accounts and specia deposit accountswill exist a
magjor and detailed heads, as provided in the Chart of Accounts. In
the Chart of Accounts the detailed Public Account head will be given
by the ‘Fund’ dement. Both the receipts and payments of a particular
trust account or specia deposit account shal be charged to these
heads.
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14.3  Accounting Policy
14.3.1 General

14.3.1.1 No authority shdl incur expenditure or enter into any commitment
involving expenditure from the Public Account, unlessit is sanctioned
under the governing Act, Order or other regulation for the particular
trust account or specid deposit account.

14.3.1.2 Thebdances held in Public Account heads shdl be carried forward
from year to year, in accordance with the relevant Acts, Presidentia
Orders or other gatutes governing each trust fund and special deposit
account.

14.3.2 Accounting records

14.3.2.1 Each transaction occurring in the Public Account shdl be recorded
in the Sub- Ledger of the DAO/AG/AGPR againg the appropriate
detailed account head, in accordance with the detail prescribed in
Direction 4.4.4.2 of thisManua (Expenditures).

14.3.2.2 The Generd Ledger shdl record dl expenditures and receipts of the
Public Account on adaily totals basis for each detailed account head,
in accordance with the detail prescribed in Direction 4.4.4.4 of this
Manua (Expenditures).

14.3.2.3 The balance contained in the Budget Head Regigter, for each of the
Public Account heads, represents the funds sanctioned for expenditure
to beincurred againgt that head.

14.3.2.4 Recordsof financid assets and liabilities shal be maintained for each
trust account in the Public Account by the AG/AGPR offices. The
Public Account records will be kept in a separate register to the
Consolidated Funds records. This will be called the “ Public Accounts
Register”. These records shdl be updated on a progressive basis.

14.3.3 Accounting entries

14.3.3.1 Thefollowing accounting entries relaing to Public Account
transactions stell be made in the Sub- Ledger/Generd Ledger:

14.3.3.2 Receipts - receipts shal be recorded in the Public Account as
follows

Dr Bank Account (Public Account)
Cr Relevant Public Account Head

Issued: 13-Feb-9 Page14.6 appmpuba.doc



Accounting Policies and Procedures Manua Public Account Transactions

[to record receipt of cash into Public Account - a detailed head level].

14.3.3.3 For non-reciproca contributions, such as public donationsto
particular fund, no ligbility will arise, as the funds are not expected to
be repaid to the contributor.

14.3.3.4 However for reciproca contributions, such as deposits into a
savings scheme or contributions by Government employeesinto a
provident fund, the amount deposited shal be eventudly returned to
the contributor, thus cregting aliability. In these cases, the lighbility
record / register shal be updated to reflect the increased liability on the
Government to repay the funds.

14.3.3.5 Theliability records shdl be adjusted from time to time to record
subsequent events. For example, where civil or criminal court deposits
which are later forfeited (i.e. through abreach in conditions) the
amount forfeited should be transferred into the Consolidated Fund as
revenue and the liability record reduced accordingly.

14.3.3.6 Payments - the following entry shdl be recorded when a payment
is made, as approved expenditure under the rules and regulations of a
trust (eg. disaster relief fund), or as repayment of a previoudy
deposited amount (e.g. savings scheme or court deposit):

Dr Reevant Public Account Head
Cr Bank Account (Public Account)

[to record payment from the Public Account - at detailed head leve].

14.3.3.7 Inthe case of repayments of deposits (e.g. savings schemes), the
ligbility record/register shall be updated to reflect the decreasein
lidbility arisng from the payment.

14.3.3.8 Trandersto and from the Consolidated Fund - where funds
held in the Public Account are utilised in operations by the
Government, the amount transferred to the Consolidated Fund should
be al so recorded as a receivable and payable.

14.3.3.9 When Public Account funds are transferred to the Consolidated
Fund, the following entries shal be recorded:

Dr Rdevant Public Account Head
Cr Bank Account (Public Account)

[to record the transfer of cash out of the Public Account].

Dr Bank Account (Consolidated Fund)
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Cr Public Account Receipts (CF)

[to record the receipt of cash into the Consolidated Fund].

14.3.3.10 At the same time the above entries are made, the asset (receivable)
records shdl be updated to reflect the increase in amount receivable to
the relevant trust fund and the ligbility records updated to reflect the
increase in amount payable from the Federa and Provisond
Government.

14.3.3.11 When the Government makes a repayment to the Public Accournt,
the following entry shal be made:

Dr Bank Account (Public Account)
Cr Relevant Public Account Head

[to record the receipt of cash into the Public Account].

Dr Relevant Expenditure Head (CF)
Cr Bank Account (Consolidated Fund)

[to record the transfer of cash out of the Consolidated Fund].

14.3.3.12 At the same time the above entries are made, the asset records shall
be updated to reflect the decrease in amount receivable to the relevant
trust fund and the liability records updated to reflect the decrease in
amount payable from the Federd and Provisond Government.
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14.4 Detailed Procedures
14.4.1 Introduction

14.4.1.1 Thekey controlsto be observed in respect of Public Account
transactions are asfollows:

withdrawals from any trust account or specia deposit account
edtablished in the Public Account must be for the purpose laid out
initsgoverning Act or Presdentid Order, and other regulations
prescribed by the Government

al withdrawas from the Public Account, shall be duly approved
by a delegated authority

withdrawa from aPublic Account head shdl only be permitted up
to the balance of the fund, as given in the Budget Head Regigter.
The amount withdrawn shal be subject to the available cash limit
sanctioned by the Ministry of Finance.

14.4.2 Public Account receipts

14.4.2.1 Public Account receipts may be collected through the following
mechanisms,
a a branch of the Nationd Bank or State Bank of Pakistan, for
Public Account receipts generdly

a aNationa Savings Centre, Post Office or commercia bank in
relation to savings and deposit schemes (savings accounts, defence
certificates, prize bonds etc.)

at acourt, in relation to court deposits.

14.4.2.2 Inadl cases above, the receipts collected from the various sources
shall be submitted to adesignated branch of the Nationa Bank of
Pakistan or State Bank of Pakistan, which are then submitted, by bank
scroll, to the respective DAO/AG/AGPR office.

14.4.2.3 The procedures for recording Public Account receipts by the
DAO/AG/AGPR shdl be in accordance with the procedures laid
down in Chepter 5 of thisManudl, ‘Receipts. The DAO’srecord of
Public Account receipts shal be submitted each month to the relevant
AG/AGPR office for consolidation.

14.4.2.4 Monies deposited into the Public Account shall, unless otherwise
specified, increase the ba ance of the particular trust account or specia
deposit account, as indicated in the General Ledger of the
DAO/AG/AGPR.
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14.4.3 Public Account payments

14.4.3.1 Payments from the Public Account vary according to the type of
trust account or specia deposit account being used. They can be
summarised into the following categories:

genera payments, such as expenditure from adisaster relief fund,
welfare fund or refugee fund

withdrawas from savings bank deposits, savings certificates and
deposit certificates

payments / refunds in relation to court deposit refunds
payments to employees (e.g. GP fund find payment)

payments from persona ledger accounts

14.4.3.2 Generd payments made from the Public Account shal broadly
follow those procedures covered in Section 4.5 of thisManua
(Chapter 4, ‘ Expenditures’). The key steps outlined in this Section
are:

approva of expenditure by a delegated authority
preparation of claim voucher, with supporting documents
registration of cdlam voucher by DAO/AG/AGPR office

certification and authorisation of claim voucher by the
DAO/AGPR/AG office

issue of payment by the DAO/AG/AGPR to the claimant, as
indicated on the claim voucher, including funds clearance.

issue of daily advice note by DAO/AG/AGPR to designated bank
branch

recording of expenditure in Sub-Ledger and Genera Ledger and
updating of asset and lidbility records accordingly

monthly consolidation of accounts by AG office.

14.4.3.3 Theauthority delegated to incur expenditure from the rdlevant trust
fund or specia deposit account shall first obtain aletter of sanction
from the MoF providing the authority to spend funds from that account
up to an dlocated limit. This sanction shdl adso be communicated to
the AG/AGPR office who will then inform the rdevant DAO to which
the daim will be submitted. The DAO shdl then enter this amount
into the Budget Head Register. When the claim voucher is submitted
to the DAO, a copy of the MoF sanction shall be provided.

14.4.3.4 Withdrawds from savings bank deposts, savings certificates and
deposit certificates may be made from a number of locations,
depending on the type of scheme involved, including post offices,
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nationa savings centres and banks. All of these indtitutions shal report
details of withdrawal s made against each Public Account head to the
designated branch of the NBP or SBP, for submission (through bank
scroll) to the rdlevant DAO/AG/AGPR.

14.4.3.5 Refundsof civil and crimina court deposits shdl be obtained from
the designated NBP/SBP bank branch into which the depost was
made, upon sanction by the concerned court. The subsequent
accounting transaction shall be recorded by the DAO/AG/AGPR from
the daily scroll received from the relevant bank branch.

14.4.3.6 Proceduresfor fina payments and advances madein relation to GP
fund are indicated in Section 4.8 of this Manud (Chapter 4,
‘Expenditures)).

14.4.3.7 Withdrawals from personal ledger accounts, where these have been
established, shal be made through the DAO/AG/AGPR in accordance
with the guidance provided in Chapter 10 of this Manual * Project
Accounting'.

14.4.3.8 Monieswithdrawn from the Public Account shall, unless otherwise
gpecified, decrease the baance of funds available againgt the particular
trust account or specid deposit account in the Budget Head Regidter,
and dso be reflected in the balance contained in the Generd Ledger.

14.4.4 Other transactions

14.4.4.1 Anocther cdlass of transactions in the Public Account is transfers
meade to or from the Consolidated Fund. These types of transactions
must first be sanctioned by a delegated authority in the MoF, and
communicated to the AG/AGPR office for recording in the General
Ledger.

14.4.4.2 From timeto time certain funds in the Public Account may be
utilised by the Government in meeting expenditures. Authorised
payments can aso be made from the Consolidated Fund into the
Public Account, provided their is budgetary provision under the
Schedule of Authorised Expenditure. These include paymentsinto
renewa reserve funds, depreciation funds and other trust accounts.

14.4.4.3 The accounting entries for such transfers are indicated in Section
14.3.7 of this Chapter.
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145 Reconciliation of Public Account transactions

14.5.1.1 Cash transactions rdaing to the Public Account shdl be reconciled
as part of the routine monthly bank reconciliation process, in
accordance with Chapter 6 of this Manud, ‘ Bank Reconciliation'’.
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14.6 Reporting of Public Account balances

14.6.1.1 A ‘Public Account Summary Schedule’ shal be produced by each
DAO as part of the monthly consolidation pack submitted to the
AG/AGPR as specified in the Financid Reporting Manud.

14.6.1.2 ThePublic Account Summary Schedule shal contain, for each trust
account and specia deposit account, the receipts and payments for the
month. Refer to Section 2.4 of the Financid Reporting Manud for the
format of thisreport.

14.6.1.3 Inthe monthly ‘ Statement of Cashflows a section containing details
of al mgor heads in the Public Account shall be produced by DAO's
and submitted each month to the AG/AGPR, as specified in the
Financid Reporting Manual.

14.6.1.4 The cashflow report shal show the net increase or decreasein cash
for the month and year to date for each major Public Account heed.

14.6.1.5 Trust Accounts within the Public Account shdl aso providefinancid
statements in accordance with their governing Acts, Orders and
Regulations.

14.6.1.6 TheFederd and Provisiona Government Statement of Assetsand
Liabilities shal include, as liahilities, balances of any amounts payable
to Public Account trust accounts and specid deposit accounts. Refer
to the Financid Reporting Manua, Section 3.3 * Statement of Assets
and Liabilities for the format of this report.
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15.1 Introduction

15.1.1.1 Thischapter covers the accounting policies and procedures relaing
to insurance.

15.1.1.2 For detail rules and guiddines on government insurance policies,
refer to MoF s relevant rules and regulations.
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15.2 General Policies
15.2.1 Introduction

15.2.1.1 The purpose of obtaining insurance is to indemnify the insurer in the
event of loss or other event covered by the insurance.

15.2.1.2 In mos cases the Government itsdlf isits own insurer.

15.2.1.3 Any cdam on the Government is to be administered and settled by
the Government, under the guidance of the Justice
Divisor/Department.

15.2.1.4 In certain cases, a Ministry or Department may choose to manage
its own risks and insure againg certain losses, where it iscommercidly
viableto do s0. In such casesthat Ministry or Department should
follow rules and guiddines set by the MoF.

15.2.2 Insurance of property owned or hired by the Gover nment

15.2.2.1 For the insurance of property owned or hired by the
department/entity, the Principa Accounting Officer shal follow rules
and guidelines set by the MoF or by his’her department/entity.

15.2.2.2 In accepting insurable risks on behaf of the Government the
Principal Accounting Officer shall ensure that:

the property is under effective government control and dl
safeguards are exercised againgt the occurrence of risks for which
the Government is acting asinsurer

thereisaclear line of demarcation between property for which the
Government accepts the risks and property for which it does not

15.2.3 Group insurance for government employees

15.2.3.1 The policies and procedures relating to group insurance for
government employees are covered in the Employees Benevolent
Fund and Group Insurance Act, 1969.
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15.3 ClaimsAgainst the Government
15.3.1 General policies

15.3.1.1 All daims submitted to government departments shal be settled in
consultation with the Finance/Justice Divisorn/Department except
where otherwise provided.

15.3.1.2 If the Judtice Divison/Department considersthat the Government is
not ligble or that ligbility is doubtful, the authorised officer from that
department shal advise the ingtructing department of the lega position
and the course of action proposed.

15.3.2 Claims against the Government for personal injury

15.3.2.1 Whereaclam for persond injury is made againgt the Government
and the Government's ligbility is clear, the Justice Divison/Department
may recommend to the Department of Finance, an advance amount be
given to the concerned department.

15.3.2.2 Theamount shdl be the one which the Justice Divisor/Department
is satisfied will not exceed damages ultimately payable to cover
ambulance, hospital, medica and like expenses incurred by the plaintiff
as aresult of the accident, which isthe subject of higher clam.

15.3.2.3 Where court has awarded damages againgt the Government and the
Judtice Divison/Department agrees with the court decision, the
Accountant Generd, is such cases, shadl beinformed of the court
decision by the Jugtice Divison/Department. The Accountant Generd
shdl then update the ligbility record accordingly.

15.3.3 Settlement of claims

15.3.3.1 When damages are awarded by a court, a claim for an advance of
funds necessary to effect settlement shal be submitted to the
Accountant Generd by the department/entity.

15.3.3.2 The dam submitted to the Accountant Generd shdl follow the
procedures as set out in section 4.5 of chapter 4 of this Manud.

15.3.3.3 Thedam shdl include rdevant order from the court who awarded
the damages againgt the Government.

15.3.3.4 The Accountant Generd shal make the payment in accordance with
the procedures as set out in chapter 4 of thisManud.

15.3.3.5 Thesedirections are to be applied to dl common law clams against
the Government including claims arising out of contracts, money
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alegedly owing by the Government and claimsfor persond injury or
property damage.

15.3.3.6  Where insurance cover has been taken by the concerned PAO (i.e.
against whose departiment the damages was awarded by the court),
the process for recovery of amount from the insurance company shall
proceed immediately, in accordance with rules and guiddines issued
by the MoF and the insurance company.
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15.4  Accounting Policies

15.4.1.1 Thecosts of insurance premiums, where incurred, are to be treated
as an expense from the Consolidated Fund and recognised upon issue
of payment as st out in chapter 4 of this Manudl.

15.4.1.2 Smilarly, the cogt of clams made successfully on the Government
shdl be treated as an expenditure item.

15.4.1.3 The costs of insurance premiums and claims paid shal be budgeted
for in thefinancid year under an existing provison or from savings
within the concerned department/entity.

15.4.1.4 Where the compensation paid to concerned party isreimbursed by
the insurance company within the same financid yeer, the
rembursement shall be used to off - set the compensation paid to
concerned party.

15.4.1.5 If insurance cdlams, by an insurer to the Government, are paid in
another financid year, it should be recognised as Consolidated Fund
revenue (i.e. other income) and not re-used by the insuring Ministry or

Department.

15.4.1.6 Clamsagang the Government pending settlement by the courts
shall be recorded as contingent ligbilities (refer chapter 11 of this
manud). These liahilities requires disclosure in the notes to the Annua
Accounts.

15.4.1.7 Clamsawarded by the courts and not yet paid as at the 30 June,
shdl be recorded as current liabilities in the Annua Acaounts.

15.4.2 Accounting entries

15.4.2.1 Thedoubleentry in relation to insurance premium paid isasfollow.

Dr Insurance head account
Cr Bank account

[to record insurance premium paid as an expense item)

15.4.2.2 Thedoubleentry inrelation to compensation paid to concerned
party is as follow.

Dr Compensation account
Cr Bank account
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[to record damages/compensation paid to concerned party]

15.4.2.3 The double entry where the compensation paid to concerned party
is rembursed by the insurance company within the samefinancid yeer.

Dr Bank account
Cr Compensation account

[to record reimbursement received from the insurance company in
the same financid year]

15.4.2.4 The double entry where the compensation paid to concerned party
is reimbursed by the insurance company in another financid year.

Dr Bank account
Cr Other income account

[to record reimbursement received from the insurance company in
another financid year]
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16.1 Introduction

16.1.1.1 Thischapter covers paliciesin regtion to retention and maintenance
of accounting records, use of suspense accounts and control of officia
forms and chequebooks.
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16.2 Retention of Accounting Records
16.2.1 Responsibility of accounts

16.2.1.1 TheAudit and Accounts Order laysdownthat “... the Auditor-
Generd shdl be responsible for the keeping of the accounts of the
Federation and of each Province'.

16.2.2 Accounting records

16.2.2.1 The accounting records refers to books of account upon which
transactions are recorded or any other document issued or used in the
preparation and processing of the transactions.

16.2.2.2 The accounting records covers not only accounting records such as
cash book, vouchers, authorities, schedules and computer records, but
aso consolidated reports and policy papers supporting and justifying
finandd transactions.

16.2.3 Need to keep financial records

16.2.3.1 All accounting records will be retained in their origina form for at
least aperiod of ten years. Also refer to the Manud of Standing
Orders for retention of permanent records such as Establishment
Records, Pension Records €tc.

16.2.3.2 Departments/ entities may retain records longer than prescribed
period and should determine the period themsalves based on the
following congderations, their administrative needs and the cost of
storage. Departments/ entities should keep their retention practices
under review.

16.2.3.3 Condgderations that apply to the retention period of particular
records are:

Statutory requirements - Various statutes prescribe minimum
retention periods for certain classes of records.
Departments/entities should consult MoF or the Accountant
Generd if they need guidance on the Statutory requirements
gpplicable to the various records they hold.

Administrative needs - Departments will need to consider
whether records that do not need to be preserved permanently
should be retained for administrative purposes longer than the
minimum time required and by any relevant statutory requirement.
Interna Audit Officer and other consultancy, ingpection and review
services may aso make use of such recordsin the course of ther
reviews and should therefore be consulted about their requirements.
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Longer retention may be necessary to enable departmentsto handle
late claims, settle disputes or for the satisfactory conduct of
departmenta business including departments own and their internd
auditors need to monitor past decisions and actions.

Requirements of external audit - Records supporting
transactions including vouchers, schedules and other authorities will
be retained until the completion of the audit dthough the Auditor-
Generd Office may be prepared to consder specid arrangements
where there are mgjor storage problems. The Auditor-Generd’s
Office normally expect departments/ entities to retain main records
for ten years. Thetimetable for the destruction of main ledgers and
of records supporting transactionsisin the Manud of Standing
Orders.

16.2.4 Media of storage

16.2.4.1 TheAuditor-Generd’ s Office requiresto seethe origind documents
when conducting audits. Originas of documents such as contracts,
agreements, guarantees and titles to property may be required for
other purposes, including presentation as evidence to the Courts.

16.2.4.2 Depatmentsentities should consult the MoF or the Accountant
Generd if they have doubts about the need for records that have to be
retained in ther origina form.

16.2.4.3 Where records are kept for administrative purposes which do not
have to be kept in their origind form, departmentgentities may wish to
consder the costs and benefits of transferring them on to micro-film or
converting them into computer data or other e ectronic formats so that
originals may be destroyed.
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16.3 Maintenance of Accounting Records

16.3.1 General policies

16.3.1.1 Thefollowing policies shal be gpplicable to dl accounting records:

accounting records are not to be maintained in loose-lesf form

in the preparation and processing of transactions, and in all
accounting and related entries, pencil is not to be used

erasures (including the use of correction fluids or chemicas) are
not permitted in any accounting record

under no circumstances are pages to be removed from an
accounting record

where corrections are necessary the word or figure to be removed
shdl be ruled through and the correction initidled by the officer
making it. The correct entry will then be inserted above the
correction

in amanua system, where corrections are made in the Sub Ledger
/ Generd Ledger effecting the double entry transaction, any
amendment shal be carried out through ajourna entry

where corrections are necessary in a computerised accounting
system, the origina entry shall be reversed and the correct entry
shdl be made through ajourna entry.

16.3.2 Accounting records kept by the DAO/AG/AGPR

16.3.2.1 The accounting records (manua or computerised) which need to be
kept by the DAO/AG/AGPR include the following:

monthly accounts

sub-ledger

Generd Ledger

budget head register
clamregigter

certification and authorisation register
cheque register

various abstracts

physica assets account
lidbility register

bank reconciliation statement
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al permanent records (e.g. establishment records, GP fund
ledgers)

subsidiary registers (e.g. contingent register, receipts register)
supporting vouchers and schedules.
16.3.3 Accounting records kept by the DDO
16.3.3.1 The accounting records (manua or computerised) which need to be
kept by the Drawing and Disbursing Officer include the following:
cash book (or equivadent)
petty cash book (or equivaent)
contingent payment register
commitment register
payroll/establishment register
receipt register
financid asset register
budget head register.
16.3.3.2 Inaddition to above primary accounting records, the DDO may
aso maintain such other records as are necessary to manage its own

resources. Refer to chapter 9 of this Manua for such records, which
may be maintained by sdlf-accounting entities.
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16.4 Use of Suspense Account
16.4.1 General policies

16.4.1.1 Suspense and other clearing accounts will only be used in the
following Stuations:

if there are insufficient details a the time of transaction, to indicate
the appropriate head to be debited or credited, then the amount
should be taken to the appropriate suspense head

if there is doubt asto whether the Generd Ledger are properly
due to or from the Government then the suspense head should dso
be usd

16.4.1.2 Suspense accounts shdl not be used for transactions relating to
contingent expenditures. Such expenditures shal only be certified and
authorised if the correct budget head is mentioned on the claim
voucher, as set out in chapter 4 of thisManud.

16.4.2 Clearance of suspense accounts

16.4.2.1 Where a suspense account is used, the delegated officer in the
DAO/AG/AGPR shdl identify the correct transaction head to be used
and clear the above suspense account on amonthly basis.

16.4.2.2 The Accountant Generd is respongble to make sure that suspense
accounts are cleared on amonthly basis and any outstanding item is
investigated.

16.4.3 Clearing accounts

16.4.3.1 Clearing accounts are specid purpose accounts which are part of
the double entry system, such as cheque clearing account, inter- entity
clearing account. They should not be used for suspense transactions.
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16.5 Contral of Official Formsand Chequebooks
16.5.1 Official formsand accounting records

16.5.1.1 Only those officid forms and accounting records shal be used
which are mentioned in this Manua and prescribed by the Auditor
Generd from timeto time.

16.5.1.2 Authorised officid forms and accounting records shal be obtained
only from the authorised government printing and Stetionery centres.

16.5.1.3 Officid forms and accounting records, relevant to a chapter, can be
found a the end of each chapter of this Manudl.

16.5.1.4 The purchasng officer in the department / entity shdl follow the
policies and guidelines as set out in chapter 13 of thisManud in
relation to procurement and should ensure that:

requisitions are prepared on the relevant form
the quantity ordered isnot in excess of hisher requirements

the officer shal check that stock is sufficient enough to mest the
requirement of hisgher department / entity

al forms or records received should be recorded immediately in
the Accountable Forms & Books Register (or equivalent).

16.5.2 Chequebooks

16.5.2.1 Requistions for chequebooks shall be directly placed, by the
authorised officer, with the AG/AGPR. The exception to thisisfor the
assignment account and defence’ s cheque books where the
requisitions are directly placed with the branch of the NBP/ SBP
where the cheque account is maintained.

16.5.2.2 Toobtantheinitid supply of chequebook, the requisition form
supplied by the bank must be completed and submitted to the relevant
bank branch.

16.5.2.3 For subsequent chequebook supplies, the specid requisition form
inserted in the chequebook should be completed and forwarded to the
branch.

16.5.2.4 Chequebooks will be forwarded directly to the authorised officer by
the bank and any queriesrelating to the non-arriva of supplies, etc.,
should be directed to the branch of the bank where the account is
maintained.
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16.5.2.5 Chequebooks received should be recorded immediately in the
Cheque Register and kept in a secure place. Every time acheque
book isfinished, it should aso be noted in the cheque register.
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17.1 Introduction

17.1.1.1 Thischapter addresses the accounting policies and procedures
for assgnment accountsand personal ledger accounts operated by
the Government, and should be read in conjunction with Chapters 4
and 10 of thisManud, ‘ Expenditures and ‘ Project Accounting'.

17.1.1.2 Although there are some procedural differences between
assgnment account/persond ledger account transactions and other
expenditure transactions, a consstent basi's of accounting must be
applied to dl forms of expenditure. The modified cash basis of
accounting is adopted, in accordance with the Manud of
Accounting Principles.

17.1.1.3 There arepersond ledger accounts and assignment accounts
within the Government of Pakistan. There are two types of
assgnment accounts as follows:

assignment accounts used by SAE's
assignment accounts (also known as specid imprest accounts)
that are used for development projects.

17.1.1.4 Withinthis chapter the term assgnment account refersto the
latter.

17.1.1.5 Notwithstanding the above, the MoF in consultation with the
Auditor Generd can authorise exceptions.
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17.2 Policies
17.2.1 Assgnment Accounts

17.2.1.1 Anassgnment account isa separate bank account opened in
favour of a deegated authority, into which funds are released for
specified purposes. An assgnment account may be drawn on by
the delegated authority (located in a gpending Divison or
Department) without the requirement for certification and
authorisation by the DAO/AG/AGPR.

17.2.1.2 Each assgnment account is established at designated branches
of the NBP in fixed currency. In caseswhere aproject or other
activity receives both GoP funding and foreign donor funding,
separate Rupee and $US assignment accounts must be maintained.

17.2.2 Personal Ledger Accounts

17.2.2.1 A persond ledger account (PLA) isaso afacility provided to a
delegated authority in a divison/department to incur expenditure up
to a prescribed limit, without the requirement for certification and
authorisation by the DAO/AG/AGPR. However unlikean
assgnment account a PLA is not abank account; it is a separate
ledger account maintained by the DA Oftreasury office, with the
spending limit controlled by these offices, rather than the NBP.

17.2.3 General Palicies

17.2.3.1 Assgnment accounts and PLA’s shdl only be established with
the gpprova of MoF, in consultation AGPR/AG.

17.2.3.2 Because both assgnment accounts and persond ledger accounts
by-pass a sgnificant number of key controls specified in Chapter 4
of thisManud, their establishment and use shdl be gtrictly limited to
those situations where prompt payment is a necessary requirement
of the entity.

17.2.3.3 Each gpplication for assgnment account or PLA shdl be
considered on a case by case bas's, dthough such accounts are
typicaly established for development projects.

17.2.3.4 Where assgnment account or PLA expenditure is incurred from
the Consolidated Fund, its funding must be included in the Schedule
of Authorised Expenditure for agiven financia year. Consaquently,
the balance remaining in each assgnment account & the end of each
financid year must lapse (i.e. not carried forward to the next yesr).
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17.2.3.5 Alternatively, where assignment account or PLA expenditureis
incurred from the Public Account (i.e. trust fund or special deposit
account), its funding shal be sanctioned by MoF or the trust-
holders, as the case may be, in accordance with the Acts,
Presidentid orders and other regulations governing the use of those
accounts.

17.2.3.6  All expendituresincurred usng anassgnment account or PLA
must be classified according to the Chart of Accounts. (i.e. to the
relevant object, function, fund and entity to which the transaction
relates). The nature of expenditure, incurring entity or source of
funding does not change, Smply because it has been incurred under
an assgnment account or PLA facility.

17.2.3.7 Assignment accounts and PLA’s must not be used for the
collection and recording of receipts.

17.2.3.8 Assgnment accounts will beincluded in the overdl cash balance
of the Government for the purposes of financid reporting and bank
reconciliation.

17.2.4  Accounting Policies

17.2.4.1 Expenditurein relation to assgnment accountswill be
recognised in the accounts when cheques have been drawn by the
chegue sgnatory (i.e. upon the issue of payment).

17.2.4.2 Expenditurein relaion to PLA’swill berecognised in the
accounts when payment has been endorsed by the respective
DAO/treasury office maintaining that account, prior to encashmen.
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17.3 Detailed Procedures
17.3.1 Introduction

17.3.1.1 Thissection describes the detailed procedures and associated
controls for the operation of assignment accounts and PLA’S,
including the following stages of processing:

establishment of assgnment account or PLA
release of funds
processing of payments
recording of expenditure
cheqgue clearance procedure
year end procedure
reconciliation
reporting.
17.3.1.2 Thekey controlsto be observed in respect of assgnment and
personal ledger account transactions are:

sgning of cheques drawn on the account, by the authorised
chegue signatory, and countersigned by an co-Sgnatory from the
responsible ministry or department

funds control exercised on each payment, by the NBP in the
case of assgnment accounts and by the DAO / treasury in the
caseof PLA’s

endorsement of cheques drawn on PLA’s, by the concerned
DAO / tressury office

reconciliaion of assgnment account and PLA monthly balances
to the bank

lgpsing of available funds released into assignment accounts, at
the end of the financid yesar.
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17.3.2 Establishment of new assignment account

17.3.2.1  Upon approval for the establishment of an assgnment accourt,
an dlocation of funds to the account is made under the sanction of
the responsible ministry or department. This dlocation will be based
on clearance by MoF, who aong with other central agencies,
control the overall resource alocation process (eg. Public Sector
Development Program, |oan arrangements negotiated by EAD).
The dlocation shal be communicated to the rdevant AG/AGPR
office.

17.3.2.2 The Accountant Generd shdl then issue aletter of assignment
(form 17A) to the relevant DAO/treasury office with an endorsed
copy to the branch manager of the State Bank of Pakistan, within
whose area the account is opened. The letter of assgnment shall
gpecify the following details of the account to be opened:

account name

the bank branch from which it shal operate
authorised cheque signatory and specimen signature
drawing limit of the account

budget head to which the release of funds shdl be made (in
doing s0 specifying clearly whether it isa Federd or Provincid
Government accourt)

any other conditions for the operation of that account.

17.3.2.3  Upon receipt of theletter of assgnment, the delegated officer in
the DAO / treasury office shdl arrange for the opening of the
assgnment account at the designated branch of the Nationa Bank
of Pakigtan, in the name of the authorised cheque signatory. At the
sametime, this delegated officer shall update the Appropriation
Regigter by the amount of funds released againgt the assgnment
account. Although the balance of this account is monitored by the
NBP, it is ill important to reflect thisinformation (i.e. funds
available) in the records of the Government, viathe Appropriation
Regiger.

17.3.2.4 Theauthorised cheque signatory for the assignment account shall
then be supplied with an officid chequebook by the DA Oftreasury
office, for the purpose of officia withdrawals from the account.
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17.3.3 Edablishment of PLA

17.3.3.1 When gpprova has been given for the establishment of aPLA,
the AG/AGPR shd| advise the rlevant DAO/treasury to establish
the PLA initsrecords. This advice will include the following detalls:

name of account
authorised cheque sgnatory and specimen signature
drawing limit for the account

budget head to which the release of funds shdl be made (in
doing so pecifying clearly whether it isa Federd or Provincid
Government account)

any other conditions for the use of the account.

17.3.3.2 Each persond ledger account shall then be established asa
separate budget head in the Appropriation Register by the relevant
DAO / treasury office, for the purpose of contralling the baance of
each account. Each PLA shdl be maintained in a separate section
of this regigter titled ‘ Persona Ledger Accounts on a
divison/department-wise bas's.

17.3.3.3 TheDAO/ tressury office shdl then issue an officid
chequebook to the authorised cheque signatory, from which
cheques may then be drawn.

17.3.4 Processing of payments

17.3.4.1 For both assignment accounts and PLA’S, cheques are able to
be drawn by authorised signatories of those accounts, from the time
chequebooks are received, or other time, as communicated by the
DAO / treasury office.

17.3.4.2 Chequesshdl only be drawn by the authorised cheque signatory
whereit isrequired for immediate disbursement or reimbursement of
expenditures previoudy incurred.

17.3.4.3 All chegues drawn from assgnment accounts and PLA’s must
be countersigned by a delegated authority in the responsible ministry
or department.

17.3.4.4  All cheques drawn in respect of PLA’s must be endorsed by a
delegated officer in the DAO / treasury office prior to encashment.
This ddlegated officer shdl check the following before endorsing
payment:
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aufficient funds exist within the nominated PLA, for the payment
to be made (asindicated in the budget head in the Appropriation
Regider)

the chegue has been drawn only by the authorised cheque
sgnatory

the cheque has been written in proper form, from an officid
chequebook

17.3.4.5 The above endorsement process of PLA’s requires the relevant
budget head to be provided to the DAO / treasury o that the
Appropriation Register can be duly checked and updated. It aso
requires the cheque register to be updated, for those cheques
endorsed.

17.35 Recording of expenditure

17.3.5.1 Because assgnment account transactions do not pass through
the certification and authorisation process, the expenditure cannot
be recorded by the DAO/AG/AGPR upon the making of payment.
The concerned DDO of the responsible ministry / department shall
submit a copy of the schedule of payments, in the prescribed form,
to the concerned DAO / treasury office on adaily basis (or as
cheques are drawn depending on the volume). This schedule will dso
provide the expenditure coding details for each cheque drawn.

17.3.5.2 When this schedule of paymentsis received by the DAO /
treasury office, the expenditure transaction shall be recorded in the
Sub-Ledger / Generd Ledger of that office. The appropriate
journd entry in this case will be:

Dr Detailed expenditure head
Cr Bank account

17.3.5.3 Inthe case of PLA’sthe expenditure shdl be recorded in the
accounts when endorsement has been given for the cheque at the
DAO / treasury office. The accounting entry will be the same as
that provided in the above Direction.

17.3.5.4 TheAppropriation Register shal be updated against the relevant
budget heads when assignment account and PLA expenditures are
recorded (i.e. reduce available funds).

17.3.5.5 It should be noted that a separate cheque clearing account shall
be maintained for each assignment account as ameans of matching
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recorded expenditures to the bank scroll details of cheques actualy
cashed.

17.3.6 Year-end controlsand adjustments

17.3.6.1 No cheques are permitted to be drawn from assgnment

accounts or PLA’s after 30 June, againgt the Schedule of

Authorised Expenditure from the previous financid year. Any
commitments established under those assgnment accountsor PLA’s
shdl be duly reversed in accordance with Chapter 4 of this Manud
‘Expenditures .

17.3.6.2 Where assgnment accounts or PLA’srelate to Public Account

expenditures, it is not necessary to close those accounts at year end,
subject to any other conditions associated with the use of those
monies.

17.3.6.3 Wherethe balance in the assgnment account or PLA lapses at

the end of the financid year, the Appropriation Register balance (i.e.
funds available) againgt the relevant budget heads shdl be reset to
zero and closed, until funds are released for the following year. No
entry is required to the Sub- Ledger / Genera Ledger, as only those
cheques drawn will have been recorded as expenditure in the
accounts during the year, and therefore no reversal is required.

17.3.6.4 Any amounts left outstanding in the cheque clearing account as

at 30 June represent those cheques drawn before the end of the
year but not yet cashed a the bank. Sufficient funds shall be
retained in the respective assgnment account / PLA to ensure these
cheques are cleared.

17.3.6.5 Thelatedrawing of cheques at year end does not represent

good financid management practice, and is subject to directives
issued by the Accountant Generd to avoid it.

17.3.7 Cloware

17.3.7.1 Assgnment accounts and PLA's must be promptly closed when

the rlevant activity for which they were established has completed
or has been otherwise wound up.

17.3.8 Reconciliation

17.3.8.1 Onamonthly basisthe NBP shall send abank scroll to the

AG/AGPR for the bank account that it maintains.
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17.3.8.2 Usdng the information contained in the bank statement the
AG/AGPR shdl prepare areconciliation statement of the reported
assignment account expenditures to the bank balance. The
reconciliation shal cons< of:

opening assignment account balance as per bank statement
less reported expenditures for the month by DA O/treasury
less payments in bank statement but not advised by DDO
plus uncleared cheques

equals closing assgnment account balance per bank statement.

17.3.8.3 Any unreported payments by the DDO identified in this
reconciliation shall be verified with them, and appropriate adjusting
entries made to bring the accounting records up to date, and
reconciled to the bank statement.

17.3.8.4 Inthecaseof PLA’s, the transactions will be included in the
bank statement received for the relevant Food/Non Food bank
account by the AG/AGPR. Therefore the bank reconciliation for
PLA’swill beincluded in the genera bank reconciliation procedures
provided in Chapter 6 of this Manudl.

17.3.9 Reporting

17.3.9.1 To provide a consolidated summary of assignment account and
PLA bdances used in the bank reconciliation described above, each
DAO / treasury office shal submit details of assgnment account and
PLA bdancesto their rdevant AG/AGPR a the end of each month.

17.3.9.2 Onaguarterly, bass ministries and departments shal submit a
detailed Statement of Expenditure for al assgnment accounts and
PLA’sunder their control, to the respective AG/AGPR offices.
These reportswill assig in verification of the accounting records
made and further details on these expenditures should further audit
andysis be required.
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17.4 Appendix A - Assgnment Account/Personal Ledger Account Transactions

Event

General Ledger Entries

Appropriation Register

Approve Annual Budget Nil Update funds available by
budgeted amount
Releasefunds Nil Update appropriation control

by amount rel eased

Endorse cheque (PLA) or
Received DDO schedule
(assignment account)

Dr  expenditure head
Cr  bank account

Reduce funds available by cheque
amount

Reduce appropriation control by
chegue amount

Y ear end adjustment for
remaining balance of funds

Nil

Reduce funds available to O (zero)

Reduce appropriation control to
balance off cheque clearing
account

Issued: 13-Feb-99

Page 17.12

Appmassgn.doc



	APPM
	1 Introduction
	2 Overview
	3 Budgetary Control
	4 Expenditures
	5 Receipts
	6 Bank Reconciliation
	7 Financial Reporting Procedures
	8 Loss and Recoveries of Public Money
	9 Self Accounting Entities
	10 Project Accounting
	11 Accounting for Liabilities
	12 Transactions Between Government ntities
	13 Procurement and Asset Management
	14 Public Account Transactions
	15 Insurance
	16 General Accounting
	17 Assignment Accounts and PLAs

