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The structure of this Manual 

 

This Manual is presented in four separate volumes as follows: 

1° Volume 1: Setting out financial policies and procedures. 

2° Volume 2: Prescribing the uniform chart of accounts and the books of 
accounts. 

3° Volume 3 - This Volume: Dealing with the policies and procedures for 
initiating, authorising, processing, and recording financial transactions, assets, 
liabilities, as well as the required internal controls. 

4° Volume 4: Dealing with financial reporting requirements and procedures 
including the required government consolidated financial statements. 
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Definitions of key terms 

1° Accrual basis of accounting: this basis of accounting recognises transactions at 
the time they occur regardless of the timing of the associated cash flows. This 
means that the financial statements prepared under the accrual basis of 
accounting include not only the transactions settled in cash but also outstanding 
liabilities and provisions for probable liabilities. Besides, under this basis of 
accounting non-current assets are capitalised and depreciated over their 
estimated useful lives, prepaid expenses are recorded as assets until the related 
services/goods have been received, in which case those assets are written off.    

2° Appropriation:  the authority granted by parliament to incur State finances. 
This is usually in form of Budget Votes for specific line items in the annual 
State budget.  

3° Autonomous Budget Agency: is a government Body, Department, Office, 
Commission, Board, Agency, Council, not being a local government council, or 
other similar government entity, not being a public enterprise, which meets the 
following criteria: 

(a) Is established by a specific legislation; 

(b) Is fully or partially funded from the central government Consolidated 
Fund; or 

(c) Is fully or substantially funded from the self-raised resources but is 
primarily established to perform government function.   

4° Budget Agency: is a government entity/unit for which, either a budget Vote has 
been appropriated in accordance with the provisions of the Organic Law, or is a 
beneficiary of a government subsidy defrayed from the Consolidated Fund. 

5° Cash basis of accounting: the cash basis of accounting recognizes transactions 
only when the associated cash is received or paid by the entity. The 
measurement focus in the financial statements prepared on cash basis is 
balances of cash and changes therein. Thus, primarily financial statements 
prepared under the cash basis provide readers with information about the 
sources of cash raised during the period, the purposes for which cash was used 
and the cash balances at the reporting date. Under the cash basis of accounting, 
non-current assets are not capitalised hence no depreciation charges – the assets 
are recorded as “expenses” during the period of purchase. Furthermore, no 
accruals are made for unpaid or probable liabilities, and prepaid assets are not 
recorded as such but are instead recorded as “expenses” at the time of payment. 

6° Complementary period - otherwise called “13th month”: this is a period after 
the close of the financial year (31st December) during which commitments 
relating to the closed year are paid and reported as expenditure for that year. 
Uncompleted collections would also be recorded similarly but hitherto, the 
practice is limited to expenditure. The 13th month transactions supplement the 
cash basis record, thus ensuring comparability between reported transactions 
and the corresponding approved budgets.   
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7° Commitments: in general terms, this refers to legally binding obligations by 
virtue of signed contracts for future delivery of goods or services. Technically, 
these are not “recordable financial transactions” until the goods/services have 
been delivered. Commitments are specific to a particular budget year even if 
paid after that year has been closed. This is necessary for comparability between 
budget execution reporting and the corresponding approved budget. Thus, any 
duly issued Purchase Orders are recognised as commitments for the purposes of 
financial reporting. Note that the Organic Law prohibits any expenditure 
commitments after the 15th November of each financial year. This assumes that 
between that date and the end of the financial year, the commitments would 
have translated into “recordable financial transactions” by delivery of the 
goods/services, and therefore reported as outstanding liability.  

8° Chief Budget Manager: is the public officer in a Budget Agency entrusted 
with the responsibility to account for the State finances and property at the 
disposal of that Budget Agency. The Chief Budget Manager is synonymous 
with the term “accounting officer”. 

9° Consolidation Group: is the group of the General Government entities, 
excluding the Extra-budgetary Funds, which are required to be consolidated in 
the preparation of the government consolidated financial statements. 

10° Extra budgetary fund (EBF): consists of State financial resources, which are 
not part of the Consolidated Fund by virtue of a specific legislation or 
agreement with donors for such exclusion. The EBF should not be confused 
with funds accruing to Autonomous Budget Agencies from alternative sources. 
For example, advertising fees payable to ORINFOR. Such funds may hitherto 
be outside the annual budget but for incorrect reason. They should be included 
in the budget and thus consolidated financial statements.  

11° Financial assets: consist of those assets directly resulting from cash 
transactions. In this Manual, these include bank and cash balances, short-term 
deposits at banks, recoverable cash advances and loans. Accordingly, non-
financial assets consist of the assets other financial assets. Prepaid expenses are 
excluded from financial assets because ordinarily they are not 
recoverable/receivables. 

12° Financial liabilities:  consist of those liabilities directly resulting from cash 
transactions, and this Manual they include loans (but excluding related interest 
payable), overdrafts, and treasury bills/bonds sold by government.  

13° General Government: Adopting IPAS1 and GFS2 system terminology, General 
Government consists of the entities/units that fulfil the functions of government 
as their primary activity. In this context, the functions of government entail the 
provision of goods and services for the collective consumption of the 
community/population as a whole on a non-market & non-exclusivity basis, or 
redistribution of income and wealth to the population mainly through taxation & 
compulsory levies, and/or social security schemes. 

                                                
1 IPAS = International Public Sector Accounting Standards promulgated by the International 
Federation of Accountants. 
2 GFS = General Financial Statistics, A framework of national accounting recommended by the 
International Monetary Fund. 
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14° Organic Law: means the Law No … of … 2006 on State Finance and Property, 
including the associated financial regulations. 

15° Public Enterprise: is an entity meeting the following criteria: 

(a) Is established by a specific Statute and has the power/authority to enter 
contracts, borrow, acquire assets, sue or be sued in own name;  

(b) Sells goods and/or services in the normal course of its business at a profit 
or full cost recovery - aim to break-even; 

(c) Is not reliant on continuing government funding to remain a going concern 
– though it may occur, government subsidy is secondary; and 

(d) Is controlled by government, whether directly or indirectly through another 
public entity. Control  means the ability to exercise any of the following 
powers to govern the financial and operating policies of an entity: 

(i) To appoint or remove all or the majority of the members of its 
governing body/board of directors; 

(ii)  To appoint or remove the entity’s chief executive; 

(iii)  By virtue of equity ownership, to cast a majority vote at the 
meetings of the entity. 

16° Public sector: consists of the General Government and the public enterprises. 

 



 

 4

Draft 

July 2006 

Chapter 1: Introduction 
 

1.1 Background 

1.1.1 For over two decades, there have not been auditable consolidated financial 
statements of the Government of Rwanda (GoR) and various Auditor General’s 
reports on individual ministries and agencies have revealed the existence of 
inadequate accounting practices across GoR. These facts are of major concern. 
Consequently, GoR has embarked on building its public financial management 
systems. As part of the programme, the Organic Law was enacted in … 2006.  The 
Organic Law together with the associated financial regulations are expected to 
bring about important changes in the way the public finance management system 
operates. The cornerstone of the Organic Law is the decentralisation of most 
elements of public financial management from the Ministry of Finance and 
Economic Planning (MINECOFIN) to the various budget holders/reporting 
entities – Central Government Ministries, Commissions, Agencies, Boards, and 
Local Government districts and provinces. However, the Public Accounts 
Department in MINECOFIN, under the direction of the Accountant General, 
retains the responsibility for preparing GoR’s consolidated financial statements 
basing on financial reports obtained from the various reporting entities. In 
addition, the Public Accounts Department is responsible for the performance of 
the accounting system in Government, including the development and 
implementation of appropriate written policies and procedures to nurture sound 
accounting practices in Governement, hence this Manual. 

�
1.2 The purpose and scope of this Manual 

1.2.1 The primary purpose of this Manual is to facilitate:  

1° Uniform financial policy and accounting framework at each of the reporting 
entities.  

2° Appropriate internal controls at each of the entities to enable sound 
management of State finance and property. 

3° High standards of financial accounting and reporting as the basis for sound 
decision-making by the various stakeholders namely; Parliament, Government 
Executives, taxpayers, the citizens in general, donors and lenders to 
Government. 

4° To provide a handy workbook for the personnel entrusted with the 
accountability for the State finance and property.    

1.2.2 Broadly, the policies and procedures for financial management and 
accounting entail several interdependent functional areas; namely budgeting, 
procurement of goods/services, management accounting, financial accounting, 
internal controls including associated internal audit, financial reporting including 
external audit, as well as the associated accounting systems environment and 
human resource competences. These matters are best treated in separate dedicated 
Manuals to ensure appropriate depth and breadth of the contents. Consequently, 
the scope of this Manual is limited to financial policies and procedures, financial 
accounting and reporting, associated internal controls, and the underlying books of 
account and accounting records. 
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1.2.3 All entities in General Government, which are summarised in Figure 1 
below, are required to implement the provisions of this Manual. The full list of the 
General Government entities is obtainable from the Accountant General in 
MINECOFIN. 

Figure 1: The structure of the public sector 
 

 

1.2.4 Though technically within the scope of General Government because 
primarily they exist to fulfil government functions, certain entities sell some or all 
their services/goods at market prices or on the basis of significant cost recovery. 
Thus, such entities have the characteristics of both General Government and 
public enterprise. The dividing line will depend on the extent to which the entity 
relies on central government subsidies. If the entity is largely financially self 
reliant, it should be classified as a public enterprise, otherwise it would remain 
under General Government classification. Examples of those entities include the 
Office of Tourism and National Parks (ORTPN), National Office of Information 
(ORINFOR), the National Bank of Rwanda (BNR), the National Social Security 
Fund (CSR), and similar others. 
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1.3 Summary of changes ushered by this Volume of the Manual 

1.3.1 The implementation of this Volume of the Manual [Volume 3] introduces 
the following key changes in government accounting practices:  

  
 Pre-Manual practice Changes 
1 Single entry bookkeeping, simply 

focusing on reporting execution of 
budget appropriations and sources of 
funding. No auditable consolidated 
financial statements of Government. 
 
 

Double entry bookkeeping aiming at 
producing a full set of auditable 
consolidated financial statements 
consisting of Statement of Financial 
Performance, Statement of Financial 
Position, Statement of Cash flows, 
and associated explanatory notes. 
Besides budget execution reports, 
financial reporting includes assets and 
liabilities. 

2 Transactions of budget agencies never 
consolidated. 

All government transactions to be 
included into the consolidated 
financial statements. 

3 Cash basis of accounting, 
supplemented with memorandum 
reporting on commitments to the extent 
of approved but unpaid Purchase 
Orders.  

Cash basis of accounting 
supplemented with wider scope 
memorandum reporting on 
outstanding current liabilities, 
financial commitments (recurrent & 
capital), contingencies and guarantees, 
consumables & fixed assets 
inventories, and public debt. The 
scope of the Statement of Financial 
Position is limited to financial assets 
& liabilities, until the launch of the 
accrual basis accounting. 

4 Incomplete Chart of Accounts 
consisting of only expenditure budget 
allocation codes. Erroneous 
categorisation of expenditure: Items of 
capital expenditure such as acquisition 
of tangible fixed assets categorised as 
“recurrent expenditure”, and items of 
“recurrent expenditure” such as 
operational expenses – salaries, 
stationery etc on donor funded Projects 
categorised as “development (Capital) 
expenditure”. 
 
 

A complete Chart of Accounts 
consisting of ledger codes for 
Revenues, Recurrent expenditure, 
Capital expenditure, assets, liabilities, 
and funding. Re-classification of 
expenditures to remove recurrent 
expenditure from Capital expenditure 
and vice versa.  

5 Accounting responsibilities centralised 
at MINECOFIN.  

Decentralisation of accounting 
responsibilities to the accounting 
officers of the budget holders (Budget 
Agencies). 
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 Pre-Manual practice Changes 
  
 

6 Settlement of Purchase Orders in 
Central Government centralised at 
MINECOFIN. 

Settlement of Purchase Orders largely 
retained at MINECOFIN, and full 
decentralisation to Local Government 
Units.  

7 Payment Orders (OP) is the sole 
system of effecting payments 

With the de-concentration of payment 
processing to the various central 
government entities, a cheque system 
is introduced to facilitate bookkeeping 
at those entities.  

8 Single currency books and exchange 
losses/gains not accounted for. 

Multi-currency books of account to 
correspond with the underlying bank 
accounts/original currency of 
transactions. Exchange losses/gains to 
be accounted for. 

9 Bank accounts. Each reporting entity 
operates one or more bank accounts, 
either in the National Bank of Rwanda, 
or in a local commercial bank, or in 
both. 

The Manual assumes the 
implementation of the Single Treasury 
Account system, whereby the entities’ 
accounts are sub-accounts of the main 
Treasury account. Initially, those sub-
accounts will be operated on “zero 
balance” basis. Ultimately, with the 
full implementation of the system the 
sub-accounts may be closed, subject 
to improvements in the banking 
sector.  

10 Dual budgeting/accounting presenting 
recurrent and development budgets 
separately. 
 

Integration of the recurrent and 
development budgets and associated 
accounting. Besides, the terms 
“recurrent” and “development” are re-
defined as is the trend elsewhere. 
Thus, all “current” year 
expenditure/revenue reported as 
recurrent expenditure/revenue while 
“development” expenditure/revenue 
comprises exclusively of transactions 
of a “capital” nature.    

 [To be continued during finalisation]  
 

1.4 The effective date of the Manual 

1.4.1 This manual is effective from the financial statements for the fiscal year 
beginning 1st January and ending 31st December 2006. The Manual will be revised 
from time to time in response to changes in circumstances and the basis of 
accounting. Consequently, the second edition of the Manual is expected in 2008 in 
preparation for the launch of the accrual basis of accounting.  
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Chapter 2: The Accounting Framework 

2.1 The enabling legal framework  

2.1.1 The Organic Law and the associated financial regulations provide the 
enabling legal framework for the management and accounting for the State finance 
and property.  

2.1.2 All financial resources accruing to the State are either on the account 
of the Consolidated Fund or Other Specific Fund (Extra-budgetary Fund), so 
designated if there is a specific instruction or agreement usually on donor funds 
(Articles 7 & 8 of the Organic law). There are separate consolidated funds for the 
central and local government entities. Fundamentally, the accountability for the 
expenditures defrayed from the Consolidated Fund must not be mixed with those 
of the Extra-budgetary Fund. Similarly, the expenditures from the Consolidated 
Fund of a local government entity must not be mixed with those from the central 
government Consolidated Fund.   

2.1.3 In accordance with the Organic Law, the authority to appropriate State 
finances solely rests with the Parliament, and as the head of the executive arm of 
government, the President of the Republic of Rwanda is the supreme manager of 
the State finances and property (Article 19). This responsibility is delegated to the 
Minister responsible for finance (Article 12) – currently MINECOFIN. The 
aspects of the Minister’s responsibility are largely delegated to the Secretary 
General/Secretary to the Treasury in that ministry (Article 16), and ultimately to 
the Accountant General (Article 68) and other public officers under his/her 
jurisdiction. 

2.1.4 The Organic Law is designed to support government’s overall goal of 
decentralisation in line with the constitutional arrangement to bring government 
services closer to the population. Consequently, financial accounting and reporting 
is decentralised from MINECOFIN to the respective Budget Agencies/reporting 
entities. For this reason, each Budget Agency has a Chief Budget Manager 
(Article 20) to whom the responsibility and accountability for financial 
transactions of the specific Budget Agency is entrusted. For clarity, however, this 
does not mean that cabinet ministers or mayors in local government entities have 
no responsibility in financial accountability. In accordance with Article 10, each 
cabinet minister or mayor of a local government entity has the responsibility to 
motivate and defend the utilisation of the proposed budget for the specific budget 
agency in his/her jurisdiction. Indeed, in Article 23 the mayor (chair person of the 
a local council executive committee) has the responsibility to ensure that the 
budget is executed only on the approved government programmes – in other 
words, the budgeted funds are expended as intended. Thus, playing the 
“supervisory” role in financial accountability.  

2.1.5 The Law requires that expenditure incurred and revenues received be 
classified, accounted for and reported in the same way as they were budgeted 
(Articles 67 (40) & 72). This is achieved through the preparation of financial 
statements using the same classification and format as the approved budget, and 
showing comparisons/variances between actual performance and budgets. 
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2.2 Assignment of financial accounting responsibilities  

2.2.1 According to the Organic Law, ultimately financial accounting in 
government is the responsibility of the Accountant General. This, however, is at 
the overall consolidation level because the Law requires the respective Chief 
Budget Managers to assume the responsibility for financial accounting in their 
respective Budget Agencies. In effect, each Chief Budget Manager is required to 
furnish the Accountant General with prescribed monthly financial reports of the 
entity’s transactions on the basis of which the consolidated government financial 
statements are prepared. Whilst reference should be made to the Organic law and 
associated financial regulations for details about responsibilities for the respective 
key public officers involved in the accounting function, for ease of reference a 
summary is set out as follows:  

2.2.2 Accountant-General: in effect, the Accountant General is the 
government’s “chief Accountant” and thus responsible for the overall oversight of 
the financial accounting function in government. The Accountant General’s duties 
are therefore summarised as follows: 

1° To amend this Manual as appropriate from time to time, and to create the 
framework for its implementation, through suitable user training. 

2° To ensure that a proper accounting system is established throughout 
government to enable the preparation of reliable financial reports. 

3° To exercise general supervision over the receipts and recording of public 
revenue, and to exercise general supervision over the expenditure, and custody 
of the government assets.  

4° To cause prompt financial reporting throughout government and to prepare 
government consolidated financial statements as prescribed.  

5° To liaise with the Auditor General of State finances so as to ensure timely 
audit of government’s financial statements and books of account. 

6° To ensure sufficient delegation of responsibility to the public officers under 
him/her to enhance operational efficiency. 

2.2.3 Chief budget manager: As, the accounting officer, the chief budget 
manager has the responsibility to administer the budget of his/her budget agency. 
This implies the responsibility for the following accounting functional tasks in the 
budget agency:  

1° To ensure compliance with the provisions of this Manual. 

2° To keep proper books of accounts for the recording of the Agency’s 
transactions, assets, liabilities, and to properly maintain the associated 
supporting documents.  

3° To put in place and maintain sound internal control system and practices to 
ensure that the budget is not overspent, to safeguard the State finances and 
property against misuse or any other irregularities. 

4° To ensure that any expenditure is properly sanctioned, authorised, recorded 
and reported. 
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5° To ensure the completeness of the revenue received and that such revenue is 

duly recorded and reported. 

6° To ensure regular reconciliation of the bank accounts. 

7° To furnish the Accountant-General with the prescribed monthly, quarterly and 
annual financial reports. 

8° To ensure sufficient delegation of responsibility to the public officers under 
him/her to enhance operational efficiency.  

2.3 The generally accepted accounting principles  - GAAP 

2.3.1 The government accounts are prepared using accounting policies 
designed to provide financial statements, which give a true and fair view of the 
government’s state of financial affairs. The process of preparing accounts, which 
entails the measurement, aggregation, classification, and presentation of all 
relevant elements of the financial statements, necessitates selection of appropriate 
accounting policies to be applied. That selection is guided by the following 
generally accepted accounting principles: 

1° Double entry concept: the accounts are prepared on double entry 
bookkeeping system. This means that a financial transaction gives rise to two 
equal and opposite book entries – one debit and the other credit. 

2° Going concern concept: the accounts are prepared on a going concern basis, 
which means that government is believed to exist in perpetuity. Because of the 
going concern basis, the accounts are maintained on a historical cost basis.  

3° Prudence concept: this concept requires full recognition of an entity’s 
obligations as long as they can be measured – subject to the overriding basis 
of accounting explained in paragraph 2.4.1. On the other hand, revenue is 
recognised only if realisation is certain. For this reason, for example, tax 
revenues are recognised on cash basis and not when a tax assessment is 
agreed.  

4° Matching concept: this concept requires recognition of transactions during 
the financial period within which they occur. In other words, to match the 
recording of transactions with the occurrence of the underlying government 
programmes/activities. A typical of example of the application of this concept 
is the capitalisation of the cost of fixed assets and depreciating them off over 
the period of their usage. However, the implementation of the matching 
concept is subject to the basis of accounting being applied. Under the cash 
basis of accounting, for example, accounting for depreciation of fixed assets 
becomes irrelevant and therefore the matching concept does not apply.     

5° Consistence concept: this concept requires consistent treatment of like items 
and from period to period. For example, if an item were treated as capital 
expenditure in one period a similar item in another period should treated 
likewise. 

6°  Substance over form: this concept requires that transactions are recognised 
with due regard to their substance rather than their form. For example, 
although items of office equipment such as paper trays are technically (form) 
capital expenditure items, the financial substance involved renders those items 
to be recognised as revenue expenditure. Similarly, although technically 
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recurrent expenditure, workers’ wages on a specific project such as 
construction of a building are recognised as capital expenditure.  

7° Accruals concept: This requires recognition of transactions at the time they 
occur, whether or not related cash flows have taken place, thus accounting on 
“accrual basis”. The accrual basis of accounting is the backbone for the 
recognition of assets and liabilities, and financial statements prepared on 
accrual basis of accounting provide more realistic information on 
government’s assets and liabilities, overall financial position, impact of 
exchange rate fluctuations, and the full cost to government of goods/services 
consumed in a specific period whether paid or unpaid. In particular, accrual 
basis of accounting eliminates the issue of accounting for “arrears”, which 
usually distorts budgetary allocations. 

2.3.2 However, the accruals concept is not applicable in the case of cash 
basis of accounting. In accordance with cash basis of accounting, transactions are 
recognised in the books of account only if related cash flows have been paid or 
received. As required by the Organic law, the cash basis is the applicable basis of 
accounting until otherwise specified by a ministerial instruction. The “cash basis 
of accounting” means that only financial assets and liabilities are reflected in the 
Government’s financial statements. 

2.4 The internal control framework 

2.4.1 Each reporting entity is obliged to implement suitable internal controls. 
Internal controls are processes designed to provide reasonable assurance regarding 
reliability of financial reporting, effectiveness and efficiency of operations, 
safeguarding the Government resources/assets at the disposal of the entity and 
compliance with applicable laws and regulations. The internal control framework 
is key to the implementation of the desired internal controls because it sets the 
“tone at the top” of the entity thus influencing the control consciousness and 
discipline of all the employees in the entity. The minimum guidelines for the 
desired control framework for each entity are as follows: 

1° Organisation structure: As a minimum, each entity’s organisational structure 
should ensure that the following responsibilities are performed by different 
individuals and that there is independent hierarchical internal check over the 
actions of those individuals: 

�  Authorisation of transactions;  

�  Execution of those transactions (including direct dealings with 
suppliers; price negotiation, confirmation of delivery etc); 

�  Record keeping for those transactions; and 

�  Payments for those transactions. 

2° Assignment of authority and responsibility: 

�  Persons assigned financial management/accounting responsibilities 
should be delegated with commensurate authority to ensure that they 
are personally accountable. 

�  Job descriptions and responsibilities must be well defined in writing 
and communicated to the respective employees – who must 
acknowledge receipt in writing; 
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�  Assigned authority limits as well as the consequences of non-

compliance must be communicated to the respective employees and 
acknowledged in writing; and 

�  The responsibility for the operation of key internal financial controls 
such as bank account signatories and reconciliation must be clearly 
defined and communicated. 

3° Integrity and ethical values: The effectiveness of internal financial controls 
depends directly on the integrity and ethical values of the employees who are 
responsible for creating and administering those controls. Therefore, 

�  The background of the prospective employees should be cross-
checked prior to delegating to them responsibility for financial 
transactions; 

�  Attention should be paid to Government regulations regarding 
prevention of conflicts of interest and expected standards of ethical 
and moral behaviour; and 

�  The accounting officer and/or the administrative head of the entity is 
required to visibly take appropriate disciplinary action when employee 
conduct fails to meet the specifications in this Manual or any other 
Government regulations relevant to financial management and 
accounting. 

4° Commitment to competence and efficiency: It is incumbent to the employees 
to ensure that they possess the knowledge and skills essential to the 
performance of assigned responsibilities. Similarly, immediate supervisors are 
required to guide and mentor those employees under their supervision to 
ensure transfer of skills and performance sustainability should there be 
employee re-deployment or change of employment. On its part, Government 
is committed to continuous skills development amongst its employees through 
formal training programmes and/or structured in-service refresher courses. 

5° Management philosophy and operating style: Management’s philosophy and 
operating style affects the way an entity’s activities are managed. Therefore, 
entity’s administrative head and/or its accounting officer are required to take 
the lead in complying with the provisions of this Manual. 
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Chapter 3: Receipts Procedures 
 

3.1 Policy statement 

3.1.1 In accordance with the cash basis of accounting, government revenue 
is recognised in the books of account at the time of receipt.  

3.1.2 The revenue proceeds in central government must be banked on the 
Treasury account in the National Bank of Rwanda (BNR) or if initially banked on 
transit accounts in other banks, transfers into the Treasury account must be done 
within the subsequent … days. This policy does not affect Autonomous Budget 
Agencies as they are exempted by virtue of the specific Statutes creating them. 

3.1.3 If not in a convenient proximity of BNR or its branches, the local 
government districts must designate bank accounts in commercial banks of repute 
nearest to them and operate those accounts in the manner similar to the Treasury 
account.  

3.2 Summary of required internal controls 

3.2.1 In principle, unless it is not practically possible such as in rural setting, 
only cheques should be accepted in revenue collection.  

3.2.2 Government revenue must be banked intact and promptly after collection. 
This means that it is prohibited to defray any expenditure from the revenue 
proceeds before being banked.  

3.2.3 Segregation of duties must exist between revenue assessment, collection, 
and recording in the cashbooks/books of account. 

3.2.4 Any revenue collection must be subject to written acknowledgement. The 
acknowledging receipts must be pre-printed and serially pre-numbered in bound 
booklets. The booklets, whether used or un-used, must be securely kept under lock 
and key, and accounted for at all times. The receipt (Form 1 at end of chapter). 

3.3 Transfers from the Treasury 

3.3.1 The accounting treatment for transfers from the Treasury to the various 
budget agencies are dealt with in sections 4.5 and 4.7, and may be referred to at 
this stage. 

3.4 RRA revenue collections 

3.4.1 The detailed procedures for the revenue collected by Rwanda Revenue 
Authority (RRA) are a subject of a separate RRA Manual. RRA is required to 
promptly and regularly remit the revenue collections to the Treasury account in 
BNR, and this section sets out the procedures for those remittances. 

3.4.2 In effect, the revenue collections are “payables” (RRA books) to the 
Treasury and “receivables” (Treasury books) from RRA. On a daily basis, RRA is 
required to advise the Treasury of the revenue collections. It is only on the basis of 
this advice that the Treasury can be able to update its ledgers about the 
“receivables” and therefore follow-up RRA if collections were not promptly 
remitted to the Treasury account as required. 
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3.4.3 RRA is not required to advise the Treasury about the individual collections 
but simply a summation of a day’s collections for each tax type as listed in the 
uniform chart of accounts. The advice to the Treasury is made using Form 2 (at 
end of chapter) “Daily Revenue Summary”, prepared in duplicate – ORIGINAL 
sent to the Accountant General and DUPLICATE retained by RRA.  

3.4.4 RRA largely collects revenue via commercial banks and under standing 
arrangements with RRA, those banks are required to transfer the revenue proceeds 
to BNR (Treasury account) within … days after receipt. Upon receipt of the bank 
transfer advice, RRA prepares a Revenue Remittance Advice (Form 3 at end of 
chapter) in duplicate – ORIGINAL to be sent to the Accountant General & 
DUPLICATE copy to be retained. This document is the basis for posting into the 
different revenue accounts in the smartgov general ledger module at the 
Accountant General’s office (public accounts department).  

3.4.5 On a daily basis the public accounts personnel should reconcile the “RRA 
receivables” accounts by ticking off the matching revenue remittances (Form 2). 
Any debit balances on those accounts would reflect revenue collections not yet 
remitted to the Treasury and the reasons thereof should be promptly obtained. This 
procedure is fundamental to prevent a possibility where some commercial banks 
may deliberately delay the remittances due to business interests such as over-night 
inter-bank lending.   

Illustration 1:  Revenue accounting – RRA collections 

On 30th August 2005, RRA records showed that various commercial banks had 
collected revenue totalling RwF 900 million on that day as follows: 

Tax type BCDI BK FINA Total 

VAT RwF 150 M RwF 50 M RwF 20 M RwF 220 M 
Profit tax RwF 50 M RwF 40 M RwF 10 M RwF 100 M 
TPR RwF 100 M RwF 200 M RwF 30 M RwF 330 M 
Customs duty RwF 100 M RwF 100 M RwF 50 M  RwF 250 M 

 Total RwF 400 M RwF 390 M RwF 110 M RwF 900 M 

Except 10% retained by RRA on VAT collections (provision for VAT 
refunds), assume that the above amounts were transferred to the Treasury 
account by 2nd September 2005.  The banks promptly informed RRA of the 
transfers. The ledger entries for the above transactions are as follows: 

In the books of RRA 

30th August 2005: Dr Bank a/c – BCDI   RwF 400 M 
   Cr VAT collections payable  RwF 150 M 
   Cr Profit tax collections payable  RwF 50 M 
   Cr TPR tax collections payable  RwF 100 M 
   Cr Customs duty collections payable RwF 100 M 

30th August 2005: Dr Bank a/c – BK      RwF 390 M 
   Cr VAT collections payable  RwF 50 M 
   Cr Profit tax collections payable  RwF 40 M 
   Cr TPR tax collections payable  RwF 200 M 
   Cr Customs duty collections payable RwF 100 M 

30th August 2005: Dr Bank a/c – FINA   RwF 110 M 
   Cr VAT collections payable  RwF 20 M 
   Cr Profit tax collections payable  RwF 10 M 
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   Cr TPR tax collections payable  RwF 30 M 
   Cr Customs duty collections payable RwF 50 M 

30th August 2005: Dr VAT collections payable  RwF 22 M 
   Cr Provision for VAT refund  RwF 22 M 

 

2nd Sept 2005:  Dr VAT collections payable  RwF 135 M 
   Dr Profit tax collections payable  RwF 50 M 
   Dr TPR tax collections payable  RwF 100 M 
   Dr Customs duty collections payable RwF 100 M 
   Cr Bank a/c – BCDI   RwF 385 M 

2nd Sept 2005:  Dr VAT collections payable  RwF 45 M 
   Dr Profit tax collections payable  RwF 40 M 
   Dr TPR tax collections payable  RwF 200 M 
   Dr Customs duty collections payable RwF 100 M 
   Cr Bank a/c – BCDI   RwF 385 M 

2nd Sept 2005:  Dr VAT collections payable  RwF 18 M 
   Dr Profit tax collections payable  RwF 10 M 
   Dr TPR tax collections payable  RwF 30 M 
   Dr Customs duty collections payable RwF 50 M 
   Cr Bank a/c – FINA   RwF 118 M 

In the Accountant General’s books – Public Accounts Dept (smartgov General 
ledger Module) 
 
30th August 2005: Dr RRA a/c - VAT receivable  RwF 198 M 
   Dr RRA a/c - Profit tax receivable RwF 100 M 
   Dr RRA a/c - TPR receivable  RwF 330 M 
   Dr RRA a/c - Customs duty receivable RwF 250 M 
 
   Cr VAT revenue    RwF 198 M 
   Cr Profit tax revenue   RwF 100 M 
   Cr TPR tax revenue   RwF 330 M 
   Cr Customs duty revenue  RwF 250 M 
 
2nd Sept 2005:  Dr Bank a/c (BNR Treasury a/c)  RwF 878 M 
   Cr RRA a/c – VAT tax receivable RwF 198 M  
   Cr RRA a/c - Profit tax receivable RwF 100 M 
   Dr RRA a/c - TPR receivable  RwF 330 M 
   Dr RRA a/c - Customs duty receivable RwF 250 M 
 
It is expected that the BNR Treasury a/c (BNR books) would reflect the 
transfers from the respective banks individually – to facilitate reconciliation. 

3.5 Revenue (central government entities) not collected by RRA 

3.5.1 Different central government entities collect different types of revenue 
such as airport fees, air navigation fees, entry fees to museums and tourist sites, 
telecoms licence fees, broadcasting licence fees, notary fees, sale of Official 
Gazette, sale of tender documents, tuition fees, hospital charges, and other sundry 
administration fees. The treatment of these revenues is as follows: 

1° Revenue collection must be acknowledged by issuing an official receipt 
(Form 1), which is printed and serially pre-numbered. 
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2° Where the revenue is collected by an autonomous budget agency; for 
example a national hospital, Civil Aviation Authority; the revenue is banked 
in the entity’s bank account and recorded in its revenue ledger accounts 
(selected from the uniform chart of accounts). The entity is not required to 
transfer the revenue proceeds to the Treasury account in BNR. However, the 
entity is required to report the revenue in the prescribed monthly financial 
statements submitted to the Accountant General.  

3° Where the revenue is collected by an entity other than an autonomous 
budget agency; for example a department of a government ministry; the 
revenue proceeds must be transferred to the Treasury account in BNR within 
... days after receipt. The ledger entries are similar to those described in 
section 3.3 (illustration 1) regarding revenues collected by RRA.  

3.6 Revenue collections – local government entities 

3.6.1 Besides Treasury transfers and grants dealt with in section 3.7, the 
revenues to local government entities include fees charged by district hospitals, 
tuition fees charges by district schools, land taxes, market levies, and sundry 
administrative fees.  

3.6.2 The revenue collector must be different from the person responsible for 
assessing the revenue. Take an example of market levies. The assessment of the 
levy and the collection of the dues must be assigned to different individuals to 
ensure independent internal check.  

3.6.3 In acknowledgement of revenue collection, a revenue collector is required 
to issue an official receipt (Form 1). The receipt is prepared in triplicate – 
ORIGINAL to the payer of revenue, DUPLICATE copy submitted to the district 
revenue office together with the cash proceeds and the Daily Revenue Summary 
(Form 2), and TRIPLICATE copy retained by the revenue collector.  

3.6.4 The revenue collections must be banked intact into the district’s bank 
account on the following day. However, no collector should keep custody of cash 
collections in excess of RwF 100,000 for longer than six hours. This means that 
the district’s Chief Budget Manager is required to make arrangements to ensure 
that such cash is securely kept in cash safe at the district offices pending banking.   

3.6.5 The collections must be promptly recorded in the district cashbook 
indicating the administrative unit (sector) from which the revenue has been 
collected. The revenue ledgers are then updated accordingly. 

3.6.6 The general ledger accounts for revenues are kept at the local government 
district level, and the lower entities such as hospitals, schools and prisons are 
required to maintain only a simple cashbook showing cash flows and outflows – 
see model in Figure 6. 

3.6.7 The revenues must be fully reported in the prescribed monthly financial 
statements submitted to the Accountant General. 

3.7 Grants 

3.7.1 Grants towards operational activities of a particular financial year are 
recorded as “recurrent revenue” for that year. On the hand, grants towards 
development or acquisition of fixed assets are recorded as “capital revenue”.  
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3.7.2 Grants may be in cash or in kind by direct settlement of supplier invoices 
for services/goods supplied to that Budget Agency. In spite of the cash basis of 
accounting, grants in kind must be recognised in the books of account. In this case, 
the principle of “substance over form” prevails. Being in kind is simply 
“convenience”.  

3.7.3 Grants, which are centrally received via MINECOFIN, are recorded in the 
Treasury general ledger and disbursed to the beneficiaries in accordance with the 
rules and procedures set out in section 4 of this Manual.  

3.7.4 A Budget Agency may obtain grants directly for external/internal donors 
such as Non-Governmental Organisations, UN Agencies, or other governments 
(including local governments), in support of the programmes of such Agency. 
Such grants are recorded in the books of account of the recipient and there is no 
requirement to transfer the proceeds to the Treasury. However, the grants must be 
reported in the prescribed monthly financial statements submitted to the 
Accountant General. 

3.7.5 The accounting entries for grants are as follows: 

1° Cash grants - Debit: Bank account & Credit: Revenue/capital grants (a/c of 
donor) 

2° Grants in kind - Debit: Expenditure account & Credit: Revenue/capital grant 
(a/c of donor) 

3.8 Other non tax revenues 

3.8.1 These include: 

1° Proceeds from disposed tangible assets: The collection of this revenue is 
subject to tender procedures, which are outside the scope of this Manual. 
This revenue is recorded as “capital revenue” in view of the fact the assets 
would have been recorded as “capital expenditure” on acquisition. 

2° Dividends: This revenue arises from distribution of profits from 
government investments. Government policy is that a wholly owned public 
enterprise is required to distribute to the Treasury 40% of its annual after 
tax profits. For partially owned investments, the dividend income is pro-
rata to government shareholding. 

3° Proceeds from divested investments: The collection of this revenue is 
subject to the rules for the divesture of public investments, which are 
outside the scope of this Manual. This revenue is recorded as “capital 
revenue” in view of the fact the investments would have been recorded as 
“capital expenditure” on acquisition. 

3.9 Refundable receipts 

3.9.1 Government may receive cautionary cash deposits, which are subject to 
refund at a later date. For example, the immigration department requires a security 
cash deposit for each work permit granted to a foreign national working in 
Rwanda. This cash deposit is refundable upon the permit holder’s departure from 
Rwanda. Consequently, the deposit is recorded in the books of account as a 
“liability” and not as revenue – Debit “bank account” and Credit “Refundable 
Immigration Deposits”. 
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3.9.2 To reduce bureaucracy at the time of refund, the deposit proceeds should 
be banked and retained on the bank account of the receiving entity. The refund 
process will follow the disbursement procedures set out in section 4.6 
(decentralised disbursements). 

3.10 Receipts at Rwanda diplomatic missions 
 
[To draft after visit to an embassy] 
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Form 1: Official Revenue Receipt 
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Form 2: Daily Revenue Summary 
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Form 3: Revenue Remittance Advice 
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Chapter 4: Disbursement Procedures 
4.1 Introduction 

4.1.1 This chapter sets out the overall government policy regarding 
disbursement of State finances, and the detailed operational procedures for all 
categories of disbursements, namely; 

1° Centralised disbursements.  

2° Direct cash transfers from the Treasury to the autonomous budget agencies in 
central government, local government districts/provinces, and donor funded 
projects (counterpart funding). 

3° Decentralised disbursements to third parties by the autonomous budget 
agencies.  

4° Disbursements under the imprest system. 

5° Earmarked transfers/grants. 

6° Disbursements in respect of public debt servicing. 

7° Payroll disbursements. 

8° Specific procedures at diplomatic missions.  

9° Disbursements from local government districts to lower-end government units 
such as hospitals, schools and prisons. 

4.2 Policy statement 
4.2.1 The State finances may be disbursed on only approved government 
programmes, for which Votes have been established in the annual budget 
appropriations. Specific prior authorisation of Parliament is required for any 
necessary disbursement not included in the approved annual budget appropriation. 
Such authorisation is in form of supplementary budget estimates. Any 
disbursements in form of advances must be in respect of activities, which are 
related to the approved government programmes.  

4.2.2 The persons entrusted with disbursing the State finances must 
underscore the principles of operational efficiency, economy, and value for 
money. This means that disbursements should be made without waste, funds 
should be utilised in the best possible way, and the expenditure should match the 
achieved performance objectives. 

4.2.3 Efficiency includes the speed with which disbursements are processed. 
Thus, unless with reasonable cause, in general the turnaround time for processing 
disbursements should not exceed eight consecutive working days from the date the 
supplier invoice is received/accepted at the relevant Budget Agency. This is 
particularly important to eliminate the possibility where suppliers whose invoices 
have been unduly delayed in payment processing may want to influence the speed 
of payment.  
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4.3 Summary of required key internal controls 

4.3.1 Any disbursement to any reporting entity may be made only upon prior 
written sanctioning of the Chief Budget Manager of that entity. The Chief Budget 
Manager of any reporting entity is personally answerable to Parliament, through 
its Public Accounts Committee, for the administration of the budget Vote for that 
entity. Consequently, the Chief Budget Manager is personally accountable for the 
use to which disbursements are applied.  

4.3.2 The Secretary to the Treasury is prevented from disbursing any funds 
to any person or entity unless such disbursement is supported with written 
authorisation from the Chief Budget Manager who has sanctioned the 
disbursement. 

4.3.3 The Chief Budget Manager for any entity is prevented from 
authorising any disbursement to any person or entity unless such disbursement is 
fully supported with appropriate documentation to justify the disbursement. 

4.3.4 The Chief Budget Manager as well as the Secretary to the Treasury are 
required to ensure that the activities, for which the disbursements are requested, 
are legitimate and within the approved government programmes, and that the 
relevant budget Vote has been committed/charged prior to the 
authorisation/approval of the disbursement. 

4.3.5 The Chief Budget Manager as well as the Accountant General are 
required to ensure that the disbursement is promptly and accurately recorded in the 
relevant books of account, and that the supporting documents are properly and 
securely kept. 

4.3.6 The Secretary to the Treasury as well as the Accountant General are 
required to maintain a record of the full names and specimen signatures of all the 
Chief Budget Managers, and each of the Chief Budget Managers is obliged to 
provide those particulars as required. The specimen signatures should be referred 
to in the process of the disbursement pre-audit procedures. 

4.3.7 It is essential that accounting for foreign exchange differences 
(losses/gains) should be centralised at MINECOFIN. Consequently, except for 
entities operating foreign currency accounts (e.g Projects), it is required that the 
Treasury directly settles any transaction denominated in a currency other than the 
Rwandese Franc.  

4.4 Centralised disbursements    

4.4.1 Whereas there is a general principle to decentralise transaction 
processing to the respective reporting entities, the Treasury retains the 
responsibility to directly settle most transactions on account of the central 
government ministries. Without exception, these include any foreign currency 
denominated transaction, particularly if such transaction would entail external 
remittance. The Autonomous reporting entities continue to settle their obligations 
directly through their own bank accounts.   
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Figure 2: Overview of the centralised disbursements procedures 

 

 

4.4.2 The successive steps for centralised disbursement procedures, which 
are summarised in Figure 4, are as follows: 

(i) At the time of issuing a Purchase Order, an expenditure commitment must 
be made (by the accountant). This is a smartgov-based procedure designed 
to ensure that without sufficient budgetary allocation for that expenditure 
category the Purchase Order may not be issued. This means that before a 
service contract/agreement is signed with a third party, the person 
entrusted with signing contracts/agreements on behalf of that government 
entity should first liaise with its finance department to ensure that there is 
sufficient budget to cover the contract price. After signing the 
contract/agreement, a copy should be forwarded to the finance department 
as the basis for expenditure commitment in smartgov. In other words, 
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each contract/agreement should have an associated smartgov generated 
Purchase Order number, which should be rubber stamped on the face of 
the contract/agreement document before its release to the contracting third 
party.  

(ii)  The finance department at each entity should maintain a register of 
supplier invoices to facilitate tracking of progress on settlement of 
liabilities - (this is also necessary for supplier/customer care). Upon 
receipt of the supplier invoice, the accountant at the entity verifies its 
legitimacy by performing the following pre-audit procedures: 

(a) Confirm that the services or goods being invoiced have been 
delivered. This may be done by requiring the employee who 
received the service or goods to endorse on the face of the invoice, 
or by attaching the related Goods Received Note. The employee 
giving the confirmation should affix a personal signature and 
indicate the date of that signature. The invoice must identify, among 
others, the details of services/goods supplied and the date of supply. 

(b) Ensure that all the required supporting documents have been 
attached. Examples of such documents include service 
contract/agreement with the supplier, copy of Purchase Order, and 
Goods Received Note. 

(c) Check compliance with the established tendering/procurement 
regulations. It should be noted that provided the services/goods have 
been duly delivered on strength of a bona fide Purchase Order, non-
compliance with tendering regulations cannot prejudice the 
settlement of the supplier invoice. Instead, such non-compliance 
must be brought to the immediate attention of the Accounting 
Officer for an appropriate administrative decision. An innocent 
supplier is not expected to know or to check compliance with those 
regulations because they are internal matters to the government 
entity.    

(d) Check that the invoice complies with the terms and conditions 
specified in the service contract/agreement. Reference should be 
made to the accuracy of quantities, prices, and invoiced amount. 

(e) Check that claim is not a duplication of an invoice earlier settled. 
The possibility of duplication is high whenever one or more of the 
following situations exist: 

�  The payment is being requested after an unreasonably long 
time after service/goods delivery;  

�  The invoice is submitted by fax, e-mail etc; 

�  The invoice is not on vendor headed paper; 

�  The invoices is an adaptation of the generic models found 
in the Microsoft –excel software or other software; 

�  The invoice claims to be an amendment after payment has 
been made; 
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�  There is a claim that the original invoice cannot be traced 

and therefore a photocopy is being used. 

(iii)  The accountant confirms that the expenditure had been committed, and 
that it has been properly allocated to the applicable expenditure ledger 
code/budget Vote. This is a smartgov-based procedure. In the unlikely 
event that the expenditure had not been committed, the accountant would 
commit the expenditure before proceeding to the next step. 

(iv) The accountant prepares a Payment Requisition in four copies (Form 1at 
end of chapter), attaches to it all the supporting documents, and forwards 
the Requisition, together with the attachments, to the Director responsible 
for finance function in that government entity. The Payment Requisition 
must contain the following information: 
�  Full particulars of the payee, services rendered or goods delivered, 

date of service or delivery, quantities involved; 

�  A checklist of the attached supporting documents; 

�  The budget Vote (ledger code) for the expenditure; and 

�  The originating government entity. 

The duplicate and triplicate copies of the Payment Requisition should be 
clearly marked to distinguish them from the original. A convenient way of 
doing this is to use rubber stamps with the marks “DUPLICATE – 
TREASURY COPY”, “TRIPLICATE – ENTITY COPY”, 
“QUADRUPLICATE – SUPPLIER COPY” in the event that the Payment 
Requisition is a smartgov-generated document instead of the usual pre-
printed stationery.   

(v) The Director verifies the Payment Requisition to ensure that the pre-audit 
procedures prescribed above has been properly performed and then 
approves it. Besides, the Director ensures that applicable deductions have 
been made - such as 3% withholding tax (on local supplies), and 20% 
withholding tax (imported services). The Director evidences the 
verification and approval by signing on the Payment Requisition.  

(vi) The Director then forwards the signed Payment Requisition, together with 
the attachments, to the entity’s Accounting Officer for authorisation. 
Before the authorisation, the Accounting Officer is required to ensure that 
all the prescribed pre-audit procedures have been performed. The 
Accounting Officer evidences the authorisation by signing on the Payment 
Requisition.  

(vii)  By virtue of their signatures, the signatories to the Payment Requisition 
acknowledge that they are personally responsible and accountable for the 
transaction covered by the Requisition, and that the subsequent signatures 
by cheque signatories do not transfer that accountability, whether wholly 
or in part. 

(viii)  The signed Payment Requisition (all copies), together with the 
attachments, is forwarded to MINECOFIN (Treasury Department) for 
further processing. Up till this step, it is expected that the turnaround time 
for any invoice within the originating entity should not exceed two (2) 
working days so long as the supporting papers are in order. 
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(ix) Upon receipt of the signed Payment Requisition (4 copies) and 

attachments, the assigned accountant in the Treasury Department arranges 
payment as follows: 

�  For a local supplier, prepares a BNR cheque in favour of the 
supplier for the net amount payable, and Withholding Tax (3%) 
Remittance Advice in quadruplicate (Form 2 at end of chapter) 
for the taxes deducted. The copies of the Remittance Advice are 
eventually distributed as follows: 

�  Original to supplier (evidence of advance 
profit tax paid); 

�  Duplicate to BNR (authority to effect 
payment);  

�  Triplicate to RRA (used to update 
taxpayer’s account in RRA ledger); and 

�  Quadruplicate retained by MINECOFIN 
(used to update general ledger).  

�  For an external supplier, prepares an External Remittance Advice 
(in quadruplicate), which is eventually distributed as follows: 

�  Original to BNR (authority to effect 
payment);  

�  Duplicate to supplier (evidence of 
remittance); 

�  Triplicate to RRA (evidence of 20% 
withholding tax deducted & remitted – 
required only on imported services); and 

�  Quadruplicate retained by MINECOFIN 
(used to update general ledger).  

(x) The accountant then forwards the cheque/Remittance Advices for 
signature, together with the supporting documents. Attention is drawn to 
the policy set out in section …of Volume 1 of this Manual regarding 
delegated authority for signing cheques.  

(xi) After signature, the cheque/Remittance Advices together with the entire 
pack of documents are returned to the accountant, who then marks the 
invoice together with the supporting documents as “PAID”. A convenient 
way to accomplish this is to use a cancellation rubber stamp with the 
following information imprinted: 

�  Cheque number; 

�  Date paid; 

�  Amount paid; 

�  1st Cheque signatory (name); 

�  1st Cheque signatory (name). 
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(xii)  After the settlement of the invoice the copies of the Payment Requisition 

are distributed as follows: 

�  The quadruplicate is sent to the supplier together with the cheque. 
The supplier presents the cheque to BNR/or own bankers for 
clearance. 

�  The triplicate copy of the Payment Requisition and the originals of 
the supporting documents are tacked together, and returned to the 
accountant of the originating entity. These documents are required 
for posting the transaction in the books of the originating entity 
and the subsequent financial audit. At the same time, the cheque is 
handed over to the accountant for onward delivery to the 
beneficiary supplier. 

�  The duplicate copy of the Payment Requisition is retained for use 
in posting the transaction in the books of MINECOFIN. It is 
optional to make and retain photocopies of the supporting 
documents. 

�  The original of the Payment Requisition is sent to BNR for 
execution and retention. It is important that this document is sent 
promptly to ensure its arrival in BNR before the supplier has 
presented the related cheque for clearance, because BNR cannot 
clear the cheque before sighting the Payment Requisition.   

Illustration 2: Centralised disbursements – recurrent 
expenditure 

On 10th March 2005, MINAGRI received an invoice for RwF 
15,000,000 from Primate Safaris, a company established in Kigali, for 
air tickets supplied during the previous two months to various public 
officials who travelled abroad. The necessary pre-audit procedures 
were completed on 13th March 2005 and a payment request sent to 
MINECOFIN (Treasury) on the same day. After completion of 
necessary procedures, on 15th March 2005 the Treasury drew a cheque 
payable to Primate Safaris for the amount due less the 3% withholding 
tax (WHT) required by the tax law on any transaction with 
government. A Tax Remittance Advice was also issued in favour of the 
payee. The cheque, together with the supporting documents was 
delivered to MINAGRI on the same day, at the same time a copy of the 
Tax Remittance Advice was sent to RRA. The following day, 
MINAGRI handed the cheque to the payee together with the original of 
Tax Remittance Advice. On the same day, Primate Safaris deposited 
the cheque at Bank of Kigali for onward transmission to BNR for 
clearance. On 18th March 2005, BNR cleared the cheque, transferred 
the tax proceeds from Treasury’s onto RRA’s account, and issued a 
Debit Advice to the Treasury and a Credit Advice to RRA. The ledger 
entries for the above transaction are as follows: 

In the books of the Treasury (smartgov Cashbook Module) 

15th March 2005: Dr MINAGRI control a/c RwF 15,000,000 
   Cr Bank account  RwF 14,550,000 
   Cr RRA control a/c – 3% WHT RwF 450,000 
 
18th March 2005: Dr RRA control a/c – 3% WHT RwF 450,000 
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   Cr Bank account   RwF 450,000 
 

In the books of MINAGRI (smartgov General ledger Module) 

15th March 2005: Dr Travel expenses    RwF 15,000,000 
   Cr Treasury control a/c  RwF 15,000,000 
NB. In case of accruals accounting, the above entry would be posted 
via the smartgov Suppliers Module as the associated invoice would 
have been posted therein. 

In the books of RRA  

15th March 2005: Dr Treasury control – 3% WHT RwF 450,000 
   Cr 3% withholding tax revenue RwF 450,000 

18th March 2005: Dr Bank account    RwF 450,000 
   Cr Treasury control – 3% WHT RwF 450,000 

 

Illustration 3:  External remittances  - capital Expenditure  

On 10th March 2005, MININFRA received an invoice for USD 50,000 
from Dell Ltd, a company established in the USA, for computers 
supplied. The necessary pre-audit procedures were completed on 13th 
March 2005 and a payment request sent to MINECOFIN (Treasury) on 
the same day. After completion of necessary procedures, on 15th March 
2005 the Treasury issued External Remittance Advice to BNR 
(applicable exchange rate: 1 USD = RwF 558.2050). On 18th March 
2005, BNR executed a SWIFT transfer to Dell’s bankers in New York, 
at a time when the exchange rate had risen to 1 USD = RwF 560.2050. 
The BNR’s Debit Advice sent to the Treasury showed a charge of RwF 
15,000 for the SWIFT service. The ledger entries for the above 
transaction are as follows: 

In the books of the Treasury (smartgov Cashbook Module) 

15th March 2005: Dr MININFRA control a/c RwF 27,910,250 
   Cr Bank account   RwF 27,910,250 
 
18th March 2005: Dr Exchange losses  RwF 100,000 
   Dr Bank charges  RwF 15,000 
   Cr Bank account  RwF 115,000 

In the books of MININFRA (smartgov General ledger Module) 

15th March 2005: Dr Computer equipment  RwF 27,910,250 
   Cr Treasury control a/c   RwF 27,910,250 
 
Note: The above asset purchase would be reflected in the fixed assets 
register maintained by MININFRA. 
 

 

Illustration 4:  Deposits/advances 

Using the information in illustration in 2, let us assume that 50% of the 
invoice price (RwF 7,500,000) had been paid at the time of booking the 
air tickets on 20th January 2005. The ledger entries for the advance 
payment would be as follows. Note that the 3% withholding tax would 
be deducted from the final payment. 
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In the books of the Treasury (smartgov Cashbook Module) 

20th January 2005: Dr MINAGRI control a/c RwF 7,500,000 
   Cr Bank account   RwF 7,500,000 
 

In the books of MININFRA (smartgov General ledger Module) 

20th January 2005: Dr Advances/Primate Safaris RwF 7,500,000 
   Cr Treasury control a/c   RwF 7,500,000 

15th March 2005: Dr Travel expenses  RwF 7,500,000 
   Cr Advances/Primate Safaris RwF 7,500,000 
 

Illustration 5:  Transfers to international organisations 

On 10th April 2004, MINECOFIN received an invoice of USD 10,000 
from COMESA in respect of annual membership subscription covering 
the period from 1st July 2004 to 30th June 2005. The Treasury issued 
External Transfer Advice to BNR on 1st May 2004 at a time the 
exchange rate was 1 USD = 490.0000. The associated cash transfer 
(SWIFT) was effected on 10th May 2004 when the exchange rate was 1 
USD = RwF 485.0000. The associated BNR bank charges were RwF 
15,000. The ledger entries would be as follows.  

In the books of the Treasury (smartgov Cashbook Module) 

1st May 2004: Dr Subscriptions/COMESA RwF 4,900,000 
   Cr Bank account   RwF 4,900,000 

In the books of the Treasury (smartgov General ledger Module) 

10th May 2004: Dr Bank account  RwF 50,000 
   Cr Exchange gains   RwF 50,000 

10th May 2004: Dr Bank charges  RwF 15,000 
   Cr Bank account  RwF 15,000 

4.5 Cash transfers to Autonomous Reporting Entities 

4.5.1 The Autonomous Reporting Entities are permitted to keep and operate 
bank accounts, into which the Treasury transfers funds from time to time. Those 
bank accounts may be in the National of Rwanda or local commercial banks. In 
the case of diplomatic missions, the bank accounts are maintained in external 
commercial banks. The chief budget managers at the diplomatic missions must 
ensure that the accounts are maintained only in banks of repute.  
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Figure 3: Overview - Transfers to autonomous reporting entities 

 
 

4.5.2 Reference should be made to Figure 5, which summarises the 
procedures for cash transfers to autonomous reporting entities. The successive 
steps are as follows: 

(i) Each entity should prepare a routine liquidity report showing the 
situation of bank and cash balances and relate it to the obligations of the 
entity. In the event that the liquidity report reflected a need to replenish 
the bank accounts, the accountant checks whether the entity’s budget 
appropriations (Votes) have not been exhausted. If appropriations have 
been exhausted replenishments may not be possible. In the case of 
counterpart funds for specific donor funded projects, reference should be 
made to the enabling agreement between the donor and government. 
Such agreement usually prescribes the amounts and intervals for 
transferring cash to the specific project.  
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(ii)  The accountant prepares the Requisition for Cash Transfer (Form 2 at 

end of chapter) and forwards the same for the approval and authorisation 
of the Director responsible for finance and the Chief Budget Manager 
respectively. The Requisition must be supported by a summary cash flow 
forecast in the format illustrated below, which must be signed by the 
Chief Budget Manager as evidence of his/her certification and approval. 
The illustration assumes replenishment on a monthly basis and should be 
adjusted in case of different intervals. 

Date Details RwF 

10-04 -06 Bank & cash balances – (as per previous 
Requisition) 

1,000 

12-04 -06 Cash transfer – previous 15,000 

 Other sources of cash – (list sources) 2,000 

 Available cash 18,000 

 Expenditure during period (list by appropriation) (17,600) 

15-04-06 Bank & cash balances – to date 400 

 Obligations – within one month (list by 
appropriation) 

(20,000) 

30-04-06 Cash transfer requested 19,600 

 

Date:…………………………….Approved by:……………………….. 

Note: It is possible that a budget agency may question the need for submission 
of the above report particularly because the Transfer/Subsidy being requisitioned 
is already part of the approved budget for the entity. The entity should appreciate 
that the above report is useful to the Treasury department for its liquidity 
management function. The report is therefore not intended to control expenditure 
but simply for treasury management. 

(iii)  The Requisition for Cash Transfer is then forwarded to MINECOFIN 
(Treasury) for verification and approval. The verification entails the 
following: 

�  Confirming that the budget appropriations (Votes) for the period 
have not been exhausted.  

�  Confirming availability of sufficient cash cover for the amount 
requested in relation with other cash needs (prioritisation is the 
issue here). 

�  Confirming that the entity is up to date as regards submission of 
the routine financial reports for the prior periods. 

(iv) Upon completion of verification and approval, Cash Transfer Advice in 
duplicate (Form 5 at end of chapter) is forwarded to BNR. The Cash 
Transfer Advice is signed with due regard to the policy set out in section 
…of Volume 1 of this Manual regarding delegated authority for signing 
cheques. 
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(v) Upon receipt of the Cash Transfer Advice, BNR transfers the authorised 

amount onto the entity’s bank account and sends debit advice to 
MINECOFIN with a copy to the entity for use in updating its ledgers. 

Illustration 6:  Cash transfers to autonomous entities 

Using the information in paragraph 4.5.2 (ii), and assuming that the 
requested cash (by the Auditor General’s Office – AGO) was remitted 
on 2nd May 2006, the ledger entries would be as follows.  

In the books of the Treasury (smartgov Cashbook Module) 

12th April 2006: Dr AGO control - transfers a/c RwF 15,000 
   Cr Bank account   RwF 15,000 

2nd May 2006: Dr AGO control - transfers a/c RwF 19,600 
   Cr Bank account   RwF 19,600 
 

In the books of the AGO (smartgov Cashbook Module) 

12th April 2006: Dr Bank account  RwF 15,000 
   Cr Treasury transfers  RwF 15,000 

Transaction dates: Dr Expense accounts  RwF 17,600 
   Cr Bank account  RwF 17,600 

2nd May 2006: Dr Bank account  RwF 19,600 
   Cr Treasury transfers  RwF 19,600 
 

4.5.3 Subject to certain conditions, the Central Government may subsidise 
the operations of a public enterprise such as ELECTROGAZ, ONATRACOM or 
OCIR THE. The subsidy may be directed at financing an operational deficit or 
additional capital development (construction of facilities or acquisition of fixed 
assets). It is not required that the detailed expenditure lines on which the subsidy is 
utilised be recorded in the account books of the Central Government. For the 
purposes of consolidated financial reporting in Central Government, it suffices to 
report a single line item called “subsidy/grant”- as the case may be. The detailed 
expenditure lines appear in the account books of the public enterprise. The book 
entries for such subsidies/grants are illustrated as follows: 

Illustration 7:  Subsidies/grants to public enterprises 

In the past few years, ELECTROGAZ has been faced with financial 
difficulty due to various operational reasons. Yet, the organisation 
needs to expand its capacity to generate electricity to match the 
increasing demand. Consequently, the central government budget for 
the year 2006 includes a subsidy to ELECTROGAZ totalling RwF 600 
million, partly to cover its day-to-day running costs (RwF 150 million) 
and partly to finance the overhaul of its turbines (RwF 450 million). 
Whilst the operational subsidy was directly transferred to 
ELECTROGAZ on 10th June 2006, on 20th June 2006, the 
rehabilitation cost was paid directly to XYZ Ltd (via BNR), a firm 
established in UK, which overhauled the turbines. The ledger entries 
would be as follows (ignore the entries for BNR charges & exchange 
differences).  
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In the books of the Treasury (smartgov Cashbook Module) 

10th June 2006: Dr Subsidies/ELECTROGAZ   RwF 150 M 
   Cr Bank account    RwF 150 M 
 
20th June 2006: Dr Capital grant/ELECTROGAZ RwF 450 M 
   Cr Bank account    RwF 450 M 

4.6 Decentralised disbursements 

Figure 4: Overview of procedures for decentralised disbursements 

 

4.6.1 The procedures set out under paragraph 4.1.1 for centralised 
disbursements are generally applicable for payments under this section. The key 
difference is that the disbursements are entirely handled and concluded at the 
Budget Agency, except for transactions denominated in foreign currency, which 
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need to be submitted to the Treasury. The relevant accounting entries are 
illustrated below. 

Illustration 8: Decentralised disbursements - recurrent 
expenditure 

We assume that the transaction in illustration 2 concerned the Human 
Rights Commission (HRC), an autonomous reporting entity. The 
ledger entries would be as follows:  

In the books of HRC 

On payment: Dr Travel expenses  RwF 15,000,000 
   Cr Bank account   RwF 14,550,000 
   Cr RRA control a/c – 3% WHT RwF 450,000  
 
BNR debit advice: Dr RRA control a/c – 3% WHT RwF 450,000 
   Cr Bank account  RwF 450,000 

In the books of Rwanda Revenue Authority (RRA) 

On receipt of tax remittance 
Advice – 3% withholding tax 
   Dr HRC control a/c  RwF 450,000 
   Cr 3% withholding tax revenue RwF 450,000  
 
BNR debit advice: Dr Bank account  RwF 450,000 
   Cr HRC control a/c  RwF 450,000 
 

 

4.7 Cash imprest system 

4.7.1 Technically, an imprest is an advance to the payee on condition that 
the payee would subsequently submit satisfactory accountability for any 
expenditure to which the advance has been defrayed. The accountability must 
include the detailed supporting documents for the expenditure, such as third party 
invoices, Receipts notes etc. Without such accountability, the payee could be 
required to refund the cash advanced.  

4.7.2 The imprest system is applicable to the petty cash system and, in the 
interim pending full implementation of fiscal decentralisation, on earmarked funds 
(conditional grants) destined to local governments, such as grants to procure 
school classrooms, district health centres, medical supplies, or school teachers’ 
salaries. The procedures for these disbursements are explained in the ensuing 
paragraphs. 

 

Petty cash system 

4.7.3 Each reporting entity may requisition, from the Treasury, specific 
funds to establish a petty cash fund at the entity. The transfer from Treasury to the 
entity is charged directly to the beneficiary entity’s contra account (in the books of 
the Treasury). 
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Figure 5: Overview of petty cash system 

 

4.7.4 Each reporting entity maintains a petty cash fund of RwF XXX to 
cover expenditure of nominal nature with value not exceeding RwF 20,000 in any 
single transaction. Usually, the petty cash fund proceeds are kept in the office cash 
safe under lock and key at all times. The entity must assign a specific accountant 
to administer the fund. The cheque establishing or replenishing the petty cash fund 
is recorded as an advance to the payee until fully accounted for. The 
accountability for such advance must be properly supported by the related 
documents justifying the expenditure to which the imprest has been defrayed. The 
responsibility to ensure proper accountability of the imprest rests with the chief 
budget manager of the entity. 

4.7.5 For any expenditure from the petty cash fund, a Petty Cash Warrant 
(Form 6 at end of chapter) must be filled and properly authorised.  
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4.7.6 Practically, expenditure from the petty cash fund are disbursed directly 
to particular employees of the government entity who are, by routine of their 
work, responsible for the procurement of those items covered by the fund. Thus, 
the Petty Cash Warrant will show the employee as the “payee”. To ensure sound 
internal control, the accounting officer must ensure that the “payee” has accounted 
for the advance within two working days after the date of disbursement. Any 
amounts not properly accounted for or unsupported may be charged to the 
personal account of the “payee”. Similarly, the chief budget manager may be 
personally charged with such amounts in the event of failure to execute his/her 
responsibility. 

4.7.7 Replenishment of petty cash fund is subject to prior satisfactory 
accountability of the previous advances. Ratification of the accountability report, 
by the accounting officer of the beneficiary entity, is prima-facie evidence of 
satisfactory accountability of the advance to which the report refers.  

4.7.8 Every public officer entrusted with the petty cash fund should keep a 
file containing all documentation relating to the petty cash disbursements, filed in 
chronological order/serial numbering of Petty Cash Warrants.  

Illustration 9: Petty cash accounting 

On 10th June 2006, MINECOFIN (finance dept) submitted a petty cash 
replenishment request to the Treasury for RwF 200,000. The request was duly 
approved and on 14th June 2006, the Treasury issued cash transfer instruction to 
BNR on the basis of which BNR transferred RwF 200,000 from the Treasury 
account No. 110.00.00 to MINECOFIN’s account No. 120.13.26 – transaction 
date: 15th June 2006. On the same day, RwF 100,000 was drawn from BNR and 
kept into the office cash safe. On 16th June 2006, a Petty Cash Warrant for RwF 
10,000 was duly approved payable to Ms Chantal, a procurement assistant in 
the Administration Dept at MINECOFIN. The cash was paid to Chantal on the 
same day. On 18th June 2006, Chantal submitted accountability and supporting 
documents showing that the cash was spend on stationery purchases. The 
ledger entries for the above transactions are as follows: 

In the books of the Treasury (smartgov Cashbook Module) 

14th June 2006: Dr MINECOFIN control a/c- transfers  RwF 200,000 
  Cr Bank account (100.00.00)   RwF 200,000 

In the books of MINECOFIN Finance Dept. (smartgov Cashbook Module) 

15th June 2006: Dr Bank account (120.13.36)  RwF 200,000 
  Cr Treasury transfers   RwF 200,000 
 
15th June 2006: Dr Petty cash account    RwF 100,000 
  Cr Bank account (120.13.36)  RwF 100,000 
 
16th June 2006:  Dr Petty cash advance (Chantal)  RwF 10,000 
  Cr Petty cash account   RwF 10,000 
 
(smartgov General Ledger Module – use journal voucher) 
18th June 2006: Dr Stationery expense   RwF 10,000 
  Cr Petty cash advance (Chantal)  RwF 10,000 
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Earmarked funds/transfers (conditional grants) 

4.7.9 The most key element of earmarked funds is that the concerned sector 
ministry is directly accountable for such funds and not the ultimate end-user such 
as a local government district or entity for example, a district hospital that has 
benefited from the funds. This is because the current practice requires the ministry 
to be the contracting party with the service providers. As long as this practice 
subsists, the flow of earmarks funds from the Treasury will follow the centralised 
disbursement arrangement explained in section 4.4. Upon the requisition of the 
ministry, the funds would be paid directly to the service provider. In this case, the 
role of the ultimate end-user or concerned local government district would be to 
confirm delivery of the services/goods, as the basis for settlement of the associated 
invoices. Note that this arrangement would have implications for budget 
preparation (you can only account for what exists in your budget). Therefore, it 
would be expected that such earmarked funds fall under the jurisdiction of the 
ministry’s Chief Budget Manager (in the ministry’s budget appropriations).  

4.7.10 However, upon the full implementation of the on-going fiscal 
decentralisation, the concerned local government district and/or the end-user 
would take-on the role of contracting party with the service providers. In this case, 
the earmarked funds would fall under the jurisdiction of the Chief Budget 
Manager of the concerned local government district and the Treasury would 
directly transfer those funds to the local government. Accordingly, the Chief 
Budget Manager would be directly accountable for those funds. The local 
government district would therefore be required to keep detailed records (books of 
account) of the financial transactions as well as the associated supporting 
documents in original form. The role of the sector ministry would focus on 
monitoring the non-financial operational performance indicators.  

4.7.11 In the interim, while fiscal decentralisation in partially operational, a 
variant of the above arrangements could be a form of imprest system. The sector 
ministry would remain accountable for the earmarked funds, which would 
therefore fall under the budget appropriations of that ministry. However, to 
promote operational efficiency, the Treasury would transfer the cash directly to 
the local government district and advise the sector ministry about the cash 
despatch. This information would be critical for follow-up and/or reconciliation 
between the ministry and the district. The contracts with the service providers 
would be a joint responsibility of the local government district and the sector 
ministry. The district would be accountable to the sector ministry for the usage of 
the funds. The most convenient method to accomplish this task would be to 
maintain a carbonised cashbook, which would be submitted to the ministry on a 
monthly basis (see Figure 9 for a model), together with the originals of the related 
supporting documents. The district would not be required to maintain a general 
ledger in respect of the transactions of earmarked funds. The sector ministry 
would then use the cashbook and supporting documents to enter the transactions 
into its general ledger. It would be the responsibility of the Chief Budget Manager 
of the sector ministry to ensure that the cashbook and supporting documents 
submitted by the district are satisfactory.   

Illustration 10:  Earmarked funds/transfers 

The State budget for the fiscal year 2005 included RwF 150 million 
earmarked for the rehabilitation of the surgical theatre at Nyagatare district 
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hospital. Upon a requisition from the MINISANTE, on 15th July 2005, the 
Treasury settled an invoice of RwF 80 million from City Engineers Ltd who 
had done the works at the hospital. Ignore 3% withholding tax. (NB for 
centralised disbursements refer to illustration 2). 

(i) Under full fiscal decentralisation, the cash is transferred to Nyagatare 
district, which is accountable, and the ledger entries are as follows: 

In the books of the Treasury (smartgov Cashbook Module) 

15th July 2005: Dr Nyagatare district - transfers RwF 80 M 
   Cr Bank account  RwF 80 M 

In the books of Nyagatare district  

15th July 2005: Dr Bank account   RwF 80 M 
   Cr Treasury transfers  RwF 80 M 

(Creditor is paid) Dr Civil works - buildings RwF 80 M 
   Cr Bank account  RwF 80 M 

 

(ii) Under imprest system, the cash is transferred to Nyagatare district, but 
MINISANTE is accountable, and the ledger entries are as follows: 

In the books of the Treasury (smartgov Cashbook Module) 

15th July 2005: Dr MINISANTE control a/c - transfers RwF 80 M 
   Cr Bank account   RwF 80 M 

In the books of MINISANTE  

15th July 2005: Dr Cash in transit - Nyagatare RwF 80 M 
   Cr Treasury transfers  RwF 80 M 

(Receipt of Nyagatare 
Cashbook)  Dr Civil works - buildings RwF 80 M 
   Cr Cash in transit - Nyagatare RwF 80 M 

4.8 Payroll disbursements 

4.8.1 Currently, the payroll system, which is managed by the ministry of 
public service and labour (MIFOTRA), is not electronically interfaced with the 
smartgov financial system. Besides, payrolls for certain categories of government 
personnel are prepared outside MIFOTRA, which further complicates the 
electronic interface. Consequently, the posting of payroll transactions into 
smartgov is done manually via general ledger posting journals. 

4.8.2 Each month, the payroll section in MIFOTRA is required to obtain 
from each government ministry any changes in personnel particulars, and update 
the pay sheets accordingly. The payrolls are initially prepared in draft subject to 
verification by the persons responsible for payroll matters in each of the 
ministries. The confirmed payrolls are then forwarded to MINECOFIN for further 
verification and processing. The person performing the verification is required to 
sign on it and to state the words “checked for accuracy and correctness”. The 
following procedures should be observed: 

(i) Payroll - Payrolls should be prepared in duplicate and batched according 
to the Division/Department in the relevant budget entity. An 
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accompanying  “Summary Sheet” should be prepared showing summary 
totals of the amounts in each column of the payroll. The accountant 
preparing the payroll, as well as the Director of Finance and Accounting 
Officer in the budget entity, should sign each page of the payroll to 
evidence their approval/authorization of the payroll contents. The 
Originals and duplicate copies of the payroll are forwarded together to 
the Accountant General. After being stamped ‘‘Paid” and insertion of the 
date and number of the associated Payment Order (payment instruction), 
the duplicate copies are returned to the originating budget entity for use 
in posting into the entity’s general ledger. 

(ii)  Deduction schedules – There should be summary schedules for each 
type of payroll deductions for each budget entity. These schedules must 
be summated in duplicate together with the payrolls. After being stamped 
‘‘Paid” and insertion of the date and number of the associated Payment 
Order (payment instruction), the duplicate copies are returned to the 
originating budget entity for use in posting into the entity’s general 
ledger. 

(iii)  Banking Lists – All salaries must be paid via personal bank accounts of 
the beneficiaries. Thus, banking lists showing the particulars of the each 
employee’s bank account to which the salary dues are to be remitted 
should be annexed to each payroll. The banking lists provide the 
Treasurer and BNR with handy information on the amounts to be 
remitted to each bank account. After being stamped ‘‘Paid” and insertion 
of the date and number of the associated Payment Order (payment 
instruction), the duplicate copies are returned to the originating budget 
entity for use in posting into the entity’s general ledger. 

(iv) Pay slips – Each person receiving a salary is entitled to a pay slip, which 
in effect replicates the information on the payroll concerning that person. 
The pay slips should be distributed to the beneficiaries as soon as the 
salary payment instructions are issued to BNR. 

(v) Autonomous budget entities – autonomous budget entities should make 
own arrangements along similar lines to those above. 

4.8.3 The Accountant General is required to ensure that sums due on 
personal loans or advances, such as housing or vehicle loans, which are to be 
recovered at source from monthly salaries, have in fact been deducted from the 
gross pay before the pay sheets are forwarded to the Treasurer for processing net 
salary payable. Each person from whom the loans or advances are due have got an 
equal duty and responsibility to ensure that the sums due are deducted at source 
before the receipt of the monthly net pay. If the sums due are not so deducted for 
any reason, the borrower is required forthwith to make remittance to the Treasury 
of the amount due. 

4.8.4 The Accountant General is required to ensure that all statutory 
deductions at source, such as personal taxes, contributions to social security, 
RAMA & FARG, have been effected before the pay sheets are forwarded to the 
Treasurer for processing net salary payable. 

4.8.5 Whenever a public officer is transferred from one budget entity to 
another during a financial year, the salary prior to the change should be charged to 



 
Chapter 4: Disbursements procedures 
 

- 41 - July 2006 

Draft 
the budget Vote of the budget entity from which the officer has been transferred, 
and the new salary charged to the budget Vote of the entity to which the officer is 
transferred. 

4.8.6 In view of the cash basis of accounting, salary dues are settled by no 
later than 30th day of the month during which the salaries were earned.  

Illustration 11: Payroll accounting 

During the month of March 2006, the gross salaries payable to the 
public officers under the Ministry of Health totalled RwF 100,500,450. 
Government had advanced money to some of the officers to procure 
personal residential houses and vehicles, of which RwF 2,000,000 and 
RwF 3,000,000 respectively were recoverable during the month. Other 
payroll deductions at source were: personal taxes (TPR) – RwF 
15,300,000, CSR – RwF 3,015,000, RAMA – RwF 2,500,000 and 
FARG – RwF 1,005,000. As the employer, Government contributes 
RwF 5 for every RwF 3 of personal (officer) contribution to CSR and 
likewise RwF 85 for every RwF 15 personal contribution to RAMA. 
The ledger entries for the above transactions are as follows: 

In the books of MINECOFIN Public Accounts Dept. (smartgov general 
ledger Module – use posting journal) 

30th March 2006: Dr MINISANTE control a/c RwF 100,500,450 
   Cr Salaries Payable  RwF 100,500,450 

30th March 2006: Dr Salaries payable  RwF 95,500,450 
   Cr Bank account   RwF 54,488,783 
   Cr RRA control a/c   RwF 15,300,000 
   Cr CSR control a/c  RwF 8,040,000 
   Cr RAMA control a/c  RwF 16,666,667 
   Cr FARG control a/c  RwF 1,005,000 

 (smartgov Receivables Module – personal account of officer) 

30th March 2006: Dr Salaries payable  RwF 5,000,000 
   Cr Housing loans receivable RwF 2,000,000 
   Cr Vehicle loans receivable RwF 3,000,000 

 (smartgov Cashbook Module – upon transfer instruction) 

30th March 2006: Dr RRA control a/c   RwF 15,300,000 
   Dr CSR control a/c  RwF 8,040,000 
   Dr RAMA control a/c  RwF 16,666,667 
   Dr FARG control a/c  RwF 1,005,000 
   Cr Bank account  RwF 41,011,667 

In the books of MINISANTE (smartgov general ledger Module – use 
posting journal) 

30th March 2006: Dr Salary expenditure  RwF100,500,450 
                           (Each employee category  

                                           stated separately – refer to  
                                           chart of accounts codes) 
   Cr Treasury control a/c  RwF 100,500,450 
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In the books of RRA  

30th March 2006: Dr Treasury control a/c - TPR RwF 15,300,000 
   Cr Revenue account (TPR) RwF 15,300,000 

30th March 2006: (Upon Credit Advice from BNR) 
   Dr Bank account   RwF 15,300,000 
   Cr Treasury control a/c - TPR RwF 15,300,000 

In the books of CSR 

30th March 2006: Dr Treasury control a/c  RwF 8,040,000 
   Cr Member contributions RwF 8,040,000 

30th March 2006: (Upon Credit Advice from BNR) 
   Dr Bank account   RwF 15,300,000 
   Cr Treasury control a/c  RwF 15,300,000 

In the books of RAMA 

30th March 2006: Dr Treasury control a/c  RwF 16,666,667 
   Cr Member contributions RwF 16,666,667 

30th March 2006: (Upon Credit Advice from BNR) 
   Dr Bank account   RwF 16,666,667 
   Cr Treasury control a/c  RwF 16,666,667 

In the books of FARG 

30th March 2006: Dr Treasury control a/c  RwF 1,005,000 
   Cr Contributions – govt staff RwF 1,005,000 

30th March 2006: (Upon Credit Advice from BNR) 
   Dr Bank account   RwF 1,005,000 
   Cr Treasury control a/c  RwF 1,005,000 

  

4.9 Specific procedures for Rwanda diplomatic missions  
 
[To draft after visit to an embassy] 
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4.10 From local government districts to lower-end spending units 

4.10.1 The cash transfers from districts to the lower-end entities such as 
hospitals, schools, prisons, and community development funds (CDF) projects are 
strictly on imprest basis. Fundamentally, those recipients are not “Budget 
Agencies” as defined by the Organic Law on State Finances and Property. The 
recipients are therefore not required to keep general ledgers. They are, however, 
required to keep a carbonised cashbook (Figure 9) showing the details of all their 
receipts and expenditure. At the end of each month, the original pages of that 
cashbook together with the detailed supporting documents are submitted to the 
district finance/accounts department for verification, approval and use in posting 
the transactions in the general ledgers of the district – which is the recognised 
“Budget Agency” or reporting entity for those transactions. It is important that for 
each bank account operated a separate cashbook is kept. 

4.10.2 The reconciliation statement for each bank account is also submitted to 
the district together with the cashbook.  

Figure 6: Model cashbook for district schools/hospitals/prisons  
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4.10.3 Subsequent cash transfers to the lower-end units are subject to prior 
approval, by the district’s Executive Secretary, of the contents of the prior month’s 
cashbook. 

Illustration 12: Transfers to district schools, hospitals & prisons 

We assume that the transactions in Figure 9 were entered into between 
KAYONZA district (Eastern Province) and GAHINI secondary school 
located in that district. In addition, we assume that during the month the 
district had signed a contract with ABC Ltd to supply a photocopier to 
Gahini S.S, for which the district directly paid RwF 600,000 28th May 
2006 on behalf of the school. The ledger entries for the above transactions 
are as follows (Note: GAHINI secondary school would be required to keep 
only the cashbook in the format of Figure 9): 

In the books of KAYONZA district  

4th May 2006: Dr Gahini S.S (advance a/c) RwF 1,000,000 
   Cr Bank account  RwF 1,000,000 

5th May 2006: Dr Gahini S.S (advance a/c) RwF 500,000 
   Cr Bank account  RwF 500,000 
 
28th May 2006 Dr Office Equipment -   RwF 600,000 
  Cr Bank account  RwF 600,000 

31st May 2006: Dr Bank a/c – Gahini S/School  RwF 300,000 
   Cr Tuition fees – Gahini S.S  RwF 300,000 

31st May 2006: Dr Capitation grant/ Gahini S.S  RwF 20,000 
   Cr Gahini S.S (advance a/c)  RwF 20,000 

31st May 2006: Dr Scholastic supplies/ Gahini S.S RwF 15,000 
   Cr Gahini S.S (advance a/c)  RwF 15,000 
 
This means that at the end of the month, the district books would show 
RwF 980,000 to be accounted for by Gahini S.S in respect of Capitation 
Grant advances and RwF 485,000 in respect of advances for operational 
funds. The photocopier would be reflected in the fixed assets register 
maintained at the district – as a government asset located at Gahini 
Secondary School. 

4.11 The 13th month transactions 

4.11.1 The cash basis ledgers leave out the expenditure commitments 
represented in outstanding liabilities as at 31st December of the financial year. The 
13th month concept permits integration of the outstanding liabilities, and thus 
underlying expenditure, into the financial statements of the year during which the 
liabilities are incurred. Effectively, this is a limited modification of the cash basis 
of accounting, and entails applying “accrual basis” for those outstanding 
liabilities. The 13th month practice is illustrated as follows: 

Illustration 13: Accounting for 13th month transactions 

On 14th November 2005, the Office of the Auditor General signed a contract 
with ABC Certified Public Accountants to audit, on its behalf, the financial 
statements of Rwanda Revenue Authority for the year ending 31st December 
2005, at a fee of RwF 20 million. ABC started their interim audit during 
December 2005. As the draft financial statements were obviously available 
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after 31st December 2005, the final audit report was delivered in March 2006 
and the fee invoice settled thereafter via centralised processing at 
MINECOFIN. The appropriate ledger entries are as follows: 

In the books of Office of the Auditor General  

31st December 2005: Dr Audit fees   RwF 20 M 
   Cr Creditors - ABC  RwF 20 M 
 
31st March 2006: Dr Creditors – ABC  RwF 20 M 
   Cr Treasury control a/c  RwF 20 M 
 

In the books of the Treasury - MINECOFIN  
 
31st March 2006: Dr Auditor General control a/c RwF 20 M 
   Cr Bank account   RwF 20 M 

4.11.2 It should be noted that the ledger entry at 31st March 2006 would have 
no implications for the preparation of the Income & Expenditure budget for the 
2006 financial year, as it is simply a balance sheet issue. The RwF 20 million 
would have been budgeted for the financial year 2005 and thus accounted for as 
such. There would, however, be implications for cash flow planning, which is 
simply a liquidity issue. 

4.11.3 The recognition of the 13th transactions would minimise “arrears” 
accounting. In effect, arrears represent various expenditure heads for prior 
financial year and needs to be accounted for as such. Arrears accounting is not 
appropriate because it distorts comparison between actual expenditure and the 
corresponding budget. Besides, arrears accounting could encourage expenditure in 
excess of approved budget because, after all, such expenditure would be 
“committed” in the accounting system in the subsequent year’s accounts.  
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Form 4: Payment Requisition 
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Form 5: Withholding Tax (3%) Remittance Advice 
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Form 6: External Remittance Advice 
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Form 7: Requisition for Cash Transfer 
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Form 8: Cash Transfer Advice 
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Form 9: Petty Cash Warrant 
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Chapter 5: Bank and Cash accounts 

 
5.1 Accounting policy 

5.1.1 Bank and cash accounts denominated in foreign currencies are recorded in the 
ledgers in original currency. Unless realised, exchange differences on conversion to the 
Rwandese franc are not recognised in books. Consequently, the bank and cash balances 
denominated in foreign currencies are not revalued regardless of any fluctuations in 
exchange rates. 

5.2 Bank account reconciliation procedures 

5.2.1 Bank reconciliation entails matching the entries in the cashbook, maintained by 
a Budget Agency or the Treasury, with the corresponding entries in the associated 
statement of account (bank statement) issued by the banker. It is required that the bank 
accounts be reconciled on a daily basis. The purpose of reconciling the two records is 
to: 

1° Identify the transactions processed by the banker without the prior record in the 
cashbook. Such transactions include the following: 

(a) Direct standing instructions such as scheduled repayment of Treasury Bills & 
interest thereon. 

(b) SWIFT3 and other bank charges. 

(c) Exchange differences arising on external remittances. 

(d) Third party cheques/remittances made directly into the bank – for example tax 
cheques on account, or remittances from donors. 

(e) Direct transfers from the Treasury account into the bank account of the Budget 
Agency. 

Upon identification, those transactions should be brought to the immediate 
attention of the Chief Budget Manager, or his/her designate, for appropriate action 
before porting into the cashbook. 

2° Identify transactions entered into the Budget Agency’s/Treasury’s cashbook, which 
the bank has not yet processed. Those include: 

(a) Outstanding payment orders (PO) or cheques issued to third parties. 

(b) Cash/cheque deposited with the banker but not yet posted to the bank account. 
These will mainly comprise of deposits towards the end of the working day, 
and any delays beyond one day should be investigated.  

3° Identify any posting errors in the cashbook/bank statement. Such errors should be 
investigated and immediately rectified. In unusual circumstances, such errors may 
be due to irregularities such as fraud, in which case the matter would be brought to 
the immediate attention of the Chief Budget Manager for appropriate action. 

4° To prevent the possibility of issuing cheques without sufficient cash cover.  

                                                
3 SWIFT = charges on external remittances 
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5.2.2 The bank reconciliation culminates into a bank reconciliation statement 
using the model set out in Figure 8 below. 

It should be noted that where the Budget Agency is under the 
Single Treasury Account system the cashbook and bank 
statement balances would each be zero, and the total debits 
(withdrawals) from the account would have compensatory credits 
into the bank account. For the Budget Agency, the bank account 
would be simply “a convenient accessibility to cash” – just a 
conduit. Therefore, other than identifying the “unmatched” items, 
the preparation of a bank reconciliation statement (using Figure 7 
Model) would not be beneficial, and thus not required. A report 
highlighting the “unmatched” items and the required actions 
would suffice.  

 
 

Figure 7: Model bank reconciliation statement  

Bank account N0. 120.00.01 
As at 30th June 2006 

 
 
 
Description 

 
Cashbook 

RwF 

Bank 
 Statement 

RwF 
Bank balances 4,360 4,500 
 
Reconciling items: 
Add:  

  

Un-credited cash banked - in transit: (List them)  100 

Direct deposits at bank: (List them) (e.g visa fees) 200  

Correction of posting errors (List them)        10 

Sub-total 4,560 4,610 

Less: 
Back charges (List them): e.g SWIFT charges (10)  

Direct standing instructions: e.g. TB repayment (240)  

Outstanding cheques issued  (300) 

Cash available 4,310 4,310 

 
 
Prepared by:                    Date:      
 
Reviewed by:                               Date:                  
 
Approved by:                     Date:    
(Director of Finance/Public Accounts) 
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Illustration 14: Bank account reconciling items 

Using the data in Figure 7, the required actions in the cashbook/books 
of account would be as follows: 

1° The un-credited cash banked – No action needed. 

 

2° The direct deposits in the bank (visa fees): 

Dr  Bank account (cashbook) RwF 200 

Cr  Visa fees (income)  RwF 200 

3° Correction of posting errors made by bank – No action needed. 
However, note that if the errors had been made in the cashbook, it 
would be accordingly corrected. 

 

4° Bank charges: 

Dr  Bank charges - SWIFT RwF 10 

Cr  Bank account (cashbook) RwF 10 

 

5° Direct standing instructions (repayment of Treasury Bills): 

Dr  Domestic Public debt payable (TB) RwF 240 

Cr  Bank account (cashbook)  RwF 240 

 

6° Outstanding cheques/OP issued – No action needed. 
 

5.3 Cash accounts 

5.3.1 Besides bank accounts, the cashbook should have provision for cash 
accounts to record details of cash transactions. It is required that the cash 
accounts are balanced and closed on a daily basis. The person with the physical 
custody of the cash must carry out a daily count of the cash at hand at the end of 
the working day, and reconcile the result with the cashbook record. The 
immediate supervisor of such person is required to perform surprise cash counts 
and reconcile the result with the cashbook record. Any cash shortage or excess 
must be brought to the immediate attention of the Chief Budget Manager or 
his/her designate for appropriate decision. The cashbook/books of accounts 
would be then be updated as follows: 

Dr  Cash shortages (expense a/c)  RwF XXX 

Cr  Cash account    RwF XXX 

or 

Dr  Cash account    RwF XXX 

Cr  Cash excess (other receipts)  RwF XXX 
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Chapter 6: Other financial assets 

 
6.1 Accounting policy 

6.1.1 Recoverable loans and advances are recorded at the amounts disbursed 
net of recoveries. Unless, any interest on advances/loans is not recognised. No 
provision is made for doubtful balances because they would not result in cash 
flows. 

6.2 Recoverable loans and advances 

6.2.1 The examples of such are vehicle/housing loans to government 
employees. The administrative regulations and procedures for such loans are set 
out in the public service rules and may be referred.  

6.2.2 Another category of these assets comprises of recoverable advances to 
support a private sector entity. This is particularly possible where a key 
economic sector is not particularly attractive to private capital, for example due 
to expected long payback periods. Examples include generation of energy, 
development of high-class conference/hotel facilities etc. Due to the importance 
of such investment, the government may support a private investor through a 
soft loan.   

6.2.3 It is required that in the subsidiary ledger of receivables (smartgov 
accounts receivable module), a ledger account is maintained for each 
loan/advance. In central government, the bookkeeping for such loans is 
centralized at MINECOFIN while each Local Government District maintains a 
similar record. The accounting entries in relation with such loans/advances are 
illustrated as follows: 

Illustration 15: Employee loans/advances 

On 30th June 2005, government advanced vehicle loans to various employees 
totalling RwF 300M. These loans are recoverable from the monthly payrolls on 
a straight-line basis over four years ending in the financial year 2009 (RwF 
6,250,000 per month).  

In the books of the Treasury (public accounts department) 

30th June 2005: Dr  Vehicle loans    RwF 300 M 
    (Each employee a/c to  
    be debited with relevant 
    amount) 

   Cr  Bank account   RwF 300 M 

 

Every month:  Dr Salaries payable   RwF 6.250 M 
   Cr Vehicle loans   RwF 6.250 M 
    (Each employee a/c  
    to be credited with  
    relevant amount) 
 
N.B: Every time a new loan is granted, an entry similar to the one made 
on 30th June 2005 would be made. 
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Illustration 16: Other loans/advances 

Assuming that the amount in the illustration above was an interest-free 
loan to XYZ s.a.r.l recoverable quarterly on a straight-line basis over for 
a period of five years (RwF 6M per month), the ledger entries would be 
as follows: 
 
In the books of the Treasury (public accounts department) 
 
30th June 2005: Dr  Loans (XYZ s.a.r.l)  RwF 300 M 

   Cr  Bank account   RwF 300 M 

 

Every quarter: Dr Bank account   RwF 6 M 
   Cr Loans (XYZ s.a.r.l)  RwF 6 M 
 
N.B: It may be possible that due to changing circumstances, the above 
loan account may converted into government equity, in which XYZ 
s.a.r.l would change status and become a public enterprise. We assume 
that by that time, RwF 100 would have been recovered. In such case the 
conversion entries for the outstanding RwF 200 M would be as follows: 
   
In the books of the Treasury (public accounts department) 
 
Date:   Dr  Equity investment  RwF 200 M 

   Cr  Loans (XYZ s.a.r.l)  RwF 200 M 
 
This would be part of the “capital expenditure” for that particular year. 

 



 
 

- 57 - July 2006 

Draft 
Chapter 7: Non-financial assets 

 
7.1 Accounting policy 

7.1.1 As stated earlier, provided accounting is on “cash basis” the non-
financial assets are written off on acquisition and thus depreciation of fixed 
assets is not recognized. The disbursements in respect of non-financial assets are 
recorded as follows: 

1° Tangible fixed assets:  - capital expenditure. An item of a capital nature 
is recognized as a tangible fixed asset if the value involved exceeds RwF 
… or equivalent in foreign currency.  

2° Consumable inventories:  - recurrent (operating) expenditure. 

3° Prepaid expenses: recurrent (operating) expenditure.   

4° Equity investments: - capital expenditure. 

5° Capital work in progress: capital expenditure. 

7.1.2 Proceeds from disposals of tangible fixed assets and investments are 
recorded as “capital revenue” during the year of disposal.  

7.1.3 Though the assets are written off in one year, physically they must be 
properly for the following reasons: 

1°  To ensure that those assets are available at all times for the performance of 
government programmes for which they were acquired – in other words to 
ensure that the assets have not been diverted to other use at the risk of 
jeopardising achievement of government programme objectives. 

2° The fiduciary responsibility over those assets. Though the assets are 
expensed as incurred, they remain a valuable property of Government 
throughout their useful lives.  

7.1.4 Consequently, sufficient controls must exist to ensure that those assets 
are safeguarded, protected from misuse and are properly accounted for.  

 
7.2 Tangible fixed assets 

7.2.1 A register should be kept by each Budget Agency to record details of 
fixed assets at its disposal. As a minimum the register should contain the 
following details: 

1° The type, description and identification of each individual asset – eg 
Vehicle registration No GR xxxx, Computer – DELL serial No xxx, the 
engraved number of items of furniture and office equipment, if land – the 
registration details, for buildings – the age, description, architects, 
construction engineers etc. 

2° The acquisition cost of the asset. 
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3° The supplier details – to facilitate subsequent after sales maintenance and 

renewal. 

4° Date of purchase. 

5° Estimated useful life – to assist in determining time of replacement. 

6° The maintenance record of the asset – to ensure the asset is sufficiently 
monitored and serviced regularly. 

7° The physical location of the asset and the person allocated – to determine 
the accountable person at any one time. 

8° Date of disposal (if applicable) and proceeds. 

7.2.2 The intention is to have an integrated assets register in smartgov system. 
However, for the Budget Agencies not yet using the system, a register may as 
well be maintained manually or on a spreadsheet.   

7.2.3 Each asset should be clearly and uniquely identified. Engraving or 
marking those assets with the names (un-erasable) of Budget Agency is an 
appropriate method to achieve this objective. 

7.2.4 The assets must be in a good condition at all times. This necessitates 
regular maintenance. 

7.2.5 Each Budget Agency must clarify in writing the administrative 
regulations for the custody, movement, control, and disposal of the assets. It 
should be noted that disposal of any government asset is subject to prior 
approval of the Minister responsible for finance. The assets for which proper 
authorisation has been obtained are relocated to a central storage designated by 
the Minister, pending disposal through public auction/tender.  

7.2.6 An independent physical inspection of the assets should be performed 
regularly – say in six months intervals. This task should include matching the 
recorded assets with physical existence. Any anomalies should be promptly 
reported in writing to the Chief Budget Manager of the Budget Agency, with a 
copy to the Accountant General and the Auditor General of State finances. 

7.2.7 Every six months, each Budget Agency is required to report to the 
Accountant General a schedule of existing fixed assets in the prescribed format. 

7.3 Consumable inventories 

7.3.1 These consist of inventories of various kinds of office supplies; examples 
include stationery, computer consumables, ammunition, spare parts, etc. these 
inventories are usually budgeted to be consumed during the particular financial 
year but due to timing differences they remain in stock. 

7.3.2 Each Budget Agency is required to maintain a system of inventory 
management that ensures: 

1° Avoidance of stock-outs to prevent disruption operational activities. 
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2° Optimal inventories - to minimize funds tied-up. 

3° Sound internal controls to prevent loss through damage, deterioration, 
unauthorized use or pilferage.   

7.3.3 Consequently: 

1° For each type of stock, an inventory card should be maintained. The card 
should contain such information as the supplier, quantity purchased, 
issued to user departments (quoting the reference number of the related 
stock requisition), and at hand – stating the dates of occurrence and 
associated historical cost. In addition, the card should show the quantity 
levels at which replenishment should be prompted as well as the 
maximum quantity beyond which further procurement would be unduly 
tying funds.  

2° The stocks at hand should be independently counted and valued at least 
once in each month, in regular intervals. The results of the count should 
be reconciled with the corresponding records in the inventory cards. Any 
obsolete stocks should be identified and authority sought for its disposal. 
Only the Chief Budget Manager may give such authority. 

3° At the end of each month, the stocks at should be summarized in 
schedule showing the quantity and values for each inventory category. 
This schedule should be annexed to the monthly financial reports issued 
by the Budget Agency to the Accountant General.  

7.4 Equity Investments 

7.4.1 These consist of government shares held in public enterprises or joint 
ventures with the private sector commercial enterprises. The accounting records 
for these investments should be maintained at the historical costs incurred at the 
acquisition of the investments. 

7.4.2 An investment register should be maintained showing the cost of each 
investment, the particulars of the enterprise in which the shares are held, the 
percentage of government shareholding vis-à-vis other shareholders, the dates of 
acquisition (including any additional acquisitions), any disposals wholly or in 
part indicating the disposal values, and any dividends received or receivable 
from the enterprises. 

7.4.3 A summary schedule of all the investments showing the above 
information (table form) should be annexed to the quarterly financial report 
submitted to the Accountant General. 
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Chapter 8: Public debt accounting (financial liabilities) 

 
8.1 Local debt - Treasury bills & bonds 

8.1.1 Treasury Bills and Bonds are financial instruments by which government 
borrows domestically without obtaining overdrafts from local banks. On behalf 
of government, the central bank (BNR) administers these instruments through 
commercial banks, and thus related operational procedures are outside the scope 
of this Manual.  

8.1.2 Accounting policy: in accordance with the cash basis of accounting, the 
Treasury Bills/Bonds should be stated in public debt books at the cost of 
purchase. Associated interest payable should be recognised on the date of 
payment. However, accrued interest should be reported as note in the financial 
statements – as they are effectively non-cancellable “commitments”. 

8.1.3 In the public debt subsidiary ledger, it is not required to keep a record of 
each lender (purchaser of the Treasury Bill/Bond) – this record is the 
responsibility of the banks.  

8.1.4 Upon advice from the central bank for the sale of Treasury Bills/Bonds, a 
journal entry (use journal voucher) should be prepared and used to update the 
books of account (smartgov general ledger module). Similarly, upon the bank’s 
advice in respect of repayments and interest, journal voucher should be prepared 
and posted accordingly. The following illustration explains the relevant books 
entries for treasury bills transactions.  

Illustration 17: Domestic public debt 

On behalf of government, on 20th April 2005 BNR sold Treasury Bills 
(TBs) to the public through various commercial banks with surrender 
values totalling RwF 400 million. The proceeds from the sale totalled 
RwF 394 million (RwF 6 million being interest payable). The TBs 
matured after 30 days.  The ledger entries should be as follows: 
 
In the books of the Treasury (smartgov general ledger module) 
 
20th April 2005: Dr  Bank account   RwF 394 M 
   Cr  Public debt – Treasury bills RwF 394 M 

 

20th May 2005: Dr Interest expenses - TBs RwF 6 M 
   Dr Public debt – Treasury bills RwF 394 M 
   Cr Bank account   RwF 400 M 
 
N.B: for the purpose of disclosure, the financial statements as at 30th 
April 2005 would contain an explanatory note showing that RwF 400 
million would be payable on 20th May 2005, consisting of principle RwF 
394 million & interest totalling RwF 6 million in connection with 
Treasury Bills maturing on that date.  
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8.2 Local debt – overdrafts 

8.2.1 Government entities may obtain short-term overdrafts from local banks, 
subject to the restrictions set out in Chapter V of the Organic law and associated 
financial regulations. It is required that the existing overdrafts, lenders, and the 
terms thereof be fully disclosed in the financial statements. 

8.3 External loans  

8.3.1 For each loan, a ledger account should be maintained in the public debt 
book (smartgov public debt book). The procedures for cash drawdown are 
covered in section 11.2 under donor-funded projects. Ordinarily, the lenders 
provide periodic statements of account of the loans and these should be 
reconciled with the records in the loan ledger. Any unmatched items should be 
brought to the immediate attention of the Accountant General or his/her 
designate for appropriate action.  

8.3.2 Lenders may cancel debt for varying reasons. For example, under the 
Heavily Indebted Poor Countries (HIPC) programme, the World Bank has 
cancelled certain loans in favour of Rwanda. Effectively, such loan cancellations 
represent a conversion of the loan into a “grant” to government, albeit in kind, 
and should be accounted for as such. 

8.3.3 For appropriate macro-economic monitoring, the accounting for external 
loans are centralised at MINECOFIN. This means that any external loans to any 
local government entity should be recorded in similar manner as described in 
section 11.2 under donor-funded projects. 

8.4 External loans servicing 

8.4.1 Loan servicing is a technical terminology for the repayment of principle 
and interest due. Each loan agreement specifies strict timetable for loan 
servicing to which special attention is needed because any default, no matter the 
duration, attracts additional costs. Consequently, unnecessary bureaucracy 
should be avoided as regards the processing of debt service expenditure. The 
debt service procedures, which are summarised in Figure 8 on the next page, are 
as follows: 

8.4.2 Prior to the due date, the accountant responsible for public debt arranges 
to obtain payment instructions (Demand Note) from the lender. The accountant 
then verifies the Demand Note to the associated loan/credit agreement, and 
commits the expenditure onto the relevant budget code (smartgov Purchase 
Orders Module).  

8.4.3 The accountant then prepares a Payment Requisition. The Payment 
Requisition together with the supporting Demand Note is forwarded to the 
Treasurer, who arranges its authorisation in accordance with the established 
delegated authority regulations.  
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8.4.4 After obtaining the authorisation, the Treasurer prepares External 
Remittance Advice, which together with the Original of the Payment Requisition 
is forwarded to the National Bank of Rwanda (BNR) for execution. 

Figure 8: Overview of procedures for servicing external loans 
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Illustration 18: External loan repayment & finance costs  

On 24th May 2006, payment instructions were received from the World 
Bank (International Development Association - IDA) in respect of 
Credit No. 34830–RW: Rural Sector Support Project (original credit 
currency – Special Drawing Rights (XDR) as follows: HIPC debt relief  
= XDR 15,244.17, Interest due = XDR 62,594.97, Commitment fees = 
XDR 30,761.99 & Other Credit (exchange difference between 
XDR/USD) = XDR 538.24. The amounts are payable by 15th June 
2006 in United States Dollars (USD) equivalent totalling USD 112,290 
(net of HIPC relief) at an exchange rate of 1 XDR = USD 1.44408. NB. 
It is important that the ledger account in smartgov is maintained in the 
original currency of the Credit (XDR) to facilitate account 
reconciliation with the statement of account from IDA, which is in 
XDR. For the purposes of local currency financial reports, smartgov 
will prompt the accountant to enter the applicable exchange rate at the 
time of posting the transaction. We assume that the External 
Remittance Advice was issued on 7th June 2006 when the exchange 
rate was RwF 551.8303 = 1 USD and BNR’s Debit Advice shows that 
the SWIFT transfer was executed on 10th June at an exchange rate of 1 
USD = RwF 552.5303, and the SWIFT charges were RwF 150,500.  

In the books of MINECOFIN - Public Debt section (smartgov Public 
Debt Module) 

7th June 2006: Dr Loan a/c – 34830:RW  XDR 15,244.17 
   Cr Grant revenue  XDR 15,244.17 
   (HIPC debt relief) 

7th June 2006: Dr Interest charge   XDR 62,594.97 
   Dr Commitment fees  XDR 30,761.99 
   Cr Loan a/c – 34830: RW XDR 93,356.96 

7th June 2006: Dr Loan a/c – 34830:RW XDR 93,356.96 
   Cr Bank account   XDR 93,356.96 
 

7th June 2006: Dr Loan a/c – 34830: RW XDR 538.24 
   Dr Exchange gains  XDR 538.24 
 

In the books of MINECOFIN - Public Accounts dept. (smartgov 
General ledger Module) 

10th June 2006: Dr Back charges  RwF 150,500 
   Dr Exchange Losses   RwF 78,603 
   Cr Bank account  RwF 229,103 

NB. In the smartgov General ledger Module, there is a control account 
for all loan accounts. By automatic link, the control account is updated 
with the local currency equivalent of the above transactions as 
applicable. Similarly, the bank account in the General ledger is 
automatically undated with the local currency equivalent of the 
transactions. 



 
Chapter 8: Public debt accounting 
 

- 65 - July 2006 

Draft 
8.5 Un-drawn facilities 

8.5.1 The un-drawn facilities refer to the existing loans, which have not 
yet been drawn. The un-drawn amounts should be disclosed in the notes to 
the government financial statements, stating the expected timing for the 
withdrawals or the reasons for not drawing the amounts, and the period 
beyond which the right of withdrawal would expire. 
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Chapter 9: Current liabilities (non-financial) 

 
9.1 Current liabilities - goods & services 

9.1.1 The current liabilities associated with the purchase of goods and services 
arise from the recognition of the 13th month transactions covered in section 4.11, 
which should be referred to. The current liabilities are recognized only if 
supported by suppliers’ invoices and/or evidence of goods/services received. 
This means that no “accruals” are made for provisional estimates of future 
liabilities (“provisions”). 

9.1.2 It is required that in the subsidiary ledger of accounts payable (smartgov 
suppliers module), a ledger account is maintained for each creditor. The records 
into the ledger account include a chronology of the invoices received, paid and 
outstanding. 
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Chapter 10: Commitments, contingent liabilities and guarantees 

 
10.1 Accounting policy 

10.1.1 Technically, commitments, contingent liabilities and guarantees are “off-
balance sheet” items. Nevertheless, their existence should be disclosed in 
government financial statements, unless the probability for their occurrence is 
remote. In accordance with the “prudence concept”, no disclosure is required for 
“commitments receivable” or “contingent assets”. A contingent asset is a 
probable asset whose occurrence depends on uncertain future occurrence of an 
event outside the control of the reporting entity. 

10.2 Commitments 

10.2.1 Commitments are intentions to create liabilities, as evidenced by 
undertakings to make future payments to other entities, and/or unrecognized 
liabilities that are obligations contained in a contract. Commitments differ from 
liabilities in that the latter means that services or goods have been obtained, 
whereas the former is merely an expectation to obtain service/goods.  

10.2.2 Each Budget Agency should maintain a record of commitments showing 
the following: 

1° The nature, and if quantifiable the value involved. 

2° The likely date when the commitment may become actual liability and 
the likely cash flow implications, or expiry if applicable. 

3° The parties involved. 

A convenient way to keep such record is the use of a dedicated register for that 
purpose. Such register would be regularly updated with expired or accomplished 
commitments. Note that, the smartgov system maintains a record of 
commitments, but it is limited to Purchase Orders issued, and those 
commitments under contracts/agreements are off-smartgov. 

10.2.3 A summary schedule of commitments - table showing the above 
information, should be annexed to the monthly financial reports submitted to the 
Accountant General. 

10.2.4 The following are examples of commitments whose particulars should be 
included in the commitments register.  

1° A contract or agreement requiring non-cancelable future delivery of 
services/goods and thus a future cash flow obligation on the part of 
government – e.g scheduled office rentals, scheduled payments on multi-
period construction projects. 

10.3 Contingent liabilities 

10.3.1 A contingent liability is a possible future obligation whose occurrence 
depends on uncertain future occurrence of an event outside the control of the 
reporting entity.  

10.3.2 Each Budget Agency should maintain a record (register) of contingent 
liabilities showing the following information: 
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1° The nature, and if quantifiable the value involved. 

2° The likely date when the commitment may become actual liability and 
the likely cash flow implications, or expiry if applicable. 

3° The parties involved. 

10.3.3 A summary schedule of contingent liabilities showing the above 
information should be annexed to the monthly financial report submitted to the 
Accountant General. 

10.3.4 The following are examples of contingent liabilities to be included in the 
register mentioned above. 

1° Disputes for which legal proceedings are underway – e.g legal suits for 
breach of contract, any court cases against government with probably 
material financial implications. 

2° In the event that a public enterprise has defaulted on a loan for which 
government has given a guarantee, this would give rise to a contingent 
liability to government for the defaulted amount – at the discretion of the 
lender.   

10.4 Government guarantees 

10.4.1 Often, public enterprises acquire loans with government backing in form 
of written guarantee over the debt. Effectively, a government guarantee is a 
promise to the lender that government would ensure the loan repayment. Thus, a 
guarantee is a potential liability to government. For this reason, it is required that 
government guarantees should be disclosed in the financial statements. The 
following information should be disclosed: 

1° The nature of the guarantee – the guaranteed loan, the borrower 
organization, duration of the loan, the terms of the loan, the 
purpose for which the loan was acquired. 

2° The status of the loan repayment, and if applicable, the 
accumulated loan arrears and the reasons for the delayed 
repayment. 
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Chapter 11:   Donor funded projects 

 
11.1 General provisions 

11.1.1 In general, specific credit agreements specify the regulations applicable 
to the specific donor funded project. Under the provisions of those regulations, 
the projects have got own accounting and financial management Manuals. Those 
Manuals are expected to be consistent with this Manual, and in case of 
otherwise; this Manual would prevail.  

11.1.2 Ordinarily, projects directly access funds from the donors without prior 
reference to the Treasury. Yet, the Treasury is required to manage and account 
for the public debt resulting from those funds. For this reason, whenever time 
cash is drawn from the donor the projects are required to advise the Treasury, 
and the Treasury would then update the public debt ledgers accordingly. The 
procedures to implement this requirement are set out below.  

11.2 Cash drawdown 

11.2.1 Donor regulations specify the format and content of the Withdrawal 
Applications (WA) to be used for drawing funds from the credit fund created by 
the donor. Upon donor approval of the WA, the requested funds are remitted to 
the National Bank of Rwanda (BNR) and the donor advises the project 
management accordingly. This is technically referred to as “cash drawdown”.  
Upon receipt of the funds, BNR credits the projects’ bank account with the 
drawdown proceeds and advises the project management accordingly. At this 
stage, the project management is required to advise the Treasury (using Credit 
Advice Form – Form ??) to enable an update of the public debt records. The 
required accounting entries are illustrated as follows: 

Illustration 19: Cash drawdown  - donor funded projects  

On 15th July 2005, Kigali Urbanisation Project (KUP) submitted a USD 
300,000 Withdrawal Application to World Bank (International Development 
Association – Credit No. RW3010). The funds were received in BNR on 30th 
July 2005. On the same day, BNR advised the Project about the receipt of the 
funds. 
 
In the books of KUP 
 
30th July 2005:  Dr  Bank     USD 300,000 

   Cr  Funding – IDA: RW 3010 USD 300,000 
 
In the books of the Treasury (public debt section – smartgov public debt 
module) 
 
30th July 2005  Dr     KUP contra a/c   USD 300,000 

   Cr     External Loan: IDA RW 3010 USD 300,000  
 
Note that during the consolidation of financial statements, the balances on the 
Funding a/c (Credit) in the books of KUP and the corresponding KUP contra 
a/s (Debit) in the books of the Treasury cancel out. 
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Assuming that the above funding was an operational support grant not a loan, 
the relevant book entries would be as follows: 
 
In the books of KUP 
 
30th July 2005:  Dr  Bank     USD 300,000 

   Cr  Grants – IDA   USD 300,000 
 
No entry would be required in the books of the Treasury.  The Treasury 
becomes aware of the amount through the monthly financial report submitted 
by KUP for the preparation of government consolidated financial statements. 
 

11.3 Direct donor remittances to service providers 

11.3.1 Especially where international tender awards are involved, donors often 
directly settle the invoices from the service provider and later inform the project 
management accordingly. Thus, no cash flows from the project’s bank account 
in BNR is involved. Upon receipt of the payment advice from the donor, the 
project management is required to prepare the Credit Advice Form for the 
information of the Treasury. The required accounting entries for direct 
remittances are illustrated as follows: 

Illustration 20: Direct donor remittances to service providers 

On 20th May 2005, Kigali Urbanisation Project (KUP) submitted a USD 25,000 
Withdrawal Application to World Bank (International Development 
Association (IDA) – Credit No. RW3010), to be settled directly to BCC Ltd 
consulting engineers based in Nairobi. The funds were transferred from the 
Credit account in CITI bank New York on 25th May 2005 and IDA advised the 
project management accordingly. 
 
In the books of KUP 
 
25th May 2005:  Dr  Consultancy   USD 25,000 

   Cr  Funding – IDA: RW 3010 USD 25,000 
 
In the books of the Treasury (public debt section – smartgov public debt 
module) 
 
25th May 2005  Dr     KUP contra a/c   USD 25,000 

   Cr     External Loan: IDA RW 3010 USD 25,000  
 
Again, during the consolidation of financial statements the balances on the 
Funding a/c (Credit) in the books of KUP and the corresponding KUP contra 
a/s (Debit) in the books of the Treasury cancel out. 

11.4 Reports to MINECOFIN 

11.4.1 Like any other Budget Agency, the donor-funded projects are required to 
submit prescribed financial reports to the Accountant General. 
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Chapter 12:  Miscellaneous matters 

12.1 Month-end and year-end procedures 

12.1.1 It is the responsibility of the Chief Budget Manager to ensure that: 

1° The ledgers have been balanced and closed by no later than the 10th day 
of the month following the one being reported. This is necessary to ensure 
proper cut-off procedures so that transactions are captured in the months 
to which they relate. If the ledgers were not closed, there would be 
chances of mixture of data for different months.   

2° After closing the ledgers for a particular moth, a detailed trial balance has 
been extracted and filed in hard form as part of the back up procedures. 

3° There is regular system back up of the ledgers. This task is done as part of 
the routine support from the ICT department but the accounts department 
personnel should regularly it up to prevent any lapse. 

4° At year-end, the ledgers are balanced and closed by the 10th day of 
January of the following year. Care should be taken to ensure that the 
transactions for the year have been entered into the ledgers, before they 
are closed. 

5° A total system back (ICT support) should be then be done. Besides, the 
detailed ledgers should be printed and securely kept. This involves 
printing all transaction details in the general ledger, cashbooks and other 
subsidiary books.  

6° A detailed trial balance has been be extracted for the whole year and used 
in the preparation of the entity’s financial statements in the prescribed 
format. It is required that the financial statements be submitted to the 
Accountant General by no later than the 30th January of the following 
year, to enable ample time for the preparation and submission of the 
government consolidated financial statements to the Auditor General of 
state finances by 31st March, as required by Law. 

12.2 Custody of accounting records 

12.2.1 By default, accounting records contain sensitive and confidential 
information. Consequently, the records must be in the custody of only those 
persons who are directly involved in the finance and accounting responsibilities. 
Other persons may access the records only with the prior authorisation of the 
Chief Budget Manager or Accountant General or Secretary to the Treasury, as 
applicable.  

12.2.2 The accounting records must be properly and secured kept to protect 
them from accidental or malicious damage. The Chief Budget Manager has the 
responsibility to enforce this regulation. 

12.2.3 Records shall never be destroyed before being audited by the Auditor 
General of State finances, and where applicable, independent external auditors. 
Even then, a specific written authorisation has to be obtained from the 
Accountant General for any accounting records to be destroyed. The approved 
method of destruction is shredding or burning, whichever would be convenient. 


