Finance Manual

SHARP (Society for Health, Agriculture and Rural People (SHARP) is one of
the leading NGO working in Yadadri Bhongiri, Suryapeta, Jangon ,
Jayashankar Bhupalapally and Peddapalli District of Telangana. Established
as Youth Association in 1981 and Revised in 2000 with an aim to facilitate the
vulnerable, marginalised, small land holders, women, landless and children
in providing services for better living conditions. From the very beginning
NGO SHARP focused on the sensitive needs and priorities of the poor. Earlier
the NGO SHARP was concentrating on social service to the community.
Gradually SHARP besides services felt the need to rely on Government
programmes to address the poverty issues beyond health sector. Since 2001,
working with dedication in local area of Gundala Mandal of Yadadri
Bhongiri district in the area of Natural Resource Management, in
collaboration with the State Government of Telangana and NABARD
(National Bank for Agriculture and Rural Development)

Vision:

The approach is towards holistic rural development of the society, ecological
balance, sustainability of the natural resources and empowered local
institutions.

Mission

The mission is to reach out the most fragile and poverty stricken poorest of
poor, to strengthen the community to prioritise the needs and enable to
access for better well-being, knowing the rights and privileges for self-
reliance, to be prepared and equipped to work for themselves and for others.

Objectives

e To reinforce community involvement by way of facilitation and
organisation of the community.

e To enhance the capacity of community in management of resources,
utilization and sustenance of resources

e To empower community to access resources and manage the assets
created.

e To promote holistic development for overall sustainability of the
community
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Nalgondal ,Suryapet, Yadadri Bhonagiri, Janagon,
Area of Operation | Jayashankar Bupal pally, Nizamabad, Nirmal,
3 p ‘| Jagityal, Rajanna Siricilla, Mahaboobnagar and
Peddapalli Districts.
SHARP Society,
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correspondence

Bhongiri (Dist). T.S -508 277.
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Board Of Directors and executive committee:

On the date of ap

proval of this finance manual, following are the Societyees of SAHRP:

S. Name Back.g_r oupd & Orgar}lzatlonal Address, Contact no & email ID
N. qualification role (if any)
H.No:7-54, Dharmapuram,

1 Rapaka House wife & | pLasident Mothkuru, Yadadri Bhongiri
Rajitha Social worker Dist.-500277, Telangana State
Avanaganti House wife & H.No:1-115, Venllanki Vlllage,.

2 | {alitha Social worker Secretary Ramannapet mandal, Yadadri

Bhonigir Dist, Telangana State
Poloiu H.No:1-25 Janakipuram,
3 ) Social worker Vice president Mothkuru, Yadadri Bhongiri
Munna Chary D
ist.-500277
H.No:3-05, Sherigudem village ,
Sudhakar Social worker . Samasthan Narayanpur
4 Chary Join Secretary Mandal, Yadadri Bhongiri Dist,
Telangana state.
Maroiu House wife & Lakshmipuram village,
5 AnithJa Social worker Treasurer Ramannapet Mandal, Yadadri
Bhongiri Dist, Telangana State
Kurell Buisiness & Executive H.No:5-87, Vellanki village,

6 | Narsimha Social worker Director Ramannapet Mandal, Yadadri
Chary Bhongiri Dist, Telangana state
Nakirekanti H01llse wife & Executive H.No:4-88, Vellanki village, .

7 Lavanya Social worker Member Ramannapet Mandal, Yadadri

Bhongiri Dist, Telangana state
Pagidimarri " H.No:2-44, Pulipalupula

g | Saraswathi House wife & | pyocytive village, Munugodu Mandal,
Executive Social worker Member Yadadri Bhongiri Dist,
member Telangana state

. Executive H.No:2-36, Vellanki village,
9 | Agu Mallesh Social worker Ramannapet Mandal, Yadadri
Member RN
Bhongiri Dist, Telangana state

Accounting Year: SHARP following the financial accounting years from 1st April to 315t

March.

The policies and procedures contained in this manual are designed to provide SAHRP the
tools needed to effectively manage the financial resources. The provisions in this manual are
to be used in connection with other policies and procedures as devised and modified from
time to time by SAHRP. SAHRP reserve the right, as its sole discretion, to change,
modify, amend, apply, add or remove extracts, portions or the whole policy at any time
without prior information.




1. GOVERNANCE STRUCTURE

1.1. Board of Directors

The Board of Directors (BOD) of SAHRP may consist of a maximum of seven Indian
nationals with a term of three years with possible renewal. The Societyees elect a
Chairperson from among themselves. The Executive Director of SAHRP is an ex-officio
member of the BOD and Convenor of all the BOD meetings. The Societies are drawn from
diverse backgrounds and expertise. Appointment of new members or changes in the
constitution of the BOD are recorded in the Minutes of BOD. The BOD shall meet at least
once in a year, with scope for more frequent meetings as and when necessary.

1.2. Finance Committee (FC)

The BOD may constitute in future, a Finance Committee comprising of Societyees,
external expert, Executive Director and selected staff to assist the Board on all matters
relating to financial management of SAHRP. The function of FC is to advice the BOD on
all financial management matters.

1.3. Executive Director (ED)

Executive Director is the Chief Functionary (CF) of the organization. BOD appoints the ED
normally for a period of three years. The ED is expected to provide leadership to the staff
and plan SAHRP work and programmes. The ED will also be responsible for the
recruitment of staff and their development. The ED will be the link between the Board and
staff. ED is responsible for all the compliances, legal and otherwise. He is also one of the
signatories for bank operations along with a Societyee and Staff. The Executive Director
convenes the FC and BOD meetings in consultation with the Chairperson and Societyees.

1.4. Major Financial and Non-financial Responsibilities

It is recognized that it is important to delegate financial and non-financial authority and
responsibilities to the key persons for smooth function of organization. The following
table outlines major financial and non-financial responsibilities and authority as
approved by the Board of Societyees. These have to be exercised within the framework of
the financial systems and processes as defined in this manual.

Non-financial responsibility and authority:

1 Formulation and approval of policies, rules and regulations
[0 Over-sight on organizational activities vis-a-vis the vision and BOD
objectives of the organization
[J Review of internal financial management systems and controls
I Signing of appointment and termination orders of the Executive
Director Chairperson of the BOD
[ Signing of organizational audited financial statements Chairperson and
Executive Director
I Conflict of Interest related matters BOD and Executive
Director
[0 Selection of staff at the level of Manager, for BOD development BOD and Executive
action unit and finance & admin unit Director
LI Selection of all other staff in the organization Executive Director
[J Implementation of various policies approved by BOD
[0 Signing of staff appointments and termination orders of all other staff
[0 Signing statutory returns of IT and FC and project-wise audit
statements Executive Director
[0 Grant agreements, MoUs, contracts and release of funds to
partners
[0 Signing of donor agreements and reports
[0 Signing of TDS forms to staff, consultants & contractors




Financial Responsibility and Authority:

[0 Travel and program advances to the ED Executive Director
[0 Travel and program advance to all other staff Verification by line
management and approval by
ED
O Travel and program advance settlement Verification by line
management and approval by
ED
O Maklng and redeeming of approved bank deposits and Executive Director
Ivestments
[0 Payments against grant contracts, budgeted program Proposed by respective project
expenditure and procurements staff, verified by respective line
management and approved by
ED
0 Office expenditures, salaries, consultancy payments, office | proposed and verified by the
maintenance, travel agencies & rental agreements finance staff and approved by
ED
[0 Authorized signatures on vouchers Verified by senior finance staff
and approved by ED
Bank account operations One of the Societies, Executive

Director and one staff

All the other minor financial and non-financial responsibilities and authority that are
not listed above are held by the Executive Director.

2. Significant Accounting Policies

2.1. Basic Principles

O
O

O O o 0O

2.2,

SAHRP will follow fund-based accounting, and all the ledger heads are created
as per the approved budgets

SAHRP will follow cash-based accounting system for maintaining the
books of accounts and for preparing financial statements, unless any particular
donor demands for other kinds of systems, such as accrual-based systems

Each fund and restricted project undertaken on behalf of donor agencies is
treated as a separate Fiscal Entity. The assets/liabilities and the income and
expenditures pertaining to each Fiscal Entity are separately managed and
recorded.

No notional expenditures are booked in any of the restricted funds of the
Organization

All transactions are recorded at cost price. Any fluctuations in the market value
are not accounted for.

All transactions will be recorded in monetary terms. Quantification of non-cash
Aspects are done as per the approved procedures.

accounting policies shall be applied consistently from one accounting period to
another.

Investments

All investments of SAHRP shall be as per the provisions of section 11(5) of the Income Tax
Act, 1961. The investments shall be valued at cost, and in case the market value of the
investments falls below the cost price then suitable disclosures will be made in the
financial statements




2.3. Fixed assets

[ All fixed assets shall be recorded at purchase price plus any attributable cost
of bringing the asset to its working condition. The assets procured out of the
general fund or other funds belonging to SAHRP shall be treated as general
category assets. The assets purchased out of project funds or restricted funds
shall be treated as project assets.

[0 Donated assets shall be recorded at a nominal value. Such value shall be
reflected in the balance sheet by creation of a corresponding capital reserve on
the liabilities side. Fixed assets which are charged off, as expenditure in the
income and expenditure account, shall be reflected in the asset side of the
balance sheet by creation of a capital reserve.

O The project assets shall be treated according to the terms of the project
agreement. In the absence of any clause pertaining to treatment to fixed
assets in the project agreement, the assets shall be converted into general assets
after the closure of the project.

O
O Depreciation on fixed assets shall be provided on a systematic basis for each
accounting period throughout the useful life of the asset as per the rates
prescribed by the Income Tax Act, 1961.
O

2.4. Foreign Exchange Transactions

Transactions in foreign currencies are recorded at exchange rates, prevailing on the date of
transactions. Any exchange fluctuations resulting in gain or loss in relation to budgeted
amounts, are reported separately.
O

2.5. Sources of Revenue

SAHRP mobilizes resources for its operations and developmental activities from
the following sources:

® Grants received from foreign / domestic donors for projects to be directly
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e Grants received from foreign / domestic donor for projects to be

implemented

by project partners. In such cases, all restricted project grants shall be

credited to specified project partners restricted funds and shall not be

treated as income.

e Voluntary contributions received from International and Domestic
individual or institutional donors and interest earned on such contributions
shall be treated as income of the Society.

e Such Voluntary contributions shall be applied for the objectives of the
Society and may also be accumulated as per the provisions of the prevailing
laws. Corpus contributions received from foreign and domestic donors
shall not be treated as income of the Society.

e Such corpus contributions shall be credited to the corpus fund and shall
permanently remain with the organization

e Income generated from consultancies shall be treated as income of the
Society.

Such income shall be treated on par with other voluntary contributions received




and shall be applied for the objectives of the Society and may also
be accumulated as per the provisions of the prevailing laws.

2.6. Cash holding limit
Cash balances are always maintained at bare minimum level and physical cash balances
are frequently verified by the auditors / members of the F & A Unit. SAHRP will not
maintain cash of more than Rs. 10,000 at any given point in time.
O

2.7. Rental / Lease Agreements
SAHRP shall enter into formal rental / lease agreements with the landlord where
office space / equipment / machinery is taken on rent / lease, and documentary evidence
shall be made available on demand.

2.8. Insurance of movable and immovable assets
Insurance of all movable and immovable assets is required to be made and renewed
regularly. The type of insurance cover required for various types of assets shall be
determined by the BOD from time to time. Computer and other electrical instruments
shall be protected through Annual Maintenance Contracts (AMCs).

2.9. Maintenance of past records
All financial records of SAHRP are retained for a period of 7 years after the end of the
financial year to which they pertain. If any bilateral grant agreements or statutory
regulations from time to time determine preserving records for more than this
period, SAHRP will do so. Till such period, all the financial records including the books
of account are stored in an easily accessible manner, properly labelled and numbered. All
the vouchers are properly bound in a chronological order.

3. Accounting System

The accounting function is centralized at the SAHRP office level. In case of field or project
offices elsewhere, basic accounting records and registers are also maintained. The
accounting system at SAHRP is computerized, using the Tally accounting
software. Following are the major features of the accounting system at SAHRP:

3.1. Structuring of the accounts
Since the funding of SAHRP comprises of grants from donors, separate groups are
maintained for the funds received and utilized from various funding agencies. Under each
donor group separate ledgers and sub-ledgers are created which are structures as per
the budget heads and sub-budget heads of the individual projects. This facilitates
tracking, monitoring and reporting of donor expenses. In addition, cost centres are also
created which are structured as per generic expenditure heads, so as to additionally
facilitate expenditure head wise tracking and analysis.

3.2. Data Entry

Accounting data pertaining is entered into the accounting software on a daily basis. The
accounting entries pertaining to any month, including those for field level expenses are
completed by the 15th of the following month, after which the accounts for the month are
“frozen”. Rectification entries are passed to amend any data that has already been
entered




3.3. Generation of reports:
At the end of every quarter, the following printouts are taken:

[0 Bank Book

[0 Expenditure ledgers

[0 Project ledgers

[J Trial Balance as on the last day of the quarter

On an annual basis, after the completion of the statutory audit, the complete books of
account including the detailed ledgers and journal books are printed in hard form and
such books are retained in files.

3.4. Data Security
SAHRP ensures that a proper system for data security is followed. This is required in
order to ensure that there is no loss of crucial accounting information as a result of any
unexpected media corruption, hardware problem in the computer, accidents in the office
or unauthorized modification of information.

All accounting information is password protected. Each user (member of the finance and
admin unit) is provided with a unique ID and password. The accounting data is backed up
on an external hard disk on a weekly basis.

3.5. Accounting Process
Following are the steps followed in accounting a financial transaction at
SAHRP:

[ Check Budget Availability

[0 Voucher and supporting documents

[J Verification

0 Approval

[l Filing of vouchers in chronological order
[0 Enter in the Tally software

All such financial transactions are accumulated and following steps are followed to file,
store and for verification by the auditors:

O] Printouts of the books of account

L1 Stored for 7 years after the end of financial year
O Preparation of final accounts

[0 Audited financial statements

[0 Audit of accounts

3.6. Additional records and source documents
In addition to the books of account generated from the accounting software, and the
supporting vouchers and documents, the following supplementary records and source
documents relating to financial transactions are maintained at the SAHRP office:

[] Foreign Contributions Registers (as mandated by the FCRA)
[J DDs Issue register

L1 Cheque Issue register

LI Receipts Book-FC




Receipts Book-LC

Bank Reconciliation file

Bank statements file

Cheque book / pay-in slip counterfoils
Unused cheque books

Fixed Assets Register

Registration documents under various Acts
Organizational statutory returns filed
MoUs of donors

Rent deeds and other contracts signed
Investment and other title deeds
Individual staff files

Staff attendance register

Salary register

PF register

Professional tax

Stock register

[ Travel booking register

O000000oOoOoOoOoOooOoOood

The above is an illustrative list of supplementary records and documents maintained at
the SAHRP. Additional records and documents may be maintained as required.

3.7. Accounting financial transactions

3.7.1. Types and Preparation of Vouchers

The accounting process starts with the preparation of a voucher, which is a basic
accounting document. A voucher is prepared to record any financial transaction that
takes place anywhere in the organization. A voucher is prepared for each and every entry
made in the books of account. Following types of vouchers are generated at SAHRP:

a) Cash / Bank Payment vouchers

b) Cash / bank Receipt vouchers c)

Contra vouchers

d) Advance payment vouchers

e) Journal vouchers — for non-cash/bank transactions including settlement of advances
and rectification entries

All vouchers shall invariably contain the following information regarding the
accounting transaction it represents:

Voucher number

Date of transaction

Description of transaction

Project / expenditure head (co-relating with the project / approved budget heads)
Amount in words and figures

Signature of recipient

Signature of person prepared / verified /approved the payment

Revenue stamp for cash payments for Rs.5,000/- or more (in case of cash
payment vouchers).

DD/Ac Payee Cheque details in case payment is by way of a demand draft or A/c
payee cheque.

O OOoO0OooOoOon
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[0 Paid stamp with date and voucher number on the face of voucher and each
supporting document.
[ Appropriate approved supporting documents evidencing the payment made.

All the expenses can be incurred and subsequent payments made only after: (i)
confirming the availability of budget provisions (ii) obtaining the approvals of appropriate
authorities as specified in the manual, and (iii) deduction of tax at source, wherever
applicable.

3.7.2. Preparation and Payment process by Finance team:

[J Prepare the payment vouchers accurately (as per the checklist above), including
the amount to be paid

[0 Attach the all supporting documents which have been approved by the designated

authority including requisition for goods or services, quotations, product

specifications, justification notes, purchase order, bill or invoice from

supplier, proof of receipt of goods or performance of services.

Provide cross reference to other supporting documents such as rental

agreements, consultant contract, work / service contracts, on the payment

vouchers

Ensure that the supporting documents sufficiently justify the payment

Ensure that all arithmetic calculations are checked and details of the supporting

documents match with each other

Ensure that the appropriate amount of tax has been deducted at source, where

applicable

Ensure that the payment amount does not exceed the authority level of the

employees authorizing the payment and get the payment voucher signed

Once the cheque has been prepared / funds released, cancel all supporting

documents to prevent reuse. Stamp each item and the voucher “PAID"

O
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Certain consultancy and other contracts often require recurring payments to be made
based on the original contract. To make recurring payments, it should to be ensured that
all subsequent payments are tracked against the original contract, to determine the
amount of tax to be deducted and advances to be adjusted, if any. A running total of
payments are recorded on such payment vouchers to avoid errors and / or overpaying.

3.7.3. Attributes to be checked while preparing cheques

The amount in words, and figures are identical, and match the amount paid

The date matches the voucher date

The payee’s name is spelt correctly and matches the name on the contract

All blank spaces on the payment amount, payee and date lines of the cheque are
filled in to prevent alteration

The cheque is payable only to the Person or the organization as agreed to in the
purchase contract.

No cheque is issued, that is payable to Individual employees of the supplier
companies, “cash” or “bearer”. All cheques must be crossed and marked as
“Account Payee Only”

O 0O oOoOood

3.7.4. Attributes to be checked before approving vouchers




For approving the payment vouchers, following attributes shall invariably checked:

[0 Whether there is a budget provision for the expenditure. In case of deviation
from the budget provision, whether the grant contract permits such deviation.
Any approval from the donor for those without any budget provision

[0 Whether prior approval has been taken, as per the approved delegation of
powers for the expense incurred.

] Whether all the necessary supporting documents are available with the
voucher.

[0 Whether the expenditure has been booked under an appropriate account
head.

[0 Whether all necessary deductions have been made from the bill amount.

[0 Whether there is confirmation, that the party has fulfilled the consultancy /
work order as per the stated terms and specifications.

[0 Whether there is confirmation that the relevant processes have been followed
for the category of payment being made.

3.7.5. Procedure for issuing receipts

Official receipts are issued by SAHRP for amount received from donors and third
parties. The following procedure is followed for issuing receipts:

[0 Receipts are serially numbered

[0 A duplicate copy of the receipt is retained on record

[0 The name and address of the donors / third party is mentioned on the receipt
issued.

[J Each receipt is signed by a duly authorized person

[J Separate receipt books are maintained for foreign and local contributions.

4. Internal Control Systems
Internal Control implies development of systems within the organization to ensure
efficient functioning and minimize the possibilities of mismanagement and
inefficiency.
The nature and extent of Internal Control are developed based on the size, activities
and geographical spread of the organization. The key elements of internal control in
SAHRP are in the following areas:

« Delegation of financial approval authority
« Cash and bank management

« Advances management

« Payroll management

« Procurement procedures

« Inventory management

« Fixed asset management

« Investment management

« Financial management in donor-funded projects
» Partnerships and financial management

+ Audit and financial reporting

4.1. Delegation of financial approval authority




« All the program and travel advances and other payments are made as per
the authority listed under section 1.4. of this manual

+ No new advance, either travel or program, is approved for the staff unless
the previous advance is settled

« All payments against contracts / consultancies attracting statutory
provisions of TDS will be applied on every payment made against such
contracts

4.2. Cash Management

O

(]

Thecash is maintained with the person Society to handle cash.
Separate cash record is maintained for the LC and FC funds. Cashis
withdrawn with the approval of the Executive Director

As a policy, SAHRP will not keep cash of more than Rs. 20,000. In
exceptional cases, viz. during workshops, trainings, meetings, advances to
staff etc. the cash exceeds the said limit. Any such deviation is noted, and
details are provided to the statutory auditor.

] Any payment above Rs. 5000 is to be made by account payee cheque or bank

transfer unless otherwise there is an approval for any deviation.

[0 All the cash payments are made only after the proper authorization and

O
O

submission of relevant supporting dqcuments.

At the end of the day, the cash book is closed, and the physical cash book is
verified with the balance available.

4.3. Bank management

O

O
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As per the requirement of FCRA, a separate designated bank account will be
opened and operated for the foreign contribution remittances. All such
contributions are deposited in that account.
SAHRP may open FC utilization accounts in future for effectively implementing
project / field offices. These utilization accounts may be used only for
the utilization of funds. No grant is released to the partners from this account.
A separate FCRA company is created in Tally, and all the ledgers are created as
per the budget heads provided by the donors in the approved budgets.
For the projects supported by local funds, a separate bank account is there. In
case, a local donor of a particular project has a specific requirement to open a
separate project account, the same will be done with the approval of BOD. At the
end of the project, the account is closed.

All payments above Rs. 5000 are made through account payee cheques or
bank transfer.

0 Monthly Bank Reconciliation Statements (BRS) is prepared for all the projects, all

bank accounts and common BRS for the FC account. As per the donor requirement,
the copy of the BRS is submitted.

All inter project transfers are made by physical transfer of funds from one
account to another. It also is ensured that there is no mixing of FC and LC funds.
Cheques are signed by any two of the three signatories (one of the Directors,
Executive Director and one Staff) to the bank accounts

4.4. Advance Management

In SAHRP, the advances are of the following types:
1. Travel advance
2. Program advance

3. Advance to Contractors, Suppliers and consultants

4.4.1. Travel advance: 10




+ The travel advance is released against the authorized and approved travel
plan

« All the advances to the staff are given in cash from which they are expected
incur the expenditure.

+ No fresh advance is provided without the settlement of previous advance.

+ All the advances have to be settled within 7-10 working days after the
completion of the travel or before the next travel request, whichever is earlier.

+ The settlement has to be made in the prescribed format which includes all the
details viz. accommodation, per diems, train tickets, etc.

» The amounts spent on accommodation and claims of per diem etc., should be
as per the norms prescribed in Annexure-2.

+ The advance settlement has to be verified by the immediate line manager
which will be subject to scrutiny by the finance and admin unit

+ The copy of the visit report has to be submitted along with the claim settlement
form. Proof of sharing the visit report with respective local partner /
organization in case of a project monitoring visit also shall be enclosed.

4.4.2. Program Advances

+ These advances are given to the staff for conducting various budgeted and
approved workshops, meetings, trainings, labour payments, program
0 implementation expenditures etc.

« The advances are paid in cash, and all effort will be made to keep the cash
advance to the minimum by encouraging direct payments to the bank accounts
O of vendor / supplier / service providers
« All such advances are settled with the office by submitting proper supporting
documents viz. travel claims of the participants, miscellaneous expenses
during the meeting, etc.

4.4.3. Advances to Contractors, Suppliers and Consultants

+ Advances are paid based on the terms of the contracts. All the necessary and
applicable taxes are deducted at source before the payment is made. All such
advances are adjusted, including the TDS, against the final payment made to
the supplier.

O

4.5. Procurement procedures

SAHRP has got well-defined procurement procedures that are robust, designed to
suit the work of SAHRP and are comprehensive. These guidelines apply to all staff,
consultants as well as BOD members. Annexure-1 elaborates the approved
procurement guidelines.

These guidelines classify the procurement contracts into three major types — (1)
Supplies, (2) Services and (3) Works. The procurement procedures detailed cover
BODh office and program procurement aspects in the above three types of
procurements. Also, they cover BODh capital assets and non-capital assets, within
the type ‘Supplies’.

4.6. Inventory management
The major component of stock in SAHRP would be in the form of stationery, reports
11




and

publications for private circulation. The stationery is procured after getting the March.

staff requirements every month. A proper register is maintained for recording all
the receipts and issues of stock. A separate list of all the publications is
maintained.

4.7.

Fixed Assets Management

Fixed asset is an asset, which is held with the intention of being used for the
purpose of providing services; not for sale in the normal course of the activity
and expected to be used for more than one financial year. Costing of fixed assets
normally include Purchase price, any non-refundable taxes, applicable duties,
any cost directly attributable to bring asset to working condition, installation
costs and professional fee for same, if any. Following are the procedures
followed in managing fixed assets:

All the assets which give a benefit that exceeds one year and the
value of which exceeds Rs. 5000/- are capitalized

Asset received as ‘Grant in Kind will be recorded at the
invoice price if such asset is new. In case of an old asset, a
nominal value i.e. Re. 1 will be recorded in the fixed asset register.
If the expected benefits of the assets do not change after repairs, such
kinds of expenses are charged to the maintenance cost of the asset.

If after repairs, the expected benefits of the assets increase the
expected capacity, then such cost is added to the value of the asset.

The insurance cover for all the movable and immovable assets is
renewed every year.

Any unutilized asset is put to disposal subject to the condition that it
is proved beyond reasonable doubt that the repair of the asset is not
justifiable.

In case of assets purchased from the donor funds, the terms and
conditions specified in the donor agreement are strictly followed.

The sale or disposal value of the asset is shown as “Sale of asset”,
and the same is also reflected in the FC-6, if the asset has been
purchased from foreign contributions.

The sale or disposal value of assets not capitalized is shown as
miscellaneous income/sale of scrap.

A detailed and comprehensive fixed asset register is maintained by
SAHRP, with details of each capitalized asset such as date of purchase
and invoice number, name of the supplier, voucher number, details of
the model/brand, total cost of

acquisition, location of the asset and name of the donor. The fixed
assets register is updated at the time of purchase/sale/disposal/write
off/transfer of asset.

Physical verification of assets is done on an annual basis as on 31




The physical verification details are compared with the fixed asset register for
reconciliation. Any discrepancy in the fixed assets is documented, reconciled
and appropriate action initiated.

4.8. Investment Management
SAHRP invests its project funds and its own resources in short term, medium term

and long term bank deposits with an objective to generate optimum revenues for
the organization. In case of project funds, this will be done without hampering the
functioning of the projects due to lack of funds at any point of time. Following are
the guiding principles w.r.t. investments by SAHRP:

+ The investments are made by SAHRP as per the provisions of Section 11 (5)
of the Income Tax Act 1961 and any other Act applicable to NGOs from time
to time.

« The purpose of investment is to secure optimum returns while ensuring the
safety of the funds invested

+ Anyrequirement laid down by the donor in the grant letter/agreement is
adhered to

+ Such investments are generally held till maturity. In case of fund requirement in
the projects, premature closure of deposits and investments are done

« The original certificates of the investments are maintained in safe custody with
the Manager (F & A) or Executive Director

.. . . March every year.
+ The original certificates are verified as on 31

4.09.Financial Management in Donor—funded Projects

e SAHRP may receive local grant funds from local donor agencies and
Government departments. Also, SAHRP may receive grants from foreign
sources and donors towards contributing to its vision. SAHRP will adhere to
the Governance, Financial management systems and internal control systems
as defined by this manual, while respecting the donor- specific financial
conditions agreed mutually and incorporated in the grant agreements.
Following are the specific guidelines related to financial management of grants
received from different donors:

« SAHRP follows fund-based accounting and all the ledger heads are created
as per the approved budgets. In case of demand for any other system (such as,
accrual-based accounting) incorporated in the grant agreements, SAHRP will
comply. The project period of all the projects vary based on the approval
dates of the projects. As statutory audit reports will be submitted from 15t April
to 315t march.
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O For each donor, a group is created in Tally, within which the ledgers are
prepared as per the approved budget of the donor. This makes reporting to the

donor simpler.

[0 Utilization of project funds is done in accordance with the
approved / sanctioned budgets and activity plans

O For any deviations in the budgets or activities, the prior written approval of the
donor is sought.

[0 Notional expenses are strictly prohibited in SAHRP, and none of the projects
will have any notional expenses booked

O SAHRP opens all the project and global accounts for the scrutiny of the
donor- appointed project auditors, as per the mutually greed grant agreement

O Any interest earned on the grant is reported to the donor, and necessary
permissions are sought for the utilization of the interest amount.

0 SAHRP ensures that all the reports are duly submitted in the prescribed
formats Within the stipulated time frame to various donors

O Reports are generated from the books of accounts. At any given point in time,
these reports will always tally the SAHRP books of accounts

O Separate files for each donor and each project are maintained in Finance &
Admin to file and keep available all the correspondence and reports.

O In case of any potential underutilization of funds in any project, efforts are
made to secure a no cost extension for the project, the duration of which is
based on the donor considerations and availability of funds. This is done at
least 3 months before the actual closure of the project

O In such cases, where it is strongly felt that the next phase is important for
furthering the objectives of the project, the planning process is started at least

6 months in advance so that the new phase is approved by the time the exiting
0 phase comes to an end.

O All other necessary conditions prescribed by the donors in the grant agreement
for the closure of the project are adhered to.

[0 No expenditure is incurred after the project period is over, unless otherwise it is
specifically approved in writing by the donor.

4.10. Partnerships and Financial management

To achieve its objectives, SAHRP would collaborate with various Government
Departments, institutions, autonomous academic, research and training institutions,
International academic and technical agencies as per laws of the land and work
towards better implementation of various welfare and development schemes of State
and Central Governments within India. SAHRP would also collaborate with CSR
arms of corporate and their industrial federations receive grants and use such
corporate grants and CSR funds towards the objectives of the Society.

The Society may transfer part of its funds as grants to other non-government
Organizations; community-based organizations and other agencies / institutions
for specific purposes, to further its objects. All such transfers shall comply with the

existing and future laws of land that will be in force at the time of fund transfer
14




Partnerships are based on mutual Society, scope for mutual learning & sharing and
complementarity of skills / expertise with ultimate objective of benefiting the target
communities and contributing to the vision of the organization.

4.12. Audit and Financial Reporting

SAHRP will appoint a statutory auditor for every three years, letter of appointment
issued every one year, based on the mutually agreed terms. SAHRP may also take the
services of an internal auditor whenever the BOD feels necessary.

SAHRP will get its accounts audited on financial year basis. Depending on the
specific donor requirements, auditing for 6 months, April to Sept and Oct to March,
may also be done. The auditors are special invitees to the BOD and report on specific
issues or provide guidance on strengthening the financial management systems of
SAHRP. Following are the major tasks of the statutory auditor:

[J Conduct audit of project specific accounts and consolidate and issue

management letter and certify on half-year or annual basis as per the

requirement

Filing of Income tax returns and represents SAHRP for assessments.

Consolidate all FC accounts and certify the FC statements and FC-6 return

Provide advisory services on accumulations of funds and investments

Enter into donor specific Audit Agreements as and when required on mutual terms

and conditions

Interact with the internal auditors and suggest ways for improvements in the areas

of Financial Management Systems

O Provide advisory services on other legal aspects (FCRA, IT, PF,
Gratuity, Professional Tax etc.)

oooOod

O

5. Statutory Compliances

SAHRP ensures that it complies with all the statutory and legal compliances under all the
Acts in which it is registered or whichever apply to it from time to time. The following are
the Acts and their provisions which are currently applicable to SAHRP:

[J The Income Tax Act, 1961 as amended by Finance Act 2016
[J The Foreign Contribution (Regulation) Act, 2010, FC rules 2011 read along
with Amendment Rules 2015

6. Amendments and improvements
SAHRP may consider amendments and improvements to this finance manual from

time to time as the organization and its programs evolve. SAHRP reserves all rights to
made such changes and notify new provisions without any prior notice.
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