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Part One

Governmental Accounting



Chapter One
The Theoretical Framework of

Governmental Accounting



1- The Emergence of Governmental Accounting:

Studies that dealt with the history of the accounting

system in the governmental sector indicate the existence of

the so

with financial control and budget accounts and It was
taken as a benchmark by Central European countries with
regard to control operations, and this system has
developed a little through the application of the accrual
basis in relation to the preparation of cumulative data for

the state, while directing the most of the operations of this



system towards the processing and preparing of

information related to cash.

As for the
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theory, the governmental accounting system has become
able to show the profits and losses resulting from business
results. and the accounting system became able to show
the accounts of assets, liabilities and budget accounts
simultaneously with its ability to depict the accounts of

governmental transaction costs.



In recent years, public sector institutions in many countries
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The shift from the cash basis to the accrual basis is seen by
governments as part of a plan designed to reach a new
form of governmental sector management and focus on
performance effectiveness. Supporters of this accounting
transformation believe that the accrual basis provides more
appropriate information for decision makers, but this

transformation is not an easy process, but rather requires a
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lot of time and effort, and its results are not fast and not
significantly noticeable. One indication of this is that the
transition to the accrual basis was announced in the United
Kingdom in the early 1990s, but the tangible results of this

shift have been very limited over ten years.

2- Definition of Governmental Accounting:

G

measuring and communicating accounting information to
resources _and _uses of _public_funds _allocated _to

overnmental accounting is a special

measuring and communicating accounting information to
he competent authorities, with the aim of controlling the
resources and wuses of public funds allocated to
overnment administrative units. It depends on a set o
overnmental laws and regulations approved by the

egislative authority in each country.

implementing the state’s general budget and their
8



referential remarks, recording and classifying the financial
operations it conducts, and the rules of financial control
before disbursement, The internal control system and the
presentation and analysis of the results expressed by the
financial positions and the final accounts of these bodies

S0 as to give a true picture of them.

Law 127 of 1981 also defined the scope of

governmental accounting as follows:

1- The units of the administrative body of the state: It is

represented in the ministries and governmental



administrative units affiliated to them and other
administrative units included in the general budget for

services.

2-The units of the local governmental administrations: It
includes all the local administrative units represented in
the governorates councils, provinces, cities, districts and

villages.

3-Public authorities: of a service nature and all entities

included in the state’s general budget.

4- The special funds and accounts of a servicing nature set

up by laws and by presidential decrees.

3- What is the governmental activity?
Governmental activity ranges from a full ownership
and management of all the production and services

activities, to being restricted to performing some necessary
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servicing activities. However, most, if not all, of the
certain features which affect the accounting system in
these units. These characteristics and their effects on the
accounting system can be summarized in the following

section.

4- The Main Characteristics of the Governmental
units:

4-1 Governmental Units, in General, do not seek or aim
at realising profits:

-Regarding governmental units, resources are generally
allocated for the purpose of providing necessary goods and

services to the society regardless of the ability of payment.
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-The governmental units may exert an economic activity,

throughout owning and managing the public sector, which
aim at profit and accordingly different rules and
procedures of accounting should be applied.

4-2 The Absence of the Competition Incentive:

12



-In the field of the governmental activity, the
governmental units usually provide the public with a
necessary service which is not subject of exchange on the
market as it is provided for free or against a nominal price
in comparison with its cost.

-Also, the government may prohibit the private sector
from providing some of the governmental services. This
will tend to the absence of competition market in the field
of providing a public services.

-Competition motives the units to practicing maximum
effort in order to win over the prospective customer, by
providing the best service and looking for reducing cost as

one of the elements of competition.
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-Accordingly, the governmental units do not undertake

reconciliation or matching between expenditures and
revenues as it is known in relation to the preparation of the
final accounts prepared by the business units.

-A settlement is made between expenses and revenues on

the level of the governmental body annually. As a result,

14



the characteristic of the absence of a direct relationship
between the expenditure and revenues of the governmental
units does not require the preparation of an income
statement in these units.

4-4 Governmental Units are subjected to legal
restrictions:

-Originally, the financing of the activities of the
governmental units takes place throughout the allocation
of the financial resources to these units in the light of their
needs and requirements, and under the supervisory control
of the governmental body.

-The People’s Council (Representatives’ Council) controls
the appropriate allocation of the resources to the activities
of the governmental body. Hence, the utilization of these
resources by the governmental units is subjected to a set of

legal rules which organise the unit’s expenses of their own

15



allocations,

operations, the title of the accounts, their classification, the
documents which are necessary to evidence the
seriousness of the financial operations, the accounting
books, the financial statements and reports, the final
accounts and all that is related to the accounting system, in
such a way as would achieve an effective control over
public expenditure even if that would conflict with agreed

upon accounting principles applied in business firms.

16



4-5 The Governmental Units properties are publicly

owned:




5- The Objectives of Governmental Accounting:

The objectives of governmental accounting can be
summarized from its definition as below:

1- The evaluation of expected revenues and
expenditures and the ascertaining and evidencing
the actually realized revenues and expenses by the
governmental unit.

2-  The disclosure of the soundness of the collection
and expenditure operations regarding their
agreement with the impositions of the laws,

regulations and procedures.
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6- Providing information that would assist in the

planning of governmental activities and their
relative decision-making.
6- The Distinctive Characteristics of Governmental
Accounting:

The characteristics of the accounting system in the

governmental units which distinguishes it out of the

19



rest of accounting branches are summarized as

follows:




In the light of the above, the following facts can be

extracted:

a. The assets are defined as being the economic
resources made available to the unit, and allocated
for the achievement of its objectives.

b. As for the revenues, they are the cash flows coming
into the accounting entity, with the expenditures
being the outgoing cash flows from the accounting
entity.

c. Accounting does not care about measuring profit in
comparison with the concept applied in business

units.
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d. The concept of capital is not used in the
governmental units because they are public service
units owned publicly.

e. When the accounting system cares about depicting
the equalization of the resources of the
governmental unit with its expenditures, it is meant
by that to show that the unit or the department has
not exceeded the amounts allocated for each sort of
expenditure.

6-2) The Bases of the Accounting Measurement of
revenues and expenditures:

In the governmental accounting, the cash basis is
considered the most appropriate basis to be applied. This
basis is set upon considering the expenditures paid up or
the revenues collected as concerning the financial period
regardless of the period which has benefited from the

expenses, and during which the revenues were realized.
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b. In the investment budget, the accrual basis is mainly
used in accounting for projects.

c. As a result, the modified cash basis, which follows
the cash basis in measuring and recording some

financial transactions, while following the accrual

23



basis in relation to some others, is practically

applied in the governmental accounting.
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6-4) Reserves and provisions in the governmental

units:

25



6-5) Inventory adjustments at the end of accounting

year:




7) The features of the accounting system in the

governmental units:
Practically, the nature of the governmental units
differs from that of the business ones. Accordingly,
this tends to some of the characteristics which may not
exist in the business units, especially the following:
a. Documents in all the governmental units follow
a standardized form and their filling-in is
governed by documentary cycles which usually

achieve some objectives. They are considered an

27



objective proof of the financial operations
involved and they achieve control over these

operations throughout the stages of their

fulfilment.




8- The Governmental Accounting System against
Business Accounting system:

Governmental accounting is set up by means of laws
which determine its definition, objectives and scope of
application, including the documents, ledgers, books,
financial reports and the documentary and accounting
cycles. In comparison with business accounting

system, the following could be observed:
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1)

(2)

It was discussed that governmental units are
non-profit seeking units and the concept of
capital is not found in such units. Hence, the
statements of operations in the governmental
accounting system are different from those in
the business accounting systems. The
traditional income statements, balance sheets,
and other statements are not prepared in
governmental accounting. In the
governmental units, different sets of
governmental budgets and reports are
prepared to provide information required for
public planning and control.

Accounting concepts such as costs, expenses,
revenues, assets, liabilities, owners’ equity,

profits, income, loss, ....., used in business
30



3)

(4)

accounting are different in application with

those in governmental accounting.
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budget instead of the financial statements.

Original entry documents in governmental
accounting are limited in number and are of a
form designated according to governmental
laws and regulations, in comparison with

those in business accounting.
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9- The Governmental Accounting Principles:
According the discussion above mentioned, the most
appropriate principles of the governmental accounting
could be summarized as follows:

1- Financial reports in governmental accounting:
Financial reports in such units must disclose the
results of operations according to the agreed
upon and applied accounting principles. Such
reports must disclose the extent to which the
governmental unit involved is to comply with the
dictated laws, regulations and instructions.

2- The accounting systems of the allocated or
appropriated funds: The applied accounting
system must be designed to serve the concept of

allocated funds (being money which aims at

32



w
1

jab)

achieving a certain specific purpose) as an
accounting entity. The accounting system should
disclose the expenditure position of the allocated
funds, and disclose the extent to which this

money has achieved the objective determined for

specific revenue, and legally appropriated for
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expenditure on specific purpose such as the

Students’  Activities Subsidy  Fund.

appropriations are appropriations which are
allocated for public utilities that provide the
public with commodities or services similar to
the business sector. These funds are preserved
throughout selling the service or commodity at a

price which would cover its cost. These
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basis. They could be divided into expendable
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funds and non expendable ones. The accounting
treatment for non expendable funds is done in the
same ways applied in the business units, that is,
the accrual basis is applied. A statement of the
financial position is prepared to show the assets
and liabilities of the unit. These units provide
their services against a price which would cover
at least their cost. So, the funds allocated to these
units shall be kept as they are. Also, these units
shall calculate the depreciation installments as
part of the cost of the service rendered and
commodities provided in relation to non
expendable funds (in the form of invested fixed

assets).
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4-

The utilization of the suitable measurement
basis: Governmental units use the modified cash
basis  for  expendable allocations  or
appropriations, as the cash basis is used in
measuring the revenues and expenditures except
those which shall be resulted from a liability of
third parties and which have not yet been repaid,
or the staff salaries or the portion executed out of
the supply contracts or contractual agreements.
Of course, regarding non-expendable allocations,
the accrual basis is applied when measuring the
expenditures.

The utilization of the budgetary system in
control and preparing the financial reports:

Accordingly, each governmental unit should
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current year and the last ones.
6-Classifications of the transfers, revenues and
expenses accounts: According to governmental
accounting system, transfers must be isolated from
revenues and expenses due to their different nature.

Also revenues should be classified in such a way

38



that would indicate and disclose the different
sources of these revenues. The same way should be
followed regarding expenditures. They should be
classified according to their kind, the organizational
unit for which they have been allocated, and the
function performed. Revenues and expenses of the
governmental units related to allocated non-

expendable funds shall be classified according to

the system adopted by business units.
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Chapter Two the State's General
Budget

52



1 -The Definition of the State’s General Budget:
Budget is a financial document includes all
government revenues and expenditures during the next
fiscal year and reflects the main guidance of the public
policy for the government. As defined by the General
Budget Law No. 53 for the year 1973 and amended by
Law No. 87 For the year 2005, it is the annual
financial program of the economic and social
development plan set by the state in order to achieve
multiple economic and social objectives.

And the budget in general, known also as an
estimate of future revenues and expenses during a
coming period of time usually a year. In light of the
government's efforts to strike a balance between

revenues and expenditures without asking for loans,
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both lenders whether internal (inside Egypt), known as
loans or internal debt, or from lenders outside of Egypt

(foreign) which are known as debt or foreign loans,

From such definition of the State’s general budget,
it appears that the governmental general budget is
prepared by means of evaluating the expenditures and

revenues which are expected for the next year.
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Furthermore, the following features could be stated in
relation to the State’s general budget:

1. The State’s budget is a plan or a program of the
governmental work for the oncoming fiscal year
and it is related to the general economic plan.

2. The fiscal year of the budget starts from July 1*
to June 30" of a year.

3. The State’s budget derives its discretionary
authority from the delegation of the legislative
authority.

4. As a program, this budget includes the estimates
of the state’s resources and utilizations or uses
for the next year and those estimates are
approved from the legislative authority and

accepted by all parties of the budget.
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5. Expenditures indicated in the budget represent
the maximum limit of funds that are allowed to
be spent for a governmental unit. Nevertheless,
revenues indicated in the budget represent only
an indicator for what could be received of the
revenues. Such anticipated revenues would be
possible to exceed or to be less than the expected

amounts, depending upon the State’s economic

conditions.




The minimum appropriations for the health sector, the

education sector, universities, and scientific research

in the budget (as a percentage of the gross domestic

product)
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appropriations from the
sector budget (as a percentage of
GDP)
the health 3
Pre-university education 4
university education 2
scientific research 1

The Egyptian Law No. 53 of 1973, along with the
related implementing regulations, constitute the rest of
the legal framework that regulates the process of
preparing and implementing the budget.

3- The Objectives of the State’s General Budget:

In essence, the objectives of the State’s general budget
can be include the following:

1. The planning of the financial policy of the
State for the oncoming year: The preparation
of the state general budget includes the
assessment of the governmental body’s

expenditures and revenues for the forthcoming
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year, in such a way at to tend to the creation of
an economic growth in society.

. The

instrument of the social and the economic

programs to the representatives of the people.










)

The principle of the ogenerality of the

budget: According to this principle, there is no
allocation of the revenues of a certain governmental
unit to cover the expenses of this same unit. For
instance, tuition fees paid by the university students
should not be allocated to cover the university staff’
salaries or any other type of expenditures.
Accordingly, all the resources of the government
are assembled and reallocated for the different
expenditures entities according to their importance.
This principle was included under Article no. 95 of
Law no. 53/1973, which stipulated that the

evaluation of the revenues is to be effected without
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deducting any expenses from them. Also, it was
stipulated that it is impermissible to allocate certain
resources to face specific utilizations except under
necessary circumstances and conditions, as covered
by a decree from the President of the Republic.
Hence, this article has allowed the existence of
exceptions from the non-allocation principle subject
to the exception being covered by a presidential
decree. One of those exceptions is the Ministerial
Decree promulgated by the Ministry of Petroleum
and Mineral Wealth that allowed to use the increase

of petroleum price for expenditures such as roads

repairs and maintenance.







d. The possibility of appropriating or allocating of

contingent funds and authorizing to utilize them
when needed at certain terms and conditions.

In Egypt, financial laws and instructions allow,
throughout a certain amount of flexibility, the
possibility of transfers in-between the items of the
one and the same part on certain terms and

conditions. Furthermore, the Minister of Finance
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delegates some of his/her discretionary authorities
to the responsible officials in the governmental
units, to achieve a certain degree of flexibility.

4 The principle of the comprehensiveness of

the budget: Accordingly, the general budget must

include all the public expenditures and resources of
the State, in such a way that no one of them would
fall out of the budget. So, it is not allowed for the
administrations that collect revenues to deduct
collection’s expenses or the levy expenditures from
such revenues. As a result, revenues are included in
full on the budget in addition to their involved
expenses. Such treatment serves the legislative and
the executive authority to achieve an effective

control over the revenues and expenses. In addition,
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comprehensiveness principle leads to identifying
the financial position of the State in full, which will
be considered as a disclosure of the volume of
funds allocated by the state for rendering required
services, in addition to the disclosure of the extent
of the equilibrium of the general budget and hence
the strength of the financial position of the State.
According to Article no. 3 of Law 53/1973, the
State’s general budget is to encompass all the
utilizations and resources of the State’s activity
undertaken by each of the administrative body, the
units of the local government, the general
authorities and the financing funds. Such principle
Is excepted such in the case of the donations funds

which their donors could precondition that they
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would be spent on a specific purpose, where such
funds are lodged in special accounts beyond the
budget.

(5) The principle of balancing the budget: This

principle necessitates that State’s public resources
must be equalized with its public expenditures.
When resources are more than or exceed the
expenditures, the increase is called budget surplus.
On the contrary, when expenditures are over or
above the resources, such difference is called the
deficit of the general budget. The general budget
surplus or deficit must be managed or planned in
such a way that would not harm the State’s
economy. Theoretically, surplus expresses the

soundness of the government financial position, but
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it tends to screen off or hide part of the funds made
available from circulation which may create a state
of recession in the economy. In the same way, the
deficit tends to create inflation. Hence, adopting
such principle makes a possibility to create a sense
of balance in the general budget either by

decreasing the expenditures or by increasing the

revenues or by both of them.




The Economic Classification

The economic classification of the state's general
budget means classifying of government expenses and
resources according to the type of expenditure or
revenue and their objective, namely the division of

public expenditure according to the objective of this



expenditure (pay wages, purchase items, pay off loans,
..., etc.), and the division of public resources,
according to sources ( taxes, grants, other revenues,
etc.). According to the economic classification, each
chapter of the main chapters consists (in both sides of
the uses and resources) of different groups, and each
group include a number of items, which falls under
each of several kinds. The goal of this detail is
tracking government spending to the lowest possible
levels in order to activate the supervisory role of the

government spending.

Total Budget:

The uses side include eight chapters, which in turn

represent different areas of spending, while the
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resources side includes five main chapters as

illustrated in the following table: -

Resources Uses

(1)Tax (1) Wages and compensation of
employees

(2)Grants (2) purchase of goods and services
(3) Other revenue (3) Interest

(4) Subsidies, grants and social
benefits

(5) Other expenses

Revenues(3) = (1) + (2) Expenditures =(1) + +(4)+(5) + (6)
P (2) +(3)

(4) Borrowing proceeds and |(6) Purchase on non-financial assets
financial assets sales (investments)

(5) Borrowing and issuance |(7) Acquisition of domestic and
of financial securities rather |foreign assets

(8) Domestic and foreign loans
repayment

Resources =  revenues |Uses = expenditures +(7)+(8)
+(4)+(5)

The total six chapters on the side uses known by the

term "public expenditure", and given that spending on

these chapters is primarily associated with the activity
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carried out by the state. If you add Chapters 'seven’ and

was added to the first three chapters, the resources of

the state become complete.

In order to easily deal with the economic
classification, and automating the preparation and
Implementation of the state budget processes, it has
been coding all of the public uses and resources,
according to the economic classification, where given

to each chapter and underneath of the sub-groups, and
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the terms and types of specific code. This coding of
the main chapters on both sides of resources and uses

are shown in the following table:-

Resources |

Description code
resources 1
revenues 11
First chapter "tax" 111
Second chapter " Grants" 112
Third chapter " Other revenues" 113

Fourth chapter " Borrowing proceeds and 114
Fifth chapter " Borrowing and issuance of 115
financial securities rather than shares

The Functional Classification







It is also, according to this classification, public

expenses are classified at the level of the chapters of
government spending, without addressing other details
contained in the economic classification. i.e. without
addressing the details of the groups, items or kinds. In
addition, the functional classification enable to make a
comparison between the states each other to stand on
the extent to which governments in the economic and

social functions, as well as the distinction between
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individual and collective services provided by these

governments.

Public spending is divided according to the functions
carried out by the government, such as health care,
education or defense, security and justice ... This
division helps in measuring the allocation of
government available resources to carry out specific
activities and to achieve a variety of goals . Any of
which could see the relative importance of government
jobs, which vary from period to period . According to
another division of the government financial statistics
the Government functions are divided into ten

functional sectors, namely:

-Public services.

-Defense.



-Public safety affairs.

-Economic Affairs.

-Environment Protection.

-Housing and community facilities.
-Health.

-Youth, Culture and Religious Affairs.

-Education.

-Social Protection.
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It should be noted that the Egyptian state budget uses

“double classification,” which is budget proposals that
combine economic, functional, and administrative
classifications in a variety of ways. The administrative
classification combined with the functional
classification allows the reader to know how much the
central and sub-departments spend. For example,
regarding education in terms of job classification, what
is the total amount spent on education, how much is
spent by the central administration of the Ministry of
Education, the central administration of the Ministry

of Higher Education, schools, universities, and others.
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6- Methods of Estimates the State’s General

Budget:

Accomplishment of the objective of the general budget
regarding the planning and control of the
governmental activities is depending greatly upon the
precise of the revenues and expenditures assessments.
The precision or accuracy extent of the expenditures
and revenues also depends on the soundness of the
methods adopted in estimating them.

Assessing the expenditures of the general budget is
performed by considering the expenditures of the
current year as being a minimum balance of the
expenditure of the forthcoming year and adding or
deducting required amendments by laws, regulation

and instructions, such as employees’ increments
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(@s2e) and promotions (<ld), in addition to new
changes which are dictated by expansion in services,
or improving their rendering, or adding new services.
This is the general rule for evaluating the budgetary

expenditures.

However,

(@)

cope with the size of the activity.
On the other hand, the assessment of the revenues
depends on the economic conditions that are expected

to prevail during the budget period (for example,
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revenues of petroleum and the Suez Canal rely on the
circumstances of the international economy). In
addition, the assessment of revenues depends upon
the outstanding financial legislations and the
amendments which are expected to be taken place
during the budget period.
The possible methods of evaluating the revenues of
the general budget are briefly as follows:
The direct assessment method. The direct
assessment method of revenues is the mean by
which revenues are estimated in terms of what
could be received during the next year, in the light
of the conditions expected to prevail during such
year and in the light of the laws, regulations and

instructions that govern the computation of these
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revenues. The circular or the bulletin which was
issued to govern the preparation of the general
budget encompasses the following rules in regard to
revenues assessment:

Observing the actual and effective
collections of revenues during the last three years
and excluding the extraordinary and nonrecurring
or non-repetitive amounts.

Considering precision in assessing and
avoiding excessive over-estimation or exaggeration.

Taking into account the economic and social
legislations that could affect the size of revenues.

Relying of the assessment on realistic

criteria and rates.
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Comparing of rates of revenue growth with
those of economic growth and clarifying the
reasons of differences if any.

The averages methods: When adopting this
method, revenues are evaluated on basis of the
average of collections during the last three or five
years in addition to adding or deducting a
percentage for expected changes which may occur.
This method relies on real figures that would
protect them from personal interference,
nevertheless, it does not consider the amendments
which could happen as a result of the financial and
social legislations. In addition, it does not take into

account the trends of the size of economic activity.
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on
what is expected to prevail during the next year in
terms of new economic, financial and social

legislations and conditions.
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1. Preparing Stage

Generally, the process of preparing the budget have
many stages that may divides according to the

following steps: -
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First: setting the general policies and objectives

The State's general budget sector at the Ministry of
Finance prepare its proposal and recommendation,
which should control the draft budget for the next
fiscal year . the proposals and recommendations are
presented after notifying of technical committees
according to the current and projected economic
conditions and potential developments that could
affect the revenues and expenditure for the coming
fiscal year. Such modifications which may arise on
taxes, wages and items that may require large
extraordinary expenses such as the payment of long-
term loan . the trends or guidance, in which the state's

budget should depend on:-
87



Reduce deficit in the budget.

Encourage local industries and the formation

of the infrastructure of the economy.

Increase the welfare of members of the community

as a whole.

Control and rationalize public spending.

Reducing the effects of inflation.




Second : Issuance of budget Circular

In light of the general indicators approved by the
Council of Ministers, the Ministry of Finance
published each year a periodic circular informed to all
ministries and public institutions early, accompanied
by a set of necessary regulations for the
Implementation of the budget policy, including special
instructions on how to complete the forms and
worksheets that must be used when preparing the
budget. As well as the dates of submission of budget
proposals to the Ministry of Finance, abided by all the
individuals responsible for the development of
proposals and reviewing the various stages of the

budget.
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After the Central Committee in the ministry or

Institution receive estimates of sub-committees, it
study and evaluate and coordinate among them and
then set up a budget according to the level of the
ministry or institution and then submitted to the
Ministry of Finance. It is worth mentioning that, the
Ministry of Finance also prepare its own budget like

any other executive ministry.
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Fourth: Preparation of the draft budget at the state
level

When the general budget sector receive draft budget
from ministries and public entities, it study and
evaluate and coordinate, in conjunction with the
delegates and representatives of the ministries and
entities, at the level of each chapter of the budget and
then the Ministry of Finance prepare a table (a) the
state's revenues estimates, and a table (b) the state's
expenses estimates. then includes two tables in a
single document to be represented the state's budget
then submitted to the Cabinet.

Fifth: Ratification of State's general budget

Draft budget is presented to the Cabinet before the

beginning of the fiscal year by at least three months to
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be studied and modified if necessary. Then submitted
to the parliament, and the ministers of finance and
planning, each in-relevant, delivered a statement
within Parliament. represented in "the Plan and Budget
Committee” discuss the general budget and hold
listening sessions and meetings with officials of the
authorities in the presence of representatives of the
Ministry of Finance and prepare a report on the budget

presented to Parliament to approve the new budget as

to start use it by the first of July for each year .
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2-Ratification stage

Once parliament ratified the budget, law is issued
known as the budget law. The legislator has
authorized, under certain controls and does not
prejudice accuracy of financial planning .

3-Implementation stage

After the

94



4. The final accounts stage (the actual
implementation outcomes):

The Final account of the ministries and government
departments :-

After the closure of the last month of the fiscal year
account on the date set by the Ministry of Finance, the
ministries and government departments prepare its
own reports and schedules and submit them to the
Ministry of Finance.

After that the ministries and government departments
prepare their final accounts with an explanatory
memorandum supported by the figures for these
accounts

m  After the completion of the final account of the

Ministry
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(consisting of revenue and expenditure
statements and

accounts settlement) all statements to be the signed
from the President of the authority or on behalf of the
Director of Finance Administration department.

u Then send a copy of the final account statements

to the Ministry of Finance.

m By the end of the fiscal year, a list is prepared

Vv



showing the financial position of all the assets and
liabilities as well as revenues, expenses and current

expenses at the special accounts of the Ministry .

m The external auditor should review the final account
and the accompanying statements and the financial
status list.

The final account of the state

- The general department of accounts of the Ministry

of Finance. review the final accounts received from

ministries and governmental entities and match them
with monthly tables for the same ministries throughout
the year.

- Based on that, the general department of accounts of

the Ministry of Finance set up a final account of the

state to monitor all revenues and expenses and the
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types of accounts settlement for all ministries and
authorities.

- In accordance with the provisions of article no. 3 (1)
of chapter four to the budget law, "the Ministry of
Finance transmit the draft original budget of the final
accounts and its detailed data, to the parliament and

the CAA within nine months of the fiscal year end.

With the new amendment of







Parliament, Its role is mainly in:

- Ratification of the draft general budget, and
make adjustments on the appropriations of some
entities.

- The right to ratify the financial appropriations
during the fiscal year.

- Follow-up results of the implementation of the
budget and approve the final accounts.

CAA, and responsible for:

- Examination and auditing of the financial
results of the implementation of the budgets of

various entities.
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- Preparation of accounting reports on the results
of the implementation of the budgets.
9- How can citizens participate in the process of

preparing and implementing the budget?
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http://www.facebook.com/MOF.Egypt
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Chapter Three Government Financial

Management Information System
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Introduction:

in the state’s general budget by implementation of the
Government  Financial Information Management

System (GFMIS).
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1- Deficiencies in the manual governmental

accounting system:

The Ministries Automation Project issued by the
Ministry of Communications and Information
mentioned a number of problems and complications
facing manual governmental accounting systems in

their current state, which are as follows:

1-The current systems are designed with the aim of
monitoring the disbursed and aspects of disbursement,
not following up on the performance of administrative
units and workers compared to what has been

disbursed.

2- The current manual systems cannot be used in the

application of program and performance budgeting.
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3-Difficulty of collecting and processing data to obtain

clear indications in a timely manner.

4- Difficulty in maintaining and circulating historical

data.

5- Repetition of data for the purpose of review and
control in more than one place, which leads to the

possibility of errors and mismatches between the data.

6- Slow procedures as a result of relying on paper
documents in dealing and repeating the entry of the

same data in more than one place.

7-The difficulty of extracting statistical reports that
depend on old historical data and those that depend on

data from different departments.
8- It is difficult to monitor the employees’ work in
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order to tighten control and determine responsibility
for mistakes that may occur, intentionally or

unintentionally.
2- Ministries automation Project:

Project definition: The project of automating the
ministries in Egypt is one of the projects of the e-
government initiative that was launched in July 2000,
and since its inception in October 2000 until now,
many steps have been accomplished for its efficient

implementation in order to achieve its objectives.
Project goals:

At the beginning of planning for the automation

project, the following goals were set:
A- Raising the efficiency of governmental
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performance by modifying work cycles and using
information technology (reducing the circulation of
paper forms, increase achievement rates, while

tightening the review and monitoring mechanisms).

b- Develop a unified design for typical government

applications databases.

C- Providing the government's information
infrastructure in order to monitor and plan its human

and financial resources.

D - Business division among a number of local
companies with the aim of revitalizing the software

industry in Egypt.

To achieve these goals, proposals have been

developed to improve the governmental work cycle,
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provided that these proposals are applied during
the implementation of the project. These

developments include the following:

- Adopting the automatic business flow method across
different sections and departments, instead of the
traditional method that relies on the frequent

circulation of paper documents.

- Unifying the database used in all applications so that

statistical reports can be extracted easily.

- Automatically identify input errors during data entry

to help obtain reliable outputs.

- Taking into account the rules and regulations during
the implementation of the programs in order to

facilitate the adoption of these applications by the
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regulatory authorities, and then the spreading of these

applications in all government bodies later.

- Making applications so that it is easy to modify them

hen adopting the electronic signature law, for the

urpose of adopting the document electronically.
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- Monitoring and following up the work carried out b

he employees on the new system to determine the

responsibilities at the level of each record.
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3- Positive effects of the introduction of the
automation system on the governmental accounting

system:

There is no doubt that the application of the
automation system, computer and information
technology system in the field of accounting work in
general and government accounting in particular has
become a necessity imposed by the nature of the work
itself on the one hand, and the e-government program
on the other hand, due to the advantages and benefits
that these means achieve, The most important of

which are the following:

A - Accuracy and speed in implementing the steps of
the accounting approach, from preparing documents

and entering data, then conducting recording,
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classifying, summarizing, preparing and analyzing

financial reports.

B- The ability to save and retrieve huge amounts of
data and information when needed, while maintaining

the confidentiality of this information.

C - The possibility of using quantitative and statistical
methods in accounting work and then the integration

of information systems.

D - Facilitating the preparation of the state's general
budget, and the possibility of applying modern
methods in its preparation, such as the program and

performance budget.

E - The possibility of dealing with financial

transactions that take place using electronic payment
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methods, in addition to the use of networks in the

communication of accounting information.

4- Negative effects of the introduction of the
automation system on the governmental accounting

system:

It is expected that some problems will arise when
applying the governmental accounting automation
system, some of which are related to the outputs of the
system, some of which are related to internal control
and finally what is related to the security and integrity

of government accounting information.

A - The difficulty of practical application to obtain
accounting reports problem, as in light of the complete
electronic environment and dealing with the Internet,

the outputs of the system in a manual way become



ineffective, As a result, it has not achieved its required
objectives in the field of traditional accounting

disclosure.

B - The problem of internal control, since internal
control is a basic pillar of the components of the
governmental accounting system, and is mainly
achieved in what is known as internal control before
disbursement, and given the nature of the electronic
data process system, several studies have concluded
that the most important internal control problems in

light of the use of electronic computers are:

- Many financial decisions and actions are made by the
computer, where the operations data and the main file
data are often concentrated in the central computer in

the network of computers distributed in all
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government administrative units.

-Difficulty of separating jobs, as electronic operation
means that one person performs all activities (input,

processing and output).

-Lack of tangible physical evidence and switch to

using electronic files.

C- The problem of the security and safety of

accounting information, in light of mechanization, the

accounting data
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Bearing Point Company, and it was called the second
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‘stages, which are as foIIows:_

The first stage:The implementation of the GFMIS
systems was started on 1/8/2017, where the Minister
of Finance announced the launch of activation through
activating the budgetary bodies with one responsible
for the general budget transactions, and activating the
accounting units by four trainees who prepare the cash
flow plan and recording the accounting entries (form
by form) and the review and posting of accounting
entries by representatives of the Ministry of Finance at
the entity. All the previous steps for the first phase
were carried out through the third chart of accounts,
with the implementation process linked to the unified
treasury account through the electronic payment

system, to ensure that the bodies/entities do not exceed
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the budget appropriations allocated to them. And that
Is after the end of the second chart of accounts, on
which the stages of preparing the state’s general
budget are completed until the issuance of the budget
law, then the credits are transferred to the third chart
of accounts to activate the governmental financial
management information system GFMIS, And then
preparing the final accounts and financial reports at the
end of the fiscal year through it. The implementation
of the first phase at the level of accounting units within
the Arab Republic of Egypt has been completed. The
Ministry of Finance is currently seeking to implement
the second phase of GFMIS systems, in addition to
applying the electronic collection system and linked it

with GFMIS systems.
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ledger, flow plan, commitments, review and posting as

as is the case now in Egypt
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including local government, the public sector and

arious operations.

The Egyptian Ministry of Finance has defined GFMIS

systems as an electronic system that connects all
governmental entities, authorities, with each other, to
the central government, and it includes all functions of
public financial management from financial,
accounting and non-financial operations.Which takes
place with all phases of the state’s general budget life
cycle, starting from the strategic planning phase and

ending with the reporting and follow-up phase.

8- Objectives of applying the government financial

information management system:

The objective of the accounting information system is

to produce accurate reports in appropriate time, to help



decision makers make their rational decisions with
high  efficiency. The Government Financial
Information Management System (GFMIS) has been

applied to achieve the following objectives:
1- Saving time and effort.

2- Ensuring accuracy, integrity and transparency

throughout all stages of work.

3- Enhancing follow-up, control and financial

accountability.

4- Commitment to the dates of issuing periodic

reports.

5- Executing the state’s general budget within the
limits of the available appropriations and the

determinants of providing cash.
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6-Organizing and programming banking operations

and providing reports on the revenues collected

7- Achieving financial sustainability through more
efficient and effective cash management.

8- Electronic linkage between all ministries,

overnment units and the Ministry of Finance.

O- Facilitating the preservation and retrieval of

financial and accounting information and data.

10- Providing accurate statistical information to help
the decision maker in drawing up policies and future

plans and taking appropriate executive decisions.

9- Benefits of applying the Government Financial

Information Management System (GFMIS):

1- Increasing the ability of the central control
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functions in the Ministry of Finance to monitor
expenditures and revenues in  ministries and

government units.

2- The speed of access to information by decision
makers and those responsible for financial and

operational performance.

3- Increasing the internal control capacity of ministries
and government units to prevent cases of potential and

actual fraud.

4- Quick access to the government's monetary

position information.

5- An increase in the ability to access information

about economic performance.
6- Improving medium-term financial planning.
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7- Increasing the ability to demonstrate accountability

to stakeholders such as donors.

10- Components of the Government Financial

Information Management System:

The government financial information management
system consists of two main components, namely the
chart of accounts and the general ledger system, and
several branches from them form the totality of this
system, and it can be said that there is no GFMIS

system without these two components.
Chart of Accounts (COA):

Accounts chart is the basis of the accounting and
reporting system in the government and private sectors

and serves as an essential tool to meet their business
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requirements. Recording and reporting financial data
in the form of timely information requires keeping a
time record of transactions and events that are
measured in cash, classified and summarized in a
useful format based on the needs of organizations is
achieved with the help of chart of accounts. The chart
of accounts is an organized and encrypted list of all
individual accounts that are used to record transactions
in the general ledger system. The chart of accounts
provides a coding structure for classifying and
recording related financial information within the
financial management and reporting system. The
coding structure must meet both legal and
administrative requirements for budget management

and financial reporting and comply with international
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standards related to financial and statistical reporting
for budget management purposes. The chart of
accounts must also meet the requirements of planning,
control, and reporting on budget allocations or
appropriations, as well as the needs of internal
management, cost centers and the needs of central

departments.

The current chart of accounts (the third chart), which
is currently used in the operation of the government
financial information management information system
in Egypt, was designed after it was ensured that this
chart will meet all the needs and requirements of the
Egyptian Ministry of Finance at the level of all stages

of the project.
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The general ledger system and its complementary

systems:

1-General Ledger "GL"

This system is one of the most important financial
Oracle systems, it includes all total accounts, which in
turn constitute the financial statements. In addition to
the steps within the budget of the preparation, ratifying
, and disbursement of appropriations and transfers.
This system cares to provide the accounting reports on
both accrual and cash bases, and financial statements
necessary for management to achieve control and
freedom in decision-making. The importance of the
general ledger system is that it is the central repository
of the GFMIS system, as it supports all stages of the

public financial management cycle and transfers to it



all the outputs of other sub-systems in the form of
accounting entries according to the basis of double
entry. It can be said that the general ledger system is
the heart and mind of the GFMIS system and other
systems that integrate with it, including e-government

payment and collection systems.

2-The system of preparing the general budget of the

state:

They are the applications concerned with preparing the
state’s general budget draft, starting from the stage of
entering the authority’s opinion proposal and ending
with the stage of issuing the budget linking law and
transferring credits to the applications of the general
ledger for implementation. The budget preparation

system performs a number of functions, namely



providing the possibility of entering the draft budget
estimates and their amendments, the possibility of
entering the draft budget for three future years, the
possibility of determining expenditure ceilings, the
possibility of maintaining the historical record of the
stages of the draft budget estimates, the possibility of
making budget transfers and supplementary
appropriation, and the issuance of various reports. and
provide a hierarchical structure for preparation, review

and approval.

3-Payments "AP" :

The role of this system confined mainly to payments
and expenses and suppliers . where handles bills for
purchases and maintenance column and government

cutbacks, contractors and projects and advances and



all current expenditures (excluding salaries) and
capital loans according to the cash and accrual bases.

On the other hand, all the ministries payments.

4-Procurement "PQO"

Generally, this system interested in the procurement
cycle system and the validity of purchasing according
to supplies requirement from ordering until the
issuance of the purchase order and the cycle of
purchase orders and purchase orders cycle falls under

this system.

5-Payroll "salaries"

This system includes the calculation of the monthly
salaries of employees and management bonuses and

deductions for employees. The employees follow-up
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subscriptions and prepare the necessary reports to take

administrative decisions.

6-Cash management "CM" :

This System specializes in managing government
public cash and the movement's future liquidity
includes management government accounts with the
Central Bank and commercial banks Bank. funding
zero bank accounts for ministries and budgetary
entities and convert available cash in the commercial
banks to Treasury single account and monitored

through a bank settlement on the system.

7-Government inventory 'INV"

This system means that monitors all private assets by

controlling the government storage mechanism
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electronically from the moment received until the
disbursement on the departments and divisions. And
what may require for inventories. As these assets are
classified according to the best approved international

standards .

8-Order Management "OM"

And used with both systems of inventory and
purchases to convert internal purchase orders to

issuance and booking.

9-Fixed assets "FA"

This system calculates the depreciation of assets
monthly and forwarded to the general ledger system
with additions and exclusions in addition to the re-
division of assets.
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11- Alternative Budgeting Systems:

From a review of thought and practical application in
the field of budgeting, it is possible to identify the
various alternatives to budget systems, among which
one is expected to be confused. The following
alternatives for development can be envisaged:

- Maintaining the current system of budgeting
(appropriations budget).

- Developing some aspects related to the current
budget system.

- Programs and performance budget system.

- Planning and programming budget system.
-Zero-base budget system.

- Multiple budget system.
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words, the

classification based on the type of expenditure does
not clarify whether this appropriation achieved its goal
or not, but there are some shortcomings in it, which

are represented in the following:

- The inability to measure the performance of the
executive entities, and the difficulty of measuring the
efficiency of the various government units, as the

oversight in them is limited to the accounting and legal



aspects and does not go beyond that to achieve the

goals or not.

-The difficulty of identifying work programs and
projects that the government intends to undertake or
their developments, as the items budget are limited to
the distribution of financial appropriations to various
government agencies, and then monitor them to

determine their responsibility, without paying attention

to the work that the government accomplishes.
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-The method of items budget obstructs the estimation

of the total expenditure for most of the state’s jobs and
services, as it is not possible to know the size of the
total expenditure on a single project in which multiple
parties participate in its implementation, each of which
has its own appropriations, which results in an
increase in the estimates of public expenditure from

year to year; This is a constant waste of resources.

In view of the difficulties experienced by the method
of items budget, it was necessary to think about
switching to another system that ensures the optimal

use of the available community resources in order to
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achieve the effectiveness of public spending and
achieve its objectives, through which the negatives of
the existing system are avoided. With the development
of the concept of the budget from being mere tables
showing state expenditures and resources to a plan
through which government decisions are drawn based
on economic, social and political priorities that reflect
the relationship between state finances and the

economic and social situation in it.

13- Orientation towards implementing program

and performance budget:
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The programs and performance budget concept:

It is one of the ways of preparing the countries budgets
whose idea depends on the distribution of credits
based on specific programs that have clear and specific
goals with a time-limit and whose performance is

measured by measurable performance indicators, with
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the aim of raising the efficiency and effectiveness of
public spending by linking the allocated credits to the

results to be achieved.

Programs can be defined as: the means of producing
outputs or providing services and they are determined
by the ministries to achieve strategic goals, and

therefore the philosophy of the system depends on

defining the goals of government activity, and then

|
(



and not on what the government purchases of
commodities and services; That is, it works to
highlight a new function for the state, which is the
function of performance control instead of focusing on
the traditional financial control function, that is, it is a

tool in the service of government administration.

This budget aims not only to control public money, but
also to indicate the functions, activities and projects
carried out by the government and to measure the
government's efficiency in carrying out the work with
the aim of raising the level of management,

rationalizing public spending and eliminating waste.









-Translating the state's general policy and objectives
into programs that address basic problems, in a clear

and simplified way.

-Investigate and analyze the causes of deviations in the
implementation of activity programs and in the
performance rates associated with budget, as the
deviations related to the quantity and quality of public
services achieved, or related to the services variety, or
related to the services cost, or related to the

responsibility centers efficiency.

Objectives of developing the current budget

system:

The development process must begin with the

formulation of the desired goals, which are derived
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from a conscious study of the needs of the concerned
groups and entities of different political, social and
economic classifications and their expectations from
the developed system. The following is a list of the
objectives that are expected to represent the needs of

the groups and entities involved in the budget process:

-Better allocation of economic resources at the state

level.

-Better allocation of economic resources at the unit

level.

-Determining the optimal size for the quantity of

commodities and services provided by government

units.
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14- How to read the state’s general budget:

Budget is a financial document include all government
revenues and expenditures during the next fiscal year
and reflects the main guidance of the public policy for

the government . As defined by the General Budge




Law No. 53 for the year 1973 and amended by Law

0. 87 For the year 2005, it is the annual financial
rogram of the economic and social development plan

set by the state in order to achieve multiple economic

And the budget in general, known also as an estimate
of future revenues and expenses during a comin

eriod of time usually a year. In light of the

overnment's efforts to strike a balance between



The introduction of the new classification of the

general budget of the state require a limited
amendments to the State Budget law no. 53 for the year
1973, where was issued in this regard, law no. 87 of

2005 on the amendment of the classification of the
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state's budget in line with the international
classification in terms of economic,
functional and administrative classification, and
according to this classification, it has classified the
uses of the state's general budget into eight chapters
instead of four chapters that was in the past, with
increasing details until the kind level, which helps to
accurately estimate the budget allocations down to the
lowest details of the expense and would help to further
tighten control of legislative power to the various
activities of the state, and to ensure simplicity of the
financial analysis for the terms, paving the way to

apply program based performance budgeting .

And the state's general budget is divided into two sides

the first side known as "uses", which includes all
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aspects of the expenses of the State during the fiscal
year, whether expenses are current (i.e. consumer) or
capital expenditure (i.e. investment), in addition to
states expenses for acquisition of financial assets and
repay the loans that have already been received by
installments. The second side of the general budget,
known as "resources”, which includes all the revenues
from which the state receive to finance its activities
and various expenses. this side includes all taxes, fees
and grants from various entities and other achieved
revenues as a result of the state's activity undertaken, in
addition to the funds collected from the sales of assets

and borrowing.
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- Net proceeds of privatization : It is the difference
between privatization proceeds and the
contribution of

the treasury to finance the restructuring fund.

The following table shows the deficit concepts in
light of new classification for state's general

budget :-

Deficit
Revenues

> e
G [sconicwe
Oterrevenies [T

Expenditures
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Cash deficit/surplus (difference between revenues and expenditures)

Acquisition of financial assets

Acquisition of domestic and foreign Seventh chapter
financial assets

Borrowing proceed and sales of financial assets
Forth chapter

Borrowing proceed and sales of financial assets

Net Acquisition of financial assets

Overall deficit (cash deficit plus/minus the net acquisition o
financial assets

Financing sources

Borrowing Fifth chapter

Loans repayment

Eighth chapter

Repay domestic and foreign loans
Net borrowing
Proceed of non-financial assets' sales (net privatization proceed)

Overall deficit finance ( net borrowing + net privatization proceed)

15- Electronic transformation as a tool for

reforming the state’s general budget:

As a result of the problems facing the preparation of
the state’s general budget in Egypt as a result of
relying on the philosophy of clauses and the

consequent problems in the current government



accounting system, the following steps were taken:

1- Implementation of the GFMIS government financial

information management automation system.

2- Creating and activating the TSA treasury Single

account.

3- Implementation of the GPS electronic payment and

collection system.







Required: Prepare a table showing the state's general

budget.




State general budget







Cash deficit

BOMMMINet acquisition 67

Total revenues I

expenditure and and borrowing
assets proceeds

acquisition

borrowing and

issuance
financial
securities

Treasury privatization Net
contribution to proceeds privatization

the restructuring
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amortization of domestic
securities

Gr(2)loans repayment &
amortization of foreign
securities
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Resourses:

‘ 08 M08 |
revenues
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budget deficit
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Gr(2) Borrowing and
issuance of foreign
securities to finance
investments
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The public budget
2019/2020
(in billion)







Chapter Four the Accounting System in the
Governmental Units
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Introduction:




However, despite of the difference of the elements

of the governmental accounting system from those of

business organisations, these elements are the same in

both sectors, and stand as being the following:

1) A set of documents which support the financial
operations.

2) A set of accounting ledgers and books in addition to
statistical ones.

3) Documentary and accounting cycles which indicate

the steps concerned to the preparation of the
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documents and entry in the registers, in addition to
the preparation of the reports.

4) A set of financial reports.

5) A manual of the accounts which would help
facilitate task of assessing and classifying these
accounts.

The following discussion will deal with the most
important elements of the governmental accounting

system.

1- The Documents:




Documents related to expenditures and other

payments.
Documents related to revenues and other
receivables.

Documents related to control over stores.
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The Settlement Voucher ( 1) &gl LES o) 5 laiud

Z.E):

This document is used together with the disbursement
approval form as documents for the entry of the
financial operations in the ledgers. The disbursement
approval form is concerned with the entry of
expenditures, whereas the settlement voucher is
considered a document for the entry of the remaining
governmental unit operations. It includes information
such as the name of the administration, the number
and date of the entry, the kind of account and the
financial year involved, the signature of the accounting

employees, etc.
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B-Receivables Documents:

Receivable documents ( <l siall 5 Juasill i)
contain the following documents in addition to the
settlement voucher:

# The lists (counterfoils) of the cash receivables ( ~lud
Z.e VY Al cilia i),

# The counterfoils of the towns cashiers ( & basic 2ilud
Jlsal V23 4 ),

# The check receipt confirmations.

# The counterfoils of the collection of the lands funds
(308 Jlsal AY Glidal J) sal Jeani 23L8) —direct taxes.

# Cash deliver vouchers ((z .& TV sl & ) 53 ddadls),

# The counterfoils related to the collection of the
properties revenues and returns (LY Xl se Juasi il
5% J) sl € 4) —direct taxes.
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The delivery form of permanent or depreciated

items (ASgie 5l dainne Cilial (o ja s jlainl ),

Orders of adding of items (.g V)Y ilial ddla) o5
.Z).

ltems inventory minutes (.& YY) ilial 3 a jass

.z).
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- List of deficit or surplus of items ( 83l s jaall aiS
e ).
- Bill of cost form (.z .& YA€ duulias jlaiul),

- Local bid form (.z.g YA® (Ass elac 3 jlainl),
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The Journals:

They are as below:
The Disbursement Forms Journal ( 4ss: s
2.8 YY1 diall @l i), This accounting record is
consecrated or devoted for the entry of the
disbursement approval forms, using annual serial
numbers according to the arrangement of the
registration of the disbursement approval forms in
the journal. The format of such journal is built on
allocating a column for each kind of accounts or
expenditures and the total of such columns is

transferred to the settlement journal daily.
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The Settlements Journal ( ¥Y¢ clygudl) duagy sida
.Z.8). The entry in this journal is taken place by
means of the settlement vouchers ( b sl & jlain)
.z.& V). The format or the lining of such journal is
exactly the same as the format of the disbursement
forms journal. The debit and credit totals of
columns of the journal of disbursement form are
daily transferred to the settlements journal. In some
cases, it is allowed to some governmental units to
keep one register for the entry of the disbursements
forms and the settlement forms. The daily summing
ledger accounts is prepared on basis of the total
columns of the settlement journal. The settlement

vouchers are given monthly serial numbers on basis
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of the arrangement of their entry into the

settlements journals.

The Revenues Account Ledgers ( lwa iy

<lY). This ledger contains one credit side, as
revenues have a credit nature. Usually, one ledger

is allocated for each chapter of the public budget
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related to revenues and also one page is devoted to
each item, which is, in turn, divided into columns
according to the item’ kinds.
The Debit Current Accounts Ledgers ( i
Aaall 4l cllwal). Normally, such ledgers
contain two sides: debit and credit. These ledgers
includes a set of current accounts of the same
nature, that start as debit accounts until they are
repaid or settled with another kind of accounts. As
usual, one ledger is devoted for each one of the
kinds of debit current account such as: Permanent
Petty Cash Current Account ( 4wl s clua
daiwall), Debit Amounts under Settlement Current

Account (sl sl dinae e 5l s ete.
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The Contra Accounts Ledgers ( <blwall g

4.lall). These group includes: The Ledger of
Account of Debts due to the Government ( «lws _sido
ZE YA LSl a5 wa)) and its counterpart The
Ledger of the Settlement of Claims Liabilities ( _-#
& VA dasSa) Al glhe 4 g Cils),

The Overall Ledgers (dlea¥) cliwall jid3) They
are control accounts over the governmental units
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sub-accounts. Examples of these accounts include:
The Overall Ledger of the Credit Current Accounts
(A 4l albleall Jla) 85) and The Overall
Ledger of the Debit and Credit Contra Accounts

(A1 5 Al dpellaill cililaall Ml jida),

D- The Statistical Books:

Statistical books are the second type of records rather
than the accounting records. The objective behind the
use of the statistical books is to achieve sound control
over the governmental units operations. Examples of

such books are:

ental
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unit should not exceed the amount determined in
relation to each item or kind and it should not
disburse on an irrelevant amount.

The Daily-Summed Calculation Book ( 4swal) sés
dagdl). It is known that the governmental
accounting is based upon the double-entry system.
Such a system will tend to the balance of the total
debit amounts with the total of the credit amounts
entered in the accounts. Such procedure is achieved
by means of the preparation of the daily, monthly,
or annually trial balance. Accordingly, such
balances represent what is known as the book of the
daily calculation. Similar to the trial balance, this

book is broken down into two sides: debit side and

212



credit one which are filled in with figures that in
achieving the equality, as follows:

a. The total of debit amounts which represent the
expenditures, debit current accounts, debit contra
accounts and the balance of cash at the end of the
day should equal the total of credit amounts which
represent the revenues, credit current accounts and
credit contra accounts.

b. In the absence of errors both in entries and in
accounts, the two sides of the book will be
balanced.

c. In the case of the contrary, such position will be a
proof of the existence of errors that call for an

overall audit to discover these errors.
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d. The debit and credit amounts of the daily summed
calculation book are taken from the totals of the
settlement book as well as the balance of cash at the
beginning and the end of day.

e. All of the accounting operations must be approved

by the Head of Accounts.







3. The Quarterly Financial Account ( lwall Cids

.8 Ve bl s siw a2 dl). This report is prepared
every three months including the expenses and
revenues items of this period, in addition to the
balances of debit and credit current accounts. The
account of the fourth quarter should include
financial information of the preceding three
quarters.

. The Final Account ( Vo 8 laiul ; mabidl) iluwal) cids
.Z.8). At the end of the financial year, the
governmental units prepare the final accounts to
picture their actual expenditures and revenues, in

addition to the surplus or deficit if any, compared
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with what has been included in their budgets. It also
includes the units rights and liabilities with the third
parties at the end of the financial year. The final
account should be attached by the following
enclosures:

. An annual achievement report signed by the Head
of the governmental unit. It contains the operations
results of the current and investment budgets’
goals, the implementation deviations and their
causes if any, the suggestions for rectifications and
their effect on the unit’s final results.

A statement of the investment utilisations showing
what has been completed and its expenditures till

year end concerning each project separately.
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c. A copy of the monthly and quarterly financial
accounts together with the achievement report and
the statement of the investment utilisations which
should be sent to the Accounting Central Agency.

4 -Accounting unit
It consist of (audit section — deletion section -

dossiers and archive section) the director of the

accounting unit is a representative from the Ministry
of Finance in all government agencies and he has the
right to the second signature and the agency has the
right to first signature and every entity carries an

institutional code for it that is not repeated.
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in the state’s general budget by implementation of the

Government Financial Information Management

System (GFMIS).




- Adding the functions of extracting consolidated

reports (quarterly financial account form- Economical
source of financing (monthly report) to the function of
the budget body in ministries and public service
bodies, also the budget departments and the final
departments (each within its jurisdiction) review and
send the consolidated report at the level of all the
accounting units of the budget body extracted from the
(GFMIS) system to the competent departments in the
final accounts sector of the Ministry of Finance after
its approval and signature, after all its sub-accounting
units send a monthly letter approved by the

representative of the Ministry of Finance in the
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administrative authority stating that the data extracted
through the (GFMIS) system matches the data
recorded in the books and records of the sub-

accounting unit.

The specific dates for the financial follow-up reports

after the completion of the (GFMIS) system:










disbursement :Payment status is done with payment

orders or settlement vouchers for transfer from one
account to another account.

Revenue: Collection status is done through the
collection channels available from banks and
collection devices such as Fawry.

Its Advantages

1- Limiting money circulation (not exposing it to
damage) which limit the issuance of new currencies.

2- Limit carrying large sums (reducing theft ).

3- Not to delay in settling payments directly from the

account of the Ministry of Finance.
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4- Speed of adding proceeds to the account of the
Ministry of Finance (unified Treasury account)

5-Ease of matching book balances through the unified
treasury account.

6-Save check books printing costs.

7- Saving the costs of obtaining account statements
and sending them by mail ( which are obtained
through the laptop).

6 -Accounting for the Governmental Transactions:
Similar to the businesses units, financial transactions
performed by governmental units should be entered
into their books according to the double entry system.
However, the names or the denominations of such
used accounts in these units differ from those used in

businesses ones, to cope with the denominations
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indicated in the State’s general budget. The method of
entering the financial operations in the governmental
units are reviewed in the following sections.
Recording the Current Expenses:

The governmental units pay their current expenditures
by disbursement (payment) vouchers ( 3 <l 5
.z.¢). Such expenses are conducted as follows.

Law no. 139/2006 was promulgated to amend
Governmental Accounting Law no. 127/1981.
Accordingly, the Treasury Single Account ( <les
assall 431 3a0) was established to include all of the
accounts of the Ministry of Finance, the administrative
body units, the local administrative units, public
servicing and economic authorities and other parties

that have accounts opened in the Central Bank of

227



Egypt. There are some decrease and circulars issued in
this regard ( MOF bulletin no. 7/2007 and decrees no.
35/2009, no. 531/2010, and the circular book no.
21/2011. Accordingly the checks were replaced by the
Electronic Payment System (sl adall  alas),
According to the Electronic Payment System (EPS),
the following journal entry is used to record the due
current expenditures (in the governmental units which

follow this system):

Upon paying the disbursements which are shown

on the Financial Account (.z.& Vo 3 ldiul-cluall (iS)
printed from the consecrated Lap Top for the

settlement of payment orders, the Payment Orders-
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Sent a/c is debited and the Central Accounting Unit a/c
of the Treasury Single System (which replaced the

Central Bank of Egypt a/c) is credited as follows:

The credit balance of the payment orders accounts

on the Financial Account ((z.g Vo s laiul-cluall Cais)
will represent the value of the sent payment orders by
the governmental unit which are still due (without
disbursement) and are not settled.

Upon payment of deduction:

In event that the payment order is returned for any

reason after it has been deducted and adding it again in
the account statement of the central accounting units,
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until the necessary documents are completed to issue

the payment order again to the beneficiaries.

The Entry of Wages:

It is known that wages represent a high percentage of
the expenditures of the governmental body, to the
extent that the first chapter of the State’s general
budget’s utilisations is confined to them. In the real
world, prior to the disbursement (payment) of the
monthly wages, a list containing the names of the
personnel working in the service of the unit, the wages
of each one of them, and the total of their wages is
prepared. The net wages which the staff members

receives will represent the difference between the total
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dues of the staff member and the deductions imposed
thereon.

Of course, the staff member’s dues differ according
to the job occupies and the allowances required by
such a job. Also, the deductions vary from one staff
member to another. The staff member’s wages
represent the basic wages, the nature-of-work
allowance, the representation allowance, the infection
(contagion) allowance, the university and scientific
research allowance, the leadership allowance and
others. The deductions include the staff member’s
share in security and pensions, taxes, the health care,
the clubs subscriptions, the repayment installments of
commodities purchased, alimonies (Ralkaall as 3 Aas)

ruled by law and others.
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According the Electronic Payment System (EPS),
the net salaries of the staff members is transferred
electronically and each staff member gets its due
salary by means of credit card given thereto. Using the
Automatic Teller Machines (ATM) he/she can draw
the salary at any time and required amount. Regarding
the deductions retained by the governmental entity out
of the salary of the staff member in favour of other
entities, they are also transferred electronically.

On the application of the ATM system, concerning
payments of the staff members of the governmental
unit, an electronic payment order is issued. This order
should be signed ( first and second signature), using
the electronic signature of the staff members’ net

salaries. The transaction must be adequately clarified
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in order to ease the review process when printing the
financial account or list and settling the payment
order, in addition to recording the deducted amount
and adding it the Creditors Account.

The following journal entry shows how the staff

members’ monthly salaries are recorded:

Payment of Deductions:

The governmental unit issues Electronic Payments
Orders in favour of the entities or parties which have

deductions. For example, the following journal entry
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of the Taxes Administration’s deductions is done by

preparing an Electronic Payment Order (settlement)

deducted from the creditors accounts:

Upon paying the disbursements which are shown on
the Financial Account (.z.g Vo 3 laulcluall (wiS)
printed from the consecrated Lap Top for the
settlement of payment orders, the Payment Orders-
Sent a/c is debited and the Central Accounting Unit a/c
of the Unified Treasury System (which replaced the
Central Bank of Egypt a/c) is credited as follows:
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Prepare the journal entries which would indicate the
debit and credit columns on the disbursement journal
book and settlements forms, assuming that: (a) The
unit follows the Electronic Payment System and ATM

for paying to the staff members

Solution
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Permanent petty cash:




The initiation of the fund:

By the initiation of the fund, it is meant the
disbursement of its amount to the employee who will

be empowered expenditure thereform.
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A-That is done by a means of a payment order by
postal or bank transfer, and it is not made on the
employee’s government card: (Taking into account
writing the full name of the beneficiary as mentioned

in the national number - and not including any other

words inside the name field other than the name only)

(B) When printing the weekly or monthly statement of
account through the system and settling the payment

order:
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2- Retrieving the amounts disbursed from the
permanent advance:

The Accounts Department reviews the documents of
replacing the permanent advance, and after verifying
its validity, a payment order is made for the value
involved, with the amount which was in trust-charge

of the employee returning to its origin:

3-In the case of transferring the permanent petty cash

from one person to another:
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The petty cash may be transferred from one employee
to another through notifying the Accounts Department
Immediately in order to initiate the transfer of the
advance in its books with a settlement voucher in the

name of the new employee in accordance with the

declaration signed by him.

XX

XX

4- Changing the value of the permanent advance:

The amount of the permanent advance is determined
after the lapse of six months from the date of its
disbursement, so that it does not exceed the average
monthly disbursed of it in this period plus (50%). with

the increase, if any, to be transferred to the treasury
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and notify its competent responsible of that.

There are two cases for changing the value of the

permanent advance as follows:

The first case: the case of reducing the value of the

permanent advance:

Care must be taken in determining the value of the
permanent advance in order to reduce it to the

minimum limit possible.

(a) The reduction before the retrieving and when
refunding the value of the reduction the following

entry shall be made:

By cash under settlement

To debit- permanent petty cash in the employee's
name (Code 31130101)

(b) The reduction at retrieving:




That the amount of the retrieving is greater than the
amount of the reduction: The following accounting

entry shall be made:

By current expenditure - (according to the budget
chapter and the concerned kind) (with the amount of
retrieving in full)
To sundries
Payment orders sent - (according to the
budget section) (difference)

debit- permanent petty cash in the
employee's name (with the amount of the reduction)

current credit amounts under settlement
(amount of withholding tax)

That the amount of the retrieving is less than the

amount of the reduction: the difference is returned in
the treasury of the entity, and a payment order for the

value of the retrieving is not made.
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By current expenditure - (according to the budget

chapter and the concerned kind) (with the retrieving

alue)

To sundries

debit- permanent petty cash in the
employee's name (with apart of the reduction value)
current credit amounts under settlemen

(amount of withholding tax)
B-
By cash under settlement (by the difference)

To debit- permanent petty cash in the employee's

name (with the residual value of the reduction
amount)

The second case: the case of increasing the value of

the permanent advance:

If the average monthly disbursement increases after
six months from the date of disbursement of the
advance with an addition of (50%) to the value of the
licensed permanent advance, and there is an urgent

need to increase its value, another license must be



obtained with the required increase from the head of
the entity and it shall be disbursed according to the
case and the following accounting entries shall be

made:

(a) That the increase is before the retrieving date:

By debit- permanent petty cash in the employee's
name (increase value) (Code 31130101)

To Payment Orders Sent —debtors(Code
41110914)

(b) That the increase takes place when the permanent

advance is retrieved:

current expenditure - (with the retrieved value)
debit- permanent petty cash in the employee's name
(with the value of the increase)

to sundries

Payment orders sent - (according to the
budget chapter) (Value of the amount to be
increased in addition to the net disbursed amounts

of the permanent advance)

current credit amounts under settlemen
(amount of withholding tax)
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5-If the permanent advance is closed at the end of the
year or its purpose is ended up:

The remaining amounts without disbursement from the
permanent advances are returned at the end of each

financial year so that the balances of accounts are

until the
end of the fiscal year, and the following accounting

entries are made:
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disbursed amounts)

current credit amounts under settlement

B:
By cash under settlement (the residual value of the

permanent)

To debit- permanent petty cash in the
employee’s name (the permanent value)

The necessary transfers must be made in all cases of
retrieving, increase, decrease and refund of the
remaining permanent advance between the accounts of
the central accounting unit to ensure that the book
balances from (the records and the (GFMIS system))

match the bank balances (from the financial position
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and the account statement of the central accounting

unit). and the following accounting entry is made :

By central accounting unit- debtors (code 31110515)

To central accounting unit (according to the
account concerned)

Temporary petty cash/advances:

The governmental expenditures operations through

cash may be disbursed to an employee, so that he
ould use it to spend sums therefrom in order to
urchase items, or implement works for the unit, after

hich he would have to submit the documents

orks. The amounts of the temporary or provisiona

etty cash are lodged immediately upon disbursemen



to the employee under the expenditures account which

may suggest the accomplishment of the disbursemen
rocCess.

ollow up the implementation of the petty cash subjec
0 its deletion and cancellation when the employee wil
ave submitted the documents related to the settlemen

I the entries related to

his account are to take place as follow:

When disbursing the petty cash to the competent

employee:

By current expenditure (according to the chapter,
concerned kind)

To payment orders sent (according to the budget
chapter)

- a contra account to control and monitor the advance:
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By amounts disbursed as a temporary petty cash to the
employee ....a/c

To works and purchases for which a temporar

2- When works or purchases are done within the legal
period and submitting completed advance settlement
documents, the following accounting entries are made
according to the different cases to settle the value of
the temporary advance, which are as follows:

The first case: the temporary advance amount has been
completely used: In this case, the accounting treatment
is limited to canceling the entry and recording the
amounts due as deductions (taxes, stamps, etc.), and

the following accounting entries are made:
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To amounts disbursed as a temporary pett
cash to the employee.... a/c

B:

alc

To current credit amounts under settlement
(with the amount of tax withheld)

By cash under settlement

XX

XX

The second case: The value of the temporary advance
is not fully disbursed and the residual of it is returned

to the treasury:

A: an accounting entry is made to record the refund of

remaining cash and to cancel the original entry.

By works and purchases for which a temporary pett
cash was disbursed a/c

To amounts disbursed as a temporary pett

cash to the employee.... a/c =
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B:
By cash under settlement

To sundries

Current expenditure - according to the chapter,
concerned kind)

current credit amounts under settlement (with
the amount of tax withheld)

The third case: the operation is carried out after the

XX

XX

XX

legal period:

In this case, the person in whose custody the
temporary advance, who is late in submitting the
disbursement documents, must refund the remainder
of the advance, if any, as well as the deductions that
must be paid for the work of the temporary advance;
as well as paying a delay amounts, if any, on the basis
of the lending rate announced by the Central Bank of
Egypt; This is for the period starting from the day
following the date on which the period specified for

the temporary advance ends until the day on which



settlement documents of the advance are submitted to
the Accounting Unit, with the necessary investigation
carried out to ascertain the reasons for the delay and
the responsibility of the person in charge of the

temporary advance.

refund of the delay amounts and the remainder of the

advance and cancellation of the entry:

By works and purchases for which a temporary petty| | Xx

XX

In additions to the following entry:

By cash under settlement

Fines proceeds (in value for the delay)

Current expenditure - according to the
chapter, concerned kind)

XX

XX

XX

XX
current credit amounts under settlement (with
the amount of tax withheld)
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Fourth case: Increasing the value of the advance
previously authorized by a maximum of 20%:

In this case, the value of the previously authorized

254



Current expenditure - according to the chapter,|| xx
concerned kind)
amounts disbursed as a temporary petty cash to the -

employee.... a/c

To sundries
Payment orders sent

works and purchases for which a temporar
petty cash was disbursed a/c

XX

XX

Amounts collected by entities (administrative
expenses - commissions...others):
1- When implementing the budget, each entity shall

abide by the following rules:

Proceeds from administrative expenses charged by the
entity in return for performing a service for another
entity shall be transferred revenues without deducting

any amounts from them for any expenses whatsoever.
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By received payment orders - other revenues|| Xx
Collection commission (code 11320129) -
Amounts collected for services rendered -

(code 11320126)
other  miscellaneous  revenues (code

11350106) XX

When printing the account statement of the Central
Accounting Unit — Revenues:

By central accounting unit - other revenues
(code 31110512)

To received payment orders - other
revenues (code 31120511)

Recording the Current Revenues:
Electronic collection instructions according to the
decisions of the Minister of Finance Nos. 269 and 760
of 2018.

In light of the issuance of the Minister of Finance's
Decisions No. 269 and 760 of 2018 regarding the

electronic collection of government dues, the Circular
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142 of 2018 in the same regard, and the approval of
the Supreme Mechanization Committee at the Ministry
of Finance, In light of the development of electronic
collection mechanisms and means that are consistent
with the developments of the stage, the Ministry of
Finance has made available many interim collection
methods through which governmental collections are
implemented,

In this regard, the Accounts and Financial Directorates
Sectoridldl (Sl Slleall gUsd ) jssued  the
accounting procedures and treatments to use the
available means which represented in the following:

First: Available electronic collection methods:
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3- Collection through the usual cashier payment-
il ua 4e gd1a for proceeds of 500 pounds or less:
They are collected and deposited by the cashier at one
of the participating banks in the system, cashier
payment (GPS.MOF).

Second: Adding proceeds in entities' accounts and
accounting units:

The Receipts are added according to the following
division:

1-Budgetary accounting units only:
*** |If the collection is by machine: The proceeds are
directed to any of the revenue budget chapters(first -
third - fourth) creditors (in the central accounting

unit).
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*** Collection through citizen payment or cashier

payment :According to the directive on any of the
revenue budget chapters (first - third - fourth) creditors

of budget receipts. And directing on the creditors
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account for proceeds from the special accounts of the
central accounting unit.

3-Special accounts units with a separate
institutional code:

*** |f the collection is by machine: directing on the
creditors account for proceeds from special accounts
not linked to the databases of the central accounting
unit, and on private bank accounts linked to databases.
*** Collection through customer payment or cashier
payment: According to the directive on any of the
revenue budget chapters (first - third - fourth) creditors
of budget proceeds. And directing it to the creditors
account for proceeds from the special accounts of the

central accounting unit.
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B- Values whose owners refuse to pay by electronic

means and are greater than 500 pounds, 5%

administrative expenses are collected out of the
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total amount directed to Chapter Three, other
miscellaneous revenues in the discharge statement-

2- Collection using cards on GPOS for values

exceeding EGP 500 to EGP 9999:

A- The customer goes to the competent department to
pay the value of the service, fees, insurance, etc.
using his card, and the agency determines the value
to be paid and gives the customer a paper cash
collection order and directs it to the collector or

cashier.
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- The collection point belongs to an economic body.
The chapter of economic bodies is chosen. The
addition will be in the economic authority’s account
at the central bank, knowing that the economic
authority’s account number does not appear to the
machine user.

C- After passing the card and determining the value on
the machine based on cash collection order, and
entering the password of the card for the citizen
with his knowledge, two receipts are printed:

-The first receipt: pertaining to the citizen with a "copy
for the customer" written on it. Its data includes the
deducted amount from the citizen's card, the

machine number, the card number, and the type of
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budget chapter. And the phrase "I agree to deduct
the above amount from my card balance™

-The second receipt: for the office with a “copy for the
office” written on it. Its data includes the deducted
amount from the citizen’s card, the machine
number, the citizen’s name in English (the citizen’s
data that appears on the receipt is the data available
from the bank issued the card), the card number and
the budget chapter. And the phrase “I agree to
deduct the above amount from my card’s balance,”
then the cardholder signs this copy, indicating that

the transaction is correct and the collector keeps it.
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Special cases and problems that may occur Upon

collection with the machine:

- In case of missing receipts from the collector : the
collector prints the missing receipt again as long as
the portfolio has not been sent, and the receipt
appears with the data of the transaction that took
place and at the end of the receipt a duplicate
notice appears to clarify that it is printed for the

second time.
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-If the number of transactions is large per day: the
collector can send more than one portfolio during
the day, but the collector must make sure that the
individual receipts (all collection receipts that were
made during the day) are equal to the total reports
each time before sending because it is not possible
to print additional receipts. After sending the
portfolios.

- All portfolios that are sent during the business day,
whether they are sent once or multiple times,
appear in the transactions report of the accounting
unit and the statement account of the sub-
accounting unit in a combined form as a single
total amount as long as the portfolios are sent

before the midnight.
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3- Collection by using electronic cash collection

orders of 10,000 pounds or more:




A- The citizen goes to one of the competent
departments to pay the value of the service, fees, or
insurance ... etc, and the agency determines the
value to be paid and gives the citizen a paper cash
collection order and directs it to the collector or
cashier.

B-The cashier or the collector enters the amount to be
paid, the national number of the citizen, and a
description of the nature of the revenue from the
list on the screen of the pos machine and the
budget chapter and wait for the exit of a receipt
containing an indicative number and the national

number of the customer.
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F - The bank employee prints the bank receipt and
gives it to the customer to sign it to make sure that
the transaction is correct.

G - The bank employee prints another receipt and
gives it to the citizen stating that the citizen has paid
the required amount. The receipt received with the
customer from the bank dealing with the system is
considered a payment document.

H- The customer go to the collection point again to
hand over the original bank receipt and to receive
the counterfoils of cash receivable, on which it is
written that a customer payment from the same
book prepared for POS machines from the collector
indicating all the details of the payment , Provided

that the receipt data includes the cash collection
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order number to prove the customer's personal or
legal right, and The addition of the customer's
payments is shown in the transactions report on the
account and the account statement of the central
sub-accounting unit with the value of the payment
made at the bank.

The discharge statement prepared by the cashier or

collector for receipts using the cards and GPOS

cash collection orders, its attachments will be:

- The counterfoils of cash receivable, that written on it
were collected by the POS machine.
- Receipts issued by the electronic collection machines

for the sums collected and signed by the citizen.
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**** The work cycle within the accounting units of

whatever type (administrative / service / local /
economic):

(1) Responsibility of the data entry of electronic
payment data in electronic collection:

- issuing and printing settlement reports for POS
electronic collection machines from the URL available
to them through an entry name and password for

electronic collection, To issue reports at the level of
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each collection point (machine) or at the level of

collection points of the unit and make them available

to the auditor of cash under settlement.

- Make a cash collection order from the GPS system

in cases of necessity and under the direction of the

head of the agency after taking the opinion of the
accounts manager.

(2) Responsibility of the auditor of cash under

settlement in electronic collection:

- The time period for following up and issuing reports,
transactions report and settling the amounts
collected using the POS collection machines.

- The responsible auditor reviews the reports on a
daily basis and follows up the reports of adjustments

of successful transactions , which appear daily on
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the next working day to transactions carried out on
the POS machine only, using a URL that is provided
to the accounting unit, making sure by the auditor
that there are no open portfolios in the collection
points of the accounting unit(which may be more
than a collection point) through the report of open
portfolios, , and in the event that there is any open
portfolio, The collector is notified for the necessity
to send the portfolio through an immediate
telephone signal to him. As well as taking the
necessary administrative procedures to emphasize
non-laxity of the collector in sending the portfolios

daily at the end of each working day.
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Entry explanation:

-Settlement of cash receipts via pos and electronic
cash collection orders

- Successful transactions settlement Report from /
2020 to /2020 / Machine No. ()

- counterfoils of cash receivables receipts for the same
period (electronic cash collection)
That the settlement are made up-to-date.

After printing the weekly central accounting unit

account statement, the following entry takes place:
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(closing the cash under settlement in the accounts of
the accounting unit)

B- Budgetary units with special fund accounts:

The necessity to prove the receivables related to the
funds' accounts, Based on a certified statement of
detailed proceeds, According to what is recorded in
the fund's accounts to prove it in the accounts of the
budgetary unit. knowing the nature of the proceeds of
each machine will help in the process of separating the
proceeds easily, and the accounting treatment will be
as follows:

In the books of the budgetary accounting unit (proof of

the proceeds for special funds accounts)
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Entry explanation:

- Proof of the proceeds of the special accounts or
funds in the records of the budgetary accounting
unit (budget code 101010101)

- With the necessity of having independent records to
prove what is related to each account, whether
there is one account for the fund or there are more
than one fund that follows the budgetary
accounting unit.

After printing the weekly central accounting unit
account statements, the following entry takes place:

(closing the cash under settlement in the accounts of

the accounting unit)

When making a settlement voucher to transfer the
amounts due to the fund (A deduction from the central
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accounting unit (creditors) and added to the central
accounting unit - funds and special accounts) and
printing the account statement of the accounting unit
(creditors), the following is done:

The entry

The entry explanation

- Proof of the proceeds of the special accounts or

funds of the budgetary accounting unit.
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- When adding the amounts due to the fund in the
self-resources account-funds and special accounts-
and printing the account statement, the following is

done:

Entry explanation:

Closing the debited amounts at the budgetary
accounting unit.

C-accounting unit of special accounts and funds
with one fund or group of funds:

When printing settlement reports for the successful
transactions of all machines belonging to the
accounting unit and matching them with the discharge

statements received from the collection points
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Including (counterfoils of cash receivables) receipts of
electronic cash, attached with receipts issued by the
POS machine And the customer and cashier payment

receipts indicating the collection, the following entry

Is prepared:

When adding the amounts to the central
accounting unit( creditors) and after issuing the

account statement of the central accounting unit:

When a settlement voucher is made to transfer the

amounts from the central accounting unit account(

creditors) To self-resources account of funds and
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special accounts and printing the statement of account

for the accounting unit(creditors) the following is

done:

With an emphasis on the following:

# In the event of non-compliance with the payment of
the government dues referred to in the decisions of the
Minister of Finance No. 269 and 760 of 2018
regarding the electronic collection of government
dues, the administrative expenses (10%) will be
collected and transferred to - other miscellaneous
revenues account (chapter ...).

# At the end of the month, the percentage due to the

Ministry of Finance is calculated and paid to the
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account of the central accounting unit through a
disbursement approval form to disbursement of the
due amounts to the Ministry of Finance , and sending a
detailed statement of the percentage paid for each
account to the central accounting unit, and the entry
will be as follows:

oo it o |
The Ministry of Finance stresses that all the
representatives in the authorities addressing it ,must
pay the Ministry of Finance’s share of special accounts
and funds within their legal dates. Those responsible
for delaying payment shall bear the consequences of
delay, and the Ministry will deduct the public treasury

dues through it in this case.
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D- An economic entity’s accounting unit:

It is following the same work procedures that are in
the budgetary accounting units, Knowing that the
collection processes that take place using the
customer's card on the pos machines are added directly
to the authority’s account at the central bank And
proceeds that are made by creating cash collecting
orders from either pos machines or accounting unit
laptop, The addition takes place in the authority’s
account in the central accounting unit - economic
bodies - and the accounting entries are in accordance
with what is known in the unified accounting system.

Illustration: prepare the required journal entries to
record the following operations.

(1) The accounting unit received the discharge
statement, accompanied by GPOS receipts and cash

receivables receipts, amounting to 60,000 L.E,
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|representing_j revenues for the accounting unit, and thel

accounting unit printed financial reports from its GPS
system.

[By cash under settlement(electronic collection)
To revenues

[By central accounting unit(revenues)
to cash under settlement(electronic
collection)

Represent dues on the budgetary unit:

[By cash under settlement(electronic collection)

[By central accounting unit(creditors) 60000
to cash under settlement(electronic
[collection)

[(3) Assuming that the amounts collected in No. |

60000

related to

special funds and accounts (code
1501010101)

To concerned account(revenues-

[By cash under settlement(electronic collection) |60000.

(4): The accounting unit received the discharging

statements and their attachments

confir

ming

gl
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lcollections of 100,000 L.E for one of the special funds|

In the books of the budgetary accounting unit:

(Training and Development Fund) that belongs to the

Development Fund)

By cash under settlement(electronic collection)
To credits under settlement(Training and

By central accounting unit- (creditors)
to cash under settlement(electronic collection)

In the books of the special fund or account: [N

[100000] |

[By debit current amounts under settlement at
the budgetary accounting unit
To Training and Development Fund

By central accounting unit- special funds and

[100000] |

‘100000'
|100000I

LOOOOOI

L.E, wages and deductions were paid.

To sundries

settlement- (deductions)

Payment orders sen

By current expenditure(chapter one )

Current credit amounts under

(deductions)

By Current credit amounts under settlement-
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| To payment orders sen- |5000.
By payment orders sen

To central accounting unit 200000
(When printing the monthly or weekly account
[statement from the system)

[(6) Assuming that a payment order has returned back[

to the accounting unit due to the death of an employee
entitled to wages of 3000 L.E.
By central accounting unit 3000
To credit amounts under settlement 3000

(7) _Assuming that the heirs of the employee are
entitled to the wages, they submit proof of their

entitlement to the disbursement._
By credit amounts under settlemen |3000.
To payment orders sen 3000
By payment orders sent
To central accounting uni 3000

(When printing the monthly or weekl
| [account statement from the system)

[(8) Accounting unit (x) has initiated a permanent
advance of 1,000 pounds to spend on petty cash in the
[name of employee Hazem.

By debit- permanent petty cash - Hazem(Code
31130101)

To payment orders sent a/c - Debtors
(code 41110914)

IBy payment orders sent —debtorsi R | 1 |
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To central accounting unit-debt

ors
(When printing the monthly or weekl
account statement from the system)

(9): Suppose that Hazem submitted documents to
|retrieve the advance (evidence of disbursing the
amounts in his custody) and that the withholding taxes

amounted to 50 L.E.

By current expenditure
To sundries

Payment orders sen

current credit amounts under

settlement (tax authority)

(11): Suppose that it was decided to reduce the
permanent advance to 600 L.E, and this decision was

By cash under settlement
To debit- permanent petty cash - Hazem

(12) Suppose that it was decided to reduce the
permanent advance to 600 L.E, and this decision was
after submitting the retrieving documents, which
amounted to 800 pounds (including taxes of 80 L.E).
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y current expenditure
To sundries
Payment orders sen
debit- permanent petty cash -Hazem

current credit amounts under settlemen

(amount of withholding tax)
(13): Suppose that it was decided to reduce the

t

permanent advance to 600 L.E and this decision was

after submitting the retrieving documents, which

y current expenditure
To sundries
debit- permanent petty cash -Hazem
current credit amounts under

)
y cash under settlement(400-270)

To debit- permanent petty cash -Hazem
(14) Suppose that it was decided

lamounted to 300 L.E (including taxes of 30 L.E).-

to increase the

permanent advance to 1300 L.E, and

this decision was

before submitting the retrieving documents.

By debit- permanent petty cash -Hazem

To payment orders sent- debtors
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(15) Suppose that it was decided to increase the
permanent advance to 1300 L.E, and this decision was
after submitting the retrieving documents, which
amounted to 400 L.E (including taxes of 40 L.E).

current expenditure
ebit- permanent petty cash -Hazem

[oX

To sundries
Payment orders sent
current credit amounts under

settlement (tax authority)
(16): Suppose that it was decided to cancel the
permanent advance (the value of the advance is 1000
L.E) and the amounts disbursed from the advance to
date were 500 (including taxes 50 L.E).

debit- permanent petty cash -Hazem
settlement (tax)
By cash under settlement(400-270)

To debit- permanent petty cash -Hazem 550
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I(17) Suppose that It was authorized to initiate al
temporary loan of 2000 L.E to purchase commodity
supplies, by Ahmed.

Ahme

emporary  petty cash was disbursed
(18) Due to the insufficiency of the temporary advance
for the implementation of the works (the original value
of 2000 pounds), it was decided to increase the
advance by 20%.

current expenditure(2000 x 20%)
amounts disbursed as a temporary advance-

Ahme

payment orders sent
works and purchases for which a

temporary petty cash was disbursed
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I(19)suppose  that the accounting_] unit have the
foIIowing revenues, Proceeds of 1000 L.E as a
collection commission, 2000 L.E in return for services,
penalties and fines for cash payment outside the
electronic collection system, 3000 L.E.

By payment orders received - other revenues
To sundries
Collection commission

Amounts collected for services rendered

other miscellaneous revenues

By central accounting unit - other revenues
To payment orders received - other| 6000
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Part Two
National Accounting
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Chapter Five
The Nature of National Accounting
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1- What is the National Accounting?

The complication and the development of the
economic activity made that it is impossible for the
economic decisions maker to provide information
about the economic activity of one sector, of which
consists the economy, or to obtain data about a certain
industry. Such circumstances have created the
necessity for a mechanism or an instrument to provide
such requisites. In the light of the growth of the State’s
role in the operation of economic activity, the
importance of such instrument has increased and such
instrument has been found in national accounting.
Accordingly, the national accounting is defined as
being “a set of principles and bases which govern the
assemblage, the classification, the summarization
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and the presentation of the economic activity’s
results of the sectors of the national economy, with
the objective of providing the required information”.
Hence, from the above definition, the most important
functions of national accounting could be summarised
as follows:

First: The Recording Function: This function

represents the first feature of any accounting system.
So, such function is interested in providing full
information which is adequately originated about the
economic activity of the society such as the
consumption, saving, investment, import, export,
borrowing and lending. Of course, this function is
considered the corner stone for conducting the other

functions of accounting, in addition to its importance
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in providing a historical record of the economic
activity.

Second: The Analytical Function: This function

aims of providing information and details of the
economic activity to identify the relationships between
the sectors of the economy, and then between them
and the outside world, in order to know the extent of
their strengths or their weaknesses. Such information
and details help studying the balance between supply
and demand, studying the balance between saving and
investment and studying the balance between the
proceeds and utilisations of foreign exchange.

Third: The Predictive Function: This function

depends upon the study and analysis of the past and

current information to discover the prospective events.
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This function provides a picture of what the economic
policies could show in the future. The expectations of
economic changes regarding private and public
consumption, savings, investments, exports, imports,
and the servicing of debts help knowing of the effect
of that on the fundamental balances in national
economy such as the inflation, deflation, or deficit in

the balance of payments.

2- The Main Objectives of the National

Accounting:

Similar to other branches of accounting, the objectives

of the national accounting could be as follows:

1- The measurement and presenting of the results of
national activities within the State during a certain

period of time.
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2- Determining the national wealth of the State on a
determined date, by means of preparing the State’s
general public.

3- Tracing and presenting of the overlapping
relationships between the economic sectors, with
the aim of planning for development of a certain
sector. For example, the development of the
Agricultural Sector depends upon the extent to
which some of the outputs of the industrial sector
would be made available such as with fertilizers
and agricultural tractors.

4- Providing the predictive information required for
planning purposes and for decision-making

processes. The effect of the economic polices on
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such information should be taken into consideration
prior to proceeding with such plans and decisions.
5- Providing comparative information between the
financial periods the States. This would help
identify the trend of economic performance in the
State, such as comparing between the income of the
individual and his/her productivity throughout and
over the time periods, or with their counterparts in

the other States.

3- The Concepts of National Accounting:

The Economic Operations (Transactions):

The measurement and delivery of economic operations
depend on the method of completing these operations.
Accordingly, the economic operations are divided into

the following:
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First: According to the way in which these

operations _are done. Following this approach,

operations can be divided into:

a)

b)

Monetary operations which mean exchanging of
commodities and services against cash amounts.
Exchange operations which mean the barter
(A=isd)) operations affected outside the circle of
market transacting, such as the payment of wages
by means of part of the production or the exchange
of products without fixing market values for them.
Figurative operations ( sl &jlae sl 430, ke
duiiaa) such operations do not take the form of a
monetary or in-kind exchange. They are operations
which are undertaken within the same accounting

unit such as the owners salaries against
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management, the rental value of owned buildings,
and the interest on invested capital.

Second: According to the economic functions on

the national level. Following this approach,

operations can be divided into:

a. Production operations which result in new
benefits or the increase of outstanding (existing)
benefits.

b. Consumption operations that satisfy the citizens’
needs.

c. Investment operations which create the capital
structure of the society.

Third: According to the nature of the economic

operations. The economic operations, in terms of their

nature, are divided into:

309



(a)Current operations that are related to the current
activity during the financial period.

(b)Capital operations which are conducted over a
number of financial periods.

Fourth: According to their participation in the

creation of the national product, operations can be

divided into:

A. Income operations which represent the returns of
production factors, such as wages, rent, interest,
and profits.

B. Transfer operations which express payments that
are not accompanied by a benefit or a service in a
direct form. They represent financial transfers from
one unit to another, such as donations, subsidies

and pensions.
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Fifth: According to the requirements part of the

national accounting, operations can also be divided

into final operations which result in final commodities
and services emerging of the production circle to the
consumers, and intermediary operations that
involving the commodities and services which enter
into production.

The Concept of National Product (NP):

The national product (=8 zll') represents the market
value of the final commodities and services produced
in the State during a given financial period as a result
of the reaction of the production factors. When
measuring the national product, the natural and
inherited resources and resources granted by

international entities are not included in the national
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product, as they do not result from the reaction of
production factors, but the represent a national wealth,
such as the water of the rivers and the legacies.

On measuring the national product, its is important
to differentiate between the commodity flow that
represents part of the national product, and the
commodity stock which represents a national wealth.
The monetary or cash measurement is considered the
most appropriate basis for the computation of the
national product value since it works for aggregating a
large number of commodities and services final
outputs according to their monetary values.

On the other hand, the measurement of the national
product faces some problems, the most important of

them are:
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A. The figurative transactions: Some of the final
production of commodities and services is not
exchanged on the market. Part of these
commodities and services goes directly to
consumption without an exchange on the market,
such as the direct consumption of the corps
produced by the farmers and the services rendered
by the family members, especially the work of the
housewives. Such transactions represent an
important part of the national product. In spite of
the difficulty of measuring some figurative
transactions, reasonable solutions have Dbeen
provided such as pricing them at the same price of

their counterparts handled on the market.
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B. The treatment of services: Final services should
be considered when measuring national product.
Services of health and education provided by the
governmental units for the citizens for free should
be evaluated on basis of the price of the same ones
and should be considered when measuring national
product, like commodities.

C. The range of the national product: The locally
produced commodities and services represent the
local national product. Nevertheless, they may be
the product of the reaction of national and foreign
production factors. On the other hand, incomes may
be received by, and transferred to, citizens from
abroad against their contribution to the foreign

national product. Therefore, the local national
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product is calculated by adding the inflows coming

from the external world and deducting the outflows

going to the external world.

There are a variety of concepts that could be used
for expressing the national product, the most important
of them are:

1. Gross National Product (GNP): Gross national
product (=58 zull JMaal) takes into consideration
what was produced in an economy during a specific
period, whether tangible or intangible productions
that satisfy individuals’ needs. Such concept
includes all commodities produced, with the
inclusion of the amount of commodities consumed
by the producers of that commodities and the

exclusion of all available natural resources to the

315



society, together with any foreign financial support
and subsidy.

Net National Product (NNP): Net national
product (sl zul La) is the gross national
product after deducting the fixed assets
depreciation:

NNP = GNP - Depreciation

. Local Product (LP): Local product (sl gl
includes the value of final commodities and
services produced inside the country, regardless of
the factors of production, whether those factors are
of local citizens or of foreigners living inside the
country. Accordingly, the fundamental difference

between national product and local or domestic
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product is the production conducted by individuals
living abroad. Therefore:

LP = Gross production by individuals living inside
the country.

NP = LP + Production of the Egyptians living

abroad - Production of the foreigners living in

Egypt.
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Or
National Product at Production Factors Costs =
Wages + Interests + Rent + Profits.
National product can be measured according to one
of the following methods, as follows:

First: The Final Product Method:

According to the final product (s~ zW) method, the
final product is measured by the value of the
commodities and services which are produced during
the current period and sold to individuals who
consume or save them during the same period and the
sale value of the increase in the stock at the end of the
period. The final consumption is meant the
commodities which are purchased by individuals or by

the governmental units, or which are using them up.
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The value of goods and services which are used as
intermediate products are not considered when
measuring the national product according to this
method

Example 1:

The following date relate to one of the national
economic sectors which consists of three economic
entities: A that sells its production to B which sells its
production to C Which in turn sells its production to

the final consumers (amounts in L.E. millions):

Instructions:

Calculate the value of the national product according

to the final product method.
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Solution

Second: The value-added method:

The value added is measured by means of the
differences between the value of commodities and
services produced by the unit and the value of the
intermediary commodities obtained by this same unit

from the other units, and which represent the
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production inputs. For example, if the production
value of a certain textile company during a year
amounted to L.E.5,000,000 and the value of the yarns
(raw materials) used in the production of textiles for
the same year amounted to L.E.2,000,000, then the
added value for this company will be L.E.3,000,000.
Of course, the production of commodities for final
consumption wusually requires several production
operations. An example of such production the ready-
made clothes (s aadl (w3ll) which starts with the
planting of cotton, then this cotton is turned and
converted into yarn (J¢), with the yarn then turned
into textile (z3), and with the textile then turned into
dyed cloth or fabric (i¢ seae s i (ilad). The cloth

or material is then turned into ready-made clothes.

321



Throughout these production operations, other entities
perform transport and storage services which create a
localized and timing benefit for the commodities, as a
result of which they increase their value.

The value added that is calculated according to the
previous method expresses the overall value added. To
calculate the net value added, it is necessary to
subtract the value of the fixed assets depreciation from
the overall value added, where the depreciation value
expresses the depreciation of capital represented by
the fixed assets against using it in the production

process.

*Production at market prices include: local sales +

exports + inventory change + products for internal
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uses + self-consumption of products + services sold to

others + production remnants.

Net Added Value at market prices = Gross Added
Value (-) Depreciation of fixed assets.

Example 2:

The following date relate to one of the national
economic sectors which consists of three economic
entities: A that sells its production to B which sells its
production to C Which in turn sells its production to

the final consumers (amounts in L.E. millions):

Instructions:

Calculate the contribution of the three economic
entities in the national product according to the added

value method.
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Solution

Total added values at market price = 105000 millions.

Suppose that the depreciation of fixed assets (capital)
during the period amounted to 20,000 million pounds.
Then the net added vale at market price = 105000 -
20000 = 85000 million pounds.

Example 3:

The businesses sector consists of three production
units: A which extracts petroleum, refines it, and sells
all its production to unit B which produces benzene

and sells it in full to unit C which performs the
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marketing operations of benzene to the end-customers.
The information of costs and sales of the three units
during one of the years was as follows (amounts in

L.E. millions):

Instructions:

Prepare the production account for each of the

production unit.

Solution
The Production Account of Unit (A)
Uses Resources
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The Production Account of Unit (B)
Uses Resources

The Production Account of Unit (C)
Uses Resources

According to the above information, it would be

possible to prepare a Consolidated Production Account
for the three units, with the exclusion of the
intermediary commodities exchanged between them as

below:
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The Consolidated Production Account
Uses Resources

Notes:

e The national product (the sales of the end-products)
= L.E.3500 millions.

e The national product (total incomes of the
production factors) = L.E.3500 millions.

¢ The national expenditures = L.E.3500.

¢ The value added to unit (A) = L.E.1250 millions.

eThe value added to unit (B) = 2425 - 1250 =
L.E.1175 millions. Or = 300 + 75 + 50 + 750 =

L.E.1175 millions.
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eThe value added to unit (C) = 3500 - 2425 =
L.E.1075 millions. Or = 500 + 100 + 15 + 450 =
L.E.1075 millions.

e The overall total value added = 1250 + 1175 + 1075
= L.E.3500 millions. Or = 1250 + 325 + 100 + 1850
= L.E.3500 millions.

To summarize the above mentioned points with
respect to the concept of the national product, the
following is pro forma of the Statement of National

Product according to the value added method.
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National Product Statement
For the Financial Year Ended 30/6/20...

Example 4:

Hereunder are the production data relating to the
national economic sectors of a State for the year ended

June 30/ 2019 (amounts in L.E. millions):
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Instructions:

Determine the net national product at production
factors’ cost.

Solution
Calculations:
*The value of production at market price = sales +
inventory change + self-consumption of products
= 40000 + 10000 + 8000 = L.E.58000 million.
*Net indirect taxes = indirect taxes - subsidies
= 1200 - 800 = L.E.400 million.
*Net factorial incomes from (or to) abroad = Received
factorial incomes from abroad - paid factorial incomes
to foreigners

— 4000 - 1600 = L.E.2400 million.
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National Product Statement
For the Financial Year Ended 30/6/2019

4- The Concepts of National Income:

National income is defined as “the total incomes
earned by the individuals as a result of their
participation in the realization of the national
product”. In other words, it means the total of incomes
received or due to the production factors during a
certain period of time as a result of their contribution
in the production process. Such incomes represent the

return on works, in the form of all that is earned by the
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workers as a result of undertaking work as wages,
bonuses, cash and fringe benefits or social securities.
On the other hand, return on property includes the
profits realized by the capitals, interests realized by the
deposits, loans, and the rents realized by real estate
(lands and buildings), in additions to the profits of the
organizers. The returns on property must include the
implicit (s sl s 5 ) rent of owned and
occupied buildings by the governmental units.
The proper measurement of the national income
must exclude the following:
e The income transfers such as donations, subsidies,
pensions and the end of service bonuses because they
represent an increase in the income of the receiver

and a decrease in the income of the provider.
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e Taxes are excluded on the basis that they represent

the transfer of part of the tax-payer’s fortune to the
governmental entity. They were also measured
previously as part of the tax-payer’s income.

e The written-off debts are excluded as they represent
the transfer of part of the creditor’s wealth to the
debtor.
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