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Preface 
 

The Karnataka Public Financial Management Accountability Study, 2004 by the World Bank 

paved the way for reforms in the PRI setup in Karnataka. While significant reforms were 

brought about in the Zilla Panchayats and Grama Panchayats; Taluk Panchayats were not 

covered. In order to address this, the άStrengthening of Financial Management and 

Accountability of Taluk Panchayatsέ project was taken up under an IDF Grant. As part of the 

reform exercise, the Government of Karnataka felt the need for having an Accounts Manual 

specifically for TP accounting to bring greater clarity and transparency in the functioning of 

the TP. The TP Accounts Manual has been prepared to address the above need. This 

Accounts Manual has been prepared by NCR Consultants Limited (NCRCL) in association 

with Karnataka Institute of Public Auditors (KIPA). 

 

The Accounts Manual has been designed considering the compliance requirements under 

the Karnataka Panchayat Raj Act, 1993, Karnataka Panchayat Raj Taluk Panchayats (Finance 

& Accounts) Rules, 2006 and the Model Panchayat Accounting System (MPAS) prescribed by 

the Ministry of Panchayati Raj, Government of India. The Accounts Manual takes into 

account the Khajane II (Treasury computerization) environment and the capabilities of the 

TP Accounts personnel. The Accounts Manual has been prepared after a ground level study 

of the current accounting processes followed at the TPs and the inherent gaps. The manual 

incorporates all the practical requirements for accounting transactions at the TPs.  

 

This Accounts Manual spells out the accounting policies, accounting processes, transaction 

flow and the responsibilities of accounts staff of the TP with respect to different 

transactions. The formats of all the prescribed documents and registers are given in this 

manual. Suitable illustrations have been given wherever necessary to make the reader 

understand the accounting process and help him to account all the transactions of the TP 

correctly. 

 

The Accounts Manual serves as a guide to the TP accounts personnel. It also provides the 

basic functionality requirements from the Khajane II PRI module. This manual is also a useful 

guide to the TP auditor.  

 

Complete implementation of the TP accounts manual, being dependent on the Khajane II 

rollout, is expected to happen over the next couple of years. It will also require certain 

changes to the relevant statutes which will become clear once the Khajane II rollout is 

completed. Hence, it is imperative that manual will have to undergo a limited revision in the 

coming years based on the actual implementation scenario. 

 

 

Finance Department, Government of Karnataka  
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Chapter 1: Introduction 
 

1.1 About This Manual 

 

This manual covers the accounting policies for TP accounting, chart of accounts, accounting 

processes, documents and registers to be maintained and internal controls & checks. It also 

provides a quick reference to the relevant statutory provisions affecting TP accounting. 

 

Chapter 2 gives an overview of the TP Accounting system. The sources and utilization of 

funds by the TP, the system of accounting followed and the nature of registers and 

documents maintained at TPs are explained. Chapter 3 spells out the accounting policies to 

be followed for recording the receipts & expenditure of the TP. All significant accounting 

policies with respect to accounting period, accounts compilation and book closure 

procedures are given here. Chapter 4 deals with Chart of Accounts of the TP. The structure 

and coding of the head of accounts as per the MPAS has been explained here. The linking 

between the existing Heads of Account with the MPAS Heads of Account is also addressed in 

this chapter. Chapter 5 explains the key processes that are undertaken by the TP. Each 

process has been explained lucidly and illustrations are given wherever necessary for better 

understanding of the user.  

 

Chapter 6 deals with the Accounts Compilation process of the TP. The manner of 

preparation of Monthly/Annual accounts of the TP, timelines for preparation and 

presentation of TP Accounts have been covered exhaustively in this chapter. A section on 

Bank Reconciliation Statement (BRS) is also given in this chapter. Chapter 7 gives an 

exhaustive list along with description of all the documents and registers to be maintained at 

the TP.  

 

Annexes have been given at the end of the Manual. Annex references are given in the 

relevant sections of the Manual. Annex 1 provides the statutory provisions that govern the 

TPs. Annex 2 deals with the Chart of Accounts for the TP. The business process charts 

related to Finance and Accounting activities of the TP are given in Annex 3. The formats of 

various registers and forms are given in Annex 4. Annex 5 provides the formats for Financial 

Statements prescribed in this manual. Annex 6 deals with budget documents and format for 

the TP Link Document. The provisions relating to counter signature of bills is given in Annex 

7 and Annex 8 provides a comparison of registers maintained under the earlier system of 

accounting and those prescribed in this manual. Annex 9 provides an easy referencer for 

preparation and submission of TP Monthly Accounts. Accounting matrix in Annex 10 gives 

an illustrative list of accounting TP transactions.  
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Note: This manual has been prepared under the overall legislative framework of the 

statutes that govern the TPs. The discussions in the subsequent chapters cover the 

accounting treatment and records to be maintained. Procedures governing the function of 

the TP accounts department as prescribed under the various statutes have not been 

discussed in this manual. The reader is advised to refer to the relevant statutes for further 

information on procedural aspects. 
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Chapter 2: Overview of TP Accounting 
 

2.1 Accounting system in TP vis-à-vis ZP and GP 

 

In Karnataka, while the GPs operate as truly autonomous bodies, the ZP and TP continue to 

function as extended arms of the RDPR. This style of operation is also reflected in the 

system of accounting followed. The accounts preparation and presentation at the TP level is 

similar to what is followed at the ZP which is the system of accounting followed by the State 

Government. But for the GPs the accounting system followed is double entry, accrual based. 

The TPs prepare Monthly and Annual Financial Statements and submits them to the ZP CAO 

in the formats prescribed in the KPRTP (F&A) Rules, within the time limits prescribed in the 

Rules. 

 

 

2.2 Important Statutory Provisions governing TP 

 

The functioning of a TP is governed by various statutes and rules. The statutes that govern 

the TPs in the areas of finance, accounts and audit are given below: 

1. Karnataka Panchayat Raj Act, 1993;1 

2. Karnataka Panchayat Raj Taluk Panchayat (Finance & Accounts) Rules, 2006; 

3. Karnataka Finance Code, 1958; 

4. Karnataka Treasury Code, 1963; 

5. Manual of Contingent Expenditure, 1958; 

6. Karnataka Budget Manual; 

7. Karnataka Transparency in Public Procurement Act, 1999; 

8. KPWD Accounts Code & Departmental Code; 

9. Karnataka State Cadre and Recruitment Rules; 

10. TP Business Conduct Rules, 1999; 

11. ZP & TP Due Recovery Rules; 

12. Rules for Salaries and Allowances; 

13. Sitting Fee of Members; 

14. Rules for Stamp Duty. 

 

 

2.3 Inflow of Funds to the TP 

 

Inflow of funds at the TP level is in the form of releases for various schemes announced in 

the budget document of the State Government and certain central scheme grants given by 

the Central Government. Budgetary releases to the TPs are made through the treasury 

                                                           
1
 Annex 1 shows the list of provisions governing TPs under KPR Act and KPRTP (F&A) Rules 
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channel which accounts for nearly 95% of the total funds of the TP. The central scheme 

grants are released via the banking channel. The banking channel funds are routed through 

the ZPs by the State or Central Government.  

 

In addition, the TP also has inflows from other sources such as grants from surcharge on 

stamp duty and own sources of revenue like rent, sale of scrap etc. These funds are also 

operated through the Treasury channel. 

 

 

2.4 Outflow of Funds from the TP 

 

Outflow of funds from the TP is towards expenditure under schemes covered by budgetary 

releases through the Treasury channel and also under central schemes through the banking 

channel. The outflow or utilisation of funds through the Treasury channel is either for 

expenses by the Line Departments under the Taluk level Schemes or for the expenses by the 

TP itself. The expenditure is incurred by presenting bills to the Taluk Treasury office. The 

expenses incurred by the Line Departments are recorded in the TP books even though the 

actual expenditure is by the drawing officers of the Line Departments. This is a 

distinguishing feature in the TP accounting mechanism. Under the banking channel, the TP 

incurs expenditure by drawing cheques on the scheme bank accounts. 

 

The expenditure incurred at the line department level is only through the Treasury channel 

whereas the TP own expenditure is through the Treasury as well as through the banking 

channel. 

 

 

2.5 Current System of recording Transactions 

 

The accounting system in TP is currently undergoing a transition to the Model Panchayat 

Accounting System prescribed by the Ministry of Panchayati Raj. The transactions at the TP 

are recorded in various registers and books which serve as the primary records. The onus of 

recording and preparation of the accounting records rests with the Assistant Accounts 

Officer of the TP. He is assisted by Accounts Assistants in performing his duties. The present 

system of recording is completely manual apart from the limited use of spreadsheets in 

preparing the Monthly and Annual Accounts. 

 

The registers currently maintained at the TP can be understood from the perspective of flow 

of funds i.e. starting from the release of funds from the State Government up to the 

accounts compilation. Table 1 shows the important registers maintained against different 

types of transactions. 
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Table 1: Registers maintained under the earlier system of accounting2 

Area Key Registers Maintained 

Treasury releases ς Line Department Release Watch Register/Allotment Register 

Treasury releases ς TP expenditure Grant Register 

Receipts - Banking Channel Scheme Cash Book 

Own source receipts Receipts Register & Remittance Register 

Expenditure ς Line Department Allotment Register 

Expenditure ς Own funds General Cash Book 

Expenditure ς banking channel Scheme Cash book, Beneficiary Payments Register 

 

Apart from the above registers for recording fund movements, the TPs also maintain other 

registers as prescribed under relevant rules and certain Control Registers for their internal 

control purposes such as: 

¶ DC Bill Register; 

¶ Cheque Register; 

¶ Stamps Register; 

¶ Inward Register; 

¶ Outward Register; 

¶ Works Register; 

¶ Asset Register; 

¶ DDR Register; 

¶ TTR Register/Control Register for Releases; 

¶ Treasury Transaction Token Register; 

¶ GP Funds release Register (Drinking Water). 

 

  

                                                           
2
This is an indicative list based on study of few TPs. The type of register and the nomenclature varies from one 

TP to another in the current setup. 
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Chapter 3: Accounting Policies 
 

3.1 Introduction 

 

!ŎŎƻǳƴǘƛƴƎ tƻƭƛŎƛŜǎ ŀǊŜ ŘŜŦƛƴŜŘ ŀǎ άǘƘŜ ǎǇŜŎƛŦƛŎ ŀŎŎƻǳƴǘƛƴƎ ǇǊƛƴŎƛǇƭŜǎ ŀƴŘ ǘƘŜ ƳŜǘƘƻŘǎ ƻŦ 

applying those principles adopted by the organization in the preparation and presentation 

ƻŦ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎέΦ ς Institute of Chartered Accountants of India. All significant 

accounting policies adopted in the preparation and presentation of financial statements 

shall be disclosed as notes to accounts in the Financial Statements of the TPs. Any change in 

the accounting policy along with the reasons for changing shall be suitably disclosed in the 

Financial Statements of the TP.  

 

 

3.2 Need for Accounting Policy 

 

Accounting policies are needed to ensure consistency and comparability of the financial 

statements. They enforce discipline in recording and accounting of transactions and also act 

as a reference material in the recording of the financial transactions at the TP level. The 

accounting policies prescribed in this manual shall be used for recording and accounting of 

transactions. 

 

 

3.3 Accounting Policies of the Taluk Panchayat 

 

The accounting policies for the TP have been listed by the nature of transactions of the TPs. 

This policy document prescribes: 

a) The recognition for various transactions through the Treasury channel; and 

b) The accounting treatment for transactions through the banking channel. 

 

The process and registers required for accounting TP transactions are given in detail in the 

Chapter 5- Accounting Processes. 

 

i. System of Accounting 

For Treasury transactions, the system of accounting to be followed in TPs shall be a 

recording of receipts and expenditure of releases based on the system of accounting 

followed by the State Government. For banking transactions, the system of accounting shall 

be double entry, cash based accounting. 
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ii. Financial Year 

The financial year shall be twelve months beginning from the 1st of April and ending with the 

31st of March of the subsequent year. 

 

iii. Taluk Panchayat Fund Accounts3 

 

The fund accounts of each TP with the Treasuryare classified as Fund I, Fund II and Fund III.  

 

TP Fund I: TP Fund I shall account for all receipts and expenditure of Central Plan and 

Centrally Sponsored Schemes including the State Share, non-plan Central Grants and grants 

ǳƴŘŜǊ CƛƴŀƴŎŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎΦ ¢ƘŜ ŦǳƴŘ ǎƘŀƭƭ ƘŀǾŜ the 12-digit code as 

άу448-00-109-5-ллέΦ 

 

The balances in this Fund shall be carried forward to the next financial year and shall be 

available for utilization in the subsequent years. 

 

TP Fund II: TP Fund II shall account for all receipts and expenditure in respect of all State 

Plan schemes and all Non-Plan assistance received from State Government. The Fund shall 

have the 12-ŘƛƎƛǘ ŎƻŘŜ ŀǎ άуппу-00-109-6-ллέΦ 

 

Balances under Fund II as at the end of March of each year are written back to the 

Consolidated Fund of the State at the end of the Financial Year and are not available for 

expenditure in the next financial year.  

 

TP Fund III: : TP Fund III shall account for all receipts and expenditure in respect of own 

funds of Taluk Panchayats under Tax/Non tax revenue, Earnest Money Deposits, Security 

deposits, Additional Stamp duty and other receipts of the Taluk Panchayats. The Fund shall 

have the 12-ŘƛƎƛǘ ŎƻŘŜ ŀǎ άуппу-00-109-7-ллέΦ 

 

Balances under all the three Funds as at the end of March of each year shall be checked by 

Audit during Certification of Accounts and any write back to the Consolidated Fund shall be 

based on the findings of Audit. 

 

iv. Taluk Panchayat Receipts 

Budgetary Releases through the Treasury channel 

Budgetary releases from the State Government shall be recognized as receipts on the 

ǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ tŀȅŜŜΩǎ Receipt and Remittance Challan to the local Treasury for credit 

to the TP Fund I/II account. 

 

 
                                                           
3
As per GO No. FD 07 ZPA 2003 dated 8

th
 September 2004 
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Banking Channel receipts 

Receipts through the banking channel such as Central Scheme grants shall be recognised as 

receipts of the TP on receipt of actual funds from the ZP. 

 

Own Source receipts 

Own source revenue received in cash/cheque/DD shall be deposited into the Fund account 

of the TP in the Treasury by the next working day. Such revenues are accounted as receipts 

on deposit of the cash/cheque/DD to the TP Fund III account in the Treasury.  

 

Own source revenues like rent on staff quarters recovered out of salaries shall be accounted 

as and when the salary expenditure is accounted. 

 

Disposal of Assets shall be treated as own source receipts of the TP.  

 

Demand, Collection & Balance: Demand is not recognized in accounts until actual receipt 

date is due. The demand shall be recognised in the DCB Register as per the terms of the 

contract. If the demand is for rent from staff quarters, then demand shall be recognised at 

the month end. If the rent is receivable from commercial establishments then demand shall 

be recognised as per the terms of the rent agreement. 

 

Surcharge on Stamp duty receipts 

Surcharge on stamp duty receipts are recognized as receipts on the presentation of the 

tŀȅŜŜΩǎ Receipt and Remittance Challan to the local Treasury for credit to the TP Fund III 

account. 

 

Interest receipts 

Interest on monies in scheme bank accounts shall be recognized as receipts on actual credit 

of interest by the bank. The interest receipts shall be treated as receipts under the particular 

scheme. 

 

v. Expenditure 

Salary 

The salary expenditure shall be recognised on approval of the salary bill and its presentation 

to the Treasury for payment. Salary expenditure shall be recorded at gross amount.  

 

Advances, if any, ǇŀƛŘ ǘƻ ǎǘŀŦŦ ǎƘŀƭƭ ōŜ ǊŜŎƻƎƴƛȊŜŘ ǳƴŘŜǊ Ψ[ƻŀƴǎΩΦ wŜŎƻǾŜǊƛŜǎ ƻǳǘ ƻŦ ǎŀƭŀǊȅ 

bills shall be recognized as receipts as and when the corresponding salary expenditure is 

recognized. 
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Procurement of goods 

Expenditure on procurement of goods shall be charged to the appropriate heads of account 

depending on whether the expenditure is of a revenue or capital nature. The expenditure is 

recognized on receipt of goods and passing of the bill for payment.  

 

Public works 

The works carried out by the TP could be revenue or capital in nature. Works expenditure 

bills are recognized as revenue/capital expenditure on presentation of the bills to the 

Treasury for payment. Revenue expenditure shall be accounted as expenditure under the 

respective Major Heads starting from 2__. Capital expenditure shall be accounted as 

expenditure under the respective Major Heads starting from 4__.  

 

In case of capital works, on completion of work and payment of the final bill, the asset shall 

be recorded in the Asset Register maintained at the TP. 

 

If the works are undertaken under Central Schemes (banking channel), the expenditure shall 

be recognized as and when bills are passed for payment. 

 

AC advances: Abstract Contingent advances while paid out are accounted as expenditure. 

Any excess pay outs/refunds on submission of NDC bills are adjusted against the same head 

of account under which the original advance was accounted. 

 

Earnest Money Deposit: Receipts of Earnest Money Deposit shall be accounted as receipts 

on deposit of the cash/cheque/DD to the TP fund III account in the Treasury or the 

respective central scheme bank account, for release of the EMD, the payment shall be 

recognized on presentation of the bill to the Treasury or on issue of cheque in case of bank 

transactions. The Earnest Money Deposit forfeited shall be accounted as receipts under 

Other Receipts and shall be suitably recorded in the Deposit Register. 

 

Security deposit: Security deposits/retention monies deducted out of running bills of 

contractors are recognized under Civil Deposits as and when the corresponding works 

expenditure is recognized. Refunds of security deposits are accounted as payments under 

Civil Deposits as and when the payment to the contractor is made. Security Deposit 

forfeited shall be accounted as other receipts and shall be suitably recorded in the Deposit 

Register. 

 

Statutory deductions ς Treasury channel: Deductions as well as remittances of statutory 

dues like TDS, VAT, Royalty, CBF, and WWC which are paid directly by the Treasury and 

charged to the respective heads in the Treasury as and when deductions are 

made/remitted. Such deductions are accounted under the respective payable heads as and 

when deductions are made. Remittance of such deductions is accounted on receipt of 
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confirmation of remittance from the Treasury. Necessary deduction registers for monitoring 

the deductions and remittances as prescribed shall be maintained. 

 

Statutory deductions ς Banking channel: All deductions and remittance of such deductions 

made through the banking channel are accounted under the respective Payable Heads of 

Account on deduction. 

 

Expenditure on services 

Expenditure on services rendered to the TP may be of the nature of legal fees, data entry 

charges etc. Expenditure on services is recognized on passing of bills for payment. The 

recognition of deposits and deductions shall be the same as for public works. 

 

Beneficiary payments 

Beneficiary payments under various schemes are recognized as expenditure as and when 

the bills are presented to the Treasury for payment (Treasury channel) or on approval of 

payment (banking channel). 

 

Bank charges 

Bank charges shall be accounted as expenditure under the appropriate head as and when 

the charges are debited by the bank in the scheme bank account. 

 

Fixed Assets accounting 

Expenditure on goods, works and services of a capital nature shall be charged to the 

respective expenditure heads in TP accounts as and when paid. For goods procured of a 

capital nature, an entry shall be made in the fixed asset register on receipt of the goods. 

Expenditure on works of a capital nature shall be recognized as a fixed asset on completion 

of the work as duly certified. An entry shall be made in the fixed asset register for the total 

amount spent on the assets which belong to the TP. Capital Expenditure in the nature of 

contribution to Societies are not recorded in the Fixed Asset register. 

 

vi. Loans and Advances  

Advances are accounted as and when paid out. Advances to employees like salary advances 

ŀǊŜ ŀŎŎƻǳƴǘŜŘ ǳƴŘŜǊ Ψ[ƻŀƴǎ ǘƻ tŀƴŎƘŀȅŀǘ ŜƳǇƭƻȅŜŜǎΩ ŀƴŘ ƻǘƘŜǊ ŀŘǾŀƴŎŜǎ ŀǊŜ ŀŎŎƻǳƴǘŜŘ 

ǳƴŘŜǊ Ψ/ƛǾƛƭ !ŘǾŀƴŎŜǎΩΦ Recovery of employee advances from salaries shall be accounted as 

receipts under loans to Panchayat employees as and when the corresponding salary is paid 

out.  

 

Recovery of other advances from amounts paid towards works/goods/other payments shall 

be accounted as receipts under Civil Advances as and when such advances are received 

back.  
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Loans given to co-operative societies are in the nature of scheme expenditure and are 

accounted under the corresponding Major Heads under 2425, 4425 and 6425. 

 

vii. Transactions of line departments 

Onward budgetary releases by the TP to line departments at the Taluk level shall not be 

recognized as expenditure of the TP at the time of release. Expenditure against such 

releases are incurred at the line departments and accounted there. Such expenditure shall 

be recorded in the TP accounts based on monthly Treasury schedules after reconciliation 

and verification by the line departments. 

 

With regard to central schemes operated through the banking channel, implemented by the 

line departments, though the actual spending is by the LD DDOs, the funds lying in such 

bank accounts form part of the scheme funds of the TP. Onward releases to the LD DDOs 

are accounted as transfers from one bank account of the TP to another in the books of 

account of the TP. The expenditure is accounted only when the money is actually paid out of 

the LD DDO bank account.  

 

viii. Transfer entries 

Transfer entries are made whenever an amount has to be adjusted between two or more 

heads of account. Such transfer entries are accounted as and when the Transfer Entry Slip is: 

¶ proposed by the EO and accepted by the Treasury (in the case of Treasury heads); or 

¶ prepared by the AAO and approved by the EO (in the case of banking channel). 

 

ix. Cash and bank Management 

A cash book shall be maintained for all cash and bank transactions by each DDO. Entries in 

the cash book shall be made on a daily basis and the cash book shall be closed on all 

working days. A separate cash book shall be maintained for each bank account. For Treasury 

transactions, a register to record receipt of cheques from Treasury and payment to parties 

shall be maintained. The register shall be maintained on a daily basis. 

 

x. Bank Reconciliation 

A monthly bank reconciliation statement for each bank account shall be prepared. The Bank 

Reconciliation Statement shall form part of the Monthly and Annual Accounts of the TP. 

 

xi. Accounts closure 

The TP shall reconcile all bank accounts and its fund balances with Treasury before closing of 

accounts for the year. Closing balances of cash and bank accounts and Fund III Treasury 

balance shall be carried forward to the next year as opening balances. Lapsing of balances in 

Fund II of the Treasury shall be recognized in the TP accounts by reducing the amounts from 

the corresponding grant heads of account. 
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Chapter 4: Chart of Accounts 
 

4.1 Introduction 

 

A chart of accounts is a listing of all the account heads operated in a Taluk Panchayat. Each 

account is denoted by an account name and a reference number. The account name is 

ƪƴƻǿƴ ŀǎ ǘƘŜ άAccount HŜŀŘάΣ ŀƴŘ ǘƘŜ ǊŜŦŜǊŜƴŎŜ ƴǳƳōŜǊ ƛǎ ƪƴƻǿƴ ŀǎ ǘƘŜ άAccount CƻŘŜέΦ 

The chart of accounts groups accounts of a similar nature into groups and sub-groups at 

different levels (major heads, minor heads and Scheme heads with accompanying codes). It 

provides uniformity in accounting and reporting financial transactions. A common 

understanding and usage of the account heads facilitates not only a comparison over 

different time periods, but also comparison across Taluk Panchayats. 

 

 

4.2 Earlier Structure 

 

In the earlier system of accounting and reporting there is no separate chart of accounts 

prescribed for TPs as such. TPs use the Treasury Scheme Codes in the Link Document. The 

earlier structure of the heads of account is a 6-tier classification with a 15-digit code. This 

structure is followed by the Treasury and the TPs. Starting from the FY 2011-12, new codes 

have been introduced in the Link Document to bring them in line with the Model Accounting 

System for Panchayats (MPAS). The structure of the earlier heads of account is shown below 

in Table 2. 

 

Table 2: Coding Structure of the Treasury Heads of Account 

Codes Representation Nomenclature of Head 

4 digits Function Major Head 

2 digits Sub-function Sub-major head 

3 digits Programme Minor Head 

1 digit Scheme Sub-head 

2 digits Sub-scheme/Activity Detailed head 

3 digits Object of expenditure Object head 

 

 

4.3 MPAS Heads of Account 

 

The Model Accounting System for Panchayats (MPAS) prescribed by C&AG in 2008 is a 

simple yet robust accounting system for PRIs. The coding structure prescribed in MPAS 

comprises of a 11-digit code for the heads of account as shown in Table 3 below. 
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Table 3: Coding Structure under the MPAS 

Codes Representation Nomenclature of Head 

4 digits Functions Major Head 

3 digits Programme Minor Head 

2 digits Schemes Head Detailed Head 

2 digits Object of expenditure Object Head 

 

 

Illustration 1: MPAS classification 

 

To account for construction of houses under the Central Scheme Indira Awaz Yojana under 

the MPAS, the head of account will be 2216-102-14-23. The explanation of the coding 

structure is given below. 

 

2216 Rural Housing (Major Head) 

 102 Construction of Houses (Minor Head) 

  14 Indira Awaz Yojana (Scheme)      

   23 Major Works (Object Head) 

 

 

4.4 Chart of Accounts for Taluk Panchayat 

 

The MPAS reporting requires the TP to present the accounts as per the MPAS structure only 

up to the Minor Head and Scheme Code level. However, the TP Accounts Manual has 

incorporated the entire MPAS coding structure for preparation and presentation of TP 

Accounts.  

 

Coding Structure: The chart of accounts coding structure proposed for Taluk Panchayats is a 

4-tier, 11 digit coding structure as shown in Figure 1. 

 

HEADS OF ACCOUNT ς 11 Digits 
 

Major Head  Minor Head  

Scheme 
Head 

 Object Head  

1 2 3 4  5 6 7  8 9  10 11  

` 

Major Head 
(4 digits) 

First digit in Major Head: 
0 or 1 ς Revenue Receipts 
2 or 3 -  Revenue Expenditure 
4 or 5 ς Capital Expenditure 
6 or 7 ς Loans and Advances 
Next three digits indicate functions. 
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Figure 1: Chart of Accounts for TP 

 

Note: All the heads of accounts shall have an 11-digit code irrespective of whether all the 

ŎƻŘŜǎ ŀǊŜ ƴŜŎŜǎǎŀǊȅ ƻǊ ƴƻǘΦ ¢ƘŜ ǘƛŜǊǎ ǿƘƛŎƘ ŀǊŜ ƴƻǘ ŀǇǇƭƛŎŀōƭŜ ǎƘŀƭƭ Ŏƻƴǘŀƛƴ ǘƘŜ ŎƻŘŜ άллέΦ 

 

First Tier ςMajor Head (4 digits) ςThe major heads represent the functions of the PRIs. The 

first digit in the major code indicates whether it is a Revenue Head, Revenue Expenditure 

Head, Capital Expenditure Head or Loan Head. If the first digit is 0 or 1 the head of account 

shall be a Revenue Head, 2 or 3 shall be Revenue Expenditure, 4 or 5 Capital Expenditure 

and 6 or 7 shall be Loans and Advances. The other three digits represent the various 

functions of PRI. 

 

For example, 2202 means Revenue expenditure head under the function Education, 0403 

means Revenue receipt under the function Animal Husbandry, Dairying and Poultry. The list 

of all Major Heads applicable for TP accounting is given in Annex 2 Chart of Accounts. 

 

Note: All grants received by the TP from the Central/State Governments are in the form of 

Grants-in-aid and hence shall be accounted under the Major Head 1601. 

 

Second Tier ς Minor Head (3 digits) ς The minor head represents the programmes or units 

of expenditure. 

 

Third Tier ς Scheme Head (2 digits) ς This tier with a 2 digit code represents the 

Central/State Government Schemes. For example, Scheme Code 19 represents Sarva 

Shiksha Abhiyan Scheme of the Central Government. 

 

Note: 

The MPAS currently provides for codes 11 to 22 for various Central Schemes. It prescribes 

alphanumeric codes for State Schemes. However, the logic for coding has not been 

explained. To avoid confusion, all the State Schemes have been covered from code 25 to 99 

in this manual. 

 

Fourth Tier ς Object Head (2 digits) ς Object Head represents the nature of expenditure. 

Object heads are applicable for Expenditure Heads of Account only. Hence, the Object Code 

Minor Head  
(3 digits) 

Programme 

  

Scheme Head  
(2 digits) 

Schemes 

  

Object Head  
(2 digits) 

Object of expenditure 
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for all Receipt Heads of Account shall be 00. The earlier object codes being 3 digit codes 

have been converted to 2 digit codes. The mapping of the revised object codes with the 

earlier object codes is given in Table 4 below. 

 

Table 4: Mapping of revised object codes to earlier object codes 

Revised 
Object 
Code 

Revised Object Heads Earlier 
Object 
Codes 

Earlier Object Heads 

01 Salaries 001 Consolidated Salaries 

  002 Pay of Officers 

  003 Pay of Staff 

  011 Dearness Allowance 

  004 Interim Relief 

  014 Other Allowances 

  020 Medical Allowance 

02 Wages    

03 Overtime Allowance   

04 Pensionary charges  250 Pensionary charges 

  251 Pension and Retirement Benefits 

05 Honoraria    

06 Medical treatment  021 Reimbursement of Medical Expenses 

07 Travel Expenses  041 Travel Expenses 

08 Office  Expenses 051 General Expenses 

  052 Telephone Expenses 

  234 Diet Expenses 

09 Rent, Rates and Taxes  071 Building Expenses 

10 Audit Fee    

11 Printing   

12 Other Administrative Expenses  015 Subsidy Expenses 

13 Supplies and Materials  221 Materials and Supplies 

14 Petrol/Diesel 195 Transport Expenses 

15 Advertising and Publicity   

16 Other Contractual Services    

17 Grants -in -aid  101 Grants-in-Aid 

18 Contributions  104 Contribution 

19 Subsidies  106 Subsidies 

20 Share of taxes / duties    

21 Motor Vehicles/hiring charges    

22 Machinery and Equipment  180 Machinery and Equipment 

23 Major Works  139 Major Works 

24 Write off / losses    

25 Deduct recoveries  364 Deduct ς Recoveries 

26 Maintenance  200 Maintenance 
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Revised 
Object 
Code 

Revised Object Heads Earlier 
Object 
Codes 

Earlier Object Heads 

27 Scholarships and Incentives 117 Scholarship and incentives 

28 Financial Assistance/Relief 100 Financial Assistance/Relief 

29 Repairs and Carriages 182 Repairs and carriages 

30 Loans 394 Loans 

31 Minor Works 140 Minor Works 

80 Other Expenditure  059 Other Expenses 

 

Note: 

1. As per the MPAS structure, the object codes are from 01 to 26 and 80. However for 

accurate reporting of TP expenditure these are not sufficient. Hence object codes from 27 

to 31 have been included in Table 4. 

2. There are some object heads (02, 03, 05, 10, 11, 15, 16, 20, 21 and 24) in the MPAS 

which are not currently used for TP accounting. Such heads have been included in order to 

conform to the MPAS structure. 

 

 

Illustration 2: Revised chart of accounts  

To record an office expenditure of Central Scheme, Sarva Shiksha Abhiyan (SSA) the head of 

account shall be 2202-101-19-08. The break-up of the Head of Account is given in Table 5 

below: 

 

Table 5: Break-up of Heads of Account (Central Schemes) 

Code Break-up Head of Account  Nomenclature 

2202 Major Head Education 

101 Minor Head Primary Education 

19 Scheme Head  Sarva Shiksha Abhiyan 

08 Object Head Office Expenses 

 

Illustration 3: Revised chart of accounts 

To record an expenditure towards printing under a State Scheme, the head of account shall 

be 2202-102-27-11. The break-up of the Head of Account is given in Table 6 below: 

 

Table 6: Break-up of Heads of Account (State Schemes) 

Code Break-up Head of Account  Nomenclature 

2202 Major Head Education 

102 Minor Head Secondary Education 

27 Scheme Head Grants in Aid 

11 Object Head Printing expenses 
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The Chart of Accounts structure proposed in this manual has been mapped with the heads 

of account used earlier up to the Scheme Head. This mapping is given in Annex 6, Format III 

of TP Link Document. In practice, the Composite Code (09 digits) shall be suffixed with the 

Object Code (2 digit) depending on the nature of expenditure incurred. Annex 6, Format III 

of TP Link Document also provides a mapping of the proposed chart of accounts to the 

Treasury Link Codes for easy reference. 
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Chapter 5: Accounting Processes 
 

5.1 Introduction 

 

This chapter covers all the business processes involving financial transactions in a TP. 

Thirteen key processes have been identified. This chapter discusses the processes from the 

accounting perspective and covers the detailed activities under each process. The 

responsibility to perform the activities is also laid out under each process. The accounting 

processes have been prescribed keeping in mind the Khajane II environment. 

 

This chapter is the crux of the entire accounts manual as it covers all the activities that TP 

accounts personnel have to perform as part of their accounts function. The maintenance of 

relevant registers and documents under each process has been separately covered in 

Chapter ς7 Documents and Registers. 

 

 

5.2 Accounting Processes 

 

This section covers the TP processes with respect to accounting function. The activities that 

have to be performed at the TP level under each process are explained in detail in this 

section. The explanation of the processes is dealt in five parts which are:  

1. Introduction to the process; 

2. Activities under the process; 

3. Flow of transactions in various registers; 

4.  Accounting Treatment of the transaction; 

5. Responsibility matrix for the activities under the process;  

6. Checklist of key items to be checked while accounting; 

7. Illustrations for the accounting treatment, where required; and 

8. Khajane II functionality vis-a-vis  current set-up 

 

Annex 3 contains detailed flowcharts of each process discussed in this section. A big picture 

of the accounting processes identified is given in Figure 2 below. 
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Figure 2: Overview of TP Accounting Processes 

 

The above figure shows the different channels of funds movement. The list of business 

processes has been given in Table 7 below. 
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Table 7: List of Business Processes 

Process Code Process Name 

TP-01 Budget Preparation 

TP-02 Preparation of TP Link Document 

TP-03 Fund Releases by State to Taluk Panchayat 

TP-04 Action Plan Preparation and Approval  

TP-05 Receipts and Expenditure of Central Scheme Grants (Banking Channel) 

TP-06 Receipts and Expenditure of Surcharge on Stamp Duty 

TP-07 Rent Receipts 

TP-08 Other Receipts 

TP-09 Expenditure on Salaries 

TP-10 Expenditure on Works/Goods/Services 

TP-11 Expenditure ς Line Departments 

TP-12 Beneficiary Payments 

TP-13 Accounts Compilation 

 

Processes TP -01 to TP -12 have been discussed in the Sections 5.2.1 to 5.2.12. Certain other 

transactions of the TP related to the key processes have been covered under Section 

5.2.13.TP 13 has been dealt with in detail in Chapter 6 Accounts Compilation. 
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5.2.1. Accounting Process TP-01: Budget Preparation 

 

Though each TP prepares its budget, the TP budget ultimately merges into the budget of the 

State. In the true sense, there is no separate budget document of the TP. Budget estimates 

are prepared at the TP level and consolidated upwards. The TP budget exercise covers not 

only the TP but also the line departments at the Taluk level.  

 

The process of budget preparation begins in the months of August and September when the 

State plan outlays are finalized and communicated to offices down the line. District Plan 

outlays under different schemes are also indicated by the District Planning Division in the 

Planning Department after a consultative process. This sets the ball rolling on the budget 

preparation exercise at the taluk level. 

 

Budget Preparation process 

The process for preparation of budget estimates has been shown in the form of a Process 

Flow diagram in Annex 3 Chart 1.Activities with respect to Budget Preparation process are 

explained below: 

a) Preparation of Shelf of Projects: the Planning Officer (PO) shall ask the concerned 

heads of the Line Departments to provide the list of works/details of expenditure 

proposed under different schemes along with the financial estimates. Similarly, the 

PO shall prepare a list of works/other expenditure proposed out of any untied grants 

available to the TP. The PO shall prepare a consolidated document, in consultation 

with the AAO and EO, called the Shelf of Projects (SoP) based on the information 

ƎƛǾŜƴ ōȅ ǘƘŜ [ƛƴŜ 5ŜǇŀǊǘƳŜƴǘ ŀƭƻƴƎǿƛǘƘ ǘƘŜ ¢tΩs own estimates. The Shelf of 

Projects shall be prepared in the format given in Annex 6, Shelf of Project. The Shelf 

of Projects shall be approved by the TP General Body. The approved Shelf of Projects 

becomes the basis for preparation of the Plan budget estimates. 

b) Consolidated budget proposal: Estimates for salary and establishment expenses 

shall be prepared based on the approved Appendix B. Based on the approved Shelf 

of Projects and Appendix B; the AAO shall prepare the consolidated budget proposal 

of the TP. The budget proposals shall be prepared in the format given in Annex 6, 

Annual Budget. 

c) Approval of budget proposals: The budget proposals of the TP along with the Shelf 

of Projects shall be placed before the TP Finance, Audit and Planning Committee and 

then forwarded to the General Body for final approval. The approved budget 

proposals are sent to the ZP. At the ZP level, discussions are held and changes to the 

TP budget proposals, if any are made. The TP budget proposals are consolidated at 

the ZP level and sent to the Finance Department of the State. 

d) Approval of State Budget: These budget proposals undergo multiple rounds of 

discussion and iterations at various levels. The final proposals are included in the 
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State Budget and approved by the State Legislature. After approval of the budget, a 

division wise Link Document is released by the State Government.  

 

Budget preparation calendar 

 

Table 8 shows the calendar of activities leading up to the preparation of the budget 

proposals by the TP and submission to the ZP. 

 

Table 8: Timeline for preparation of TP Budget Proposals 

Activity Time line Responsibility 

Intimation inviting project proposals for the coming year from 
various Line Departments 

December 31st Planning Officer 

Submission of proposals January 10th Line department 
Officers 

Preparation of TP's own works list January 10th Planning Officer 

Preparation of  Shelf of Projects January 15th Planning Officer 

Preparation of TP budget proposals January 15th Asst. Accounts 
Officer 

Approval of Shelf of Projects & Budget estimates by the TP 
Body 

January 20th TP General Body 

Submission of the TP Budget  proposals alongwith SoP to the 
ZP 

January 25th  Executive Officer 
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5.2.2. Accounting Process TP-02: Preparation of TP Link Document 

 

The TP Link Document gives the TP wise allocation under various heads. The TP Link 

Document is a breakdown of the approved Budget of the State and hence gives a clear 

indication of the actual approved allocations available as against the budget proposals 

prepared by the TP in process TP-01. The process flow for preparation of TP Link Document 

is given in Annex 3 Chart 2. 

 

Preparation of the TP Link Document 

a) Alongwith the division wise ZP Link Document, each ZP also receives a TP Link Document 

from the FD showing the proportionate budget allocation to the TPs in that ZP. The ZP shall 

convene a meeting of the EOs of the TPs and District & Taluk level officers of the line 

departments to discuss & finalize the Taluk wise allocations under each head of account. 

The original Shelf of Projects and budget proposal document are revisited and individual 

items are prioritized to suit the available allocation. This exercise gives the revised 

allocations for each TP. The TP wise allocations in the TP Link document are revised and the 

final TP Link Document is generated from Khajane II by the ZP CAO. The entire exercise is 

completed in the first week of April so that the TP Link Document is available for 

expenditure out of the first quarter releases. The TP Link Document formats are given in 

Annex 6, Formats I ς III of TP Link Document. 

 

b) The TP Link Document is circulated to all EO offices and line departments coming within 

the ZP by the ZP CAO. 
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5.2.3. Accounting Process TP-03: Fund Releases by State to Taluk Panchayat 

 

Majority of the fund inflow to the TP are through releases from the Treasury. The releases 

are made quarterly and they are intimated to the TPs by way of a release order from the 

Finance Department of the State. The releases of funds from the State Government to the 

TP are based on the TP Link Document.  

 

When the releases are made by the State Government, the TP gets intimation of the release 

through a Release Order. Based on the Release Order, the TP draws the releases from the 

Consolidated Fund of the State and takes credit into its Fund account with the Treasury. 

After the release is taken to credit of the TPΩǎ Fund Account, it is available for utilization by 

the TP or for onward release to the Line Departments at the Taluk level. 

 

Process for Fund Releases by State to Taluk Panchayat 

The process for receipt of releases from the State Government depends on the allocation of 

funds, i.e., ŦƻǊ ǘƘŜ ¢tΩǎ ƻǿƴ ŜȄǇŜƴŘƛǘǳǊŜ ƻǊ for utilization by the Line Departments. The 

process flow of Fund releases is given in Annex 3 Chart 3. With regard to releases for TP 

own expenditure, on receipt of the Release Order, the Accounts Assistant generates a 

tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ό/¢{-8) for drawing the funds from the Consolidated Fund of the State. He 

also generates a Remittance Challan for credit of the releases to the TP Fund Account with 

the Treasury. The details of the Challans drawn shall be mentioned in the Treasury Release 

(TR) Register (format given in Annex 4, Form No. TP14). 

 

¢ƘŜ tŀȅŜŜΩǎ wŜŎŜƛǇǘ ŀƭƻƴƎ ǿƛǘƘ ǘƘŜ wŜƳƛǘǘŀƴŎŜ /Ƙŀƭƭŀƴǎ is presented to the Treasury after 

signature of the EO. The TR register shall be submitted to the Treasury and the Treasury 

ǎƘŀƭƭ ŜƴŘƻǊǎŜ ǘƘŜ ¢w ǊŜƎƛǎǘŜǊ ƛŦ ŀƭƭ ǘƘŜ ŜƴǘǊƛŜǎ ƛƴ ǘƘŜ ŎƘŀƭƭŀƴǎ ŀƴŘ ǇŀȅŜŜΩǎ ǊŜŎŜƛǇǘǎ ŀǊŜ ŦƻǳƴŘ 

to be correct. After endorsement and receipt of ǘƘŜ tŀȅŜŜΩǎ Receipt and the remittance 

challan, the Treasury credits the releases to the TP Fund Account. 

 

With regard to allocations meant for utilization by the Line Departments, the EO generates 

and issues a Release Order to each of the Line Departments mentioning the amount being 

released under each Head of Account for that department. 

 

Treasury Release (TR) Register: The TR register records all the releases credited by the 

Treasury to the TP funds. This is a control register to track the releases made from the State 

Government. This register shows all the releases received by the TP, Treasury token wise 

and contains the endorsement of the Treasury for each release credited to the TP Fund 

Account. 
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Flow of accounting entries for recording Fund Releases 

 

Receipt of Release 

Order

Treasury Release register

Receipts side of RET 

register

CRP Statement (Credit 

side)

Receipts & Payments 

Account  
Figure 3: Flow of accounting entries for Fund releases 

 

Accounting Treatment for Fund Releases from State to Taluk Panchayat 

Amounts remitted to the TP Fund Account are entered in the Treasury Release (TR) Register 

after the tŀȅŜŜΩǎ wŜŎŜƛǇǘ and Remittance challan are generated. All the funds received from 

the Treasury are in the form of Grant-in-aid and hence shall be treated as revenue under the 

Head of Account major head 1601 and minor head 101 (if it is a Central Government grant); 

and minor head 102 (if it is a State Government grant). While recording the receipt of 

releases, the breakdown of the Expenditure Heads of Accounts against which the releases 

shall be utilised shall also be mentioned. The format of the Treasury Release Register is 

given in Annex 4 Form No. TP14. 

 

The TP shall also maintain a Receipts & Expenditure Tracking Register (RET) wherein all 

releases received are recorded against the respective Expenditure Heads of Account. The 

Receipts & Expenditure Tracking Register shall contain a separate page for each head of 

Account. For example, separate folios for Primary education (2202-101-27) and for 

secondary education (2202-102-27) shall be maintained. RŜƭŜŀǎŜǎ ŦƻǊ ¢tΩǎ ƻǿƴ utilization 

(untied grants) shall be entered against the Head of Account 2515-102-27. The allocation 

ǳƴŘŜǊ ŀ ǇŀǊǘƛŎǳƭŀǊ IŜŀŘ ƻŦ !ŎŎƻǳƴǘ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ǊŜƭŜŀǎŜ ǎƘŀƭƭ ōŜ ŜƴǘŜǊŜŘ ƻƴ ǘƘŜ ΨwŜŎŜƛǇǘǎΩ 

side of the RET wŜƎƛǎǘŜǊ ŀƎŀƛƴǎǘ ǘƘŜ ǊŜƭŜŀǎŜ ƻǊŘŜǊΦ ¢ƘŜ ΨtŀȅƳŜƴǘǎΩ ǎƛŘŜ ƻŦ ǘƘŜ RET Register is 

updated when expenditure is incurred under that Head of Account which is explained later 

in this manual. The format of the Receipts & Expenditure Tracking Register is given in Annex 

4 Form No. TP21. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities described above are summarized in Table 9 below. 
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Table 9: Activities for Receipts ς Fund Releases from State to TP 

Activities Registers/Records Prepared by Checked by Approved 
by 

Drawal of releases and credit 
to TP Fund 

CTS-8 and 
Remittance challan 
(Yellow) 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

Executive 
Officer 

Accounting the receipts 1. Treasury Release 
Register 
2. RET Register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Release Order to Line 
Departments 

1. Release Order Accounts 
Assistant 

Assistant 
Accounts 
Officer 

Executive 
Officer 

 

 

Checklist for Fund Releases 

1) tǊŜǇŀǊŀǘƛƻƴ ŀƴŘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ό/¢{-8) and Remittance Challan on time after 

receipt of Release Order 

2) Receipt and Expenditure Heads of Account are clearly recorded in the TR Register as soon as 

the fund is received 

3) Entries to be made in the correct expenditure Heads of Account in the Receipts & Expenditure 

Tracking (RET) Register 

4) Release Order for onward releases to Line Departments are authorised by EO 

5) Timely release of onward Release Order to Line Departments 

6) ¢ƘŜ ǊŜƭŜŀǎŜ ŀƭƭƻŎŀǘƛƻƴ ǘƻ IŜŀŘǎ ƻŦ !ŎŎƻǳƴǘǎ ŀǎ ǇŜǊ tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ό/¢{-8) and Remittance 

Challan matches with the actual release order 

 

The following Illustration will explain the accounting of fund releases from State to Taluk 

Panchayat. 

 

Illustration 4: Receipts ς Fund Releases 
A release of Rs.2,50,000/- is made by the State Government to the TP. The release is made 

under the following Heads of Account: 

¶ 2202-102-27-08 - Education Department ς Rs. 1,00,000 

¶ 2210-101-27-08 - Health & Family Welfare ς Rs. 1,00,000 

¶ 2515-102-27-23 - Panchayat Raj programmes ς Rs. 50,000 
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The accounting treatment is as follows:  

 

Treasury Release Register 

Details of Receipt 

Date Release Order 
No. and Date 

Remitta
nce 

Challan 
# 

Head of 
Account 

Amount 
of 

Release 

Particulars of Release Date of 
onward 

release to 
Line 

Departme
nt 

Expenditu
re Head of 
Account 

Amount 
(Rs.) 

1 2 3 4 5 6 7 8 

<<Date>> 
 
 

<Date of 
Release order 

& GO 
reference> 

 
 

  1601-
102-27-
00 
  

2,50,000 
  

2202-102-
27-08 
 

1,00,000 
 

  

  2210-101-
27-08 1,00,000 

2515-102-
27-23 50,000 

  

 

 

Receipts & Expenditure Tracking Register (Receipts side) 

Expenditure Head of Account: 2202-102-27-08 (utilisation by Education Department)     Folio # __ 

Receipts 

Date Release Order Particulars Amount (Rs.) 

1 2 3 

<<date>> <RO Reference> 1,00,000 

     

   Total 1, 00,000 

Expenditure Head of Account: 2210-101-27-08 (utilisation by Health Department)           Folio # __ 

Receipts 

Date Release Order Particulars Amount (Rs.) 

1 2 3 

<<date>> <RO Reference> 1,00,000 

     

   Total 1, 00,000 

Expenditure Head of Account: 2515-102-27-23 (for own utilization of TP)                           Folio # __ 

Receipts 

Date Release Order Particulars Amount (Rs.) 

1 2 3 

<<date>> <RO Reference> 50,000 

      

   Total 50,000 

 

 

Khajane II vis-a-vis current setup 

¶ Automated transfer of releases from State Government to TP; 

¶ {ȅǎǘŜƳ ōŀǎŜŘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ ǇŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ŀƴŘ wŜƳƛǘǘŀƴŎŜ ŎƘŀƭƭŀƴǎΤ 
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¶ System based generation of release orders (State Government as well as TP); 

¶ Recording of receipt of fund releases in the ǎȅǎǘŜƳ ƻƴ ǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǇŀȅŜŜΩǎ ǊŜŎŜƛǇǘ 

and remittance challan by the TP; 

¶ System generated entries in Treasury Release Register and Receipts & Expenditure 

Tracking Register 
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5.2.4. Accounting Process TP-04: Action Plan Preparation and Approval 

 

No expenditure except salary expenditure can be incurred unless it is supported by an 

approved action plan. The TP prepares action plans for expenditure under untied grants, 

grants under central schemes, surcharge on stamp duty receipts and own sources receipts. 

For untied grants, the action plan is prepared on receipt of the TP Link Document. For 

Central Schemes and receipts of Surcharge on Stamp Duty, the action plan is prepared for 

each release. Action plans are approved by the TP Standing Committee on Finance, Audit & 

Planning and finally by the TP General Body. The process flow of this process is given in 

Annex 3 Chart 4. 

 

Process for preparation and approval of Action Plans 

The Executive Officer of the TP initiates the Action Plan preparation process in the following 

cases: 

¶ For untied grants ς on receipt of the TP link document; 

¶ For grants under Central Schemes ς On receipt of the release order or on receipt of 

the grants; 

¶ For receipts of surcharge on stamp duty ς when the TP body decides to utilise the 

funds received from the Registrar of Stamps; 

¶ For own sources receipts - On periodic basis as and when sufficient funds are 

available. 

 

Note: For expenditure under other state schemes, action plans are prepared by the 

respective implementation officers (line departments). 

 

The Planning Officer in the Taluk Panchayat prepares the Action Plan from the list of works 

mentioned in the Shelf of Projects. The action plan is approved by the EO and placed before 

the Standing Committee on Finance, Audit and Planning for approval. On approval, the 

Action Plan is further approved by the General Body of the TP. The approved action plan is 

sent to the ZP by the EO for scrutiny. The ZP scrutinises the action plan and returns the 

same to the EO after obtaining necessary clarifications. The format of Action Plan is given in 

Annex 6, Action Plan.  

 

The sequence of activities leading up the preparation of the Action Plan must happen in a 

time bound manner to ensure that the works are completed on time. The calendar for 

preparation of action plan for releases through the TP Link Document is given in Table 10. 

The Action Plan for utilising grants from banking channel shall be prepared by the TP within 

45 days from the receipt of release order/funds. In all other cases, action plan shall be 

prepared within 45 days from the date when decision to utilise the money is made. 
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Table 10: Timeline for preparation of Action Plan (for releases through the TP Link Document) 

Activity Time line Responsibility 

Preparation of Action Plans by Line Department 15th April Officers of Line Depts.  

Preparation of Action Plans by TP 15th April Planning Officer of TP 

Preparation of Action Plans by consolidating the 

departmental Action Plans by TP 

30th April Planning Officer of TP 

Approval of Action Plans by the Standing Committee and 
TP General Body 

 15th May TP Standing Committee 
and General Body 

Submission of Action Plans to ZP  31st May TP Executive Officer 

 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 11 below. 

 

Table 11: Activities for Preparation and Approval of Action Plans 

Activities Registers/Records  Prepared by Checked by Approved by 

Preparation of 
Action Plan 

Action Plan Planning Officer NA Executive 
Officer 

Approval of Action 
Plan 

Minutes of meeting NA NA Finance, Audit 
& Planning 
Committee 

Final Approval Minutes of meeting NA NA TP General 
Body 

Submission of 
Approved Action 
Plan to ZP 

 Executive 
Officer 

NA NA 
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5.2.5. Accounting Process TP-05: Receipts and Expenditure of Central Scheme Grants 

(Banking Channel) 

 

The Central Scheme grants are transferred to the TPs through the concerned ZP. Though the 

allocations under central plan schemes and centrally sponsored schemes are indicated in 

the Link Document, the funds flow to the TP through the banking channel. The expenditure 

under such schemes is also through the banking channel against approved action plans as 

indicated earlier. The process flow for receipts and expenditure under banking channel is 

given in Annex 3 Chart 5. 

 

Process for receipt and expenditure through the banking channel 

The funds are released by the ZP and credited to the Scheme Bank Account of the TP. The TP 

receives intimation of the release/credit of the grants from the ZP. For utilisation of the 

scheme grants, the TP shall prepare an Action Plan which shall be in line with the Scheme 

Guidelines issued by the Central Government. The process for preparation and approval of 

action plans is shown in TP-04 earlier. The process for scheme expenditure is explained in 

detail in TP-09, TP-10 and TP-12. 

 

Procedure for opening and closing of bank accounts under different schemes 

The opening of bank accounts for the Central Schemes is intimated in the guidelines of the 

Central Schemes. The bank accounts are opened by the TP EO as per the scheme guidelines 

and the bank account details are intimated to the ZP. In some cases like the MGNREGA the 

Central Government opens the Bank Account on behalf of the TP and intimates the TP. The 

RDPR has issued a GO # RDP 02 AFN (2) 2000, which has directed the TPs to have only one 

bank account for one Scheme. 

 

Closure of inactive accounts: Bank accounts which are inactive can be closed by the TP EO 

based on the advice received from: 

1. AG during the course of Audit; 

2. ZP CEO/CAO or 

3. Suo moto. 

 

The amount withdrawn after closure shall be converted into a Demand Draft in the name of 

the concerned ZP CEO. It could also be deposited under the new scheme of the Central 

Government. e.g., the 12th Finance Commission grants can be taken to the 13th Finance 

Commission grants after the approval from the ZP CEO. However, there are inactive bank 

accounts which are not closed due to some technical problems like incompletion of works 

undertaken, etc., 
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Flow of accounting entries for recording receipts & expenditure through the Banking 

Channel 

 

Receipt of Release Order/

Intimation of credit

Scheme Cash Book

Scheme Income Ledger

CRP Statement (Credit side)

Receipts & Payments Account

 
 

Figure 4: Flow of accounting entries of receipts through Banking Channel 

 

 
Receipt of bills from 

Contractors/Suppliers

Generation of Bank Payment voucher

Entry in the Scheme Cash Book 

(Payments side)

Entry in the Scheme 

Expenditure Ledger

CRP Statement (Debit Side)

Receipts & Payments Account of 

TP

 

Figure 5: Flow of accounting entries of expenditure through Banking Channel 

 

Accounting treatment for receipt and expenditure through the banking channel 

For every Central Scheme the TP shall maintain a separate cash book called the Scheme 

Cash Book. Receipts of scheme grants shall be entered on the ΨweceiptsΩ side of the Scheme 

Cash Book on receipt of intimation of release from the ZP. The release intimation shall be 

the supporting document for recording the receipt. On the same lines, any other receipts 

ǎǳŎƘ ŀǎ ōŀƴƪ ƛƴǘŜǊŜǎǘ όƻƴ ǎŎƘŜƳŜ ŦǳƴŘǎύ ǎƘŀƭƭ ŀƭǎƻ ōŜ ŜƴǘŜǊŜŘ ƻƴ ǘƘŜ ΨwŜŎŜƛǇǘǎΩ ǎƛŘŜ of the 

Scheme Cash Book. The format of the Scheme Cash Book is given in Annex 4 Form No. TP22. 
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A Scheme Ledger shall also be maintained to record all incomes and expenditure against 

individual Heads of Account for that scheme. The expenditure major Head of Account shall 

be 2515-102-<<Scheme Code>>-<<object code>>. The grant receipts shall be accounted 

under the Head of Account 1601-101-<<Scheme Code>>-00, whereas interest received on 

Scheme grants lying in the Bank Account, if any, shall be accounted under the Head 0049-

101-<<Scheme Code>>-00. 

 

For all scheme receipts, in addition to the entry in the Scheme Cash Book, a corresponding 

ŜƴǘǊȅ ƛǎ ƳŀŘŜ ƻƴ ǘƘŜ Ψ/redit (Cr)Ω side of the concerned Income Head of Account in the 

Scheme Ledger. All scheme expenditure including expenses like bank charges (for which no 

ŎƘŜǉǳŜ ƛǎ ƛǎǎǳŜŘύ ǎƘŀƭƭ ōŜ ŜƴǘŜǊŜŘ ƻƴ ǘƘŜ ΨtŀȅƳŜƴǘǎΩ ǎƛŘŜ ƻŦ ǘƘŜ {ŎƘŜƳŜ /ŀǎƘ .ƻƻƪ ƻƴ 

actual payment mentioning the appropriate Object Code. An entry shall also be made on the 

Ψ5ebit (Dr)Ω side of the concerned Head of Account of the Scheme Ledger. The format of the 

Scheme Ledger is given in Annex 4 Form No. TP 23 & 24. 

 

The Scheme Cash Book shall be closed on a daily basis to ensure good control over the 

movement of funds and a monthly reconciliation statement for each Scheme Cash Book 

shall be prepared. The Reconciliation statement shall be a part of the TP Monthly Accounts. 

The bank reconciliation procedure is discussed in detail under TP-13. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 12 below. 

 

Table 12: Activities for Receipts and Expenditure under Central Schemes (Banking Channel) 

Activities Registers/Records  Prepared by Checked by Approved by 

Receipt of funds 1. Scheme Cash 
Book 
2. Scheme Ledger  

Accounts 
Assistant 

Assistant 
Accounts Officer 

Executive 
Officer 

Recording of 
Expenses 

1. Scheme Cash 
Book 
2. Scheme Ledger 

Accounts 
Assistant 

Assistant 
Accounts Officer 

Executive 
Officer 

Bank reconciliation 1. Bank Statement 
2. Bank 
Reconciliation 
Statement 

Assistant 
Accounts 
Officer 

NA Executive 
Officer 

 

Checklist for Banking Receipts & Expenditure accounting 

1) Grants received through banking channel are deposited in a Bank account specifically 

opened for a particular Scheme 

2) The receipt of funds is recorded in the Scheme Cash book and again in the relevant 

Scheme Income ledgers 
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3) Expenditure towards work is made as per the approved Action plan and the Scheme 

Guidelines 

4) All the expenditure made are recorded in the Scheme Cash Book and in the Scheme 

Expenditure Ledgers 

5) Advances given if any, are recorded in the Advances Register and regularly monitored  

6) Unutilised amounts at the end of the year/scheme are refunded/carried forward as per 

the scheme/sanctioning authority 

 

The following Illustration will explain the accounting of receipts and expenditure under 

Central Schemes (Banking Channel) 

 

Illustration 5: Receipts under banking channel 

Funds received from the Central Scheme towards Nirmal Bharat Abhiyan is Rs.1,00,000/-. An 

amount of Rs. 2,500 is received as interest from the bank to be part of the scheme funds as 

per scheme guidelines. Expenditure of Rs. 65,000 is made towards works under the scheme 

as per an approved action plan. 

 

The receipt entries in the Scheme Cash Book would be: 

Name of the Scheme:  Nirmal Bharat Abhiyan 

Scheme Code:   17 

Name of the Bank:  State Bank of Mysore 

Bank Account Number: XXXXX 

Receipts 

Date 
Scheme HoA- 
Receipts Particulars of Receipt 

Instrument 
No. Amount 

1 2 3 4 5 

<<date>> 1601-101-17-00 GO# 2012/KA/NRHM/TP001 354621 1,00,000 

 <<date>> 0049-101-17-00  Interest from SB Account    2,500 

     Total   xxxxx 

 

The entry in the Scheme Ledger for the receipt would be: 

Scheme Ledger- Income 

Nirmal Bharat Abhiyan 

Name of the TP: << Name>> 

1601-101-17-00-Grants in aid 

Cr 

Date Particulars Reference Amount (Rs.) 

4 5 6 7 

<<date>> Grants Received GO# 2012/KA/NRHM/TP001 1,00,000 

   
1,00,000 

 
Balance b/d 

 
1,00,000 
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Nirmal Bharat Abhiyan 

Name of the TP: << Name>> 

0049-101-17-00-Interest from SB Account 

Cr 

Date Particulars Reference Amount (Rs.) 

4 5 6 7 

<<date>> Bank Interest 
 

2,500 

   
2,500 

 
Balance b/d 

 
2,500 

 

The payment entry for expenditure in the Scheme Cash Book would be: 

Name of the Scheme:  Nirmal Bharat Abhiyan  

Scheme Code:   17 

Name of the Bank:  State Bank of Mysore 

Bank Account Number:  XXXXX 

Payments 

Date Vch No. Object code Particulars of Expenses Cheque # Amount 

6 7 8 9 10 11 

<<date>> <<Vch no>> 2515-102-17-23 Works Expenditure 879618 65,000 

      Total    xxxxx 

 

The expenditure entry in the Scheme Ledger would be: 

Scheme Ledger- Expenditure 

17- Nirmal Bharat Abhiyan 

Name of the TP : <<Name>> 

2515-102-17-23- Works 

Dr 

Date Particulars Reference Amount (Rs.) 

1 2 3 4 

<<date>> Paid to Mr. xxxx Vch No. xx        65,000  

        

             65,000  

<<last day of month>> Balance b/d  65,000 

 

Khajane II vis-a-vis current setup 

¶ Entries for receipts and payment vouchers are recorded in the system instead of manual 

entry; 

¶ Scheme Cash book and Scheme Ledger entries are automated once receipts and 

payments are entered; 

¶ Electronic bank reconciliation. 
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Funds transferred by the TP to Line Departments for Expenditure 

At present, the TP expenditure through the banking channel is done by the TP itself. No 

Central Scheme operated through the banking channel is routed down to the Line 

Department by the TP for incurring expenditure on its behalf. In case the funds are routed 

to the Line Department by the TP in future, the following section guides the user in 

accounting and maintaining documents to record the transactions.  

 

Process for recording and presenting expenditure made by Line Department 

A separate cash book shall be opened by the TP EO for recording all the transactions made 

through the LiƴŜ 5ŜǇŀǊǘƳŜƴǘΩǎ .ŀƴƪ !ŎŎƻǳƴǘΦ !ǘ ǘƘŜ ǘƛƳŜ ƻŦ ƳŀƪƛƴƎ ŀ ǘǊŀƴǎŦŜǊ ŦǊƻƳ ǘƘŜ ¢t 

Scheme Bank account to the DDO Bank Account, a Fund Transfer voucher shall be generated 

for accounting such transfer. The expenditure made through the DDO Bank account shall be 

reflected in the TP Books and not in the Line Department books. A subsidiary Cash Book 

shall be maintained by the DDO of the Line Department also to record all his transactions 

pertaining to the Scheme. The opening and closing balances in the DDO Bank Account shall 

also be a part of the TP Receipts & Payments Account. The DDO of the Line Department 

shall prepare a Monthly Statement of Expenditure, showing the opening balance, receipts 

and expenditure during the month and closing balance, alongwith the Bank Reconciliation 

Statement. 

 

Accounting treatment for recording expenditure incurred by the Line Departments 

1. At the time of transfer of funds from the TP Scheme bank account to the DDO bank 

account, an entry shall be made on the payments side of the TP Scheme Cash Book 

operated by the EO and a corresponding receipt entry shall be made in the Scheme Cash 

book of the DDO maintained at the TP on the receipts side. This entry is similar to the 

contra entry made under the double entry system. The LD DDO on receipt of such funds 

into his bank account shall make an entry on the receipts side of the Scheme Cash Book. 

 

2. The expenditure incurred at the Line Department shall be entered into the Scheme Cash 

Book (maintained at the Line Department) by the DDO as and when the bank payment 

voucher is raised. The TP EO shall also make a corresponding entry in Scheme Cash book 

of the DDO maintained at the TP EO and the concerned Scheme Expenditure ledger 

account maintained in TP. The Head of Account for recording the expenditure made by 

the Line Department shall be the same that is used for recording TP expenditure. 
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Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 13 below 

Table 13: Activities for Receipts and Expenditure under Central Schemes (Banking Channel) 

Activity Entry Register/Documents Registers affected Accounting 
responsibility 

Receipt of release from 
ZP to TP Scheme Bank A/c 

Scheme Cash Book of TP on 
the receipt side 

Credit side of 
concerned Scheme 
Income  Ledger of TP 

TP Accounts 
Staff 

Transfer from TP Scheme 
Bank A/c to DDO Scheme 
Bank A/c 

Scheme Cash Book of TP 
(Payments Side), Scheme 
Cash Book of Line Dept 
maintained by the TP  
(Receipts Side) 

NA TP Accounts 
staff 

Scheme Cash Book of DDO 
on the receipts side  

Scheme Cash Book LD Accounts 
Staff 

Expenditure incurred at 
LD 

Bank Payment voucher 
 
Scheme cash book of the 
DDO 

Concerned Scheme 
Expenditure Ledger 
of the TP 

Entered by DDO 
of the Line 
Department 

Scheme Cash Book of Line 
Dept maintained at the TP  
(payments Side) 

 TP Accounts 
Staff 

Expenditure classification 
& reconciliation with 
bank passbook 

Bank Reconciliation 
Statement and Monthly 
Statement of Expenditure 

NA DDO of the 
concerned Line 
Department 

 

The following Illustration will explain the accounting of expenditure made by Line 

Department under Central Schemes (Banking Channel) 

 

Illustration 6: Expenditure of TP Central Scheme funds by Line Departments 

Rs.5,00,000/- was received under Central Scheme XXXX by ABC TP. Out of that amount 

Rs.2,00,000/- was transferred to Education Department by the TP on 01st April 2013 as per 

Scheme guidelines. The DDO utilised Rs.1,00,000/- towards purchase of Black boards for 

Primary Schools.  
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Step 1: Transfer of funds from TP to Education Department 

 

ABC Taluk Panchayat 

Funds Transfer Voucher 

Transfer from: TP XXX A/c # 900135212, SBM Transfer to: Education Dept. A/c # 900978721, SBM 

From Fund: XXX To Fund: XXX 

Voucher No: FT 001/1314 Date : 01st April 2013 

Sl No Particulars of Transfer Amount Transferred (Rs) 

1 3 4 

1. Transfer of Scheme grants to Education department 2,00,000 

Total 2,00,000 

Cheque no. and date: 

Narration: Transfer of grants to Education Department as per guidelines (Contra) 

Prepared by Approved by 

  

Step 2: Entry at the ABC TP in Scheme Cash Books of TP and Scheme Cash of Education 

Department maintained at ABC TP 

Scheme Cash Book (ABC TP) 

Name of the Scheme:  XXX  

Scheme Code:   xx 

Name of the Bank:  State Bank of Mysore 

Bank Account Number:  900135212 

Payments 

Date Vch No. Object code Particulars of Expenses Cheque # Amount 

6 7 8 9 10 11 

<<date>> FT001/1314 1601-101-19-00 
Fund transfer to 
Education Dept 

 
2,00,000 

      Total    2,00,000 

 

Scheme Cash Book (Education Department) maintained at ABC TP 

Name of the Scheme:  XXX  

Scheme Code:   xx 

Name of the Bank:  State Bank of Mysore 

Bank Account Number:  900978721 

Receipts 

Date Scheme HoA- Receipts Particulars of Receipt Instrument No. Amount 

1 2 3 4 5 

01-04-2013 1601-101-19-00 

Funds transferred from 
900135212 Bank account 
vide vch # FT 001/1314 

 
2,00,000 

     Total   2,00,000 
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Step 3: Entry at the Education Department in Scheme Cash Book (Subsidiary Cash Book) 

Name of the Scheme:  XXX  

Scheme Code:   xx 

Name of the Bank:  State Bank of Mysore 

Bank Account Number:  900978721 

Receipts 

Date 
Scheme HoA- 
Receipts Particulars of Receipt 

Instrument 
No. Amount 

1 2 3 4 5 

01-04-2013 1601-101-19-00 Funds received from ABC TP 
 

2,00,000 

     Total   2,00,000 

 

Step 4: Entry in the Scheme Cash book of the Education department (Subsidiary Cash Book) 

Name of the Scheme:  XXX  

Scheme Code:   xx 

Name of the Bank:  State Bank of Mysore 

Bank Account Number:  900978721 

Payments 

Date Vch No. Object code Particulars of Expenses Cheque # Amount 

6 7 8 9 10 11 

<<date>> 003/1314 2515-102-xx-31 Purchase of Black boards 
 

1,00,000 

      Total    1,00,000 

 

Step 5: Entry in the Scheme Expenditure Ledger maintained by the TP on expenditure 

incurred by Education Department 

Scheme Ledger- Expenditure 

xx-XXX 

 

Name of the TP: ABC TP 

2515-102-xx-31- Materials & Supplies 

Dr 

Date Particulars Reference Amount (Rs.) 

1 2 3 4 

<<date>> Paid towards purchase of Black Boards Vch No. 003/1314 1,00,000 

             1,00,000  

<<last day of 
month>> 

Balance b/d  1,00,000 
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Khajane II vis-a-vis current setup 

¶ Same set of entries (transfer to LD by TP and expenditure by LD) give effect to entries to 

the TP books as well as the Cash Book of the LD DDO. 

¶ Electronic bank Reconciliation of the LD Scheme Cash book maintained at the TP by the 

LD account staff; and 

¶ Scheme Ledger entries are automated once receipts and payments are entered. 
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5.2.6. Accounting Process TP-06: Receipts and Expenditure of Surcharge on Stamp Duty 

 

Surcharge on Stamp duty is treated similar to ¢tΩǎ ƻǿƴ source income and is a major source 

of Fund III receipts for the TP. The process for receipt of surcharge on stamp duty is similar 

to the receipt of budgetary releases through Treasury discussed in TP-01. Utilization is made 

against approved action plan through the Treasury channel. The process flow is given in 

Annex 3 Chart 6. 

 

Process for receipts and expenditure of surcharge on stamp duty 

This process begins with the receipt of release order from the Registrar of Stamps. The 

registrar uploads the share of stamp duty in the Treasury and release order is generated 

automatically in the system. On receipt of the release order, the Accounts Assistant 

ƎŜƴŜǊŀǘŜǎ ŀ tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ό/¢{-8) for drawing the funds from the Consolidated Fund of the 

State. He also generates a Remittance Challan (Yellow) for credit of the releases to the TP 

Fund III Account with the TreasuryΦ  ¢ƘŜ tŀȅŜŜΩǎ wŜŎŜƛǇǘ ŀƭƻƴƎ ǿƛǘƘ ǘƘŜ wŜƳƛǘǘŀƴŎŜ /Ƙŀƭƭŀƴ 

is presented to the Treasury ŀŦǘŜǊ ŀǇǇǊƻǾŀƭΦ hƴ ǊŜŎŜƛǇǘ ƻŦ ǘƘŜ tŀȅŜŜΩǎ wŜŎŜƛǇǘ ŀƴŘ ǘƘŜ 

Remittance Challan, the Treasury credits the releases to the TP Fund III Account against the 

Heads of Account mentioned. 

 

To utilise the money the TP shall prepare an Action Plan as per the guidelines for spending 

and get it approved. The process for preparation and approval of action plans is shown in 

TP-04 earlier. The process for expenditure is explained in detail in TP-10. 

 

Flow of accounting entries for recording receipts & expenditure of Surcharge on Stamp 

Duty 

The accounting entries flow for receipt of surcharge on Stamp Duty is similar to that of 

Figure 3 given in Section 5.2.3 and accounting entries flow for recording expenditure is the 

same as given in Figure 8 given in Section 5.2.10. 

 

Accounting treatment 

Surcharge on stamp duty remitted to the TP Fund III Account is entered in the Treasury 

Release Register after the tŀȅŜŜΩǎ wŜŎŜƛǇǘ and Remittance challan are generated. On receipt 

of releases, the TP shall account the same in the Treasury Release Register under the Major 

Head 0030 and Minor Head 901.  

 

The amount received as surcharge on stamp duty shall be again ŜƴǘŜǊŜŘ ƻƴ ǘƘŜ ΨwŜŎŜƛǇǘǎΩ 

side of the RET Register mentioning the release order under the Head 2515-102Φ ΨtŀȅƳŜƴǘǎΩ 

side of the RET Register is updated when expenditure is incurred under that Head of 

Account. 
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Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 14 below. 

 

Table 14: Activities for Receipts and Expenditure of Surcharge on Stamp Duty 

Activities Registers/Records Prepared by Checked by Approved by 

Receipt of funds 1. Treasury Release 
Register 
2. Receipts & 
Expenditure Tracking 
Register 

Accounts 
Assistant 

Assistant 
Accounts Officer 

NA 

Action Plan 
preparation 

1. Action Plan Planning 
Officer/Assista
nt Accounts 
Officer 

Executive Officer TP Body 

Expenditure 
accounting 

1. Receipts & 
Expenditure Tracking 
Register 

Accounts 
Assistant 

Assistant 
Accounts Officer 

NA 

 

The following Illustration will explain the entire flow of accounting treatment for receipts 

and expenditure of surcharge on stamp duty. 

 

Note: Documentation and Verification process for receipt of Stamp Duty is similar to that of 

Fund Releases discussed in detail in Section 5.2.3. 

 

Illustration 7: Receipt and Expenditure of surcharge on stamp duty 

Receipt of surcharge on stamp duty Rs.1,00,000/- from the Registrar of Stamps intimated via 

Release Order No. RO/2012/KA009/1213. An expenditure of Rs. 65,000 is incurred against 

approved action plan. 

 

Receipt entry in Treasury Release Register: 

Treasury Release Register 

Name of TP: <<name>> 

Details of Receipt 

Date Release Order 
No. and Date 

Remitt
ance 

Challan 
# 

Head of 
Account 

Amount 
of 

Release 

Particulars of 
Release 

Date of 
onward 
release 
to Line 

Departm
ent 

Expenditu
re Head of 
Account 

Amount 
(Rs.) 

1 2 3 4 5 6 7 8 

<<date
>>  

 RO/2012/KA0
09, 
15/09/2012 

   0030-901-
00-00 

 1,00,000 2515-102-
27-23  

1,00,000
  

 NA 
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Entry in the RET register: 

 

Name of the TP: <<Name>> 

Expenditure Head of Account: 2515-102-27-23 

Receipts 

Date Release Order Particulars Amount Released 

1 2 3 

<<date>> RO/2012/KA009/1213 1,00,000 

   Total 1,00,000 

 

Entry in RET register for expenditure: 

 

Name of TP: <<name>> 

Expenditure Head of Account: 2515-102-27-23 

Payments 

Date Voucher # Particulars of Expenditure Amount 
(Rs.) 

Total 

4 5 6 7 8 

25-05-13 DC Bill # 65768 Paid to Ramanna for asphalt of road         65,000  

        

        

    Total        65,000  

 
 

 

Khajane II vis-a-vis current setup 

¶ Automated transfer of releases from Registrar of Stamps to TP; 

¶ {ȅǎǘŜƳ ōŀǎŜŘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ ǇŀȅŜŜΩǎ ǊŜŎŜƛǇǘ ŀƴŘ wŜƳƛǘǘŀƴŎŜ ŎƘŀƭƭŀƴǎΤ 

¶ Recording ƻŦ ǊŜŎŜƛǇǘ ƻŦ ŦǳƴŘ ǊŜƭŜŀǎŜǎ ƛƴ ǘƘŜ ǎȅǎǘŜƳ ƻƴ ǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǇŀȅŜŜΩǎ ǊŜŎŜƛǇǘ 

and remittance challan by the TP; 

¶ System generated entries in Treasury Release Register and Receipts & Expenditure 

Tracking Register 
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5.2.7. Accounting Process TP-07: Rent Receipts 

 

Rent receipts to the TP are by way of letting out properties owned by the TP. Properties 

owned by the TP are Staff quarters and commercial establishments like shops. The staff 

quarters are let out to Government employees and rent receivable are deducted from their 

salaries. The commercial establishments are let out to outsiders and the rent receipts are 

received through cash/cheques. 

 

The activities undertaken by the TP in this process begins with ascertaining the amount of 

rent receivable and recording it. The collection of rent from the employees or from others 

periodically is the next activity. After collection the TP staff shall record the receipts under 

the appropriate head of accounts and remit the rent receipts to the Treasury. The process 

flow is given in Annex 3 Chart 7. 

 

Process for recording Rent receipts 

The rent receivable from the tenants shall be determined periodically from the rent 

agreement. The rent receivable shall be entered in the DCB register (format given in Annex 

5 Monthly & Annual Accounts Formats) against the names of the individual tenants. With 

regard to staff quarters, the monthly rent amount is deducted from the salaries of 

employees during the monthly salary processing cycle in HRMS. The amount so deducted 

shall be adjusted against the TP rental receipts by the Treasury at the time of disbursement 

of salary. The DCB shall be updated with the amounts deducted against the respective staff 

names. 

 

In cases of rent from commercial establishments let out, on receipt of rent from the tenant, 

the TP staff shall issue an acknowledgment (format given in Annex 4 Form No. TP02) and 

record the receipt. The receipt shall be in the form of cash or cheques. A remittance challan 

is generated from Khajane II and the cash/cheque received is deposited into the Bank 

account of the Treasury by the TP along with the challan. On deposit, the Fund III account of 

the TP is credited by the Treasury. The TP staff shall ensure that all rents due are collected 

regularly and duly deposited into the TP account. The DCB shall be updated as and when 

collections are made by the TP. 
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Flow of accounting entries for recording rent receipts 

 

Receipt of Release Order

Collection & Remittance register

Receipts side of RET register

CRP Statement (Credit side)

Receipts & Payments Account

 
Figure 6: Flow of accounting entries for recording TP Rent receipts 

 

Accounting treatment of rent receipts 

The rent receipts are TP own funds and hence shall be accounted in the TP FUND III of the 

Treasury. The accounting head for rent receipts shall be 0515-102-42-00.Rental receipts are 

first recorded in the Collection and Remittance Register. The format of Collection and 

Remittance register is given in Annex 4 Form No. TP13. On deposit of such amounts to the 

Treasury, the challan number and date of deposit shall be mentioned against the receipt 

entry in the Collection and Remittance Register. 

 

The rent received by the TP shall be utilised as and when the TP body decides to utilise it. At 

the time of utilisation an entry in the RET Register shall be made from the Collection & 

Remittance Register for the amount approved for utilisation as per the Action Plan under 

the appropriate expenditure heads having major and minor head 2515-102. 

 

DCB Register: For the purpose of tracking rent receivables, TP shall maintain a DCB register 

in the format prescribed. The DCB register will have a folio for each tenant. Any balances 

due from the previous year shall be entered as Opening Balance in the Balance column.  

 

The demand for rent from staff quarters arises at the month end. Consequently a demand 

entry shall be made at the month end by the TP. The collection entry shall be made on 

deductions of rent amounts from the salaries of employees. 

 

With regard to rent from commercial establishments, demand for rent arises periodically in 

accordance with the terms of the rental agreement. A separate folio shall be created for 

each tenant in the DCB register. As and when demand is raised, the amount shall be 
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recorded in the 5/. ǊŜƎƛǎǘŜǊ ǳƴŘŜǊ ǘƘŜ Ψ5ŜƳŀƴŘΩ ǎƛŘŜ. Collections made shall be recorded 

undŜǊ ǘƘŜ Ψ/ƻƭƭŜŎǘƛƻƴǎΩ ǎƛŘŜ as and when received. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 15 below. 

 

Table 15: Activities for Rent Receipts 

Activities Registers/Records  Prepared by Checked by Approved by 

Opening of new 
tenant folio 

1. DCB Register 
 

Assistant 
Accounts 
Officer 

Executive 
Officer 

NA 

Recording of Receipts 
ς Staff quarters 

1. Salary register 
(generated in HRMS) 
2. DCB Register 
3. Collection & 
remittance Register 
4. Receipts & 
Expenditure Tracking 
Register 

First division 
Assistant 
(establishme
nt staff) 

Accounts 
Assistant 

NA 

Recording of Receipts 
ς Rent from outsiders 

1. DCB Register  
2. Collection & 
remittance register 
3. Receipts & 
Expenditure Tracking 
register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Issuing 
acknowledgement on 
rent receipt 

1. Acknowledgment 
Receipts 

Accounts 
Assistant 

NA NA 

Remittance of rent 
receipts to Treasury 

1. tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ 
2. Collection & 
remittance register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

 

Month end entry for 
consolidated rent  

1. RET register Accounts 
Assistant 

Assistant 
Accounts 
Officer 

 

Reconciliation of rent 
receipts with 
Treasury Plus/Minus 
Memorandum 

1. Treasury 
Reconciliation Statement 

Assistant 
Accounts 
Officer 

NA Executive 
Officer 

 

Checklist for Rent Receipts accounting 

1) Rent is collected promptly as agreed in the rental agreement 

2) The DCB is updated and maintained properly in respect of Rent 

3) Acknowledgements have been issued for all rent receipts  

4) Collections are promptly deposited to Treasury Bank account 

5) With regard to staff quarters, the monthly rent amount is deducted from the salaries of 

employees during the monthly salary processing cycle in HRMS 
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6) Rent receipts are accounted in the Collection & Remittance Register under the correct 

Head of Account 

7) Receipt has been credited to TP Fund III 

 

The following Illustration will explain the entire flow of accounting treatment for rent 

receipts. 

 

Illustration 8: Accounting for rent receipts 

Monthly rent receivable from A an employee, Rs.500/-. Deduction from salary could not be 

made for the month of July. He paid Rs.500/- on 16thAugust for which receipt # TP01/712 

was issued. The amount of Rs. 500/ - collected is deposited into the Treasury account on 

17thAugust. An amount of Rs.500/- was deducted from his salary on 31st August. 

 

The following shall be the entries to be made in TP books. 

 

Step 1: Demand entry in the DCB Register  

Name of the Tenant: Mr. A 

Nature of Property: Staff Quarters 

Employee ID:  KA/656     

Month 

Demand Collection Balance 

Date 
Current 
Month 

Write offs/ 
permissions 
to Write off 

Initials of 
AAO Date 

Current 
Month 

1 2 3 4 5 6 7 8 

July 31-07 500     500 

August 31-08 500      

 

Step 2: Deduction of Rs. 500 from August salary 

1. Entry in Collection & Remittance Register 

 

Collection & Remittance Register 

Name of TP: << name>> 

Date Receipt 
No. 

Head of 
Account 

Particulars 
of Remitter 

Particulars of Receipts Amo
unt 
(Rs.) 

Mode Cheque 
No. & 
Date 

Drawn 
on 

Initials 
of the 

EO 
Rent  Licence 

Fees 
Service 
Fees 

Other 
Fees 

1 2 3 3 4 5 6 7 8 9 10 11 12 

 31-08 Salary P
ay Bill # 

 0515-
102-42 

Mr. A  500        500  Salary 
Dedn 

      

 

 

 

 

Folio No: 15 
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2. Entry in DCB Register 

Name of the Tenant: Mr. A 

Nature of Property: Staff Quarters 

Employee ID:  KA/656         

Month 

Demand Collection Balance 

Date 
Current 
Month 

Write offs/ 
permissions 
to Write off 

Initials of 
AAO Date 

Current 
Month 

1 2 3 4 5 6 7 8 

July <<date>> 500     500 

August     16-08 500 0 

August <<date>> 500   31-08 500 0 

 

 

Step 3: Collection of Rs. 500 from Mr. A 

1. Entry in Collection & Remittance Register 

 

Collection & Remittance Register 

Name of TP: << name>> 

Date Receipt 
No. 

Head of 
Account 

Particulars 
of 

Remitter 

Particulars of Receipts Amou
nt 

(Rs.) 

Mode Cheque 
No. & 
Date 

Drawn 
on 

Initia
ls of 
the 
EO 

Rent  Licence 
Fees 

Service 
Fees 

Other 
Fees 

1 2 3 3 4 5 6 7 8 9 10 11 12 

16-08 TP01/7
12 

0515-
102-42 

Mr. A  500    500 Cheque 056201 
dt. 10

th
 

Sep 
Corpn 
Bank 

 

31-08 Salary P
ay Bill # 

 0515-
102-42 

Mr. A  500        500  Salary 
Dedn 

      

 

 

Step 4: Remittance of rent received to the Treasury 

Remittance Details 

Deposited to Deposited on Treasury/Bank 
Account 

Initials of the Executive 
Officer 

13 14 15 16 

 Treasury Fund III 17-08  3625412546   

Treasury Adjustment on 31st August 

 

Khajane II vis-a-vis current setup 

¶ System based generation of Remittance challans; 

¶ Recording of remittance of rent in the system on generation of remittance challan by 

the TP; 

¶ System generated remittance entries in Collections & Remittance Register. 

 

Folio No: 15 
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5.2.8. Accounting Process TP-08: Other Receipts 

 

Other receipts of the TP are receipts from sale of scrap, disposal of fixed assets, sale of 

timber, receipt of interest from savings bank account etc. The money received under this 

process does not account for a significant source of receipts. The activities undertaken by 

the TP under this process include the receipts of sale, deposit of money to the Treasury and 

the accounting entries to be made in the relevant registers. The process flow is given in 

Annex 3 Chart 8. 

 

Processes undertaken by the TP 

This process for accounting other receipts begins when the receipts are received by the TP. 

The TP staff shall issue acknowledgement (format given in Annex 4 Form No. TP02) of 

money received and record the receipts. A remittance challan is generated in the Khajane II 

system and the receipt of money (either in cash, cheque or DD) shall be deposited in the 

Bank Account of the Treasury. On deposit, the Fund III Account of the TP is credited. All the 

receipts from other sources shall be recorded and deposited to the Treasury as early as 

possible. 

 

In case of Interest received from amounts lying in the Scheme Bank Account only an 

accounting entry in the Scheme Cash Book of the TP shall be made based on the entries in 

the Bank Pass Sheet. 

 

Disposal of Assets of the TP shall be approved by the TP committee on Finance, Audit & 

Planning before they are disposed and such receipts shall be deposited to the Treasury. 

 

Flow of accounting entries for recording other TP receipts 

The accounting entries flow for recording the other TP receipts is exactly the same as given 

in Figure 6 of Section 5.2.7. 

 

Accounting treatment of Other Receipts 

The other receipts are TP own funds and hence shall be accounted in the TP FUND III of the 

Treasury. The accounting head for other receipts shall be 0515-102-46-00/0515-102-47-

00/0515-102-48-00 based on the nature of receipts. The receipts are first recorded in the 

Collection and Remittance Register. The format of Collection and Remittance register is 

given in Annex 4 Form No. TP13. The Accounts Assistant shall deposit the money/cheque 

received from the tenants into the Treasury within one working day. The remittance details 

shall be entered by him in the Collection & Remittance register. The EO shall verify the 

entries made along with the challan and cheque details and attest his signature in the 

remittance details. 
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The TP AAO shall reconcile the receipts under the Monthly Plus/Minus Memorandum with 

the Collection & Remittance register at the month end and any discrepancy shall be 

reported to the Treasury by the EO. 

 

The other receipts of the TP shall be utilised as and when the TP body decides to utilise it. At 

the time of utilisation an entry in the RET Register shall be made from the Collection & 

Remittance Register for the amount approved for utilisation as per the Action Plan under 

the appropriate expenditure heads having major and minor head 2515-102. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 16 below. 

 

Table 16: Activities for Other Receipts 

Activities Registers/Records Prepared by Checked by Approved by 

Issuing 
acknowledgement 
on receipt of 
money 

1. Acknowledgment 
Receipts 

Accounts 
Assistant 

NA NA 

Recording of 
Receipts  

1. Collection & 
remittance register 
2. Receipts & 
Expenditure Tracking 
register 

Accounts 
Assistant 

Assistant 
Accounts Officer 

NA 

Remittance of 
receipts to 
Treasury 

1. tŀȅŜŜΩǎ ǊŜŎŜƛǇǘ 
2. Collection & 
remittance register 

Accounts 
Assistant 

Assistant 
Accounts Officer 

NA 

 

 

Documents and Verification process for Other Receipts 

1) Acknowledgements are serially numbered and issued for all receipts 

2) The monies collected (either in cash, cheque or DD) are deposited in the Bank Account 

of the Treasury (Fund III) within the next working day 

3) Receipts entries are made in the Collection & remittance register under the correct 

Head of Account 

4) Assets have been properly listed before sale/disposal and approval for sale is obtained 

5) Asset register suitably updated to reflect disposal 

 

The following Illustration will explain the entire flow of accounting treatment for other 

receipts. 
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Illustration 9: Accounting for other Receipts 

TP sold timber to Mr. Z amounting to Rs.5,000/ - on 25th August 2012. He paid vide cheque 

numbered 567890 drawn on SBM Bank. An acknowledgement, #TP/01713 for the receipt of 

money was issued to Mr. Z.  

 

The steps for accounting the entries are given below. 

 

Step 1: Entry in the Collection & Remittance Register on receipt of money and remittance 

to Treasury 

Collection & Remittance Register 
Name of TP: <<name>> 

Date Receipt 
No. 

Head of 
Accoun

t 

Particulars 
of Remitter 

Particulars of Receipts Amount 
(Rs.) 

Mode Cheque 
No. & 
Date 

Drawn 
on 

Initial
s of 
the 
EO 

Rent  Licence 
Fees 

Service 
Fees 

Other 
Fees 

1 2 3 3 4 5 6 7 8 9 10 11 12 

16-08 TP01/0
1713 

0515-
102-42-
00 

Sale of 
timber to Mr. 

   5,000 5,000 Cheque  567890/
25-08-
2012 SBM 

 

Remittance Details 

Deposited to Deposited on Treasury/Bank Account Initials of the Executive 
Officer 

13 14 15 16 

 Treasury 26-08-12 <<seal>>   

 

 

 

Khajane II vis-a-vis current setup 

¶ System based generation of Remittance challans; 

¶ Recording of remittance of other receipts in the system on generation of remittance 

challan by the TP; 

¶ System generated remittance entries in Collections & Remittance Register 
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5.2.9 Accounting Process TP-09: Expenditure on Salaries 

 

Salary is one of the major expenditures incurred by the TPs. The TP EO is the Drawing and 

Disbursing Officer for salaries of TP personnel. Salaries of line department staff are 

processed by the respective line departments. Monthly payroll cycle is computerised by 

means of HRMS software implemented at the State level. The process flow is given in Annex 

3 Chart 9. 

 

Process for salary expenditure 

Monthly payroll data in the form of attendance, leave information and other information for 

TP employees is entered into the HRMS software. HRMS generates the monthly 

consolidated pay bill. The monthly Salary Register is generated from the HRMS and other 

supporting documents to ensure that all the deductions including Income tax, advances and 

staff rent are properly calculated. The monthly pay bill is verified and approved. After 

approval, the monthly payroll data is uploaded into Khajane II (manually or automated) for 

the purpose of generation of the salary bill. The salary bill is generated by the TP from 

Khajane II and presented to the Treasury for payment. The Treasury Officer issues an 

acknowledgement to the TP for the salary bill presented.  

 

On presentation of the salary bill, the Treasury Officer issues the salary cheques to all the 

TPs for disbursement of salaries to employees. All Treasury inter-head adjustments for 

salary deductions shall be effected automatically in Khajane II. Remittances to external 

agencies such as Income Tax, KGID etc. are remitted by the State Treasury and necessary 

entries are passed in Khajane II. For deductions which are to be remitted to external 

agencies at the TP level, such as court recoveries, the Treasury Officer issues a cheque to the 

TP to be paid to the respective agency.  

 

Though the remittance of income tax deducted out of salaries is made centrally by the State 

Government, the actual filing of e-TDS returns is the responsibility of the TP EO. It is the 

responsibility of the EO to check the monthly deductions and remittance details from the 

Treasury records. 

 

Unadjusted Advances 

The unadjusted advances arise in the case of transfer of TP staff. On transfer, the reason for 

non-adjustment of advances shall be clearly mentioned in the Advances Register in all the 

appropriate folios in which the advance entries are recorded and closed. 
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Flow of accounting entries for recording expenditure on Salaries 
Generation of Paybill from 

HRMS

Entry in the Bill Register

Generation of DC bill

Expenditure side of RET 

Register

CRP Statement (Debit Side)

Receipts & Payments Account

 

Figure 7: Flow of accounting entries for recording salary expenditure 

 

Accounting treatment of salary expenditure 

The accounting treatment of salary expenditure begins with the generation of the 

consolidated monthly Pay Bill from the HRMS system. The monthly pay bill shows the gross 

earnings and deductions towards rent for staff quarters, income tax and other deductions. It 

is the responsibility of the AAO to ensure that the deductions made are correct. Necessary 

entries for accounting of gross salary and deductions are originated at the time of 

generation of the Salary Bill after upload of HRMS data into Khajane II. In a Khajane II 

environment, the actual entry into the TP books of account is passed on the preparation of 

the cheque for payment by the Treasury Officer. 

 

The gross amount is recorded as expenditure under the Salary Head of Account and all 

deductions adjustable to the TP funds or to be remitted by the TP to any external agency are 

accounted under the respective Heads of Account under 7610-, 8443-, 8658- as appropriate. 

Remittances to external agencies by the TP, if any are adjusted against the Heads of Account 

under 8443- on actual remittance. 

 

The gross salary expenditure shall be recorded in the RET register on the payment side on 

receipt of acknowledgement from the Treasury on the Salary Bill generated from Khajane II. 

Corresponding entries shall be made in the Payables Register for the deductions effected. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 17 below. 
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Table 17: Activities for Expenditure on Salaries 

Activities Registers/Records  Prepared by Checked by Approved by 

Entry of monthly 
payroll data into 
HRMS  

1. Pay Bill  
2. Attendance 

records 

Establishment 
Staff 

Assistant 
Accounts 
Officer 

NA 

Generation of pay 
bill 

1. Consolidated Pay 
Bill 

 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Upload of 
consolidated pay bill 
into Khajane II 

 Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Generation of Salary 
Bill from Khajane II 

1. Salary Bill 
 

Assistant 
Accounts Officer 

NA Executive 
Officer 

Accounting of salary 
expenditure 

1. Receipts & 
Expenditure 
Tracking register 

2. Advances register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Filing of e-TDS 
returns 

1. E-TDS returns 
2. Deductions 

statement from 
Treasury 

Assistant 
Accounts Officer 

NA Executive 
Officer 

 

Checklist for Salary expenditure accounting 

1) Monthly Pay Bills are prepared correctly indicating the salary expenditure Head of 

Account-wise. 

2) Separate pay bills are prepared for Permanent and Temporary establishments 

3) Claims i.e. gross amount, deductions and net amounts shown in the bills are 

arithmetically correct 

4) In respect of officials for whom Conveyance Allowance/Fixed Travelling Allowances is 

drawn, required certificates are furnished by the Drawing Officer in the bills  

5) Salary of employees are paid to the individual bank accounts of the employees 

6) With respect to pay bills in which annual increments of employees are claimed, an 

Increment Certificate is attached to such bills 

7) Salary deductions towards various recoveries are watched through Advances Register 

and recovery schedules prepared for each type of recovery effected 

8) Statutory deductions are made in respect of employees liable to pay it, based on their 

income  

9) All claims relating to terminal benefits of the employees if any, drawn are supported by 

sanction orders / authorization of the competent authority and its computation is 

correct 

 

The following Illustration will explain the entire flow of accounting treatment for salary 

expenditure. 
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Illustration 10: Accounting for salary payments 

Salary payment of Mr. A Rs. 40,000/- of which Rs. 5,000 is given as festival advance for the 

month of August 2012. Income tax deduction of Rs.500 and Rs.500 towards KGID is 

deducted. Salary was paid to Mr. B Rs. 24,000/- of which Rs. 400 was deducted for Income 

Tax and KGID Rs. 500. 

 

Step 1: Generation of salary Paybill for the month of August 2012. 

 

Sl No. Name 
of the 
emplo

yee 

Design
ation 

Basic 
Pay  

DA HRA Any 
other 
allowa
nces 

Advan
ces 

Gross 
salary 
(4+5+6

+7) 

KGID 
premi

um 

PF Incom
e Tax 

Gross 
recov
ery 

(9+10
+11) 

Net 
salary  
(9-14) 

Rs. Rs.  Rs.  Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

1 2 3 4 5 6 7 13 8 9 10 11 12 14 

1 Mr. A XXX 15,000 10,000 5,000 0 5,000 30,000 500 3,000 500 4,000 31,000 

2 Mr. B XXX 13,000 7,000 4,000 0 0 24,000 500 2,000 400 2,900 21,100 

 

Step 2: Entries in the Advances Register 

 

Register of Advances 

Taluk Panchayat: <<name>> 

Head of Account: 7610-104-00-00        

 

 

 

 

 

 

 

Payments Receipts/Refund 

Initials 
of EO 

Date of 
payment 

of 
Advance 

Particulars 
of Advance 

paid 

DC 
bill/Bank 
Payment 
Voucher 

# 

Amount 
paid  
(Rs.) 

Date of 
Refund 

Details of 
Remittance 
of refund 

Amount  
(Rs.) 

1 2 3 4 5 6 7 8 

 31-08-
12 

Festival 
Advance 
paid to Mr. 
A 

123 5,000 

  

 

  

Folio # 123 
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Step 3: Entry in cheque movement register  

Receipt of salary cheque from the Treasury & issue of salary cheque to employees 

Cheque Movement Register 

Name of the Taluk Panchayat:  <<name>> 

Cheque Receipt Details Cheque Paid out Details 

Sl. No Cheque 
No. & Date 

Amount 
(Rs.) 

Initials 
of AAO 

Payable 
to 

Reference 
Details 

Paid on Initials 
of the 
Payee 

Initials 
of the 

EO 

1 2 3 4 5 6 7 8 9 

1 123678, 
31-08-2012 

31,000  
 Mr. A 

DC Bill 
#.... 

01-09-
2012 

  

2 123679, 
31-08-2012 

21,100  
Mr. B 

DC Bill 
#.... 

01-09-
2012 

  

 

Step 5: Entry in the RET register on the payments side 

RET Register 

Name of the Taluk Panchayat:  <<name>> 

Expenditure Head of Account: 2202-102-23-01      

Payments 

Date Particulars of Expenditure Amount Total 

4 5 6 7 

31-08-2012 DC Bill # __ for Salary for August 2012 30,000   

       30,000 

 

Expenditure Head of Account: 2215-102-27-01     

Payments 

Date Particulars of Expenditure Amount Total 

4 5 6 7 

31-08-2012 DC Bill Salary #__ for August 2012 24,000 
         24,000 

 

Note: In the RET register PF, KGID and Income Tax deductions are not recorded. Only the 

gross salary is accounted as all statutory deductions are deducted and paid by the Treasury. 

 

Khajane II vis-a-vis current setup 

¶ Processing of salary bill after upload of HRMS data; 

¶ System based generation of salary bill; 

¶ Payment of salaries to employee bank accounts directly by Treasury; 

¶ System generated payment entries in RET Register and Advances Register in two stages 

i.e. origination of accounting entry on generation of salary bill and passing of entry on 

preparation of cheque.  

Folio No. 14 

Folio No. 15 
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5.2.10 Accounting Process TP-10: Expenditure on Works/Goods/Services 

 

The expenditure on works/goods/services are incurred at the TP out of untied grants, 

Central Scheme grants through the banking channel and ǘƘŜ ¢tΩǎ own source revenue. The 

expenditure incurred is governed by the KTPP Act. In case of procurement not attracting the 

provisions of KTPP Act, 1999; the orders of Government issued from time to time shall be 

applicable. As per prescribed Government order, the open market purchase limit has been 

raised from Rs. 500/ - to Rs. 5,000/- and obtaining quotations for procurements exceeding 

Rs. 5,000 but not exceeding Rs. 1,00,000. The process flow for this process is given in Annex 

3 Chart 10. 

 

Sanctioned Action Plan is a pre-requisite for undertaking any expenditure related to 

Works/Goods/Services procurement at the TP. The expenditure shall be incurred only after 

the Action Plan is approved by the TP Body.  

 

In case of expenditure from the budgetary releases, the expenditure is recognised on the 

presentation of DC bills along with works bills to the Treasury for payment. For expenditure 

from Central Scheme grants operated through the banking channel, the expenditure is 

recognized when the bills are presented to it for payment. 

 

Process for recording expenditure on Goods/Works/ Services 

In case of works contract the contractor shall deposit the EMD money, wherever applicable, 

to the TP. The EMD shall be in the form of Account Payee DD only. The EMD received shall 

be deposited into the Treasury/appropriate Scheme Bank account by generating a 

remittance challan. The process for collection of EMD is similar to the process for collection 

of own source receipts as explained in Section 5.2.8 - Accounting Treatment of Own Source 

Receipts. 

 

All works shall be accompanied by an estimate and it should be technically sanctioned and 

approval shall be obtained. Before awarding the contract for works the EO shall ensure that: 

¶ procurement procedures prescribed under the KTPP Rules and Government Orders is 

followed 

¶ Work order stipulates the commencement date and expected date of completion 

¶ Mode of getting the work executed is decided by the competent authority 

In case of Services, the EO shall ensure that:  

¶ Appropriate selection method is adopted and deviations properly explained 

¶ Weightage to both technical and financial aspects are given as necessary 

¶ Officials working in the Government or its undertakings are not hired 

¶ Proper TOR and RFP have been prepared and evaluated 
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On commencement of work, the contractor prepares running bills as and when the works 

are executed. On receipt of a bill, an entry is made in the Bill Register recording the bill 

particulars. The format of the Bill Register is given in Annex 4 Form No. TP16. The works 

shall be verified and approved by the Engineering department and then by the EO following 

the due procedures as prescribed. After verification of bills by EO with relevant documents 

like approved Action Plan, Sanction Order, Measurement book etc., the bill is approved for 

payment. The appropriate deductions are made (such as mobilization advance, security 

deposit, statutory deductions and so on). The details of the works executed shall be entered 

in the Works Register (format given in Annex 4 Form No. TP30). The entry in the Works 

Register ensures effective tracking of the different works undertaken by the TP. 

 

At the time of payment, a DC bill (for Treasury payment) or Bank Payment Voucher (for bank 

payment) shall be generated. All the deductions including statutory deductions such as TDS 

and VAT shall be deducted and shown in the DC bill/Bank Payment Voucher. The bill 

prepared shall be countersigned by the CAO of the ZP. After countersignature, the bills shall 

be presented to the Treasury and the payment cheque is obtained. In the case of bank 

payments, a cheque is prepared and signed by the EO. The Treasury/Bank cheque is handed 

over to the contractor/supplier and acknowledgement taken. 

 

All Treasury inter-head adjustments for deductions shall be effected automatically in 

Khajane II. Remittances to external agencies such as Income Tax, KVAT etc. are remitted by 

the State Treasury and necessary entries are passed in Khajane II. For deductions which are 

to be adjusted/repaid by the TP, such as advances and deposits, the necessary adjustment 

happens in the Fund III balance of the TP.  

 

Though the remittance of income tax deducted out of salaries, works and other services 

received are made centrally by the State Government, the actual filing of e-TDS returns is 

the responsibility of the TP EO. It is the responsibility of the EO to check the monthly 

deductions and remittance details from the Treasury records. 

 

With regard to expenditure incurred through the banking channel, all deductions are 

adjusted to the respective heads of account in the books of the TP itself. Separate Bank 

Payment Vouchers and cheques shall be prepared for remitting such deductions to the 

respective authorities. 

 

After completion of works, as per the terms of agreement, the security deposit shall be 

refunded to the contractor as explained in Section 5.2.13 - Other TP Transactions. 

 

A similar procedure is followed for expenditure on procurement of goods/services. Certain 

deductions applicable for works bills may not be relevant for procurement of goods and 

services. 
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Flow of Accounting Entries for recording Expenditure on Works/Goods/Services 

 

Receipt of Work Bills

Entry in the Bill Register

Generation of DC bill

Expenditure side of RET 

Register

CRP Statement (Debit Side)

Receipts & Payments Account

 

Figure 8: Flow of accounting entries to record expenditure on Works/Goods/Services 

 

Accounting treatment for expenditure on Works/goods/services 

 

a. Accounting of EMD received 

The EMD received from the supplier/contractor shall be acknowledged by issuing a Receipt 

to the payee (Annex 4 Form No. TP02). The details of the receipt shall be entered in the 

Collection & Remittance register under the Deposits Received column mentioning the date 

of deposit, Cheque/DD No. alongwith the particulars of the payee. As and when the 

remittance is made to the Treasury/Bank, an entry in the Remittance side of the register 

shall be made. 

 

For EMD remitted into the Fund III account of the TP with the Treasury, the amount 

remitted is accounted under the Head of Account 8443-101/102-00-00 on generation of the 

Remittance Challan.  

 

For remittance of the EMD into the bank, the EMD received shall be recorded on the 

receipts side of the Scheme Cash Book mentioning the Head of Account 8443-101/102-00-

00, the particulars of payee, date of deposit, cheque/DD No. and deposit received. A 

simultaneous entry shall be made in the Deposit register (format given in Annex 4 Form TP 

26) mentioning the date of receipt, amount received, Head of Account credited and nature 

of deposit. 

 

The TP shall return the EMD money received from the unsuccessful bidders instead of 

depositing the money into the Treasury account/Scheme Bank Account. 
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For refund of EMD through the Treasury channel, the accounting entry is passed on 

generation of the DC bill for refund of deposit. For refund of EMD through the Banking 

Channel, an entry shall be made in the Scheme Cash book under the payments side on 

generation of the Bank Payment Voucher. Another entry shall be made in the Deposit 

Register in the Adjustment/Payment side mentioning the amount paid out or deducted 

against the Head of Account 8443-101/102-00-00. In case the payment is made by Treasury 

Cheque an entry shall be made in the Cheque Movement register and for payment made by 

Bank cheques an entry shall be made in the Cheque Outward register. 

 

The deposits received from the employee of the TP shall be accounted in the same manner 

as EMD receipts. 

 

b. Accounting of expenditure incurred 

For expenditure incurred through the Treasury channel, the gross amount is recorded as 

expenditure under the major head 2515-102 in the RET Register and all deductions 

adjustable to the TP funds or to be remitted/refunded by the TP to any external agency are 

accounted under the respective major heads 8443, 8658 as appropriate in the Payables 

Register. Deductions not adjustable to the TP funds like Income tax, KVAT etc. are not 

reflected in the TP accounts and are accounted and remitted at the State level. However, 

the amount of deduction made is captured in the RET register. 

 

Remittances and refunds to external agencies by the TP, if any, are shown on the 

Remittance side of the Payables register against the Heads of Account under 8443, 8658 on 

actual remittance. 

 

For expenditure incurred through the Banking channel, the net amount paid is recorded in 

the Scheme Cash Book (mentioning the deductions made) and the gross amount is recorded 

in the Scheme Expenditure Ledger under the major head 2515. All deductions are accounted 

under the respective Heads of Account under 8443, 8658 as appropriate in the Payables 

Register. Remittances and refunds to external agencies by the TP are recorded in the 

Scheme Cash Book on Payments side and are adjusted against the major head under 8443, 

8658 in the Payables Register on actual remittance/refund. 

 

The expenditure incurred in respect of utility services like telephone charges, electricity 

charges, water charges etc., shall be recorded in the Utility Watch register (format given in 

Annex 4 Form No. TP29) and in the RET register. The utility watch register shall have a 

separate folio for each of the utilities e.g., Telephone charges shall have a separate folio, 

Electricity charges shall have a separate folio. The reason for having a Utility Watch register 

is to ensure that all the utility expenditure are adequately tracked and paid in time. 
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The statutory deductions (TDS, VAT) shall be deducted by the Treasury and the net amount 

shall be paid through a Treasury cheque.  After receipt of the Treasury Cheque an entry shall 

be made in the Cheque Movement Register for recording the receipt of the cheque and the 

delivery of the cheque to the payee. For bank payments, the cheque issued to the 

contractors/suppliers/service providers and to the Statutory authorities shall be entered in 

the Cheque Outward Register. 

 

Works/goods procured could be either revenue or capital in nature. If the works/goods 

procured are capital in nature then on completion of the work or procurement, such goods 

or works shall be entered in the relevant Asset register after certification by the Engineering 

department. The formats for the Asset Registers are given in Annex 5 - Monthly & Annual 

Account Formats (Formats V, VI, VII of MPAS).  

 

The TP might also incur an expenditure of a capital nature which involves grants in aid to 

Societies and other implementing agencies. Such grants though of a capital expenditure, do 

not result in creation of a fixed asset for the TP and hence no entry is made in the FA 

register. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 18 below. 

 

Table 18: Activities for Expenditure on Works/Goods/Services: 

Activities Registers/Records  Prepared by Checked by Approved by 

Receipt of 
EMD/Security deposit 
and remittance to 
Treasury/Bank Account  

1. Acknowledgement of 
Cheques received 
2. Collection & 
Remittance Register 
3. Scheme Cash Book 
4. Deposit Register 

Assistant 
Accounts 
Officer 

NA Executive 
Officer 

Returning the 
EMD/Security Deposit 

1. Scheme Cash Book 
2. Cheque Movement 
Register 
3. Cheque Outward 
Register 
4. Deposit Register 

Assistant 
Accounts 
Officer 

NA Executive 
Officer 

Accounting expenditure 
on 
works/goods/services 

1. RET Register 
2. Scheme Cash Book 
3. Scheme Ledger 
(Expenditure) Account 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Payment to 
contractors/service 
providers/suppliers 

1. Cheque Movement 
Register 

2. Cheque Outward 
Register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Statutory deduction and 
remittance 

1. Deposit register Accounts 
Assistant 

Assistant 
Accounts 
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Activities Registers/Records  Prepared by Checked by Approved by 

Officer 

Utilities payment by TP 1. Utility Watch register 
2. RET register 
3. Cheque Movement 

register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

 

Checklist for Procurement of Works/Goods/Services 

1) All supporting documents such as approved Action Plan, Sanction Order, Measurement 

book etc. are available for every payment 

2) Bills have been verified and approved by competent authorities and updated in Bill 

Register 

3) All the Utility bill details are entered in the Utility Watch Register and the payments 

made to various utilities are updated regularly 

4) Arithmetical accuracy of claims with regard to quantity, rate and amount claimed is 

checked 

5) In case of running bills security deposits are deducted from the bills and deposited 

correctly to the Treasury/bank account 

6) EO has prepared a DC bill/Bank Payment Voucher enclosing the work bills to the 

treasury for payment  

7) For all payments the statutory and other deductions have been made 

8) The EO has issued cheque of the concerned bank account for payment made through 

banking channels  

9) Cheque Movement/Outward Register is updated with Cheque details 

10) The final bill of the work is supported by the completion report 

 

The following Illustration will explain the entire accounting treatment for receipts, 

remittance and payment of EMD/Security Deposits. 

 

Illustration 11: Accounting for EMD/Security Deposit 

An EMD of Rs.5,000/- is received from contractor A vide Account Payee Demand draft # 

123456, by the TP for public works on 30-08-2012. The contract provides for deduction of 

5% of bill amount as security deposit. The contractor has submitted a bill of Rs.1,00,000/- on 

15-10-2012 which was approved for payment. The work was completed and on 30-11-2012 

and Security deposit was refunded to the contractor vide a Cheque # 654321. 

 

The accounting entries for recording the transactions are as follows: 

Step 1: Issue of Acknowledgement for receipt of EMD cheque or DD 
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Step 2: Recording of receipts of EMD in the Collection & Remittance Register 

 

Collection and Remittance Register 

Name of the Taluk Panchayat:  <<name>> 

Date Receipt 
No. 

Head of 
Account 

Particulars 
of Remitter 

Particulars of Receipts Amoun
t (Rs.) 

Mode Cheque 
No. & 
Date 

Drawn 
on 

Initia
ls of 
the 
EO 

Rent  Licen
ce 

Fees 

Servic
e Fees 

Other 
Fees 

1 2 3 4 5 6 7 8 9 10 11 12 13 

30-08 123 8443-101-
00-00 

EMD 
received 
from A 

    5,000 DD  123456
,dt  30-
08-
2012 SBM 

 

Remittance Details 

Deposited to Deposited on Treasury/Bank Account Initials of the Executive 
Officer 

14 15 16 17 

 Treasury 01-09-12 <<seal>>   

 

 
In case of EMD received for works under Central Schemes the entries will be in the Scheme 
Cash Book as below: 

 
Scheme Cash Book 

Name of the TP:   <<name>> 
Name of the Scheme:   SSA 
Scheme Code:    19 
Name of the Bank:   SBM 
Bank Account Number:   123476765 

Receipts  

Date Scheme HoA- Receipts Particulars of Receipt Instrument No. Amount 

1 2 3 4 5 

01-09-12 8443-101-00-00 EMD received from A 123456 5,000 

 
 
Step 4: Entry in the Deposit register on receipt of EMD 
 

Register of Deposits 
Name of TP:   <<name>> 
Head of Account:  8443-102-00-00 

Receipts/Deductions 

Date of 
Receipt 

Particulars of 
Receipts 

Date of 
remittance to 
Treasury/Bank  

Remittance 
details 

Amount Received 
(Rs.) 

1 2 3 4 5 

 01-09-2012 EMD from A 02-09-2012 Ch no. 123456 5,000 

 15-10-2012 Security deposit 16-10-2012 DC Bill # 2231 5,000 

 

Folio # 123 
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Entries for returning the EMD and Security Deposit to Mr. A 
 
Step 5: Entry in the Deposit Register on return of the EMD and Security Deposit to Mr. A 
 

Register of Deposits 
Name of the TP:  <<name>>  
Head of Account:  8443-101-00-00       

Receipts/Deductions Payments 

Initia
ls of 
EO 

Date 
of 

Receip
t 

Particul
ars of 

Receipts 

Date of 
remittance 

to 
Treasury/Ba

nk  

Remitta
nce 

details 
Amount 
Receive
d (Rs.) 

Date of 
paymen

t 

DC 
Bill/Bank 
Payment 
Voucher # 

Amou
nt 

paid 
(Rs.) 

1 2 3 4 5 6 7 8 9 

 01-09-
2012 

EMD 
from A 

02-09-2012 Ch no. 
123456 

5,000 30-11-
2012 

DC Bill # 
2454 

10,000 
  

 15-10-
2012 

Security 
deposit 

16-10-2012 DC Bill # 
2231 

5,000 
    

 
  

 
 
Step 6: Entry in the Scheme Cash Book on the Payments side 
 

Scheme Cash Book 
Name of the TP:   <<name>> 
Name of the Scheme:   SSA 
Scheme Code:   19 
Name of the Bank:   SBM 
Bank Account Number:   123476765 

Payments 

Date 
Vch. 
No. Object Code Particulars of Expenses Cheque No. Amount 

6 7 8 9 10 11 

    8443-101 
Return of EMD and Security 
Deposit to A  654321 10,000 

 
 
Step 7: Entry in the Cheque movement or Cheque Movement register (Treasury cheque) 
 

Cheque Movement Register 
Name of the TP : <<name>> 

Cheque Receipt details Cheque Paid out details 

Sl 
No. 

Cheque 
No. & 
date Amount 

Initials 
of AAO 

Payable 
to 

Reference 
Details* Paid on 

Initials 
of Payee 

Initials 
of EO 

1 2 3 4 5 6 7 8 9 

 1 654321 10,000   Mr. A 

EMD/Security 
Deposit 
returned 

30-11-
2012     

 

Folio # 123 
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Cheque Outward Register (Bank cheque) 
Name of the TP : <<name>> 

Sl No. Cheque No. & Date Drawn on Amount Reference No Issued on 
Initials of 

EO 
Initials of 
Payee 

1 2 3 4 5 6 7 8 

 1 654321,30-11-12 SBM 10,000    30-11-12    Mr. A 

 

The following Illustration will explain the entire accounting treatment for expenditure on 

works/goods/services. 

 

Illustration 12: Accounting for expenditure on works/goods/services ς treasury channel 

Mr. B performed construction as per the contract with TP for Rs. 1,25,000. His bill was paid 

duly. A TDS deduction of Rs. 12,500 was made from the bill amount. 

 

The accounting entries will be as follows: 

 

Step 1: Entry in the RET register on the payment side 

 

RET Register 

Name of TP: <<name>>       

Expenditure Head of Account:  2515-101-23-27 

Payments 

Date Particulars of Expenditure Amount Total 

4 5 6 7 

<<date>> Paid to Mr. B as per DC Bill #2215 
 

125,000 

   Less: TDS @ 10% 12,500   

 
Net Paid 112,500 

  

 

Step 2: Entry in the Payables register 

 

Payables Register 

Name of TP: <<name>> 

Head of Account: 8658-101-40        Folio # 

Deductions Remittance 

Initials 
of EO 

Date of 
Deduction 

Particulars of 
Deduction 

Voucher 
# 

Amount 
Deducted(Rs.) 

Date of 
Remittance 

Cheque 
No. & 
date 

Amount 
Remitted(Rs.) 

1 2 3 4 5 6 7 8 

 <<date>> 
 TDS deducted from 

Mr. B 
 DC Bill # 

2215 
12,500  
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Step 3: Entry in the Cheque Movement register 

 

Cheque Movement Register 

Name of TP: <<name>> 

Cheque Receipt details Cheque Paid out details 

Date 

Cheque 
No. & 
date Amount 

Initials 
of AAO 

Payable 
to 

Reference 
Details Paid on 

Initials of 
Payee 

Initial
s of 
EO 

1 2 3 4 5 6 7 8 9 

<<date>>  687651  112,500   Mr. B 
DC Bill 
#2215 

30-10-
2012     

 

 

Illustration 13: Accounting for expenditure on works/goods/services ς banking channel 

Mr. C performed construction as per the contract with TP for Rs. 1,00,000. His bill # 123 was 

paid duly. A TDS deduction of Rs. 2,000 and VAT of Rs.4,000 and a Security deposit of Rs. 

5,000 was deducted from the bill amount. 

 

Step 1: Entry in the Scheme Cash book 

 

Scheme Cash Book 

Name of the TP:   <<name>> 

Name of the Scheme:  SSA 

Scheme Code:    19 
Name of the Bank:   SBM 
Bank Account Number:   123476765 

Payments 

Date Vch. No. Object Code Particulars of Expenses Cheque No. Amount 

6 7 8 9 10 11 

  

DC Bill 
2215 

Paid to Mr. B towards works bill no 123 

  

2515-101-23-27 Gross ς Rs. 1,00,000 

Deductions: 

8658-101-00-40 TDS ς Rs. 2,000 

8658-101-00-41 VAT ς Rs. 4,000 

8443-101-00-00 Security Deposit ς Rs. 5,000 

Net amount 564362 89,000 

 
DC Bill 
2215 8658-101-00-40 

Remittance of TDS deducted in 
Bill no  123 on works executed 564363 2,000 
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Step 2: Entry in the Scheme Ledger (Expenditure) Account 

 

Scheme Ledger ς Expenditure 

19- Sarva Shiksha Abhiyan 

Name of the TP: <<name>>    

Dr 2515-102-19-23 Cr 

Date Particulars Reference Amount Date Particulars Amount 

1 2 3 4 5 6 7 

30-10-
2012 

Expenditure on Works DC Bill 
#2215 

1,00,000 
      

 

 

Step 3: Entry in Payables register on deduction and payment of TDS & VAT 

1) On deduction of TDS 

 

Payables Register 

Name of Taluk Panchayat:  <<name>> 

Head of Account:   8658-101-40-00       

Deductions Remittance 

Initials 
of EO Date of 

Deduction 
Particulars of 

Deduction 

Bank 
Payment 
Voucher # 

Amount 
Deducted 

(Rs.) 

Date of 
Remittance 

Cheque No. & 
date 

Amount 
Remitted 

(Rs.) 

1 2 3 4 5 6 7 8 

30-10-12 IT deducted 
on bill # 2215 

 2,000 02-11-12 536756 2,000  

 

 

2) On deduction and payment of VAT 

Name of Taluk Panchayat:  <<name>>  

Head of Account:   8658-101-41-00      

Deductions Remittance 

Initials 
of EO Date of 

Deduction 
Particulars of 

Deduction 

Bank 
Payment 
Voucher # 

Amount 
Deducted 

(Rs.) 

Date of 
Remittance 

Cheque No. & 
date 

Amount 
Remitted 

(Rs.) 

1 2 3 4 5 6 7 8 

30-10-12 VAT deducted 
on bill # 2215 

 4,000 02-11-12 536757 4,000  

 

 

 

 

 

 

 

Folio # 126 

Folio # 127 
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Step 4: Entry in Deposit register on deduction of Security Deposit  

Register of Deposits 

Name of Taluk Panchayat:  <<name>>  

Head of Account:   8443-102-00-00 

Receipts/Deductions Payments 

Initials 
of EO Date of 

Receipt 
Particulars of 

Receipts 

Date of 
remittan

ce to 
Treasury
/Bank  

Remittance 
details Amount 

Received 
(Rs.) 

Date of 
payment 

DC 
Bill/Bank 
Payment 
Voucher # 

Amount 
paid 
(Rs.) 

1 2 3 4 5 6 7 8 9 

 30-10-12 

Security 
Deposit 
deducted on bill 
# 2215 

02-11-12 DC bill 
#2215 

5,000 

  

 

  

 

 

Step 5: Entry in the Cheque outward register 

Cheque Outward Register 

Name of the TP: <<name>> 

Date 
Cheque No. 
& Date 

Drawn 
on Amount 

Reference 
No Issued on 

Initials 
of EO 

Initials of 
Payee 

1 2 3 6 7 8 9 10 

 01-11-
2012 

564362,30-
10-12 SBM 112,500 

 DC Bill 
#2215  30-10-12    Mr. B 

01-11-
2012 

563363,30-
10-2012 SBM 12,500 DC Bill  08-11-12  NA 

 

Khajane II vis-a-vis current setup 

¶ System based generation of DC  bill; 

¶ System generated payment entries in RET Register, Register of Advances, Register of 

Deposits and Payables register in two stages i.e. origination of accounting entry on 

generation of bill and passing of entry on preparation of cheque. 

  

Folio # 128 
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5.2.11 Accounting Process TP-11: Expenditure by Line Departments 

 

The expenditure made by Line Departments is out of budgetary releases received from the 

TP. The Line Department expenditure includes both plan and non-plan expenditure. The 

expenditure incurred by the line departments on taluk level schemes is recorded in the TP 

books and the corresponding vouchers are also maintained in the TP. The TP EO is the 

countersigning authority for all line department expenditure apart from salaries. The 

process flow is given in Annex 3 Chart 11. 

 

The line department incur expenditure after the releases are made by the TP. On approval 

of bills, the line department officer generates a Treasury bill from Khajane II. All non-salary 

bills are sent to the TP for counter signature by the EO. All bills received for counter 

signature are tracked by entering them into a Countersignature Register at the TP. The 

format of Countersignature Register is given in Annex 4 Form No. TP19. Bills received after 

countersignature is presented by the line department to the Treasury for payment. The 

Treasury prepares and issues the payment cheques to the line department officers. 

 

On a monthly basis, the accounts staff of the line department shall reconcile his records 

with the expenditure figures recorded by the TP (based on the Treasury Schedules received). 

After reconciliation, the line department officers shall prepare a monthly Statement of 

Expenditure covering all payments made during the month. The Statement of Expenditure 

along with the monthly reconciliation statement shall be submitted to the TP EO. The 

Statement of Expenditure shall be prepared in the format given in Annex 4 Form No. TP11. 

 

Flow of accounting entries for recording expenditure incurred by Line Departments 

 

Raising DC bill by Line 

Department

Preparation of Statement of 

Expenditure & Submission to TP

Entry in TP RET register on 

Payments side

CRP Statement (Debit side)

TP Receipts & Payments Account

 
 

Figure 9: Flow of accounting entries for recording expenditure incurred by Line Departments 
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Accounting treatment of the expenditure of line departments 

On receipt of the monthly Treasury Schedules by the TP, all the expenditure of Line 

Departments shall be recorded (manual/automated) in the RET register on the payments 

side under the appropriate Heads of account mentioning the date, DC bill number and the 

amount paid. E.g.: education department expenditure shall be recorded in the RET register 

under the major head 2202.  

 

Note: The banking channel transactions of the Line Departments for TP Schemes are 

discussed in Section 5.2.5 extensively. 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 19 below 

 

Table 19: Activities for Expenditure by Line Departments 

Activities Registers/Records  Prepared by Checked by Approved by 

Generation of Treasury 
bill at line department 

1. Treasury Bill Line dept. 
Accountant 

NA Head of Dept. 

Counter signature of 
non salary bills 

1. Counter signature 
register 

Assistant 
Accounts 
Officer 

NA Executive 
Officer 

Accounting expenditure 
of line departments 

1. Receipts & 
Expenditure Tracking 
register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Reconciliation of 
expenditure records 
and Treasury 
Plus/Minus 
memorandum 

1. Treasury 
Reconciliation 
Statement 

Line 
department 
accountant 

Assistant 
Accounts 
Officer 

NA 

 

Checklist for Expenditure of Line Departments 

1) All Non Salary Treasury bills have been countersigned by TP EO 

2) The TP EO has actually exercised the checks before countersigning the bills 

3) Regular updation of Counter Signature Register 

4) On receipt of the monthly Treasury Schedules, payments side of the RET Register is 

updated with the details of Line Department expenditure. This is recorded correctly 

under the appropriate Heads of account (till the object code level)  

5) Statutory deductions, as applicable, have been deducted from the bill amount and have 

been deposited to the concerned authority without delay. 

 

The following Illustration will explain the entire accounting treatment for expenditure by 

line department. 
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Illustration 14: Accounting for line department expenditure 

Education department incurred expenditure of Rs.2,50,000/- towards scholarships to 

Primary School students as recorded in DC Bill # 345 on 26th of August 2012.  

 

The accounting entry in the RET Register will be as follows: 

 

RET Register 

Name of the TP:  <<name>> 

Head of Account:  2202-101-27-27 

Payments 

Date Vch # Particulars of Expenditure Amount Total 

4  5 6 7 

26-08-2012  DC Bill #345  2,50,000   

 
 

  
2,50,000 

   
 

    

 

The above entry shall be made by the TP after receipt of the Treasury schedules. 

 

Khajane II vis-a-vis current setup 

¶ System based generation of Treasury bill; 

¶ System generated entries in RET Register from the Treasury Schedules 
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5.2.12 Accounting Process TP-12: Beneficiary Payments 

 

Beneficiary payments under various schemes are another area of expenditure of the TPs. 

The beneficiary payments could be in the form of SC/ST Scholarships, Hostel Fee payment 

for students, etc. All beneficiary payments are made against approved action plans for the 

scheme. The TPs reach out to the beneficiaries directly or indirectly by routing the 

beneficiary payments through other executing agencies like line departments, GPs, Co-

operatives, NGOs and other institutions. Direct payments to beneficiaries by the TP are 

covered here. The process flow of beneficiary payments is given in Annex 3 Chart 12. 

 

Process for recording beneficiary payments 

The beneficiary payments can be made only to beneficiaries whose names have been 

approved as per scheme guidelines. Beneficiary payments can be made by the TP out of its 

untied grants or Central/State Scheme grants. 

 

The approved beneficiary list is the supporting document for any payment to beneficiaries. 

The payment may be made either through a Treasury cheque or through a cheque on the 

scheme bank account.   

 

Payments through Treasury 

On approval of the beneficiary list, a DC bill is generated from Khajane II and approved by 

the EO. The DC bill generated is presented to the Treasury for payment. On presentation of 

the DC bill the accounting entries are made in the TP books. 

 

The process for beneficiary payments by line departments is similar to any other 

expenditure and has been explained in section 5.2.11 - Process for Expenditure by Line 

Departments above. 

 

Payments through scheme bank account 

On approval of the beneficiary list a Bank Payment Voucher shall be prepared for making 

the payment to the concerned beneficiaries. Payment shall be made either by way of 

cheque or Demand Draft only. The payments made shall be entered in the TP books after 

the cheque or DD has been issued to the concerned beneficiary. 

 

 

Flow of accounting entries for recording Beneficiary Payments 

The accounting entries flow for recording Beneficiary Payments is similar to that of Figure 8 

given in Section 5.2.10.  
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Accounting treatment for Beneficiary Payments 

For beneficiary payments made through the Treasury channel, the expenditure is recorded 

under the Head of Account 2515-102-29-28 in the RET Register. On receipt of the cheque 

from the Treasury an entry is made in the Cheque Movement Register for recording the 

receipt and delivery of the cheque to the beneficiary. 

 

For beneficiary payments made through the Banking channel, the amount paid is recorded 

in the Scheme Cash Book and in the Scheme Expenditure Ledger under the major head 

2515-101/102. On issue of cheques to the beneficiaries, the details of the cheque issued to 

them shall be entered in the Cheque Outward Register. 

 

Note: Beneficiary payments made by the Line Departments through the banking channel is 

explained in Section 5.2.5 

 

Activity-Responsibility Matrix 

The activities along with responsibilities discussed above are summarized in Table 20 below 

 

Table 20: Activities for Beneficiary Payments 

Activities Registers/Records  Prepared by Checked by Approved by 

Approval of 
beneficiary list 

1. Beneficiary list Executive 
Officer 

NA TP General 
Body 

Generation of DC Bill 1. DC Bill Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Preparation of Bank 
Payment Voucher 

1. Bank Payment 
Voucher 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Cheque signing 1. Beneficiary payment 
cheque 

Executive 
Officer 

NA NA 

Accounting 
beneficiary payments 
ς Treasury 

1. RET Register 
2. Cheque Movement 

Register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

Accounting 
beneficiary payments 
- Banking 

1. Scheme Cash Book 
2. Scheme Ledger 
(Expenditure) Account 
3. Cheque Outward 
Register 

Accounts 
Assistant 

Assistant 
Accounts 
Officer 

NA 

 

Checklist for Beneficiary Payments Accounting 

1) Every payment is  supported by an approved beneficiary list and an approved Action 

Plan 

2) All beneficiary payments are duly acknowledged 

3) Where cheques have been reissued/revalidated, necessary entries are made in the 

books of account 
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4) Correct accounting entry in the relevant scheme and head of account has been passed 

5) In case of payment through Banking Channel, an officer other than the cheque signing 

authority i.e., AAO/AA has verified the voucher before issue of cheque to beneficiary. 

Entry updated correctly in the appropriate Scheme Cash Book, Scheme Expenditure 

Ledger and Cheque Outward Register 

6) In case of payment through Treasury Channel - Entry updated in the RET Register and 

Cheque Movement Register 

7) Contributions from beneficiaries, if prescribed, have been recovered and properly 

accounted for 

 

 

The following Illustration will explain the entire accounting treatment for expenditure by 

line expenditure. 

 

Illustration 15: Accounting for beneficiary payment- treasury channel 

An amount of Rs. 50,000 is paid to a beneficiary under scheme XYZ through the Treasury 

channel on 20th August 2012 vide DC Bill # 845. 

The accounting entry in case of payment made will be in the RET register as follows: 

 

Step 1: Entry in the RET register 

 

RET Register 

Name of the TP:  <<name>>  

Head of Account: 2515-102-27-28 

Payments 

Date Particulars of Expenditure Amount Total 

4 5 6 7 

16-08-2012 
DC Bill #845, Financial Assistance paid under 
XYZ scheme 50,000 50,000 

 

 

Step 2: Entry in the Cheque Movement register 

 

Cheque Movement Register 

Cheque Receipt details Cheque Paid out details 

Date 
Cheque 

No. & date Amount 
Initials of 

AAO 
Payable 

to 
Reference 

Details Paid on 
Initials of 

Payee 
Initials 
of AAO 

1 2 3 4 5 6 7 8 9 

 

 687652 dt. 
dd-mm-
yyyy 50,000   Mr. B 

DC Bill 
#845 

20-08-
2012     
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Illustration 16:  Accounting for beneficiary payment- banking channel 

Assistance paid to beneficiary group through bank manager under SGSY amounting to Rs. 

1,25,000/- as recorded in Bank Payment Voucher # 845 on 16th of August 2012.  

 

Step 1: Entry in the Scheme Cash Book 

 

Scheme Cash Book 

Name o f the TP:  <<name>> 

Name of the Scheme:   SGSY 

Scheme Code:    13 

Name of the Bank:   SBM 

Bank Account Number :  xxxxxxxx 

Payments 

Date 
Vch. 
No. Object Code Particulars of Expenses Cheque No. Amount 

6 7 8 9 10 11 

 16-08-12 845 
2515-102-13-
00-28 Financial assistance to SHG 564365 1,25,000 

 

Step 2: Entry in the Scheme Ledger (Expenditure) Account 

 

Scheme Expenditure (Ledger) Account 

Swarnajayanti Rozgar Yojana 

Name of TP: <<name>> 

Dr 2515-102-13-28 Cr 

Date Particulars Reference Amount   Date Particulars Amount 

1 2 3 4 
 

5 6 7 

16-08-
12 

Financial assistance to 
_____ SHG Vch no. 845 1,25,000 

 
      

 

Step 3: Entry in cheque Outward Register 

 

Cheque Outward Register 

Name of the TP: <<name>> 

Sl 
No. 

Date of 
issue Cheque No. 

& Date Drawn on 
Reference 
No & date Amount 

Initials 
of 
AAO 

Initials of 
Payee 

1  2 3 7 6 9 10 

  25-08-
2012 

 564365 dt. 
16-08-12 

 SBM A/c no. 
xxxxx 

Vch no. 845 
dt. 16-08-
2012 

1,25,000     

 

Khajane II vis-a-vis current setup 

¶ System based generation of DC bill/Bank Payment Voucher 

¶ System generated payment entries in RET Register, Scheme Cash Book, Scheme ledger; 
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5.2.13 Other Transactions of the Taluk Panchayat 

 

1. Accounting for AC/NDC bills 

Ac advances when paid out are charged to the concerned expenditure head of account. The 

process and accounting treatment is the same as explained in Section 5.2.10 ς Expenditure 

on Works/Goods/Services. Further an entry is made in the Register of Abstract Contingent 

Bills for the purpose of tracking. The format of the Register is given in Annex 4 Form No. 

TP18. 

 

The NDC bill submitted shall contain the actual expenditure incurred against the advances 

made. If the expenditure incurred is in excess of advance given, excess expenditure is 

accounted against the concerned expenditure Head of Account following the same process 

explained in the Section 5.2.10 ς Expenditure on Works/Goods/Services.  Where the 

expenditure incurred is less than the advances given, the amount refunded is treated as a 

receipt and accounted against the concerned expenditure Head of Account. The process 

followed is similar to the process explained in Section 5.2.8 ς Other Receipts. 

 

2. Payment of Advances 

The advances can be made to employees, contractors and suppliers as per prescribed rules. 

The advances paid shall be recorded in the Advances Register under the head of account 

7610 for employee advances and 8550 for advances made to outsiders.  

 

3. Recovery/Refund of Advances 

Advances made are either recovered out of salaries/bills or refunded by the party. All 

advances recovered/received are recorded in the Advances Register under the Head of 

Account 7610 or 8550 on the Receipts side. 

 

4. Unadjusted Advances 

Generally arise in the case of employee advance wherein he is transferred or deputed. In 

such cases necessary entries are made in the respective folios for closing mentioning how 

such advances have been treated. There is no accounting implication for unadjusted 

advances since such advances have been accounted as expenditure when paid out 

 

5. Receipt of deposits 

Deposits are either received (e.g.: EMD) or deducted from bills (e.g.: Security deposits). The 

detailed procedure and accounting entries are explained under the relevant processes for 

expenditure. All deposits received/deducted shall be entered on the Deposits Register 

under 8443-101/102/103-00-00 Head of Account under the Receipts side of the Deposits 

register.  
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6. Refund of deposits 

The procedure for refund of deposits is the same for other payments. As and when deposits 

are refunded, the refund is recorded in the Deposits Register under the Head of Account 

8443-101/102/103-00-00 on the Payments side. 

 

7. Forfeiture of EMD or Security Deposits 

The forfeited EMD or Security Deposits shall be treated as own source receipts of the TP. A 

transfer entry in Annex 4, Form No. TP04 for transferring the forfeited amount from the 

Deposit Head (8448) to Own Source Receipts (0515) shall be prepared and presented to the 

Treasury. Two entries shall be passed in the TP books for recording the forfeiture of deposits 

received viz., 

a. Entry in Deposits register to record the forfeiture in the respective folio; 

b. Entry in Collection and Remittance register to take the forfeited deposit amount as 

receipts of the TP. 

 

8. Statutory deductions and remittances 

All the Statutory deductions made on the TP bills Treasury or Banking channel shall be 

recorded in the Payables Register under the Head of Account 8658-101-40/41/42 on the 

Receipts side. On remittance of such deductions to the respective authorities either by the 

Treasury or by TP itself, it shall be recorded in the Payables Register under the Head of 

Account 8658-101-40/41/42 on the Payments side. 

 

9. Transfer entries 

Transfer entries shall be passed by the TP AAO with the approval of the EO. The transfer 

entries are made to rectify mistakes in accounting, account inter head transfers and for 

ǊŜŎƻǊŘƛƴƎ ŦƻǊŦŜƛǘǳǊŜ ƻŦ ŘŜǇƻǎƛǘǎ ό9a5κ{ŜŎǳǊƛǘȅ 5ŜǇƻǎƛǘύ ŀǎ ¢tΩǎ ƻǿƴ ǊŜŎŜƛǇǘǎΦ ! ǘǊŀƴǎŦŜǊ 

entry voucher shall be prepared to record the transfers/rectifications. AAO prepares the 

voucher approved by EO and presented to the Treasury. Upon acceptance by Treasury 

necessary entries shall be passed in the TP books. 

 

Lƴ ŎŀǎŜǎ ǿƘŜǊŜ ǘƘŜ ¢t ǘǊŀƴǎŦŜǊǎ ǘƘŜ {ŎƘŜƳŜ CǳƴŘ ǘƻ ǘƘŜ [5 55hΩǎ ōŀƴƪ ŀŎŎƻǳƴǘ ŀ CǳƴŘ 

Transfer voucher (format given in Annex 4, Form No. TP05) shall be used to record the 

transfer. This voucher shall also be used to transfer the balance amount lying in the Scheme 

Bank Account which has expired to a new Scheme. This voucher shall be prepared by the 

AAO and approved by the EO. 

 

10. Rectification entries 

Rectification entries shall be passed by the TP AAO with the approval of the EO. The 

rectification entries could be due to incorrect posting of amounts to the appropriate heads 
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of accounts, arithmetical errors and the like. The rectification entries are passed to rectify 

the discrepancies found at the time of preparing the Reconciliation statements. All 

rectification entries are passed as Transfer Entries in Khajane II. 

 

11. Reversal of lapsed funds 

The balance in the Fund II account of the TP shall lapse at the end of the year if it remains 

unutilised. The TP shall reconcile the fund balances with the Treasury at the end of the year 

and approved by the EO. The funds lapsed shall be written back by the Treasury after 

approval by the Accountant General, Karnataka (AG) to its Account 8448-__ from the 

Grants- in-aid Head of Account 1601-102 by drawing a Remittance challan on the TP. 

 

 

5.3 Counter Signature of Bills 

 

5.3.1 Need and relevance of Counter Signature 

 

Counter signature of bills is an internal control measure and has been prescribed under the 

relevant statutory provisions. While on the one hand the counter signature ensures 

expenditure within the allocation on the other hand it acts as a check on the propriety of 

the expenditure. The relevant provisions of the KFC, MCE and other applicable statutes 

relating to counter signature have been summarised in Annex 7.  

 

With the computerisation of the Treasuries in Karnataka the control on budgetary 

allocations has been well established. The role of the Counter signing officer as a checker on 

the available allocations has become redundant. However the check on the propriety aspect 

of the expenditure continues to be relevant.  

 

In case of TPs, counter signature of expenditure bills is required in the following cases4: 

a) All bills drawn by the TP EO to be counter signed by the CAO of the ZP 

b) All bills drawn by the officers of the Line Department at the Taluk level (pertaining 

to TP schemes) apart from salary bills shall be counter signed by the EO of the TP. 

 

5.3.2 Important aspects to be checked while counter signing bills 

 

The counter signing officer while counter signing bills presented to him by the drawing 

officer shall verify the following: 

1) Necessity and frequency of purchases made or tours undertaken. 

2) Sanction for the expenditure is obtained from the competent authority. 

3) Required appropriation to meet the expenditure is available. 

                                                           
4
As per RDPR Circular No. RDP 09 AFN 2009 dt. 18

th
 January 2010 
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4) Rates claimed are in order and economical. 

5) Arithmetical accuracy of the claims preferred. 

6) Sub-vouchers in support of the expenditure are attached to the bills, wherever 

required. 

7) Money is drawn only when it is required for immediate disbursement or already paid 

out of the permanent advance. 

8) Moneys drawn on AC bills by the DDOs are promptly accounted and adjusted by 

submission of NDC bills within specified time. 

9) Claims, other than those of certain types of expenses payable within the prescribed 

dates demanded by servicing agencies like Escoms, BSNL, Municipal/Panchayat 

authorities, etc, are not paid without scrutiny of a higher authority of the department 

concerned. 

10) Some of the common aspects to be checked and countersigned in respect of 

beneficiary related schemes are indicated below: 

¶ Selection of a beneficiary covered under the approved categories people/land, 

etc, of the scheme; 

¶ Fulfillment of the selection criteria by the selected beneficiary; 

¶ Selection of the beneficiary is approved by the competent authority as evidenced 

from the list of selected beneficiaries; 

¶ Extent of cash benefit/subsidy element/material component claimed is in 

accordance with the scheme; 

¶ Beneficiary now included has not availed such benefit previously, under 

this/similar scheme, earlier; 

¶ Compliance to other technical details, etc. 
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Chapter 6: Accounts Compilation 
 

6.1 Introduction 

 

Accounts Compilation means entire set of activities starting from checking of entries in 

various registers for the month/year, reconciliation (treasury, bank, others), preparation of 

TP CRP Statement and preparation of the required statements forming part of the 

monthly/annual accounts. The compilation process is the most important function of the 

Accounts department of the TP from the view point of accountability and transparency. 

Accounts compilation covers all the activities related to accounts and financial transactions 

of the TP. EO is the person responsible for accounts of the TP and he shall be assisted by 

AAO of the TP and other Accounts staff. Accounts are compiled at the TP on a monthly and 

annual basis.  

 

The Monthly/Annual accounts of the TP have to be prepared as per the MPAS formats 

issued by the Comptroller and Auditor General of India since 2008. Hitherto TPs have been 

preparing their monthly/annual accounts in the formats prescribed in the KPRTP (F&A) 

Rules. For the year 2011-12, many TPs have prepared their annual accounts in the MPAS 

formats. However, such annual accounts do not fully conform to the reporting formats of 

the MPAS. 

 

As explained in the Chapter 2 - Overview of TP Accounting, fund flows in a TP are through 

two channels of operations viz., Treasury and Bank which are very different in terms of their 

nature and accounting implication. The current accounts compilation is a mix of: 

a) Reporting under the Scheme Heads of Account of the Link Document for Fund I and 

Fund II; 

b) Reporting receipts and payment out of Fund III (no separate head of account 

classification); 

c) Reporting receipts and payments out of bank accounts (no separate head of account 

classification). 

 

 

6.2 Reporting Requirements as per MPAS 

 

The information which is spread over multiple statements in the formats prescribed under 

the KPRTP (F&A) Rules has been included in a single statement in the MPAS formats. The 

comparison between the KPRTP (F&A) Rules and MPAS formats is given in Annex 8. In 

addition, in the MPAS formats, information on receivables & payables and fixed assets 

(movable and immovable) are also required to be given thus providing a comprehensive 

view of the TP finances as compared to the existing formats under the KPRTP (F&A) Rules. 

Reconciliation statements have also been made part of the annual accounts under the 
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MPAS. The following are the additional formats prescribed under the MPAS as part of 

annual accounts: 

¶ Consolidated abstract 

¶ Reconciliation statements 

¶ Statement of receivable and payable 

¶ Register of immovable property 

¶ Register of movable property 

¶ Inventory register 

¶ Register of demand, collection and balance 

 

 

6.3 Registers and Documents required for Taluk Panchayat Accounts Compilation 

 

The TP accounts staff maintains the registers mentioned in the KPRTP (F&A) Rules and 

certain additional registers for the purpose of control. In order to suit the accounting system 

prescribed, certain new registers have been prescribed in this manual. The manual has also 

modified formats of the existing registers as necessary. Certain registers not relevant in the 

present day context due to simplification have been left out. The registers prescribed have 

been discussed in detail in Chapter 7 Documents and Registers. 

 

The key registers based on which the accounts are compiled in a TP are: 

¶ Treasury Release Register ς receipt of grants during a period 

¶ Receipts & Expenditure Tracking (RET) Register ς expenditure incurred during a 

period head of account wise 

¶ Collection & Remittance Register ς own source receipts during a period 

¶ DCB Register ς receivables position as on a date 

¶ Scheme cash book ς Closing balances of scheme bank accounts of the TP as well as 

the LD DDOS 

¶ Scheme ledger ς Income and expenditure details under schemes 

¶ Treasury Fund Watch Register - Closing balances of fund accounts of the Treasury 

 

 

6.4 Monthly and Annual Accounts of Taluk Panchayat 

 

The monthly accounts shall contain the following statements: 

 

1. Consolidated Receipts and Payments (CRP) Statement of the TP 

All the transactions of the TP for a period are summarized in the TP CRP Statement. The TP 

CRP Statement is explained in detail under the TP CRP Statement section. The format of the 

TP CRP Statement is given in Annex 5 Monthly & Annual Accounts formats. 
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2. TP Monthly Receipts and Payments Account (Format I of MPAS) 

The receipts and payments made by the TP by itself or by the line departments during a 

period is summarised in this statement Head of Account wise. The CRP Statement is the 

basic document from which the Receipts and Payments account of the TP is prepared. The 

figures against each Head of Account (apart from Bank balance and Treasury Fund balances) 

are carried to the Receipts and/or Payments side of the Receipts and Payments account 

depending on the column in which they appear in the TP CRP Statement. In addition to the 

head of account wise receipts and payments, the statement shall also show the opening and 

closing balances of all bank accounts and Treasury Fund accounts separately. The format of 

the Receipts and Payments Account is given in Annex 5 Monthly and Annual Accounts 

Format I. 

 

Note: 

1. The expenditure figures shown in the Receipts & Payments Account reflect the amount 

that has actually been expended either by the TP or by the Line Departments. These figures 

do not cover expenditure incurred but yet to be paid. Similarly, the receipts do not cover 

revenues receivable and show the actual collections only. 

2. The Receipts and Payments Account format prescribed by the MPAS has been revised to 

include Banking channel transactions of the TP and LDs also. 

 

3. Abstract of Demand Collection and Balance Register (Format VIII of MPAS) 

The DCB register contains the individual receivables of the TP. The abstract of this register 

mentioning the amount receivable, received and outstanding shall be presented in the 

Monthly Accounts of the TP. The format of the abstract DCB register is given in Annex 5 

Monthly & Annual Account Format VIII. 

 

4. Statement of Receivables and Payables (Format IV of MPAS) 

The statement of receivables and payables shows a summary of all the receivables that are 

due to the TP and all the liabilities of the TP. Receivables cover revenue receivables as well 

as advances and loans outstanding. Similarly, Payables could be on account of bills 

outstanding, deposits received outstanding or payables outstanding. The source records for 

Receivables of the TP are the DCB register and Advances Register and for Payables is the Bill 

Register (bills received but not paid), Deposits register and Payables Register. The format of 

the Statement of Receivables and Payables is given in Annex 5 Monthly and Annual 

Accounts Format IV. 

 

The Annual accounts of the TP shall comprise of the following statements in addition to the 

Monthly statements explained above. 
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1. Consolidated Abstract Statement (Format II of MPAS) 

It shows the summarized budget provision, amount released, utilised and balance release 

left for utilisation month wise for the financial year. The abstract statement shall present 

the information under each Head of Account for Plan and Non-Plan. The format of the 

Consolidated Abstract Statement is given in Annex 5 Monthly & Annual Account Format II. 

 

2. Banking and Treasury Reconciliation Statement (Format III of MPAS) 

The Banking and Treasury reconciliation statement for the year shall form part of the TP 

Annual Accounts. The preparation of Bank Reconciliation Statement is explained in Section 

6.8 of this chapter. The Treasury Reconciliation Statement shall be prepared comparing the 

Treasury Schedules and the Registers of the TP. All the fund balances mentioned in the 

Treasury Schedule shall be reconciled with the TP records. The differences (if any) shall be 

addressed by the TP AAO before closing the fund balances. The format of the Reconciliation 

Statement is given in Annex 5 Monthly & Annual Account Format III. 

 

3. Asset registers  

a. Abstract of Register of Immoveable Property (format V of MPAS) ς lists the 

immoveable assets like land held, buildings and other immoveable assets owned by 

the TP along with the necessary information as prescribed by the MPAS. The format 

of this register is given in Annex 5 Monthly & Annual Account Format V. 

 

b. Abstract of Register of Moveable Property (format VI of MPAS) - lists the moveable 

assets like vehicles, furniture, office equipments and other moveable assets owned 

by the TP along with the necessary information as prescribed by the MPAS. The 

format of this register is given in Annex 5 Monthly & Annual Account Format VI. 

 

c. Abstract of Register of Inventory (format VII of MPAS) ς this register provides 

details of materials and supplies held by the TP. The format of the register is given in 

Annex 5 Monthly & Annual Account Format VII. 

 

The asset registers shall be maintained from a view point of exercising control and only the 

abstract of the asset registers shall be a part of the Annual Accounts of the TP. 

 

Note: While this Accounts manual does not prescribe maintenance of accounts under the 

accrual based system, the formats of annual accounts ensure: 

a) That the annual accounts provide complete information on the financial position of the 

TP; 

b) That the necessary information for switching over to an accrual based accounting system 

is available. 

 

 



Taluk Panchayat Accounts Manual  

90 

6.5 Process of Accounts Compilation 

 

The accounts compilation process has been shown in the form of a chart and given in Annex 

3 Chart 13. 

 

6.5.1 Monthly Accounts 

 

The accounting transactions of the TP pertain to receipts of grants through the Treasury and 

Banking channel, expenditure by the TP on its own through the Treasury and Banking 

channels and also expenditure incurred by the Line Departments on taluk schemes. All the 

transactions are recorded in the appropriate registers which are discussed in detail in 

Chapter 7. In addition to recording the transactions the TP accounts staff shall exercise 

certain controls and checks on a daily basis to ensure the correctness and completeness of 

accounts. Section 6.7 gives a list of checklist that helps the TP Accounts staff in preparing TP 

Monthly Accounts. 

 

After the month has ended, the TP receives the Treasury Schedules from the Taluk Treasury 

Office. The Treasury Schedules comprise of the following: 

¶ Plus and Minus memorandum; 

¶ Schedule of Receipts; 

¶ Schedule of Payments; 

¶ Remittance Challans; 

¶ Treasury vouchers; 

¶ Statement of fund balances. 

 

On receipt of the Treasury schedules, the TP checks the entries in its books with the 

Treasury schedules. The TP accounts staff shall also exercise certain month end controls and 

checks. Any discrepancies in classification/amounts noticed are rectified by passing 

rectification entries (inter head transfer entries). The Transfer Entry voucher shall clearly 

mention the heads of account from which the funds have to be adjusted and the correct 

heads of account to which it is to be adjusted. 

 

Similarly, the accounts staff of the line department shall verify the entries in the Treasury 

schedules with the books of account and make corrections as appropriate. Similarly, for 

banking channel transactions, they check their records with the bank statements and also 

reconcile the closing bank balances. On completion of the verification and reconciliation, the 

corrected Monthly Statement of Expenditure and Bank Reconciliation Statement of DDO 

Bank Accounts of the TP duly certified by the line department officer shall be submitted to 

the TP EO.  
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The TP shall obtain bank pass sheets for each of the scheme bank accounts from the bank. 
On receipt of the bank pass sheets, the entries shall be verified with the books of account, 
any missing entries in books shall be passed and discrepancies if any shall be corrected. 
 

After verification of all entries for both the Treasury as well as the banking channel, the TP 
shall prepare reconciliation statements separately for each Fund/Bank Account. The 
preparation of Reconciliation Statement is explained in a separate section in this chapter.  
 

Note: In a Khajane II environment, the scope and extent of reconciliation procedures are 

expected to be significantly less since the data capture is at the point of transaction itself. All 

entries in the TP books as well as Treasury records happen simultaneously. There are no 

separate sets of records to be reconciled unlike the current system. 

 
After all verification and reconciliation, the EO of the TP shall certify the receipts and 
payments for the month as per the books of the TP. On certification, the books of accounts 
are closed for the month.  
 
On closure of books, the TP shall generate a monthly CRP Statement. The CRP Statement is 

the basic output based on which the monthly/annual accounts are prepared. It is explained 

in detail in the subsequent section. The monthly accounts are generated and approved by 

the EO. The monthly accounts so approved are placed before the Standing Committee on 

Finance, Audit and Planning. The monthly accounts are also sent to the CAO of the ZP. 

 

The entire sequence of activities in the preparation of the monthly accounts of the TP shall 
be done in a time-bound manner. Table 21 below gives the calendar of key activities in the 
preparation of monthly accounts of the TP. 
 
Table 21: Timeline for preparation and submission of Monthly Accounts 

Activity Time line Responsibility 

Furnishing of Treasury schedules 10th of following month Taluk Treasury Office 

Obtaining of bank statements 10th of following month TP AAO & LD accounts 
staff 

Reconciliation by the Line Dept 15th of following month Accounts staff of Line Dept 

Reconciliation of TP own transactions 15th of following month Assistant Accounts Officer 

Submission of Statement of Expenditure by 
line dept to the TP 

17th of following month Line Department Officer 

Bank Reconciliation Statement for each 
Scheme  

15thof following month TP Assistant Accounts 
Officer & LD accounts staff 

Generation of monthly CRP Statement 18th of following month Assistant Accounts Officer 

Placing of monthly accounts before 
Standing Committee 

20th of following 
month5 

Executive Officer 

Submission of Monthly Accounts to ZP CAO 25th of following month Assistant Accounts Officer 

 

An easy reference Calendar showing the above dates is given in Annex 9.  

                                                           
5
 As per Rule 30(3) of the KPRTP(F&A) Rules, 2006 
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6.5.2 Annual Accounts 

 

The annual accounts compilation exercise involves certain additional activities apart from 

the regular procedures for monthly accounts compilation. The annual accounts preparation 

process shall be preceded by the fund balances reconciliation with the Treasury and the TP 

records. The TP Fund I and III balances can be carried forward whereas the TP Fund II 

balance lapses at the year end. Lapsing of Fund II balances happens when the balances are 

reversed to the appropriate receipt heads of account. 

 

The balances in the Fund II are blocked on the last day of the financial year by the Treasury 

in order to prevent any further entries being made. On reconciliation and certification of the 

closing fund balances by the EO, the Fund I and Fund III balances are carried forward as 

opening fund balances to the next financial year and Fund II balance shall be reversed by the 

Treasury automatically. 

 

For the purpose of generation of annual accounts, the TP AAO shall ensure that certain 

controls and checks are exercised as detailed in the Section 6.7-Compilation Checklist. The 

TP Annual Accounts shall be prepared by the EO and placed before the General Body within 

the time prescribed. The approved annual accounts shall also be submitted to the ZP CAO. 

The timeline for preparation and submission of Annual Accounts of the TP is given in Table 

22 below. 

 

Table 22: Timeline for preparation and submission of Annual accounts 

Activity Time line Responsibility 

Reconciliation of fund balances with the Treasury 15th April Assistant Accounts Officer 

Preparation of Monthly Accounts for March 18th April Assistant Accounts Officer 

Certification of Treasury Fund balances 30th April Assistant Accounts Officer 

Reversal of Fund II balances 5th May Treasury 

Preparation of Annual Accounts 31st May6 Assistant Accounts Officer 

Approval of Annual Accounts by the Standing 
Committee on Finance, Audit & Planning and TP 
General Body 

30th June7 TP Standing Committee on 
Finance,  Audit & Planning 
and General Body 

Submission of Annual Accounts to ZP CAO 5th July Executive Officer 

 

  

                                                           
6
As per Rule 30(4) of the KPRTP(F&A) Rules, 2006 

7
As per Section 250(3) of the KPR Act, 1993 
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6.6 Consolidated Receipts & Payments Statement of Taluk Panchayat (TP Trial Balance) 

 

A Consolidated Receipts & Payments (CRP) Statement is a summary of all the transactions of 

a TP during a period, classified Head of Account wise. A CRP Statement ensures arithmetical 

accuracy and gives an assurance that the underlying books of accounts are complete. The TP 

CRP Statement eliminates the need for preparation of Consolidated Abstract of Receipts and 

Consolidated Abstract of Expenditure by bringing both the statements together. 

 

Benefits of a Consolidated Receipts & Payments (CRP) Statement 

1. It ensures arithmetical accuracy due to its self balancing nature; 

2. All the fund balances, receipts and expenditure of the TP are readily known in a single 

statement; 

3. CRP Statement provides a ready base for transition to double entry system of book 

keeping at any future date; 

4. Since the TP CRP Statement only summarizes the transactions, all the data required for its 

generation is already available in the Khajane II system. 

 

¢ƘŜ ¢tΩǎ /wt {ǘŀǘŜƳŜƴǘ ƛǎ ǘƘŜ ŜǉǳƛǾŀƭŜƴǘ ƻŦ ŀ ¢Ǌƛŀƭ .ŀƭŀƴŎŜ ǳƴŘŜǊ ǘƘŜ ŘƻǳōƭŜ ŜƴǘǊȅ ǎȅǎǘŜƳ 

of accounting. The concept of a CRP Statement for the TP and its generation is shown in the 

Figure 10 below. 
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Figure 10: TP CRP Statement 
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TP CRP Statement 

The receipts in the form of grants routed through the Treasury are entered in the Treasury 

Release register which shall be carried to the receipts side of the CRP Statement. The own 

source receipts are recorded in the Collection and Remittance register head of account wise 

and the total receipts for a period shall be transferred to the Receipts side of the CRP 

Statement. All the expenditure paid through the Treasury channel is recorded in the RET 

register Head of Account wise. The total of the expenditure under a particular Head of 

Account is carried to the Payments side of the CRP Statement. 

 

The receipts and payments through the banking channel shall be recorded in the Scheme 

income and expenditure ledgers and accordingly all the income account balances shall be 

recorded in the CRP Statement on the Receipts side and all the expenditure account 

balances shall be recorded in the Payments side of the CRP Statement. 

 

Advances paid by the TP shall be recorded in the RET register Head of Account wise and 

monthly balance from each Head of Account shall be posted in the Advances register. The 

Advances register shall record the advances recovered back as well. The advances paid shall 

be recorded on the payments side of the CRP Statement and advances recovered shall be 

recorded on the receipts side of the CRP Statement. 

 

Deposits received from the outsiders could be either Earnest Money Deposit/Civil deposits. 

The deposits received by the TP shall be deposited either to the Treasury or to the Scheme 

Bank account based on the nature of the Scheme and fund flow. The deposits received by 

the TP through the Treasury channel shall be recorded in the Collection and Remittance 

register and deposits received through the banking channel shall be recorded in the Scheme 

cash book and later posted to the Scheme Ledger. The balances from the Collection and 

Remittance register and Scheme ledger accounts shall be posted in the Deposits register. 

The deposits paid out by the TP shall also be recorded in the Deposits Register. The deposits 

received shall be recorded on the receipts side of the CRP Statement and deposits paid back 

shall be recorded on the payments side of the CRP Statement. 

 

Fund Balance Watch Register: All the releases of the TP under different Funds (Fund I, Fund 

II and Fund III) are tracked through the Fund Balance watch register. When a remittance 

challan is drawn on the Treasury to transfer funds from the Treasury account to the TP fund 

Account, an entry on the Receipts side under the appropriate Fund is made in this Register. 

Similarly when any bills of the TP or Line Departments are paid through the Treasury an 

entry under the appropriate Fund on the Payments side of the Register is made. The format 

of this register is given in Annex 4 Form No. TP28. The total of receipts and payments shall 

be reconciled with the Treasury Schedules and the amounts shall be taken to the CRP 

Statement for compiling TP accounts. 
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Correct posting from the registers and Treasury Schedule ensures correct tallying of the CRP 

Statement. The Khajane II system ensures that for every transaction accounted the self 

balancing is ensured at the time of entry itself.  The total of debits equals the total of credits 

for every entry passed thus providing a tallied CRP Statement. Annex 10 gives the account 

head(s) to be debited and account head(s) to be credited for every type of transaction 

(Treasury as well as Banking channel) taking place in a TP.  Annex 10 provides the necessary 

framework for migrating to complete double entry system of accounting in the future.  

 

 

6.7 Compilation Checklist 

 

Before the TP Accounts are prepared the TP Accounts Staff shall ensure the following checks 

are made. 

¶ All the TP registers have been updated and all entries are completed before TP CRP 

Statement is generated 

¶ All Fund/Bank balances are tallied/reconciled with the corresponding Treasury/Bank 

statements before TP CRP Statement is generated 

¶ Certified Statements of Expenditure is obtained from all line departments 

¶ Figures in monthly/annual accounts with respect to line departments tally with the 

certified Statements of Expenditure 

 

 

6.8 Bank Reconciliation Statement 

 

A periodic statement which is prepared to reconcile the closing balance of cash book (bank 

column) with the closing balance of pass book (or bank statement) is known as Bank 

Reconciliation Statement (BRS). The process of preparation of the BRS is called Bank 

Reconciliation. The preparation of BRS ensures a good internal control system as it shows 

reasons for mismatch between the balances in Cash Book and Bank Pass Book. 

 

Advantages of preparing a Bank Reconciliation Statement (BRS) 

Bank Reconciliation is an integral part of any accounting system. BRS is prepared to identify 

the differences between the closing balance of the bank account as on a particular date and 

the closing balance as shown by the pass book (or bank statement). The following are the 

advantages of preparing BRS. 

 

a) Identification of errors: Preparation of BRS enables identification of errors in recording 

transactions. It also brings to light errors that may have occurred while recording the 

ǘǊŀƴǎŀŎǘƛƻƴ ŀǘ ǘƘŜ ōŀƴƪŜǊΩǎ ŜƴŘ; 
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b) Disclosure of fraud: By preparing BRS any fraud, embezzlement, or theft by a cashier can 

be identified; 

 

c) Wrong transaction recorded by Bank: Certain amounts may have been credited/debited 

to the TP bank account by the banker by mistake. BRS helps in identifying such entries; 

 

d) For Auditing: BRS is also a key statement for the auditors who vouch for the correctness 

of the closing bank balances. 

 

Preparation of Bank Reconciliation Statement 

Bank reconciliation shall be done for each bank account independently. It shall be done 

before closing the cash book for the month so that missing entries if any can be passed. A 

BRS is always prepared as on a particular date. The steps for preparation of BRS are as given 

below: 

 

a) Check whether all entries in the amount column of the cash book are reflected in the 

bank statement; 

b) Identify all entries which appear either only in the cash book or only in the bank 

statement; 

c) For entries which are missing in the cash book obtain the necessary supporting 

documents from the bank and pass entries; 

d) Correct any mistakes in the cash book; 

e) After all missing entries and corrective entries are passed calculate the closing bank 

balance as per cash book; 

f) Prepare a bank reconciliation statement. The format of the bank reconciliation 

statement is given later in the Annex 5 Reconciliation Statement; 

g) Follow up with the bank for any missing/erroneous entries in the bank statement and 

get them corrected. 

 

Any unresolved items of the monthly BRS shall be followed up in the subsequent months 

and closed at the earliest. The BRS drawn for the month of March shall not have any 

unresolved or pending items. The format of the BRS is given in Annex 5, Reconciliation 

Statement. 
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Illustration 17: Preparation of Bank Reconciliation Statement 

Following are the Bank Statement and TP Scheme Cash Book for the month of May 2013.  

 

BANK STATEMENT 

Date 
2013 

Description Deposit 
(Rs) 

Withdrawal 
(Rs) 

Balance 
(Rs) 

01 May  Opening Balance   35,000 
 Cheque 1004  1,500  26,500 
02 May Cheque 5201  3,000 23,500 
05 May Cheque bounce 1333  2,000 21,500 
 Cheque bounce charges  100 21,400 
15 May  Cheque 5203  1,400 20,000 
25 May Cheque 3333 5,000  25,000 
28 May Salary transfers  10,000 15,000 
31 May Bank Interest 500  15,500 

 

BANK ACCOUNT IN ABC TP BOOKS 

Date 
2013 

Description Debit 
(Rs) 

Credit 
(Rs) 

Balance (Rs) 

01 May  Opening Balance   35,000 
 Cheque 1004  1,500  26,500 
01 May Cheque 5201  3,000 23,500 
05 May Cheque 5202  1,500 22,000 
13 May  Cheque 5203  1,400 20,600 
20 May Cheque 3333 5,000  25,600 
26 May Salary transfers  10,000 15,600 

 

Solution: The Bank Reconciliation Statement for the month of May 2013 will be as shown 

below. 

 

Bank Reconciliation Statement of ABC TP for the month of May 2013 With Bank 

Amount (Rs.) 

 Balance as per Bank Book   15,600 

A. Add 
i) Cheques/ Cash credited directly into the bank  but not taken into the 

Bank Book 
 

ii) Bank interest not credited in Bank Book 

 
1,500 

 
 

500 

B. Deduct 
i) Cheque Dishonoured  

 
ii) Bank charges deducted from bank balance but not taken into Bank book 

 

 
100 

 
2,000 

Adjusted closing balance as per Bank Book 15,500 

Balance as per Bank statement  15,500 

Mr AAA                                                                                          Mr XYZ  
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Prepared By 

 

03 Jun 13                                                                                    

Executive Officer Approval  

 

04 Jun 13 

 

The AAO shall get the Scheme Bank Pass Book updated at least for three times in a month 

preferably at the beginning of the month, in the middle of the month and at the end of the 

month. With the updated pass sheet AAO shall prepare the BRS for every month and that 

shall be countersigned by the EO. The EO shall go through the Scheme Cash Book and the 

Pass book and satisfy himself about the veracity of the contents in the BRS. The BRS shall 

form part of the TP Monthly Accounts Statements. 

 

The EO shall obtain Monthly BRS from the Line Departments to whom the Scheme grants 

have been made. The DDO of the concerned Line Department shall be responsible to 

prepare and submit the BRS in due time.  

 

 

6.9 Preparation of Utilisation Certificates 

 

As and when monthly/annual accounts are compiled, the TP shall prepare and submit 

Utilization Certificates for all Central Schemes as required by the scheme guidelines. The 

period of coverage of the Utilisation Certificate is determined by the Scheme Guidelines. 

The Utilisation Certificate prepared shall be sent to the ZP CAO within the time prescribed in 

the scheme guidelines. The format of the Utilisation Certificate is given in Annex 4 Form No. 

TP31. 

 

At the time of consolidation and generation of the Utilisation Certificates at the ZP level, all 

inter institutional transfers i.e., transfers from ZP to TP and/or GP shall be eliminated while 

arriving at the actual expenditure so that the same expenditure is not booked twice. 
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Documents and Registers 
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