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FOREWORD
The National Biosafety Authority annually receives funds from the exchequer, Appropriation- in-Aid and Donors for use in its day to day operations. For the proper management of these national resources, NBA requires a framework to guide the financial function anchored on the Public Financial Management Act. This framework will help to create a culture of prudent financial management and put in place sound governance structures as well as coherent processes for effective financial operations.

This Manual will guide financial operations and foster a coherent understanding of processes and procedures to be followed while using the resources allocated to or generated by NBA thus enabling achievement of the objectives defined in the NBA’s Strategic Plan (2020-2025).
The Manual sets out good practices to facilitate implementation of financial accounting policies and procedures as required by the Government of Kenya, Development Partners and other key stakeholders. Its primary role is to provide guidance to NBA staff, auditors and other stakeholders. It provides the minimum level of understanding of the role of financial management in NBA and the importance of various elements from accounting system design, the linkage of the financial system and financial reporting, to auditing. Accounting and auditing are major elements of stewardship and therefore require integration of financial and program discipline to manage allocated resources so as to achieve NBA’s objectives. 

It must be noted that funds allocated to NBA constitute public resources and must be prudently utilised. It is therefore necessary that the financial management system effectively provides timely, reliable information for accountability and decision making. NBA will continue to make use of the available financial and other resources for the mandate for which NBA was established. This Manual is designed to ensure operational compliance with the Public Finance Management Act, related guidelines, processes, procedures, circulars, gazette notices and orders. The Manual also outlines the responsibilities of the finance department in the management of NBA’s resources.
This Manual has been prepared through collective efforts and contributions from staff and Management of the NBA. It shall be revised as need arises in recognition of the dynamic environment in which we operate in and in line with our core values. This Manual will therefore, be instrumental in guiding prudent financial management of NBA’s resources. The overall expected outcome of this Manual is the standardization of the NBA’s financial processes as well as the management of the resources allocated to NBA in an efficient and transparent manner.

The content of this Manual will be reviewed from time to time to accommodate any changes in legislation, technological advancement or internal restructuring.

The approval by the CEO signifies his key role as the overall custodian of the NBA’s resources.

…………………………………………………….

Chief Executive Officer

National Biosafety Authority
ABBREVIATIONS AND ACRONYMS
AIE

Authority to Incur Expenditure

BOD

Board of Directors
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Chief Executive Officer
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Director Corporate Services
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National Biosafety Authority
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Public Finance Management Act
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Medium Term Expenditure Framework

IPSAS

International Public Sector Accounting Standards 
IAS

International Accounting Standards
GAAP

Generally Accepted Accounting Principles

DEFINITION OF TERMS
1. Accountant - Person skilled in the recording and reporting of financial transactions.

2. Accountants' Report - Formal document that communicates an independent accountant's: 

(i) Expression of limited assurance on Financial Statements as a result of performing inquiry and analytic procedures (review report); 

(ii) Results of procedures performed (agreed-upon procedures report); 

(iii) Non-expression of opinion or any form of assurance on a presentation in the form of Financial Statements information that is the representation of management (compilation report); or 

(iv) An opinion on an assertion made by management. 

An accountants' report does not result from the performance of an audit. 

3. Accounting - Recording and reporting of financial transactions, including the origination of the transaction, its recognition, processing, and summarization in the Financial Statements. 

4. Accrual - The recognition of an expense or revenue that has occurred but has not yet been recorded. 

5. Accrual Basis - Method of accounting that recognizes revenue when earned, rather than when collected. Expenses are recognized when incurred rather than when paid.

6. Accumulated Depreciation - Total depreciation pertaining to an asset or group of assets from the time the assets were placed in services until the date of the Financial Statement. This total is the contra account to the related asset account.

7. Adverse Opinion -Expression of an opinion in an auditors' report which states that financial statements do not fairly present the financial position, results of operations and cash flows in conformity with Generally Accepted Accounting Principles (GAAP) and IPSAS.

8. Annual Report - Report to the stockholders of a company which includes the company's annual report, audited balance sheet and related statements of earnings, stockholders' or owners' equity and cash flows, as well as other financial and business information.

9. Asset - An economic resource that is expected to be of benefit in the future. Probable future economic benefits obtained as a result of past transactions or events. Anything of value to which the firm has a legal claim. Any owned tangible or intangible object having economic value useful to the owner.

10. Audit - A professional examination of a company’s Financial Statement by a professional accountant or group to determine that the statement has been presented fairly and prepared using Generally Accepted Accounting Principles (GAAP).

11. Auditor - Person who audits financial accounts and records kept by others. Includes both public accounting firms registered with the ICPAK and associated persons thereof.

12. Auditors' Report - Written communication issued by an independent Certified Public Accountant (CPA) describing the character of his or her work and the degree of responsibility taken. An auditors' report includes a statement that the audit was conducted in accordance with Generally Accepted Auditing Standards (GAAS), which require that the Auditor plan and perform the audit to obtain reasonable assurance about whether the Financial Statements are free of material misstatement, as well as a statement that the auditor believes the audit provides a reasonable basis for his or her opinion.

13. Bank Reconciliation - A process by which an accountant determines whether and why there is a difference between the balance shown on the bank statement and the balance of the cash account in the firm’s Cash Book or General Ledger.

14. Bank Statement - A periodic statement, usually monthly, that a bank sends to the holder of an account showing the balance in the account at the beginning of the month, during, and at the end of the month.

15. Board of Directors - Individuals responsible for overseeing the affairs of an entity, including the appointment of its officers. 

16. Budget - Financial plan that serves as an estimate of future cost, revenues or both.

17. Cash - ASSET account on a balance sheet representing paper currency and coins, negotiable money orders and checks, bank balances, and certain short-term government securities.

18. Cash Basis - Method of bookkeeping by which Revenues and Expenditures are recorded when they are received and paid.

19. Consistency - Accounting postulate which stipulates that, except as otherwise noted in the Financial Statement, the same accounting policies and procedures have been followed from period to period by an organization in the preparation and presentation of its financial statements.

20. Disclaimer of Opinion - Statement by an Auditor indicating inability to express an opinion on the fairness of the Financial Statements provided and the reason for the inability. The auditor is required to disclaim depending on the limitation in scope.

21. Error - Act that departs from what should be done; imprudent deviation, unintentional mistake or omission.

22. Historical Cost - Original cost of an asset to an entity.

23. Income - Inflow of Revenue during a period of time.

24. Income Summary - A temporary account used during the closing process that holds a summary of all Revenues and Expenses before the Net Income or loss is transferred to the capital account.

25. Interim Financial Statements - Financial Statements that report the operations of an entity for less than one year.

26. Journal - Any book containing original entries of daily financial transactions.

27. Journal Entry - A notation in the General Journal. It records a single transaction.
28. Ledger - Any book of accounts containing the summaries of debit and credit entries.

29. Management - Combined fields of policy and administration and the people who provide the decisions and supervision necessary to implement the owner’s business objectives and achieve stability and growth.
30. Matching Principle - This is a fundamental concept of basic accounting. In any one given accounting period, you should try to match the revenue you are reporting with the expenses it took to generate that revenue in the same time period, or over the periods in which you shall be receiving benefits from that expenditure. A simple example is depreciation expense. If you buy a building that shall last for many years, you don't write off the cost of that building all at once. Instead, you take depreciation deductions over the building's estimated useful life. Thus, you've "matched" the expense, or cost, of the building with the benefits it produces, over the course of the years it shall be in service. 

31. Period – This is an interval of time with a specified length or characterized by certain conditions.

32. Petty Cash –This is a small amount of Cash that an organization keeps on hand to pay for minor expenses in an office.

33. Projection – These are prospective Financial Statements that include one or more hypothetical assumptions.

34. Quarter – These are three-month intervals of the year.

35. Quarterly Reports – this is another term for Interim Financial Statements usually prepared every quarter.

36. Reconciliation – This is a comparison of two numbers to demonstrate the basis for the difference between them.

37. Revenue Recognition- This is the method of determining whether or not income has met the conditions of being earned and realized or is realizable.

38. Revenues – These are incomes from sale of products, tenders and services; and earnings from interest, dividend, rents etc.

39. Review - Accounting service that provides some assurance as to the reliability of financial information. In a review, the Accountant does not conduct an examination under Generally Accepted Auditing Standards (GAAS).

40. Treasury – this is a place where public funds are controlled.

41. Unaudited Financial Statements – these are Financial Statements which have not undergone a detailed Audit examination by an independent Accountant.

42. Unqualified Opinion – this is an Audit opinion not qualified for any material scope restrictions or departures from Generally Accepted Accounting Principles (GAAP). The Auditor may issue an unqualified opinion only when there are no identified material weaknesses and when there have been no restrictions on the scope of the auditor's work. This is also known as Clean Opinion.

43. Property, plant and equipment – Tangible items that are held for use in the production or supply of goods or services, for rental to others, or for administrative purposes; and are expected to be used during more than one accounting period.

44. Recognition – The cost of an item of property, plant & equipment shall be recognized as an asset if, and only if it is probable that future economic benefits associated with the item shall flow to the entity; and the cost of the item can be measured reliably.

45. Cost - The amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the time of its acquisition or construction.

46. Carrying amount – the amount at which an asset is recognized after deducting any accumulated depreciation and accumulated impairment losses.

47. Depreciation – The systematic allocation of the depreciable amount of an asset over its useful life

48. Depreciable Amount – The cost of an asset, or other amount substituted for cost, less its residual value

49. Residual Value – The amount that the Organization would currently obtain from disposal of the asset, after deducting the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its useful life.

50. Useful Life – The period over which an asset is expected to be available for use by the Organization; or the number of production or similar units expected to be obtained from the asset.

51. Asset Class – The categories of assets used by the Organization for the purposes of Asset Management and Accounting.

52. Materiality – Information is material if its omission, misstatement or non-disclosure has the potential, individually or collectively, to:

(a) Influence the economic decisions of users taken on the basis of the financial report; or

(b) Affect the discharge of accountability by the management of the entity.
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CHAPTER 1: INTRODUCTION 
1.0 Background Information
The National Biosafety Authority (NBA) is a State Corporation in Kenya mandated to ensure safety of human and animal health and provide adequate protection of the environment from harmful effects that may result from genetically modified organisms (GMOs). The Authority was established pursuant to the provisions of the Biosafety Act, 2009 to regulate all activities involving GMOs in food, feed, research, industry, trade and environmental release. NBA fulfills its mandate by ensuring and assuring safe development, transfer, handling and use of GMOs in Kenya. NBA has made great strides in establishing strong biosafety framework in Kenya by developing, publishing and implementing Biosafety Regulations. These regulations laid down a clear procedure on handling GMOs whether plants, animals or microorganisms. NBA is the National Focal Point for the Cartagena Protocol on Biosafety to the Convention on Biological Diversity (CBD).
2.0 Mandate
The Mandate for which NBA is established is to exercise general supervision and control over the transfer, handling and use of (GMOs) with a view to ensuring: -
a)  Safety of human and animal health;
  
 b) Provision of an adequate level of protection of the environment.
3.0 Vision

A World Class Biosafety Agency
4.0 Mission Statement

To ensure and assure safe development, transfer, handling and use of genetically modified organisms (GMOs) in Kenya.

5.0 Core Values
In pursuit of the vision and mission, NBA shall be guided by the following fundamental core values;

· Integrity

· Professionalism

· Transparency

· Accountability

6.0 Objective of the NBA
a. To facilitate responsible research and minimize risks that may be posed by  (GMOs);

b. To ensure adequate level of protection in the development, transfer, handling and use of (GMOs) that may have an adverse effect on the health of the people, animals and the environment;

c. To establish a transparent, science based and predictable process for reviewing and making decisions on the development, transfer, handling and use of  and related activities.
7.0 Purpose of Financial Manual
The purpose of this Manual is to provide comprehensive documentation of the NBA’s accounting and reporting policies and procedures. The Manual will provide step by step instructions on various financial management procedures for proper control of resources owned by NBA. The Finance and Accounts department is the primary custodian of the Manual and plays a key role of ensuring that NBA operates within the objectives of this Manual.

Once the Manual is implemented, it shall be updated at least once every year and reviewed every three years from the date of approval.
8.0 Objective of the Financial Manual
This manual is intended to meet the following objectives;

a) To explain the accounting bases, assumptions and policies adopted by NBA;
b) To explain the accounting procedures operated by NBA;
c) Ensure effective internal control and security and efficient utilization of resources;
d) Comply with all statutory requirements to ensure consistency through compliance with the approved rules and regulations in various management areas;
e) To provide accurate, complete, reliable and timely financial information to management to facilitate informed and timely decision making;
f) Ensure preparation and effective implementation of budgets that support NBA’s mandate and strategic plan;
g) Comply with statutory requirements;
h) Maintenance of adequate and reliable project accounting records that meet GoK and other donors’ requirements;
i) To provide a reference or guide for induction and training of NBA staff with regards to financial rules and procedures.
j) Provide reports to management, donors and other stakeholders in accordance with agreed content, format and reporting period; and
k) Timely preparation and submission of quarterly, annual and development partners reports.
9.0 Scope of the Manual
The Manual is a working guide for staff of NBA. It sets out the working procedures for implementation of financial rules and regulations of NBA. The manual will provide comprehensive guidance in relation to financial management and accounting policies, procedures, transactions and reporting.
10.0 Laws and Regulations

The application of this Manual shall in all respect comply with the provisions of the Constitution, the Biosafety Act, 2009, the Public Finance Management Act, 2012, the State Corporations Act (CAP 446) and the Public Audit Act 2015, International Public Sector Accounting Standards (IPSAS), Circulars issued by Government from time to time and any other relevant law.
11.0 NBA Funds

The funds of NBA shall consist of;
a) Monies allocated by Parliament;
b) Fees charged for services rendered by NBA;
c) Monies granted, donated from any other sources with the approval by the Cabinet Secretary responsible for finance;
d) Monies lawfully earned from income generating activities; and
e) Any other lawful source.
12.0 Roles and Responsibilities 

12.1 The NBA Board of Directors
The Board has the overall responsibility of managing the resources of NBA. The Chairman of the Finance Committee is authorized to act on the Board’s behalf on financial matters when action is required in advance of a meeting of the Board of Directors.
12.2 The Chief Executive Officer (CEO)

The CEO is by law the accounting Officer of the NBA. 
The duties and responsibilities of the accounting officer include:
a) Ensuring that all amounts due to the organization are collected promptly, officially, receipted and properly accounted for;
b) Managing and controlling NBA’s resources and ensuring that policies set by the Board are implemented;
c) Ensuring that reasonable precautions are taken to safeguard the receipt, custody, issue and use or disposal of NBA’s assets;
d) Ensuring that all the expenditure incurred by the organization is within the approved estimates and is also approved by the Board of Directors;
e) Signing the financial statements and thereby taking responsibility for their accuracy;
f) Ensuring that the NBA funds are applied only for the purposes approved by the Board and in conformity with the laid down rules and regulations; and
g) Preparing accurate and realistic estimates of recurrent and development expenditure which shall be within the prescribed ceilings.

In order to effectively discharge these roles and responsibilities, the CEO is assisted by the Director responsible for Corporate Services and the staff in the Finance and Accounts department. These officials carry out day to day financial responsibilities as delegated by the CEO.
12.3  Director responsible for Corporate Services
The Director responsible for Corporate Services shall be charged with the responsibility for;
a) Overseeing sound financial management of funds through application of appropriate financial systems and funds management strategies;
b) Overseeing all functions of the Finance and Accounts Department including implementation of financial management systems, investments and control;
c) Overseeing utilization of resources and other assets;
d) Overseeing the budgeting process; and
e) Advising the Board and management on policy and operational matters pertaining to the Finance and Accounts department.
12.4  Head of Finance and Accounts
The Head of Finance shall be charged with the responsibility for; 
a) Maintaining books of accounts and records relating to all income, expenditure and investments;
b) Implementing sound financial management of funds through application of appropriate financial systems and funds management strategies;
c) Implementing effective financial control systems;
d) Preparing annual accounts and other financial reports in conformity with relevant professional standards and other national statutory requirements;
e) Implementing sound financial systems in design and operation and in compliance with International Public Sector Accounting Standard (IPSAS) and other professional and regulatory guidelines.
f) Ensuring prudent utilization of financial resources.
CHAPTER 2

2.0 Significant Accounting Policies
a) Basis of Preparation. The financial statements will be prepared in accordance with International Public Sector Accounting Standards (IPSAS);
b) Expenditure Recognition. Expenditure will be recognized on an accrual basis;
c) Cash and Cash Equivalents. Cash and cash equivalents comprise cash in hand and at bank net of bank overdrafts including short-term investments not exceeding 3 months to maturity such as fixed deposits and Treasury Bills;
d) Property plant and equipment. Items of property and equipment will be stated at historical cost less accumulated depreciation and impairment. Assets donated to the Authority will be included in the accounts at the value attributed to the asset by the donor and, where the value is not readily provided, at a reasonable valuation;
e) Depreciation. Depreciation will be charged on a straight-line basis over the estimated useful lives of the assets. NBA does not charge depreciation in the year of acquisition;
f) Impairment of Assets. The carrying amounts of the assets will be reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount will be estimated and an impairment loss recognized in the income statement;
g) Debtors and other receivables. Debtors and other accounts receivables will be stated at nominal value, less provisions for any amounts considered doubtful or irrecoverable;
h) Prepaid Operating Lease Rentals. These will be charged to the income & expenditure account on a straight-line basis over the period of the lease;
i) Creditors and other payables. Creditors and other payables will be stated at their nominal values;
j) Provisions for Contingent Liabilities. Provisions for contingent liabilities will be recognized when the NBA has a present legal or constructive obligation as a result of past events and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the obligation can be made;
k) Preparation Convention. The financial statements will be prepared under the historical cost convention. However, if circumstances arise, additional reporting requiring cash-basis reporting will also be done;
l) Revenue Recognition. Income from GoK or Development Partners will be recognized when funds are received. Income from internally generated funds will be recognized upon delivery of service and invoicing or billing; 
m) Consistency. Consistent accounting methods will be used. Any changes made will be reported and the effect on reported results disclosed in accordance with the Generally Accepted Accounting Principles (GAAP); 
n) Translation of Foreign Currencies. All assets and outstanding liabilities in foreign currencies at the balance sheet date will be converted into Kenya Shillings at the CBK exchange rate ruling at the balance sheet date. Transactions in foreign currencies during the year will be converted at the rates ruling at the date of the transaction. The resulting exchange differences will be recognized in the income and expenditure account; and 
o) Reporting in Foreign Currencies. Financial Statements may be translated into a foreign currency for the purpose of meeting specific requirements of Development Partners.
2.1 SYSTEM ACCESS AND PROCESSING OF TRANSACTIONS

2.2  Introduction 
This section covers the entry of data into the accounting system. The various procedures that are carried out before and after the input stage are documented in the respective sections. 
2.3 Input control
All transactions will be entered through the defined input forms. Financial transactions will originate from the various NBA Units (Directorates/Departments/Sections) and will be approved by the unit Heads/ Accounting Officer before they are forwarded to the Finance and Accounts Department for processing. The documents used to input financial data into the accounting system and the related transactions are shown below;
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Payments-General
Payments-Imprest

Accounting for Imprest
Votebook/budget control analysis
Claiming travel expenses

Petty Cash Payments

Payment voucher

Imprest Application Warrant
Surrender Form
Requisition Form

Claim Form

Petty Cash Request Form




[image: image3.png]Corrections, Bank Charges
Accrued Expenses
Inventory receipt

Inventory issue

Fixed Assets Additions
Fixed Assets Depreciation
Fixed Assets Disposal
Payroll Expenditure
Budget Income

Receipt of Funds

Update the Procedures Manual

Journal Voucher

Supplier invoice

Goods receipt note/AP invoice
Goods issue (S13)

Fixed Assets Journal Entry
Fixed Assets Journal Entry
Fixed Assets Journal Entry
Payroll Journal Entry
Journal Voucher
Official Receipt
Procedures Change Request Form




2.4 Data entry procedures

In the system, data may be entered in real time entries or journals. Every transaction must consist of a debit and a credit entry, which must balance. The input procedures are dependent on the specific transactional process/ procedure. 

2.5 Disaster recovery management (data security and retrieval)

Disaster recovery management will be provided in detail in a separate manual under the department in charge of ICT matters. This section only provides back up procedure for FMS in the ERP system and restoration of the system after failure.

2.6 Backups 

The ICT Department will maintain real time backups for the FMS system in ERP. This will be done both externally and internally. External backup will be done as per the backup guidelines in a site that is safe and secure outside NBA’s head office site.

 2.7 Security 

For data protection, each system user member will be assigned a username and password and authorization levels in relation to their job description. Physical security – The strong technical controls can mean nothing if the system itself is not physically secure from unauthorized access. Finally, in conjunction with ICT make sure the antivirus is properly installed and run often for virus protection. 

2.8 Restoration 

Users may request that information be restored from back-up, provided the original location of the file(s) is known. Such requests will be submitted to the ICT Department to attempt to restore any data. 

2.9 Posting Period closing

Each transaction posted must be assigned to a posting period. Posting periods are defined as financial year which is further sub divided into twelve months. The financial year posting period will be closed once the relevant audit certificate is received from external auditors. Each financial year starts on the 1st of July and ends as at 30th June the following year.
CHAPTER 3: BUDGETING PROCEDURES  
3.0 Introduction 
The NBA will prepare its annual budget in accordance with the requirements of Government of Kenya and development partners. The Government of Kenya budget is prepared in the three-year rolling Medium Term Expenditure Framework (MTEF). The MTEF provides a link between budgetary 

allocations and specific measures/activities geared towards fulfilling the overall objective or theme of 

the budget.

The Medium term priorities of the NBA and corresponding resource requirements are provided in the NBA’s 5 year strategic plans.
3.1 Functions of the Budget 
The Annual Budget shall be the instrument through which the NBA will:

 a) Determine the resources required to implement the Strategic Plan and Annual Work Plans.

 b) Obtain the Board of Directors, Ministerial, National Treasury and Parliamentary approval of the proposed programmes and resources required to implement the NBA’s mandate. 

c) Provide a basis and a framework for programme prioritization, financial management, accounting, control and reporting.

3.2 Budget Annual Estimate

NBA operational costs are financed through grants from the Government of Kenya. The annual estimates will be prepared in accordance with Treasury Circulars issued from time to time indicating the budget timing and are normally captured as:

 • Recurrent expenditure

 • Development expenditure 

The NBA will submit the budget to the Investment Division of the Treasury latest 31 January each year for consideration and approval by the Treasury before the preparation of the annual budget. The annual estimates must also be submitted to the Parent Ministry by the same date in accordance with section 11 of the State Corporations Act (CAP 446). 

All the funds received within the NBA will be utilized within the year and no carryover of funds to the next financial year will be allowed unless with clear explanation and approval from the Board. 

In the event the budget is not fully absorbed, no expenditure shall be incurred in respect of the money carried over except in accordance with the annual estimates approved by the Board (section 47 (3) & (4) of Biosafety Act.) 

In accordance with Section 46 (e) donor funds form part of the funds and assets of NBA as such the funds shall only be spend in accordance with annual estimates approved by the Board.
3.3 Recurrent Expenditure estimates

These are expenditure items that are recurrent in nature. Recurrent budget will be prepared and presented to the Board for approval before onward submission to the parent Ministry. The submissions are scrutinized in line with the recurrent ceilings of the Ministry and the resource envelope to the relevant sector. Monitoring of the annual budget is done by preparations of revised /supplementary budgets. This process rationalizes the available resources to different activities and also acts as check system to over or under expenditure in the budgeting process. 
3.4 Development Expenditure estimates
These consists of both GOK development component and donor funds. The development funds will be used to finance the objectives, projects or activities set out in the NBA’s Strategic plan. These estimates will be prepared by the user departments in liaison with the development partners and an agreed annual workplan will be developed. For purposes of accounting and transparency, all development estimates will be recorded as revenue except where agreed otherwise with the development partner.
3.5 Revenue
The NBA receives its revenue from Government grants based on amounts negotiated with the Government and incorporated in its Medium-Term Expenditure Framework (MTEF) three year rolling budget. Other grants received will be based on negotiations agreed with development partners and other supporters of the NBA.
Income from fees will be based on charges for applications of GMO services, applications for GMO free certificates, conference fees and other proceeds from disposal of idle and obsolete items.
3.6 Expenses
Expenses are based on expected actual costs and must be well supported as illustrated below:

· Personnel Emoluments will be based on the total number of staff at the beginning of the financial year plus any new staff included in the staff budget less expected number of staff to retire and other related costs which include pensions, medical insurance, leave entitlements, commuter allowances etc taking into consideration projected annual salary increase. Staff welfare expenses are based on the expected costs of any staff events during the financial year.

· Communication supplies and services for the provision of telephone airtime, internet connections, accessories for computers, cleaning materials and stationery.

· Board expenses will be based on the number of meetings and activities projected in a financial year.
· Insurance Expenses will be based on assets to be insured and staff insurance costs

· Training will be based on programmed courses for a financial year.

· Repairs and maintenance will be based on existing or anticipated maintenance contracts within a year and other regular maintenance of assets not under maintenance costs.

· Capital Expenditure will include purchase of Plant Property and Equipment and civil works etc

3.7 Budgetary Control

Budgetary control process provides a mechanism through which revenue; expenditure, resource mobilization and utilization will be planned, implemented, monitored and controlled.

· The NBA’s expenditure and revenues shall not exceed the budget estimates approved by Parliament for a particular financial year.
· Head of Finance shall maintain a record for all the outstanding commitments.
· Procurement processes shall not commence without confirmation of availability of funds.
· The approved budget shall be made available to all Departments for information.
· Budgetary control reports shall inform the preparation of various management reports for decision making.
3.8 Revision and Reallocation of Annual estimates/votes
· Additional expenditure over and above the budgeted expenditure will only be incurred with approval of National Treasury.
·  Additional expenditure shall be addressed by requesting for supplementary funds to National Treasury before revision of the budget. A revised budget estimate refers to supplementary budget estimates and the approved budget reallocations.
·  The NBA shall seek a supplementary budget where: 
i. Unforeseen and unavoidable circumstances arise and no budget provision had been made. 

ii.  An unavoidable circumstance where there is an existing budgetary provision which is however inadequate.

· The CEO shall oversee the revision of the annual budget estimates within the guidelines of the supplementary budget circulars. 
· The revision of the budget will be informed by the latest forecast of expenditure to be incurred up-to the end of the financial year. 
· Savings from one item can be reallocated to another item provided that conditions set out in Section 43 (1) of the PFM Act are met. 
· Approved expenditure shall be charged against the budgeted item that matches the description to which it relates.
·  If there is no matching description, then an appropriate description will be created within the existing budget items provided that the total expenditure on this item does not materially affect the overall budget.
3.9 Budgeting Preparation Procedures

The table below provides detailed instructions for accomplishing the procedures identified.
	STEP
	PROCEDURES
	RESPONSIBILTY

	1.
	Receive budget guidelines from National Treasury through Circulars and from Donors (Signed Grants agreements/contracts)
	The National Treasury

	2.
	Request staff of the various Divisions and departments to submit their requirements/estimates 
	Heads of Department

	3.
	Review the detailed requests from various departments and consolidate into a single budget for the department
	Heads of Department

	4.
	Request HODs to submit their budgets for review and consolidate the budget 
	Head of Finance and Accounts

	5.
	Present consolidated budget to the Budget Implementation Committee (BIC) for discussion. Revisions may be done on the budgets as agreed upon between the Budget Implementation Committee and specific head of department
	Director Corporate Services

	6
	Present consolidated budget to the TMT for discussion. Revisions may be done on the budgets.
	Top

Management Team

	7.
	Forward the consolidated budget to the CEO for approval.
	Director Corporate Services/ CEO

	8.
	Forward the consolidated budget to the Board for final approval.
	BoD

	9.
	Submit the approved budget to the Ministry
	CEO

	10.
	Realignment of operational budgets as per the printed estimates. Board approval is sought. 
	Director Corporate Services/CEO

	11.
	Guidelines for the next financial year are received
	CEO


3.9.1 Approved Budget

After allocation of funds by the National Assembly, and publication of budget estimates, NBA will conduct budget rationalization, and revise the annual procurement plan and work-plan. 

The proposed rationalized budget will be presented to the Board for approval. Where there is an addition or reduction of funds in the Government supplementary budgets in a Financial Year, NBA shall prepare a revised budget to account for additional or reduction of funds and also re-align the work plan and procurement plan to the new budgetary figures. The revised budget will then be presented to the Board for approval.

The Finance and Accounts Department will initiate the budgeting process as outlined in the table below:

	NO.
	DESCRIPTION OF PROCESS
	COMPLETION TARGET
	PROCESS OWNER(S)

	1
	Preparation and Distribution of Budget templates.
	1st  August
	Head of Finance and Accounts

	2
	Submission of completed Departmental budget estimates.
	20th  August
	Departmental Heads

	3
	Departmental Budget summaries consolidation
	10th  September
	Head of Finance and Accounts

	4
	Budget estimates review
	12th September
	TMT 

	5
	Concurrence of the budget estimates
	15th September
	BoD

	6
	Submission of the sub-sector report to parent ministry
	20th  September
	DCS

	7
	Bid for resources at sector working groups (SWG)
	1st  October
	DCS

	8
	Budget discussions with process owners (CEO, Directors & HoDs)
	20th  October
	CEO

	9
	Finance Committee Approval
	15th  November
	CEO

	10
	Board Approval
	20th  January
	Chair – F&A  Board Committee

	11
	Submission to parent ministry & National Treasury
	31st January
	CEO


3.9.2 Budget Implementation Committee

Guidelines on constitution of the BIC Committee
CHAPTER 4: CASH MANAGEMENT PROCEDURES   

4.0 Introduction 

The purpose of the cash management system is to ensure that:

a) Any cash received is promptly and accurately accounted for and banked intact
b) All payments are properly verified and approved before payment is made 
c) All vouchers and supporting documentation are properly stamped “paid” immediately after payment is done 
d)  There is adequate segregation of duties and responsibilities
e) All cash transactions are properly captured by the General Ledger system 
f) Bank and cash reconciliations are done on a timely basis.
4.1 Government Grants 
Funding from the GoK revenue system will be requisitioned in accordance with the GoK regulations. These funds will be recognized on receipt basis. The NBA will record the funding received under specific account codes and budget lines as outlined in the chart of accounts and annual estimates submitted to the parent ministry and the National Treasury.
4.2 Funds from Development Partners
Requisition for funds will be made in accordance with the Development partners’ financing agreement and agreed disbursement procedures. Goods and services received by the NBA will be accounted for as income on a receipt basis. The NBA will record the funding received from each Development Partner under specific separate general ledger account codes for each grant. The funds from development partners will be separately accounted for.
4.3  Internally Generated Income 

Income generated from the NBA’s internal controlled operations will be recognised in accordance with the relevant contract agreements and upon invoicing. 

Incomes may be received in the following ways: 

a) Direct transfers into the NBA accounts  
b) Direct deposits of cheques and cash into NBA account.

In the case of direct bank transfers, the NBA will receive a deposit advice from the bank to confirm receipt of the funds. The bank advice and evidence of payment from the depositor will be used to raise a receipt. The receipt will be posted in the Accounting System.

For all purchase/service orders there shall be authorized signatories. The Finance and Accounts Department will prepare payments upon the receipt of approved purchase orders, invoices and other supporting documents. 

All payments must be supported by a payment voucher. Payment cheques will be recorded in a register that will show the name of the payee, the amount, the cheque number and the date of collection.
4.4 Authorization of payment for goods, works and services 

Official purchase orders shall be issued for all goods, works and services required in accordance with the Public Procurement and Assets Disposal Act 2015 and other applicable guidelines.

Local Purchase/ Service Orders shall be in a form approved by the Accounting Officer and confirmed by Head of Finance in liaison with the Head of Procurement. 

The Head of Procurement shall control the custody and issue of these orders. These orders and copies thereof shall contain such information as the Head of Procurement in consultation with the Head of Finance and Accounts Department; require from time to time ensuring that there is an adequate record of the NBA’s liability.

The Payments signatories are as follows: 

• CEO 

• Director Corporate Services and/or any other Director as appointed by the Board 

• Head of Finance and Accounts

 All payments shall be in line with the mandates given from time to time.
4.5 Bank and Banking Arrangements 

NBA shall open and operate bank accounts as guided by the law, regulations and circulars issued from time to time whenever a need for opening of bank accounts arises. Cheques/EFT/RTGS must be authorized as per the given mandates.

Bank reconciliations will be prepared not later than 15 working days after the previous end of month by the designated officer in the Finance Department. The Head of Finance and Accounts will ensure the reconciliation of all bank account balances to the cashbooks is done. Each bank reconciliation shall be prepared by a designated officer and signed off by the Head of Finance and Accounts.

4.6 Data Flow Diagrams 

This section provides the detailed instructions for accomplishing each of the procedures identified.

CASH MANAGEMENT PROCEDURES 

Procedure Name: Receipt and Recording of Funds

Overall Responsibility: Head of Finance and Accounts

	Step
	Procedure
	Responsibility

	1
	Receive bank deposit advice and raise an official receipt. Give the original to the paying party to acknowledge receipt of funds. File a copy in the bank file for posting purposes.
	Finance Officer/Accountant

	2
	The file copy of the receipt is used to post in the cashbook
	Finance Officer/Accountant

	3
	Update the Cashbook
	Finance Officer/Accountant

	4
	File Official receipts and pay in slips, and vouchers in serial number order
	Finance Officer/Accountant


CASH MANAGEMENT PROCEDURES 

Procedure Name: Making Payments 

Overall Responsibility : Head of Finance and Accounts

	Step
	Procedure
	Responsibility

	1
	Receive invoice and supporting GRN and other documents. Review invoice against supporting documents and check calculations. Ensure Inspection and acceptance certificate for receipts of goods and user verification by end user or administration for services. 
	Head of Finance and Accounts

	2
	Prepare Payment Vouchers (PV). Forward PV together with supporting document to the Head of Finance. If not in order return to Procurement or Administration as appropriate. 
	Finance Officer/Accountant

	3
	Examine PV against supporting documents to ensure there is sufficient evidence of receipt of goods or services according to specific LPO or contract. Also review correctness of amounts on the documents and ensure PV complies with the NBA payment policies. Forward to Head of Finance for further approval


	Finance Officer/Head of Finance and Accounts

	4
	Sign the PV to authorize payment and forward it together with supporting documents to the A.I.E Holder
	DCS

	5
	Prepare cheque / key in payment instruction to online banking system and submit it to the signatories. 
	Accountant

	8
	Sign cheques/authorize online and forward for recording and dispatch
	Signatories

	9.
	Stamp the PV, invoices and supporting documents “PAID”
	Accountant

	10
	Post the PV into accounting system.
	Accountant

	11
	File PVs inclusive of the supporting documents in the PV number order
	Accountant


CASH MANAGEMENT PROCEDURES 

Procedure Name: Bank Reconciliation Procedures 

Overall Responsibility: Head of Finance and Accounts
	Step
	Procedure
	Responsibility

	1
	Receive/ Download monthly bank statements from the banks
	Finance Officer/Accountant

	2
	Agree the bank balance to the cashbook balance
	Finance Officer/Accountant

	3
	Identity the reconciling items
	Finance Officer

	4
	Prepare adjusting journals for the identified reconciling items
	Finance Officer

	5
	Process the journals in the accounts to adjust the cashbook
	Finance Officer

	6
	Check the correctness of the reconciliation
	Head of Finance and Accounts

	7
	Review and sign off. 
	Head of Finance and Accounts

	8
	File copy of the reconciliation.
	Finance Officer/Accountant


CHAPTER 5: FUNDS MANAGEMENT PROCEDURES  

5.0 Purpose 

The purpose of the cash management system is to ensure that, all the funds received in NBA is promptly receipted, accurately accounted for and banked intact, all the payments are properly verified and approved before payment is made and that all the payment vouchers and supporting documentation are properly stamped “paid” immediately after payment is done.
5.1 Responsibility 

The Head of Finance and Accounts shall be responsible to ensure that expenditure is accurate, adequately approved and for the benefit of the NBA by ensuring compliance with the relevant Laws and regulations issued from time to time. By ensuring that;

· All payments shall adhere to the Public Finance Management (PFM) act 2012 and public procurement and Asset Disposal Act 2015.

· Expenditure incurred is adequately approved and authorised by the relevant officers.

· Expenditure is promptly and properly accounted for and recorded;

· Expenditure incurred is within the approved budget;

· Recorded expenditure is accurate and relates to the activities of the NBA;

· All expenditures are supported by authenticated original documents.

· All expenses incurred are accrued for at the end of each period;

· There is value for money while procuring goods and services;

· Expenditure related to salaries and wages is paid to the right beneficiaries at the right amounts;

· Statutory deductions are duly made and submitted to relevant institutions within the stipulated timelines and.

· Promptly prepare and submit financial returns and statements as required by Law.

5.2 Expenditures

Expenditures and payments are grouped into:

a. Personnel Emoluments – Basic pay and other allowances as part of salary.

b. Administrative Costs – such as communication supplies, printing, advertising information services, motor vehicle insurance, office and general supplies, fuel, oil and lubricants, rent, other operating expenses, training, hospitality, routine maintenance of motor vehicles and other assets, bank charges, depreciation charges and provision for audit fees and other statutory charges.

c. Traveling & accommodation costs such as domestic & foreign traveling & subsistence.

d. Board expenses such as domestic and foreign traveling, training, sitting allowances and lunches, mileage, honoraria and accommodation.
5.3 General Payments Procedures
a. All payments shall be made on official NBA payment Vouchers. The Payment Vouchers shall be serialized, dated and shall properly describe the payments being made;

b. On receipt of the invoice, request or claim and the supporting documents from the Supply Chain and the records department, the Head of Finance and Accounts verifies the documents. All payments shall be properly supported with receipts, invoices, goods received notes, contracts and other relevant supporting documentation;

c. The payment voucher shall be prepared in Finance Department and be signed by the person preparing it before subsequent approval by the Head of Finance. Examination of the payment vouchers implies that the requirements mentioned above have been met. The expenditure shall be charged to the proper vote/account;

d. The payment voucher is then taken to the Director responsible for finance for approval and once approved, the same is taken to the Chief Executive Officer for authorization;

e. Once authorized, the accountant prepares a cheque and records in a Cheque Movement Register which is then examined by the Head of Finance. Payments may be effected by way of cheques, RTGS, EFT, Cash or any other method, depending on the circumstances and the applicable rules and regulations stipulated by NBA;

f. The cheque is then examined by the Head of Finance or another accountant before its forwarded to the signatories for signature. The signing of the cheque is by the NBA’s stipulated signatory approvals by the Board.
g. Once the cheque is signed by two signatories, the signed cheque is then returned to the accountant for dispatch/collection or safe custody. The suppliers are notified that their cheques are ready for collection through an email and a telephone call. For cash payments payees’ are notified to collect the cash after withdrawal.

h. Suppliers collecting the cheques should produce their original national identification card/passport. The ID /passport numbers shall be noted down in the cheque dispatch and signed for by the payee.

5.4  Types of Payments and specific Procedures

5.5 Salaries and Wages payments

The Finance and Accounts Department shall receive details of new staff from the Human Resources and Administration Department and in all other cases, changes affecting the payroll.

The department will be responsible for:

· Ensuring that the payroll received from the Head of HR &Admin is properly approved and contains the following employee details

· Full names of the employee;

· Payroll number (provided by the system /HR Dept);

· Position;

· Department/Division/Section/Work station;

· Bank Name and Branch;

· Bank Account Number;

· Statutory registration numbers (KRA PIN, NSSF, NHIF, ID);

· Other deductions (Cooperatives, HELB etc);

· Emoluments details i.e. Basic pay, allowances;

· The date of birth and

· The payment month

· Ensuring timely payment of salaries and wages to the employees within the set statutory time lines;

· Ensuring statutory and other deductions are effected and remitted to relevant authorities within the set time lines; 

· Ensuring that the payroll expense is correctly posted to the expenditure account and

Ensuring that the salary bank transfer instructions are uploaded to the NBA’s bank account platform by 25th of every month .This is to ensure that salaries are credited to employee bank accounts by the  end of the month.

5.6 Procedure

1. The Finance department shall receive the monthly approved schedule where an accountant shall prepare a payment voucher.

2. The payment voucher shall be examined by the Head of Finance  and approved by the DCS before its forwarded to the CEO for authorization. If not authorized, the reasons are addressed by the relevant department within the payment process. 

3. Once the voucher is authorized, the accountant will prepare the banking schedule for the EFT payment which is printed for examination and verification of the employees bank details. This should be done before forwarding  to the signatories for approval  of the payments in the bank online platform. 

4. The accountant shall prepare cheques for statutory deductions which shall be submitted to the relevant authorities/bodies before the set deadlines.

5.7 Payments for Goods, works and Services

The Finance and Accounts department shall rely on the following documents where applicable to make payments;

· LPO/LSO

· Contract where applicable

· Invoice

· Delivery note

· Inspection form

· Reports where applicable

· Relevant bid documents

5.8 Procedure

· The certified documents shall be forwarded to Finance Office for processing of payment.

· All Payment vouchers should be well supported with the relevant documentation.

· A payment voucher shall indicate the following details; payee name and address, payment description, invoice number, amounts in figures and words, where applicable LPO/LSO number

· Payment vouchers shall be recorded in a payment movement register

· All payments shall be duly authorized by the AIE holder before payments are processed.

· The modes of payments shall include Cheques, EFT, RTGS 

· Payments shall be duly be posted in to the cashbook

· Paid vouchers shall be filed and stored appropriately

· Cash payments shall be restricted to incidental costs,urgent/emergency cases and low value procurement items.

5.9 Board Expenses

Board expenses shall be as per approved budget.
· Board allowances shall be paid as per the guidelines and approvals issued, from time to         time, by the Government.

· The Board meeting allowances shall be paid after every Board meeting.

· The attendance register shall be the basis of paying the meeting allowances.

· Allowances paid to Board members shall be subject to applicable withholding tax payable to  

the Kenya Revenue Authority

· Virtual attendees of Board meetings shall be facilitated with meeting attendance expenses. 

· Transport costs shall be reimbursed and shall be paid together with the meeting allowances. 

· Mileage claims shall be supported by a copy of the logbook and transport form detailing the  distance  in accordance with the current AA approved rates.
Procedure

· Once the approved payment request is received in the Finance and accounts department,the payment shall follow NBA’s standard procedure for payment.

5.9.1 Dishonoured Cheques

A cheque is dishonoured when it is duly presented for payment and payment is refused or cannot be obtained; or when presented  is excused and the payment is overdue and unpaid.

Procedure

· A register for dishonoured cheques shall be maintained.

· When a cheque is dishonoured, the cash book shall be debited immediately and other necessary entries effected.

· Dishonoured cheques shall be referred to the Head of Finance and Accounts for further action and direction.

· The Head of Finance and Accounts shall establish  the  circumstance  that caused the cheque to be returned and if satisfied seek authority from DCS for replacement of the cheque to supplier.

· The payee(s) of dishonoured cheque(s) shall be informed for replacement. 

CHAPTER 6:CASH AND BANK OPERATIONS    
6.0 Introduction 

The Finance and Accounts department shall ensure cash and bank operations, the opening, operational maintenance and closure of bank accounts of NBA is done appropriately. The department shall also ensure that cash assets are safeguarded from loss, misuse and misappropriation.

6.1 Responsibility
The Head of Finance and Accounts shall ensure that: 

· Before a bank account is opened is authorized by the Board;

· All bank accounts are opened in accordance with the provisions of the law;  

· Bank accounts are maintained in financial institutions of sound financial management; 

· Cheque books are kept safely; under lock and key; 

· Bank and cash reconciliations are carried out on a monthly basis and any discrepancies investigated promptly; and

· Proper and prompt records in relation to cash and bank balances are well maintained,

6.2 Bank Account Operations
6.2.1 Opening new bank accounts
Bank accounts shall be opened in the name of the National Biosafety Authority and shall be guided by the relevant laws and regulations. The Board of directors shall approve the requests to open new bank accounts. Upon approval, the CEO shall seek authority from the National Treasury to open the bank account(s).
6.2.3 Procedure for operating bank accounts

· Every Bank account will be operated using a single cheque book at a time.

· The cheque books will be used for payments in accordance with Government guidelines. 

· All bank accounts shall be reconciled with the cashbook at least on a monthly basis by the accountant and reviewed by the Head of Finance and Accounts. Any discrepancies shall be investigated immediately. 

· Bank statements shall be reviewed to ascertain the authenticity of the entries therein. 

· Any outstanding issues on the bank statement shall be addressed to the bank in writing.

· All dishonored cheques shall be reported to the Head of Finance and Accounts and immediate action taken to ensure that the drawer has rectified the irregularities.

· Appropriate reversing entries shall be posted in the cashbook. 

· All stale and cancelled cheques shall be brought to the attention of the Head of Finance and Accounts and shall be reversed in the cashbook and a stop order issued to the bank. 

· The payee shall be issued with a new Cheque, should the previous one be confirmed lost in transit or misplaced. 

· The reversal shall be through Journal Vouchers approved.

· All blank cheques shall be kept under key and lock and shall be under the custody of the Head of Finance and Accounts.

· An up-to-date register indicating all receipts and issues of blank cheques shall be maintained by the Head of Finance and Accounts. 

· There shall be a register to record all issued cheques and shall be signed by the collector of the cheque upon collection. 

· Pre-signing of blank cheques is prohibited.

· The Head of Finance and Accounts shall ensure that the paid cheques files are maintained and stored safe.

6.2.4 Petty Cash

Petty cash is an imprest fund that is used only for purchase of incidental and minor items. The fund is established for a fixed amount that is replenished in the exact amount expended from it.

6.2.5 Petty cash management:

· Petty Cash imprest limit for Headquarter office shall be as authorized from time to time subject to a limit of Ksh.100,000.
· The petty cash limit for the border offices shall be Ksh.30,000 for the Mombasa office and Ksh.20,000 for the Busia, Namanga and JKIA. 

· The Finance and Accounts Department shall be responsible for the proper safeguarding of petty cash monies for the NBA.

· The petty cash custodian/ handler (an Accountant), under the supervision of the Head of Finance and Account, shall be personally responsible for the cash which was specifically issued to him/her. Therefore, access to the fund must be limited to the custodian.

· The disbursement from petty cash funds must be properly documented and for a valid NBA’s purpose.

· Petty cash fund must be kept separately from all other funds.

6.2.6  Procedure for requesting for Petty Cash

1. An accountant shall write a memorandum to the Director Corporate Services requesting for a petty cash float of the approved amount. 

2. An imprest warrant which shall be requested through the accounting system will go through the temporary imprest Standard Operating Procedure.

6.2.7 Restrictions on use of petty cash

The petty cash fund cannot be used to:

· Purchase a single item exceeding Ksh. 15,000. Purchase of items using the Petty Cash is restricted to Ksh. 15,000. 
· Purchase goods currently covered by the NBA’s negotiated contract.

· Pay personal services that shall be considered independent contract payments.

· Pay travel expenditures, except for local travel.

· Make personal loans or salary advances.
6.2.8 Procedure for petty cash request by the user
The following procedures shall be used by anyone requesting funds from the petty cash float: -

1. The petty cash user request for petty cash through a memo which is approved by the Director Corporate Service. 

2. Once the request memo is approved the petty cash user shall apply for the Petty Cash through the accounting system.

3. After approval by the HOD of the user department the request is then  approved by the Head of Finance and accounts  for payment.

4. The accounts officer in charge of petty cash shall issue the requested amount.

5. The user should account for the money within 24hours of receipt of the cash.

6. If any user does not account for cash given within 3 days, the accounts officer in charge of petty cash shall forward details to the Head of Finance and accounts . 

7. The Head of Finance and Accounts shall verify the information and forward details to the Human Resource for deduction from payroll.

NB: For purchases done before application for petty cash, the user shall apply for petty cash and reimbursed immediately upon approvals. 
6.2.9 Temporary Imprest Procedures
1. Once the approved memorandum is received in Finance and accounts department, the accountant shall notify the user to apply in the accounting system and process the accompanying imprest warrant.

2. The imprest warrant shall be forwarded to the CEO for authorization. Once authorized the imprest amount shall be withdrawn.

3. The holder shall acknowledge receipt of the imprest which he or she shall undertake to account for in full within 7 working days of completion the task for which the imprest is taken. Any cash balance is banked according to cash handling SOP. 

4. In an event of failure to account for the imprest within the stipulated time frame, the accountant shall forward the details to the Head of Finance and accounts who shall verify the information and forward details to the Human resource for deduction from the payroll. 

Note: The temporary imprest shall not be used to purchase a single item/service exceeding Ksh. 50,000 or Ksh.100,000 for works in accordance with Public Procurement and Assets Disposal Regulations 2020. 

CHAPTER 7: ACCOUNTING FOR FIXED ASSETS   

7.0 Introduction 

Fixed Assets are comprised of land and building, motor vehicles, furniture and fittings, machinery and equipment with a useful life of more than one year and are in the ownership and possession and used for the furtherance of NBA’s mission. The fixed assets policy shall make certain that the NBA fixed assets are recorded in the register with completeness, are in existence and are safeguarded by the management.

 The International Public Sector Accounting Standard (IPSAS) 17 – Property, Plant & Equipment prescribes the accounting treatment for property, plant and equipment so that users of the financial report can discern information about an entity’s investment in its property plant and equipment and the changes in such investment.

One of the principal issues in accounting for property, plant and equipment is how a capitalized asset is to be depreciated, taking into consideration its cost, useful life, any residual value at the conclusion of its useful life and the depreciation method by which the consumption of the assets economic benefits are consumed.

This can have significant implications for the operating result of the National Biosafety Authority. Certain items purchased by the NBA have a significant cost and a useful life of  three or more years. Therefore, these items are recorded as assets (capitalized) and depreciated over their estimated useful lives.
7.1 Purpose 

The purpose of the fixed assets system is to ensure that: 

· All assets are safeguarded by recording their details and monitoring their location, condition and usage.

· There is proper maintenance of a fixed assets register, appropriately designed to include all information necessary to properly record and control fixed assets.

· There is proper accounting for fixed assets.

7.2 Objective of fixed assets system
The fixed asset system has been established to ensure that:

• Asset values and depreciation are recorded in accordance with the Accounting Standards.

• Users have an increased level of confidence in the asset related financial information provided by NBA. 

7.3 Scope

This system applies to all the fixed assets owned by the NBA in the Headquarters and the border offices. 

7.4 Depreciation Method-Straight line 
Each component of an asset held in NBA’s asset register, excluding land, shall be depreciated separately to reflect the differing useful lives relating to each component of a depreciable asset .Any residual parts not comprising a specific component of a depreciable asset shall also be depreciated.

NBA shall use straight line basis to write down the cost of each asset or the revalued amounts over the useful estimated lives as it is expected that the service (economic benefit) provided by the asset shall be consumed in a uniform manner throughout its useful life. 

The useful lives for the various asset classes are set out in Appendix 1, and are based on the best information relating to NBA at the time of preparing this manual.

The following rates will be used in computing depreciation

	Class
	Name
	Estimated Useful life (Years)
	Rate %

	1
	Buildings
	40 
	2.5

	2
	Computer and other computing equipment
	3
	33.3

	3
	Motor Vehicles
	4
	25

	4
	Furniture and Fittings 
	8
	12.5

	5
	Plant, Machinery and Equipment
	8
	12.5


(specify labarotory)

7.5 Classes of Assets

1.
Land and Building

2.
Plant and Equipment/ Machinery

3.
Motor Vehicles

4.
Furniture and Fittings

5.
Computers and Accessories

7.6 Depreciable Amount for Asset Classes

The depreciable amount of an asset shall be allocated over its useful life in accordance with the depreciation method adopted. To assist in determining the depreciable amount, the residual value of an asset shall be reviewed at the end of each financial year. Where the residual value requires change, an adjustment shall be reflected in the asset’s depreciable amount. Where the residual value is equal to or greater than the asset’s carrying amount, no further depreciation shall be charged.

7.7 Asset Capitalization 

Capitalization is an accounting method in which a cost is included in the value of  an asset and expensed over the useful life of that asset rather than being expensed in the period the cost was originally incurred. 

7.8 Land and Building
7.9 Land

Land is capitalized at acquisition cost including assessment, legal and recording fees; realtor and appraisal fees, draining, filling, other site preparation costs; judgments levied from damage suits; demolition (razing) costs of structures on land acquired as building sites.

Land acquired by gift shall be capitalized at Fair Market or Appraised Value at the time of acquisition. If existing buildings on the purchased land shall be utilized, a portion of the cost should be allocated to land and a portion to the buildings. The fair market value of the land should be recorded, and the value assigned to the building shall be the difference between total cost and the amount capitalized as land.

If buildings are razed to prepare the land for its intended purpose, the cost of razing the buildings should be capitalized as land. Land shall not be depreciated.

7.9.1 Buildings

7.9.2 New Construction

Initial capitalization includes construction costs of the building structure, including all internal piping, wiring, and permanent fixtures associated with the distribution of utilities within the building. Costs should also include architectural and engineering fees, inspection fees and permits, bid advertisement expenses, construction financing/ interest expense, utilities, and insurance costs incurred during the construction period.

If external debt is used to finance the building, net interest expense incurred during the construction period shall be capitalized as part of the total project cost. Loan origination costs shall be capitalized separately and the expense recognized over the life of the debt.

Construction projects are considered construction in progress until they are substantially complete and functional for the intended purpose. The project is then removed from construction in progress and capitalized as buildings.

7.9.3Acquisition by Purchase

Buildings acquired by purchase shall be capitalized at acquisition cost with the purchase price and associated closing costs allocated between land and buildings on the basis of current appraised values. Additional costs incurred for the purpose of renovating or modifying the building's structure in order to place it in service shall also be capitalized.

· Renovations and improvements shall be added to the capitalized value of the existing structure being impacted. Such additions would include the following:

· Ramps, truck doors, fire escapes and other appurtenances.

· Improvements requiring modifications of the structure to comply with current fire, health, access and safety codes.

· Improvements undertaken to convert unusable floor space into usable floor space; or upgrade the use of floor space, (i.e., converting storage areas to office space).

· Modernization of the structure as a whole, and not merely a rearrangement of selective office areas.

· When the renovation project involves a significant razing of the existing structure, the cost of the portion that was razed should be removed from the asset. If the original cost figures are unavailable, a reasonable estimate of the original cost should be used.

Renovations which do not meet the criteria above shall be expensed.
Building improvements should be capitalized if they are significant structural changes that meet one of the following conditions:

· Extends the useful life of the building beyond what was originally scheduled; or
· Expands the total square footage of the building.

The cost of any work required on the existing building such as removing walls, upgrading wiring, and materials to make the building fully functional upon completion of the renovation should also be capitalized as part of the renovation cost. The book value of the building shall be written off when a building is demolished. If the land is maintained, the cost of razing the building shall be added to the value of the land. The cost of installing utilities shall be capitalized if they are being extended to undeveloped parts of the facility or new buildings. Alterations to existing utilities to accommodate a new building shall also be capitalized.

7.9.4 Leased Buildings

Leased equipment must be capitalized (recorded as assets) if the lease meets any of the following four criteria as a capital lease:

· The lease transfers ownership of the property.

· The lease contains a bargain purchase option (bargain being lower than expected fair value)

· The lease term is at least 75% or more of the estimated economic life of the property

· The present value of the minimum payments equals or exceeds 90% of the fair value of the property.

Improvements: Costs to be capitalized include landscaping, utility systems, paving of parking lots and outdoor recreation fields. All land improvement costs associated with newly constructed buildings shall be capitalized.

7.9.5 Plant and Equipment/ Machinery

Items of plant, and equipment/machinery should be recognized as assets when it is probable that:

· The future economic benefits associated with the asset shall flow to the enterprise; and

· The cost of the asset can be measured reliably.

Plant and Equipment/Machinery should be initially recorded at cost. Cost includes all costs necessary to bring the asset to working condition for its intended use. This would include not only its original purchase price but also costs of site preparation, delivery and handling, installation, related professional fees for architects and engineers, and the estimated cost of dismantling and removing the asset and restoring the site.

If payment for an item of plant, and equipment/machinery is deferred, interest at a market rate must be recognized or imputed. If an asset is acquired in exchange for another asset (whether similar or dissimilar in nature), the cost shall be measured at the fair value unless (a) the exchange transaction lacks commercial substance or (b) the fair value of neither the asset received nor the asset given up is reliably measurable. If the acquired item is not measured at fair value, its cost is measured at the carrying amount of the asset given up.

7.9.6 Motor Vehicle

Motor vehicle should be recognized at cost and depreciation shall not be done in the financial year of acquisition. Vehicle cost includes total invoice price plus any dealer preparation and local delivery costs. Vehicles include trucks, buses and cargo vans. Overhaul and engine replacement shall be capitalized.

7.9.7 Furniture and Fittings

Furniture and fitting shall be recorded at cost. Donations shall be recorded at fair market value as of the date of receipt. Any costs incurred in transporting the furniture and fitting to the premises shall be expensed. In the event of bulk purchases of the same item, the total value is capitalized.

7.9.8  Computers and Accessories

Personal Computer (PC) system packages consist of a central processing unit (CPU), system software, and all accessories necessary to make the property operational. The value of the computer monitors purchased with PC systems should be capitalized as part of the PC system.

Computer hardware and related components include net invoice cost plus freight and installation charges. Components include internal drives, processors, memory upgrades, key boards, and other items which do not individually meet the capitalization threshold, but when purchased as a component of a larger system, are subject to capitalization.

Software is intangible property and is not considered capital equipment under this manual. The value of pre-loaded computer software may be included in the cost of the equipment recorded on the NBA’s inventory when the cost of this software is not separately identified on the sales invoice.

7.9.9 Fixed Assets Additions

Provision for acquisitions of fixed assets shall be made in the approved budgets in the form of capital expenditure. Once acquired, the assets will be capitalized as per the procedure and limits documented and the fixed assets register will be updated immediately. 
7.9.9.1 Disposal of Assets

If an asset has reached its full depreciation life and is obsolete, where the cost of maintenance is more than the assets value or where an asset is no longer needed, a process shall be initiated to ensure that it’s disposed of appropriately. The Board of Directors shall give approval for such disposal in line with the Policies and procedures on Procurement Manual and the Public Procurement and  Asset Disposal Act,2015.The Fixed assets register shall be updated immediately with the disposed assets. Gain or loss on disposal should then be computed and the financial statements updated.

7.9.9.2 Fixed Assets Register

· A fixed asset register shall be maintained by the Finance and Accounts department. Additions to the fixed assets during the year shall include purchased items, donated items and any other items that shall be considered to be recorded in the register.

· Adequate disclosure as to the nature of the assets, the costs, proper description and conditions shall be indicated. 

· For fixed assets disposed of, the related costs and accumulated depreciation shall be dealt with appropriately in the financial statements.

The fixed assets register to be maintained will have the following information in regard to each asset;

a. Date of acquisition of the asset;

b. Description of the assets;

c. Tag number of the assets;

d. Location of the assets;

e. Office responsible for the asset;

f. Class of the asset;

g. Cost of acquisition;

h. Accumulated depreciation;

i. Depreciation charge for the year;

j. Net Book value of the assets; and

7.9.9.2 Schedule to monitor acquisition and movement of assets

A fixed asset register should have the following schedule to monitor the acquisition and movement of assets

· A schedule of all additions to fixed assets;

· A schedule of all disposals;

· A computation of gain or loss on disposal;

· A schedule of all assets donated and 

· Transfer of fixed assets

7.9.9.3 Fixed Assets Inventory

Every two years a physical count on NBA’s assets shall be done and reconciled to the ledger and the fixed assets register balances. Any differences shall be investigated and addressed promptly.

7.9.9.4 Work in Progress

The Heads of user department shall duly certify documents for payments. Uncompleted works in respect of construction shall normally be included in the annual accounts as work in progress. A schedule of work in progress as per the professional certificates shall be prepared by the Finance and Accounts department at the end of each financial year. This shall cover all the ongoing capital projects.

7.9.9.5 Revaluation of Assets

NBA shall be revaluing its assets every three years from the commencement of this manual. In case of special need e.g insurance valuation may be done within a shorter period for a specific class or group of assets.

7.9.9.6  Internal Controls of Fixed Assets.

· A fixed assets register shall be maintained, updated by the accountant and reviewed by the Head of Finance and Accounts on quarterly basis to check its completeness and accuracy.

· At the end of each year, the fixed assets register should be reconciled to the general ledger to ensure the completeness and accuracy of the financial statements prepared.

· All assets acquired and disposed should be promptly updated in the fixed assets register by the accountant in charge of fixed assets.

· There shall be a reconciliation of the fixed assets register managed by the Head of Finance and Accounts and the Head of Procurement on a regular basis to ensure accuracy and reliability of the registers. 

CHAPTER 8: FINANCIAL  REPORTING 

8.0 Introduction 

Financial reporting is vital for the NBA in its day-to-day activities in the accomplishing of its mandate. This reporting shall help in decision making and formulation of plans and strategies. The reports shall inform every action taken by management as well as the Board of Directors. NBA is required to produce annual Financial Statements in compliance with the Public Audit Act,2015 and the Public Finance Management Act,2012. The financial statements should be subsequently audited by the Office of the Auditor General. 

8.1  Required Reports

The following financial reports are required: 

1. Pettycash Reconciliation – Random (to ensure proper count checks)

2. Cashbook Updating/Balancing – Daily 

3. Imprest Register report-Monthly 

4. Bank Reconciliation Statement(s) with related bank statement(s) – Monthly 

5. Votebook Returns – Monthly 

6. Imprest Returns – Monthly 

7. Employee Advance Statement(s) – Monthly 

8. Final Accounts – Annual

8.2 NBA Audit
8.2.1 Internal Audit

Internal auditing is an independent and objective assurance designed to add value and improve NBA's operations. It helps NBA accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes. Internal auditing is a catalyst for improving NBA’s effectiveness and efficiency by providing insight and recommendations based on analyses and assessments of data and processes. With commitment to integrity and accountability, internal auditing provides value to the top management and the Board as an objective source of independent advice. The scope of internal auditing within NBA is broad and may involve areas such as the efficiency of operations, the reliability of financial reporting, deterring and investigating fraud, safeguarding assets, and compliance with laws and regulations. It also involves measuring compliance with NBA's policies and procedures. 

8.2.2 External Audit 

An external audit is an examination of the annual financial report of  NBA by someone independent. The purpose of this audit is to express an opinion on whether the information presented in the financial statements, reflect the true financial position of NBA at the end of the financial year. This person who performs external audits is called an External Auditor. An external auditor is an audit professional who performs an audit in accordance with specific laws or rules on the financial statements and is independent NBA. Users of NBA’s financial information, such as investors, government agencies, and the general public, rely on the external auditor to present an unbiased and independent audit report. NBA will be audited by the Office of the Auditor General. 

Two types of audit shall be carried out by the Auditor general:

1. The System Audit. This shall take place during the year. Recommendations shall be made by the Auditor after the Audit which shall point out areas that need improvement. 

2. The Final Audit. This comes after Financial Statements have been prepared and submitted to the Auditor General.

8.3 Financial Statements 

The financial statements shall be prepared by NBA and signed by the Chairman of Board of  Directors and the CEO. These statements shall then be presented to the Office of the Auditor General for the purpose of audit. 

Finance and Accounts department shall liaise with the external auditors and provide all the required documents for audit purpose for the period of audit. This shall be done in coordination with other departments such as Supply Chain, Human Resource & Administration and Records departments when need arises.
8.4 Procedure for Preparation of Financial Statements 
1. The general ledger and cashbook is the primary source of NBA’s financial information. To achieve any meaningful reporting levels, the general ledger and cashbook should be updated regularly, preferably on a daily basis with all the financial transactions that have occurred. Reconciliation/ Analysis shall be done for bank, payroll, debtors, creditors, fixed assets, incomes, expenditures and any other.
2. It shall be the responsibility of the accountant to ensure that routine, monthly, and year-end financial reports are prepared and presented to the DCS within the stipulated deadlines.
3. Complete, accurate and timely financial reporting is critical to track spending, monitor grants, and plan revenue needs.  Late or inaccurate reporting delays the closing process, and thereby inhibits reporting to the management and the Board.
8.5 Audit Requirements
1. For each financial year, NBA shall prepare and submit for audit accounts to the Auditor-General.
2. The accounts shall include the following-
i. A Statement of change in Financial Positions at the end of the financial year;

ii. A statement of comprehensive income and expenditures for the financial year;
iii. Statement of Cash flow for the financial year; and

iv. Any other statements and accounts that may be necessary to fully disclose the financial position of NBA.

3. NBA shall submit its accounts within three months after the end of the financial year to which the accounts relate.

4. The Auditor-General shall examine and audit the accounts submitted by NBA, express an opinion and certify the result of the examinations and audits.

5. The Auditor-General shall prepare a report on the examination and audit and submit the report to NBA.

6. Without limiting what may be included in the report, the report shall indicate whether; 

i. The information and explanations that were required to perform the examination and audit were received;

ii. Proper books of account have been kept and the accounts are in agreement therewith;

iii. The accounts present a true and fair view of the financial position of NBA;

iv. Due provision has been made for the repayment of all money borrowed by NBA; and

v. Adequate amounts have been set aside for depreciation and renewal of the assets of NBA. 
8.6 Review of Financial Reports
Once all required financial reports have been prepared, the Head of Finance and Accounts shall perform a complete review and authorize reports where required. Head of Finance and Accounts should ensure that policies are being followed and expenses are in line with budgets.

8.7 Review to Financial  Manual

This Manual shall be updated periodically on need basis but shall be reviewed within three years  to reflect the changing circumstances and financial information needs of NBA.
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1 Appendix 1: Chart of Accounts 

	
	

	Item/ Sub-item
	Description

	
	

	Incomes

	I
	Income

	I1
	Government grants

	I2
	Application Fees

	I3
	Sales of tenders and other items

	I4
	Disposal of Assets

	I5
	Partners Support

	I6
	Interest Income

	I7
	Conference Fees

	I8
	Cash C/F

	I9
	Other Incomes

	
	

	Expenditures

	A
	Salaries

	A1
	Basic Salaries

	A2
	House Allowance

	A3
	Transport Allowance

	A4
	Responsibility Allowance

	A5
	Acting Allowance

	A6
	Entertainment Allowance

	A7
	Leave Allowance

	A8
	Extraneous Allowance

	A9
	Wages

	A10
	Staff Awards

	A11
	NSSF-Employer

	A12
	Pension-Employer

	A13
	Gratuity

	B
	Travel, Subsistence and Others

	B1
	Domestic travel, taxis, mileage and others

	B2
	Per diems & Accommodation local

	B3
	Retreat Allowances local

	B4
	Foreign travel, taxis, mileage and others

	B5
	Per diems & Accommodation foreign

	B6
	Retreat Allowances foreign

	
	

	
	

	C
	Communication, Supplies and Services

	C1
	Telephone & Airtime, Fax, LAN, PABX and Mobile phone Services

	C2
	Internet Connections

	C3
	Courier and Postal Services

	C4
	General Office Supplies (Papers, Pencils, Forms, Small Office Equipment, etc)

	C5
	Supplies and Accessories for Computers and Printers

	C6
	Sanitary and Cleaning Materials, Supplies and Services

	C7
	Stationery

	
	

	D
	Printing, Advertising, and Information Supplies and Services

	D1
	Publishing and Printing Services

	D2
	Purchase & Subscriptions to Newspapers, Magazines and Periodicals

	D3
	Advertising, Awareness and Publicity Campaigns

	D4
	Trade Shows and Exhibitions

	D5
	Branding

	
	

	E
	Insurance Costs

	E1
	Motor Vehicle Insurance

	E2
	Insurance for Staff & Board Members (GPA,GPL etc)

	E3
	General Insurance

	E4
	Medical Reimbursement

	
	

	F
	Hospitality Supplies and Services

	F1
	Catering Services (Receptions), Gifts, Meals and Drinks

	F2
	Committees, Conferences and Seminars

	
	

	
	

	G
	Purchase of Assets

	G1
	Purchase of Motor Vehicles

	G2
	Purchase of Office Furniture and Fittings

	G3
	Purchase of Computers, Printers and Other IT Equipments

	G4
	Purchase of Specialized Plant, Equipments and Machinery

	G5
	

	
	

	H
	Routine Maintenance

	H1
	Service for Motor Vehicles

	H2
	Maintenance of Office Furniture and Equipment

	H3
	Minor Alterations to Buildings and Civil Works

	H4
	Maintenance of Computers, Software, Networks and Others 

	H5
	Repairs 

	J
	Training Expenses

	J1
	Remuneration of Instructors and Contract-Based Training Services

	J2
	Production and Printing of Training Materials

	J3
	Hire of Training Facilities and Equipments

	J4
	Staff development

	J5
	Per diem allowance in relation to training

	J6
	Travel in relation to training

	
	

	
	

	K
	Contracted Services and Others

	K1
	Legal Dues/ fees, Arbitration and Compensation Payments

	K2
	Guards and Cleaning Services

	K3
	Professional Services

	K4
	Consultancy Services

	K5
	Refined Fuels

	
	

	
	

	L
	Specialized Materials and Supplies

	L1
	Education and Library Supplies

	L2
	Purchase of Uniforms and Other Clothing’s

	L3
	Purchase of Safety Gear & gadgets

	L4
	Purchase of Software

	L5
	Purchase of Reagents and Laboratory supplies

	
	

	M
	Board Allowances

	M1
	Sitting Allowance

	M2
	Lunches

	M3
	Mileage Allowance

	M4
	Accommodation/ Per diem

	M5
	Honoraria

	M6
	Training/Conferences

	M7
	Foreign and Local Travel

	M8
	Airtime 

	M9
	Board Insurance

	
	

	N
	Rent and Rates

	N1
	Rents

	N2
	Rates

	
	

	P
	Utilities Supplies and Services

	P1
	Electricity

	P2
	Water and Sewage charges

	
	

	
	

	R
	Development

	R1
	Construction

	R2
	Purchase of Land & buildings

	
	

	
	

	S
	Other Expenditure

	S1
	Depreciation Charges

	S2
	Bank Charges


2 Appendix 4: Asset Categories   

Asset Categories

I. Land and Building

1. Buildings

a. Purchase or construction

General Construction including:

a. Foundation walls

b. Interior foundations

c. Slab on ground

d. Framing & external walls

e. Structured floor

f. Architect fees

g. Legal expenses

h. Permits and other required fees

Site Preparation including:

a. Clearing, grading & installing public utilities

Roof & Drainage including:

a. Roof covering materials & roof drainage

Interior Construction including:

a. Floor finish

b. Carpeting

c. Ceiling finish

d. Wall partition material & finishes

Plumbing including:

a. General plumbing

b. Sinks, toilets, drinking fountains, bathtubs, showers, urinals, etc.

Electric including:

a. Wiring & lighting

Fire Protection, Life Safety and Communications including:

a. Sprinkler system

b. Fire alarm & fire detection systems

c. Intrusion alarm systems

d. Electric doors

e. Fire escapes

f. Communications Cabling (telecommunications and computing)

g. Elevators

2. Building Improvements:

a. Replacement Roofs

b. Replacement Windows

c. Major renovations and leasehold improvements

3. Improvements Other Than Buildings:

a. Roads and Landscaping

b. Utility Tunnels and Conduits

c. Pipeline Energy System

d. Recreation Courts, Athletic Fields and Swimming Pools

e. Land Improvements

II. Plant and Equipment/machinery

a. Emergency generator

b. Boiler

c. Microwave

d. Shredder

e. Fridge

III. Motor Vehicles

a. Trucks, Buses and Cargo Vehicles

b. Autos, Vans and Passenger Vehicles

c. Motor bikes

IV. Furniture & Fittings

a. Tables

b. Shelves

c. Chairs

d. Safe

e. Cabinets

f. Work stations

g. Office Desks

h. Coat hanger

V. Computers and Accessories

a. Desktop

b. Laptops

c. Printers

d. Scanners

e. I-pads

f. Projectors

g. Photocopier
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