Module 4- Part 2

Financial Management and
Accounting Tools
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Non-profit principle
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Cash Flow



Cash Flow
]

(1) Executive Body develops Action Plan, prepares the
Budget and the Cash Flow Forecast and submits these to
the Board of Directors for review.

(2) Board of Directors review drafts and modify if necessary

(3) Once BD approves, submitted to annual General
Assembly for final approval and adoption.

(4) When GA has approves, Executive Body carries out the
activities provided for, supervised by the Board of
Directors

(5) Auditing Body verifies if action plan is carried out as
intended, the budget is executed as approved and the
cash flow forecasts are reviewed



The Action Plan - Purpose



What information does the Action Plan contain?
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How the Action Plan is prepared and used?



What is the Budget for?



What information does the budget contain?



The special feature of your budget as an HMIS



The special feature of your budget as an HMIS



How budget is prepared



What is the Cash Flow Forecast for?



What information does the Cash Flow Forecast
contain?



How Cash Forecast Is Used



Paramount Considerations in Accounting and
Managing Your HMIS’ Financial Resources



Paramount Considerations in Accounting and
Managing Your HMIS’ Financial Resources



Common Day-to-Day Accounting and Financial
Management Practices of HMIS

e variations in the way HMIS manage and account their day-to-day financial
transactions; depends on:

- size of members
- organizational set-up
- existing agreements with their external partners (e.g. the service
providers)
- access to bank institutions
- nature/classification of revenue and expenditures
- availability of staff to manage such financial transactions

e use different terms for financial records even though these have similar
functions and provide the same information

- adopt different formats and levels of detail

- some Cash Receipt and Cash Disbursement Books more detailed than
others to reflect specific classifications of disbursements (e.g.
supplies, training, etc.) and receipts (contributions, donations,
membership fees, etc).
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Common Day-to-Day Accounting and Financial
Management Practices of HMIS

e use different terms for financial records even though these have similar functions
and provide the same information

- adopt different formats and levels of detail

- fIsome Cash Receipt and Cash Disbursement Books more detailed than others to
reflect
specific classifications of disbursements (e.g. supplies, training, etc.) and
receipts
(contributions, donations, membership fees, etc).
e some HMIS record cash receipts and cash disbursements in one document; others
record them separately
e in smaller-sized HMIS where transactions are only few, no Cash Disbursement and
Eegeipt Books are maintained; transactions are recorded directly to the General
edger
e in more advanced HMIS, disbursements are done though checks, hence their Cash
Disbursement Book reflects movements only of their cash in bank and none from
their cash-on-hand, except the petty cash.
° ?Imost all HMIS maintain a petty cash, in varying amounts and different recording
ormats
e most HMIS use “Credit” and “Debit” for in-flow and out-flow respectively



Tools for the Day-To-day Accounting and
FinancialManagement



What is the Cash Journal for?



What information does the Cash Journal contain?



How is the Cash Journal used?
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What is the Cash-in-Bank Journal for?



What information does the Cash-in-Bank Journal
contain?



How is the Cash-in-Bank Journal used?
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How is the Cash-in-Bank Journal used?



How is Cash-in-Bank Journal accomplished



What is the Cash Receipt Book for?



What information does the Cash Receipt
Book contain?



How is the Cash Receipt Book Used?



How is the Cash Receipt Book Used?



What is the Cash Disbursement Book for?



What information does the Cash Disbursement
contain?



How is the Cash Disbursement Book used?

(1)

()

)

(4)

(5)

every time the HMIS uses or disburses money, these should be recorded
appropriately, whether they are taken from your cash-on-hand or cash-in-bank
account

further classify the nature or purpose of disbursement (e.g. supplies, training,
communications, payment to service provider for health services offered, etc.)

at the end of each month, sum up all cash disbursed; gives an overall picture
how much cash was disbursed for the month

add these amounts to the disbursements from the previous months; keeps
track of the amount and nature of cash disbursed by the HMIS on a daily and
monthly basis including the purpose for which they were used

information on daily and monthly disbursements becomes the basis for
establishing trends of monthly expenditure, thus enabling the making of a
better forecast of cash requirements over the financial period



What is the Petty Cash Form for?
00000

a common practice in the day-to-day transactions of all HMIS

as the term “petty” indicates, these are small amounts of cash
tr}a:' R//ﬁg keep as a ready source for small amount transactions
o)

though these are small in amounts, it is still necessary and a
sound financial management practice to record the
disbursements from petty cash

each HMIS has its own format and structure in recording the
utilization of their petty cash

must be able to record on a daily basis the amounts used and
the purpose or nature of the disbursement

should enable you to make timely remittance before your petty
cash become completely utilized



What information does the Petty Cash Form
contain?



How is the Petty Cash Form used?



What is the General Ledger for?
aa ]

summarizes the daily transactions of HMIS during the month according
to the classification or nature of activities or transactions

summarizes debit transactions (inflows) and the credit transactions
(outflows) for each account, in accordance with HMIS accounting plan
reduces the number of entries to be made and gives an overall view of
the transactions in the accounting plan

allows all transactions to be recorded in chronological order, while
indicating the accounts to be credited (‘inflow’) or debited (‘outflow’)
records all the details relating to all transactions carried out for each
account and to know the balance used by HMIS at any time
Calculates rapidly the provisional results of your HMIS activities.

Facilitates drawing up of the Statement of Income and Expenditure at
the end of the financial year, and calculate the different indicators of
activities and useful statistics



What information does the General Ledger
contain?



What information does the General Ledger
contain?



How is the General Ledger Used?

(1) on a daily basis, administer the accounts used in
connection with the HMIS activities; record each
transaction in the balance sheet headings:

In the Cash-in-Bank Column: if it concerns an activity
involving inflows or outflows of money to or from the
bank account (Bank Book)

In the Cash-on-Hand Column: if it is an activity
concerning cash in hand. This column corresponds to
Cash Journal and therefore follows the same rules

In the Sundry Assets Column: when it involves
activities concerning fixed assets, the guarantee or
the deposit

In the Sundry Liabilities Column: when it involves
reserves and short, medium or long-term debts



How is the General Ledger Used?



How is the General Ledger Used?

(4) at the end of each month, after recording the last
transaction of the month, close the General Ledger
for the month ending. To close the General Ledger
at the end of a month, it is necessary for you to:

(4.1) calculate and record the last balance of each
account, after the last transaction of the month

(4.2) carry forward the previous balance

(4.3) add up each column in total (total month +
carry forward)



How is the General Ledger Used?



How is the General Ledger Used?

(1) open a new page of the General Ledger and identify
it by the new month beginning, and carrying forward
the balance of the end of the previous month to the
top of the new page on the line marked ‘carry
forward; previous end of month balance becomes
the new start of month balance for the month
beginning

(2) record each transaction in the General Ledger;
makes it possible to follow the development of the
balance sheet and statement of Income and
Expenditure information of HMIS at any time



Importance of Financial Statements and Reports



Tools in Generating Financial Statements and
Reports



What is the Statement of Income and Expenditure for?



What information does the Statement of Income and
Expenditure contain?



What information does the Statement of Income and
Expenditure contain?



What information does the Statement of
Income and Expenditure contain?



Example of Calculating Depreciation



How is the Statement of Income and Expenditure
used?



What is a Balance Sheet for?

e a summary table that presents the assets of HMIS
on a given date

e preparation is just like producing a precise
inventory or photograph of HMIS resources for the
whole year

e summarizes these resources (reserves, loans or
care providers’ payment times) and their use,
reflected in the acquisition of materials, stocks or
the granting of extensions in the time for members
to pay their contributions



What information does the Balance Sheet contain?



What information does the Balance Sheet contain?

Liabilities: correspond to the source of assets, which consist of
the resources that have been made available to HMIS

equity capital: the resources that belong to the HMIS, such as
reserves (established in particular by surpluses
achieved at the end of previous financial years)
or investment subsidies and other capital
contributed by third parties (NGOs, government)

outside capital or debts: everything HMIS owes to other
structures, such as care providers’ invoices
payable, loans obtained or other




What information does the Balance Sheet
contain?



What information does the Balance Sheet
contain?



How is the Balance Sheet used?



