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ABSTRACT

The study has conducted on Amhara Development Aasmt in Yilmana Densa Worda
Branch. The main objective of this study is to asdsudget preparation and utilization to
come up with possible solution through evaluatebitdget preparation and utilization in
previous years and finally to forward the findingdarecommendation. The study used
judgmental sampling method to collect primary dataugh questionnaires. It also used
secondary data from annual budget report of thec#tton. The researcher used
percentage and table to interpret and analysisiaf. d he study has its own finding from
among them: the association has on constant fiaarsource, centralized budget
preparation has effect on budget utilization tlsaless focus for sample activities which
need later extra budget and the manager and aegudsnare those person who
responsible for budget implementation. The researdhmas also forward its own
recommendation which is derived from the findingn@ng them: the association should
have constant source of fund like labor supporinfroommunity, strength its budget
preparation through including lower activities andrease the awareness of its personnel

through training in order to improve its budgetgaeation and utilization in general.
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Chapter one
Introduction
1.1 Background of the study

The word budget is French word used to mean thesgnbag. It was introduced the first
time in 1733. The word budget comes in to usagedan public purpose which serve as
a term for relevance and expenditure for the stateEthiopia context, budgeting is a
recent phenomenon in the financial managementrayate it is also formal statement
containing planned program and activities of thgaoization expressed in monetary to

be implemented in a given period of time.

It also helps decision makers to determine publiorppes, goal and objectives among

thousands of programs and projects. (Lynn and faeeh982)

Budgeting is process of allocating scare resouifcéo aunlimited demand. Although
budget and budgeting are to different word butdgfby play greater role in planning and
control of government operation of non governmegogration than in those of private

owned business. (Lynn and free man 1982)

Budgeting is very important to every organizatiamvernmental business organization

and nongovernmental (non profit) organization.

They use budget as a means of planning utilizadimh controlling their Searle resource
for unlimited needs to meet their goals efficierilydgeting sets standard against which
actual performance enable the actual figure tactimpared against which performance
enable the actual figure to the compared agairtgtipated one. The means variance are
shown and remedial action can be taken of a manageny exception approach tend to
develop that means it be a management by excegpiproach tend to develop the means

it became clear here the problem have on whichrdagmment should concentrated.
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1.1.1 Vision of Amhara Development Association Yilmana Densa Wddanch

"To see the people of the Yilmana Densa Worda bdieg from poverty and

backwardness to an exemplary development actiommking this vision a reality.

1.1.2 Mission of Amhara Development Association Yilmana Densa Worda

Branch

Catechize the development endeavors of the pedmduxation, health and other needs
through mobilizing resources from members of theoamtion, supports of parents and

with the participation of the whole of the commuymnit

1.1.3 Objective of Amhara Development Association Yilmana Densa Worda

Branch

Expand the scale of improve the quality educatiamd health service development

infrastructure and the capacity of the people.

e Support the development efforts of people Yilmaren&a Worda by offering the
necessary expertise, finance of material support.

» Encourage of support limiters interested work afsth who have already devoted
(their resource in developing the Worda)

e Support of collaborate with government, non goveenmof gross roots
organization in management gating the social ohenuc problems of the people.

 Work towards development of the cultures of theiowe nationalities in the

worda. The various nationalities in the worda.

Provide the necessary protection, recognitionssamgbort for cultural prosperity and

development.
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1.2 Background of the Organization

Amhara development association Yilmana Densa W&danch is indigenous not for
profit organization established in may 19B4 the people of Yilmana Densa Worda

Branch.

Amhara development association Yilmana Densa Wddanch emerged as local
nongovernmental organization to contribute to tbenemic and social progress of the
Yilmana Densa Worda through the comminute padiogm and mobilization of

resource from members, supporter and the donorrdues.
1.3 Statement of the Problem

Amhara development association Yilmana Densa Brasmamdigenous non government
organization that is not concerned with the prdfittries to find the most efficient

distribution of the found and other resource amitregdifferent problems to achieve their
organizational goal. But Amhara development assiocia¥ilmana Densa Branch faced
different programs regarding the budget preparadimh utilization. There is the absence
of the constant budget period, because the sourdeuadget comes from members,
income generating activity (example Hotel servicall rent and training centers) and

from donors who do not gave money at a constarg period.

Most activities of budgted expenditure are congblbn aggregate bases rater than in
detailed. Because under the same project, subgbnage more over less expenditure than
approved one when we control the detail budgethEmpartment did not participate in
budget preparation program. And also those actwitich are assigned to the may be left
without included in budget preparation period. Thesulted the imbalance between
annual approved budget and the total expenditurehwim later cause for improper

budget utilization.

Resear ch questions
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« What are the criteria for budget distribution tce tkdepartment in Amhara
development association Yilmana Densa Branch?

« Does the Amhara development association in Yilm&@ensa Branch have
organization structure specifically in budget praypan and utilization?

* In what time interval budget utilization report Haeen submitted?

 What are the consequence of the transfer of budget one department to and
their department when the one department requagiedal budget for project?

« How many department one responsible for the préparand utilization of
budget in Amhara Development Association YilmanageBranch?

 What the impacts of separation budget preparatipredch department that is
consolidated by the planning department by the leecpme from, kebela which
are elected by the people of ADAYDWB?

1.4 Objective of the study

This study has both general and specific objective
1.4.1 General objective

The general objective of the study is to assesgdtudreparation and utilization in
planning activities and come up with possible soluby properly evaluating the budget

preparation and utilization in Amhara developmessiogiation Yilmana Densa branch.

1.4.2 Specific objective

* To assess the process of budget preparation usedaame up with the specific
area of the problem.

» To discuss with the criteria considered in allaogbudget to departments.

* To assess the supervision mechanism for properdvudidjzation.

* To see the consequences of budget transfers anitergt department.

» To identify the department responsible is budgepgration.

* To explain the centralized budget preparation.
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1.5 Significance of the study

The researcher has attempted to assess the budietragion and utilization of in

particularly on recurrent budget.

First, it may also used as reference by individulab are interested in understanding for
their research on the issue. It may help the aagSogito point out the main problem in
the thematic area (study area) and to allocateuress in proper manner for every
program and project to achieve the desired goaso®lly, it may also be used as
reference for potential researcher. Lastly it mbsp aised for the researcher to get the

award of bachelor of Art (BA) degree in accounting.
1.6 Scope of the study

The scope of this study focused on budget preparadind utilization especially on
current budget of Amhara development associalfdmana Densa Worda Branch from
year 2003-2005 E.C. it was conducted to identify thain problem of association with
budget preparation and utilization of recurrent detd in Amhara development
association Yilmana Densa Worda Branch. Which hagel amount of capital budget
implemented in different Kebddut due to different reasons, this study has fatuse

Yilmana Densa Worda Branch.
1.7 Limitation of the study
The study has faced the following limitation.

v Shortage of time in data collection.
v Unavailability of enough written material in thesasiation.
v" Unwillingness of those responsible persons in thsoeation to give relevant

information to conduct the study.
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1.8 Methodology of the Study
1.8.1 Data Collection Method

The study has desigened to evaluate the budgeanategn and utilization in Amhara
development association Yilmana Densa Branch. €searcher has used both primary
and secondary data sources. The primary data sdargeestionnaire. Secondary data

sources are books, budget documents, and annugébreport and internet access.
1.8.2 Sampledesign

The research has used judgmental sampling techsituelistribute the questionnaire
because the total population size is 10 in theaason who have good know how for

accurate information about budget preparation ditidation.
1.8.3 Method of data analysis

The data collected from the Amhara Development gisson Yilmana Densa Worda
Branch, using questionnaire had interpreted andyzex through using descriptive

statics, like table and percentage.
1.9 Organization of the study

The section includes how the final researcher ptadje organized. Normally the final
research has four chapter, chapter one includdsdraand of the study, statement of the
problem, objective of the study, significance & 8tudy, scope of the study, limitation of
the study, methodology and organization of the stiiself. Chapter two, deals with
preview of related literatures. Chapter three fedusn data presentation, analysis and
interoperation. Finally chapter four has containaatusion and recommendation which

is derived from the finding of the study.
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CHAPTER TWO
RELATED LITERTURE REVIEW
2.1 Definition of Budget

A budget is defined as the format expression ohglgoals and objectives of a

management that converse all aspects of operdboniesignated time period.

The budget is tool providing forget and directiondbet provides control over the

immediate environment help to master the finanaggects of job and department and
solve problems before they occur. (Jack. Shim aedl &. siegel 2005) budgeting basic
and beyond, ¥ edition. As (Lynn and freeman 1982). Fund accauntheories and

practices ¥ edition, defined budget is process of allocatirgrse resource for

unlimited demand. It should contain information abthe type amount are be made and
the proposed of financing them. It consists ofestants; summarizing the anticipated
activities of entry expression the number of obfedte considered and amount of service
to render and expression of plan to operation indnd sent, hence budget quantitative
expression of plan for the future in financial terand for special terms and for specified

period of time.
2.2 Advantages of Budgeting

Government administration often overlooks the plagraspect as control, device. The
government and nongovernmental association willehaertain objectives such as
assignment of resource, money personal etc. foatkemplishment of those objectives
the primary use budget is controlling the assigmsdurce ensuring that they are used for

intended purpose.

The other advantage of budget is to provide infdionato decision makes and indicates

to the member what decision have been made abewljective of the government and
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non government association. (Irwin 1998) managenentrol system, ' edition and

other non government with several benefits.

* Budget provide a means of communication managen@ats throughout the
organization

» Budget force manager think about and plan for tharé in the absence of the
necessity to prepare a budget to many managersdvepainds all of their time
dealing with daily emergence

» The budgets process provides a means of alloceggmurce to those parts of the
organizations, where then used most efficiently.éagetal 1997) garrison
management accounting™dition

2.3 Budget Period

(Ericetal, 1997) garrison, management accountin ddition discussed as operating

budgets are ordinary set to cover a one year period

The period should correspond to the componentsssocation fiscal year so that the
budget figures companies divide their budget yeathat the budget figures companies
divide their budget year in to four quarters. Thetfquarter is then sub divided in two
month and monthly budget figure are establishedes&hfigures and usually are
established with considerable accuracy. The lasrtgu contain in the budget quarter
totals only. As the year progress the figured far second quarter are broken down to
forth this approaches has the advantage requiiedoand reappraisal of budget data

throughout the year.
2.4 Approach to budgeting

Numerous budgeting techniques have be advance tbeeryear to force program,
managers or department heads to request onlytreddisdget or to reassess program, it

should be designed to fit its environmental facteasne up which may be unique its
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environmental factors same up which may be unitpsyistem should provided planning

and control balance that are appropriate to iuostances.
The several approaches to governmental budgetdeciu
2.4.1 The performance budget approach

Performance budget is a budget where in expendiisirdbased primarily up on
measurable performance of activities and work @ogrit may also in corporation other
basis of expenditure classification such as charistic and object class but these are
given a subordinate status to activates performaarwt the primarily focus of the
approach is on the efficiency with which existingiaties are being carried out (Lynn
and free man 1982) fund Accounting theories ardtimes ¥ edition.

2.4.2 Planning programming budgets appr oaches

As (Lynn and free man 1982) states planning prograng approach emphasizing broad
goals strategies and objects rather details ofdipgnlit consider long range plans and
then evaluate cost and benefits of different waymseeting the goals and objectives of
also emphasizes the government or nongovernmesgatiation over all program rather

than specific departments.
2.4.3 Zer o-Base Budgeting

The newest approach to budgetary planning in zased budgeting. It comes on the
science about 1970 from the profit-seeking sectah® economy that adapted by a few
governments and was popularized when presidengrcanting his Georgia experience
with the approach, required its use for the fedgoalernment. The essential idea of zero
base budgeting is that the continued existenceragrams or activity is not taken for

granted each service must be justified in its elytievery year.

Zero base budgeting is designed to force an armeualeéw of all programs activities and

expenditure, to save money by identifying out dgbedgrams and un necessary high
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level of services, to cause a search for new wdysraviding services and achieving
objectives to improve the ability of managementptan and evaluate to provide the
ability of managements to plan and evaluate toigeobetter justification for the budget
and finally to improve the decisions made by ex®euand legislative branches of the

government. (Lynn and free man 1982)
2.5 Types of Budget

There are many types of budget classification sainieem are the following.
2.5.1 Capital or current budget

Sound government fiscal management requires caitplanning for several periods in
to the future. Most government are involved in parg to provide certain goods and
services continuously, in holding of buildings,daor others major item of capital out lay
that dept service commitments. Although some peegamprehensive multiyear plans
which include all of thesea morecommon practices for such plan to include only the

capital out lay plans of the organization.

Such a plan generally covers a period of two toysars and it referred as a capital
program each year the current segment of the ¢agagram is considered for inclusion
as “capital budget” in the current operations apbtdservice as well as estimate of all

financial resource expected to be available duttiegcurrent period.

Capital program a plan for capital expenditure &ibcluded each year over a fixed
period of years it sets from each project or copiated expenditure in which the
government is to have a part and specifics therégburces estimated to be available to

finance the projected expenditures.

Capita budget is the annual budget prepared forpaogosed capital out lays and the
means of financing them for the current fiscal perilt is usually a part of current budget
prepared for and effective during the present fige@r or in the case of some state

governments, the budget for the present bienniugmn( free man 1982)
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2.5.2 Tentative or Enacted Budget

One of the most important biases for distinctiotwleen budgets is their legal status prior
to approval by the legislative body various docuteanay be called budgets and have
greater or lesser degree of finality. Capital pamgrrepresent plans but not requests by
the executive branch, they are subject to charage frear to year. Similarly a department
budget requests may be called a budget but mayhbaged several times by the
department head or higher authority before it dude in chief executive final budget

presented to the legislative.

Enactment of an appropriation bill by the legislatbranch is the basis for its control
over the executive branch. Only the legislative mayise the tremor conditions of this

final budget. (Lynn, free man, 1982)
2.5.3 General or Special Budget

The budget of general government activities, comydnanced through the general,
special revenue and debt service funds, are refetee as “general” budget.
Appropriations are not normally required for tragtd agency funds since the government
is acting merely as a fiduciary in such situatiocmsequently formal budgets are rarely
prepared for these types of fund. Special budgetammonly limited to these for capital
project and special assessment funds internalcgeand enterprise funds are sometimes

formally budgeted.(Lynn free man).

2.5.4 Fixed or flexible budget

Fixed budgets are those in which appropriationda@ra specific (fixed) dollar amount and may
not be exceeded because of changes in demandvermgoental goods or services, on the other
hand, expenditure authorized by flexible budgeg¢sfexed per unit of goods or services, but are
variable in total according to demands for eithedpction or delivery of the goods or services
fixed budgets are relatively simple to prepare addhinister are more easily under stood that
flexible ones lend themselves to the desire ofofgll legislature to limit to discretion of the

executive (or the executive of this subordinates® more readily adaptable to integrating
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budgetary control techniques in to accounting tegles or systems and are in harmony with the
in fact of allocating a fixed amount of resourcaesoag various departments.

Governmental find budget are more almost in vayiablthe foxed variety, flexible budget are

more realistic when changes in the quantities afdgoor services provided directly affect

resources availability and expenditure requirements when formal budgetary control (in the

account structure) is not deemed essential, flexddget are moralistic when changes in the
guantities goods or services provided directly @ffeesources availability and expenditure
requirement and when essential flexible budgets agmeropriate for enterprise and internal

service fund¢Lynn, free man, 1982)

2.5.5 Executive or Legidative Budget

Budgets are also some times categorized prepareoisl earlier, budget preparation is
usually considered on executive function througjislature may revise the budget prior
to approval in some instances however, the legislabranch prepares the budget,
possible subject to executive veto in other insgtandhe budget may originate with a
joint legislative executive committee or with anomittee comprised solely of citizen or
constituents such budgets as frequently referrdal/tterms such as “executive budget”
of “legislative budget” “joint budget” or committdeudget” (Benard .p. Herbert, 1975)

modern public finance"5edition)
2.6 The Budget process

The Budget process in a non profit making prepamathormally begins with the
managers of the various activities calculatingdkported costs of maintaining current on
giving activity and then adding to those costs famther development of the service that

are considered desirable.

The available resource of financing the proposeell®f public services should be
sufficient to cover the total costs of such servida the case of a local authority the
resources will be raised by law taxes and govermahesf nongovernmental grants
similar procedures are followed by churches, haspand other nonprofit making

organization in that they produce estimate for urtdking their activities and then find
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the means to finance then or reduce the activibesealistic level so that they can be
finance from available financial resource. Oneidift encountered in not profit making

organization is that précis objectives are diffidal define in quantifiable way and the
actual accomplishments are even more difficult ®masure in most situations out puts
cannot be measure in monetary terms. By outputrezam the quality profit oriented sale
revenues, the effect of this is that budget in mofijporganization tend to be mainly

concerned with the input of resources (i.e. expgengliand output (sale revenue). In
nonprofit organization there is no the same empghasi what was intended to be
achieved for a given in put terms with the estidatash in puts in other words, there is

little emphasis on me assures of managerial pedoca in terms of the results achieve.
(Cosine Druy 1992 management and cost accounfiregiBion)
2.6.1 Budget preparation

Budget is an important tool for effective shortntgplanning and control in organization,
an approach budget and usually covers the oneayehstates the revenue and expenses

planned for the year.
It has the following characteristics:

» It estimated the profit potential of business unit

* |Itis stated in monetary term and although may hackn non monetary amount

» It general covers a period of one year

* Itis a management commitment manager agreed gpaoesponsibility for atting the
budgeted objects.

* The budget proposal is reviewed and approved lyihority higher than budget tee.

* One approved, the budget can be charged only wpaeific condition.

» Periodically actual financial performance is congohto budget and variances are

analyzed and explained. Irvin 1998 Management obaystem & edition)

1. Revenue Estimate
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According to (tanner and cup, 1960) unless thera ipossible source of revenue,
expenditure planning is not possible based on tevesstimate from different sources
expenditure is planned the budget officer must feavexcellent idea of the revenue with

tax currently provides by low yield at current sate

Having produced such an estimate the budget offindrthe chief executive can compare
it which their knowledge of change on demand in gbgernment such as comparison

should provide the need of expenditure.

Thus before taking any steps to expenditure planthie possible source of revenue have
to be know the revenue should of revenue have tavkkhey should be estimate based on

the possible sources.
2.Expenditure planning

Expenditure planning should be considergdaa round activity it is an activity that
occurs year after year the budget officer and hdgket examines should be continually in
the process of becoming acquainted with agencies&/budget they will work, analysis
of agency operations. Including both what the agedoes and how it does it are
essential of the budget officers to given propemnstderation to units request in many
jurisdiction the budget officer has been assignesbonsibility or doing work best

described as that an operation analyst.

The assignment has come in many cases because gfdlfication of the qualification

of budget personnel in the other cases it has bedmatural outgrowth of the intimate,
yet independent knowledge and view point of thegeticexaminer. The budget office
should also utilize relevant report of internal and staff, independent auditor,

management consultant or other in familiarized gasswvith agency operator.
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It self expenditure planning includes steps preg@araof budget instruction, call for
departmental estimate, estimating other charactansion departmental estimate and

preparation of budget document. (Tanner and Lyr6D19

Government accounting™4edition preparation of budget instruction:- thelget officer
prepare estimate form and instruction and themibiged them to concerned department
the budget officer will and the agency should ideluhe budget cleaner over which the
budget is going to be prepared and consumed, hgeertiorm the mechanics of filling
out the budget estimate from and how to make datisegarding amount to be

requested. (free man and Lynn 1982)

Call for Departmental Estimate:- after receiving instruction from budget officéet
chief executive call for departmental estimatens of the first step in preparation of the
budget following the object of expenditure /perfamae/ combination a departments first

moving in preparing its estimate would be to acclative and schedule work load data.
(Free man and Lynn, 1982)

Estimate of other charges.- same expenditure are ordinarily not allocated dy a
program or activity of an organization unit intelgraon general long term debit and
contribution to pension fund as an example of thisse expenditure estimates are
therefore prepared by the budget officer. Howewvelinement of accounting and
budgeting are continually reducing the number dllacated expenditure. Contribution
to person fund may properly be charged to actieilythe basis of employees whose

salary caused be contribution.(Free man and Lya&2)L

Review of department:- as discussed by free man and Lynn (1982) depattheaus
have filled out the budget estimate from and at ratg not later than the data designates
in the budget calendar. Then transmit the form&ttogy with work program and other
supporting data to the budget officer. The latetesavhether the estimates have been

properly prepared, summarize the information remgihand presents the schedules
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together with summarizes and revenue estimateddochief expectative who most

analysis all the data in order to prepare his renendation to the legislative.
2.6.2 Theobjective of expenditure approach

The objective of expenditure approach to budgetifign referred to as the traditional
approach has an expenditure control orientatiorbeltomes popular as the basis of
legislative control over the executive branch. Toatinue to be the most widely used

through elements of newer approaches are ofterdadde

Subordinate agencies submitting budget requestseta@hief executive in terms of the
types of expenditure to be made. That is the nurabpeople to be hired in each to the
most widely used, through elements of newer appresare often added. specified
position and salary level and the specific goalwises to be purchased during the

upcoming period.

The chief executive complaining, modifying and sithing on over all request for the
organization legislature in some object of expanmditerms, and appropriations, possible
offer revising the request along objective of exgirme “in put” linear performance or
program data may be included in the budget docutieytare used only to supplement
or support the object of expenditure requests. mbfes of the object of expenditure
approach mate its long standing use, it simpli@tyd its ease of preparation and
understanding by organizational units and objecexgenditure closely fits pattern of
responsibility accounting, that his method fa@ktiaccounting control in the budget
execution process, and that comparable data magdenulated. This approvals is also
criticize as being out of data line item appropoias, encourage by the approach may
have been necessary relation to the boss rule alsaafithe term of century period, but
critics assert that into days complex environmérg executive branch must have
reasonable discretion and flexibility to managericke and complex program finally, it is
contended that this method encourages spendingrrabian economizing and that

department heads feel complied to expand theirafypiropriations whether needed or nut

JUNE/2014 Page 23



ASSESSMENT OF BUDGET PREPARATION AND UTILIZATIOMMHARA DEVELOPMENT ASSOCIATION: ‘THE CASE OBWANA DENSA WORDA BRANCH”

as performance evaluation tends to be “good” ag s the keeps his spending within
the budgetary limitations and the managers subsgeduedget may be reduced if he
spends less than he request budgets may be reilfilieespends less than he request for a
given year as legislations of ten base appropnatmn prior expenditures and also may
consider the fact that a manager did not spend whms he requested indicative of

budget request “padding” (Lynn freman 1982)
2.6.3 Thebudget documents

After the chief executive has considers the reqag#ite various departments and taken
action on them he is in a position to prepare theglet document he is in a position to
prepare the budget document to be submitted tethslative body for consideration and

adoption the budget document consists of

A Budget message: - contains the explanation of principal budget itajogernmental &
nongovernmental units experienced during the leat ynd its financial status at presents

time and the recommendation regarding the finagpmécty for the coming year.

A Budget summary:- showing total estimates resource and expendituteaasthedule

of actual and estimated revenue classified by sourc

The department work program:- request forms comments and schedules showing

charge not applicable to any particular department.

Balance sheet showing estimate asset: - liability revenue and surplus or deficits as of
the close of the current physical year and statémieactual and estimate cash receipts,
disbursements and balance. If any contemplatioadsde showing short term borrowing

transaction during the past three years and themuyear and the proposed short term

borrowing for the coming year.
A statement showing bounded debt outstanding atdment of tax collection and other

(Free man and Lynn 1982)
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2.6.4 Budget legidation

According to (Free man and Lynn 1982) budget lagjmsh must adapt an official “budget” the
appropriation bill. A legislature or the congressually turns the proposed budget over to
committee or a committees to make investigationcdth on department head and the chief
executive for justification of the request, anddonduct public hearing the committee than
makes its recommendation of the legislature aftenmeting the budget hearing the committee
then makes it recommendation to the legislaturer afompleting the budget hearing the
committee then makes its recommendation to thalktgre after completing the budget hearing
and investigation the legislative body adopts theldet by passing an appropriation act or
ordinance. The amount of detail in which the aatxpressed determines the flexibility granted

to the executive branch by the legislative body.
2.6.5 Budget execution

Steps are taken to control the budget properlyr @fppropriation ordinance is passed. Budget
execution refers to the implementation of plan ofamizational units into real action and
includes every decision and transaction made dutegbudget period the budget execution

process includes, pre-audit and report (freemarLgnd 1982)
Pre-Auditing

As discussed by (tanner and Lynn, 1960) governraenbunting # education) pre-auditing
refers to the function of approving transactionobefthey have been taken place or recorded,
responsibility for the function is always assigrntedthe chief accounting officer through the
layers departments have account who perform sora# of the pre and in function. For revenue
transaction, pre audit includes verification of wecy of tax’s revenue base calculation,
classification and coding for very in the recordorh the expenditure pre-audit man be directed

toward prevention of misappropriation of funds ospending.

Expenditure are illegal if they exceed the appipyn that authorize them or if they are made
for proposes not considered by the appropriatian ghmary responsibility for prevention of
illegal expenditure rates on with the operatingregebut in the control administration the final

decision as to legality is usually provided by tieef accounting officer.
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2.6.6 The Budget as|nformation

Both in practice and theory the budget is desigimegrovide information to decisions makers

and to indicate the.Decisions that have been made.

Top officials in excusive branch develop policydpiiines for department supervisions to use in

support of departmental budget requests.

The chief executive with the assistance of his etaly staff decides what information and
budget requests will go to the legislative bodye Titimate example of the use of budget is to
indicate the decisions that have been made byppmgriate law. The Kinds of information the

budget many contain to facilitate maxing by offisiaf the two branches of government are:

1. Description of program, functions, and activiti@sreed on by organizational units of the
governments

2. Objective of programs functions and activities

3. Descriptive and qualitative data regarding the outervice of program functions and

activities.

Benefit provide an increased level of service

Benefit provided at decreased level of service

Method now in use for delivering service

Alternative method of for delivering service

System analysis and cost benefit analysis of methiodelivering service

Cost data

© © N o a &

a. By organization unit
b. By programs, functions, and activities
c. By object of expenditure
d. Per unit of service (out put)
1. At present level
2. Atreduced levels

3. At expanded levels
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It is safe to say that no budget provider all thksel of information but that every budget
provided some of them. The budget approach selgetets to determine the kind of planning
analysis that will be used and the data approaathwiil be provided. (Bernard.p.Herber 1975
modern public finance"5education).

Report

At the year end the budget execution organizatioaxecutive branch should present financial

and statistical reports to the legislative brargblaning efficiency on budget utilization.

This is also important because the next year budgetepend on the current year budget
utilization as object of expenditure approach isdugy most governmental and nongovernmental
unit (free man and Lynn 1982)

CHAPTER THREE
3. Data Analysis and Presentation

3.1 Introductions

The respondent of the questionnaires are employe®nmihara Development Association in
Yilmana DensaNorda Branch. The researcher used all the populatiom éls good experience
information about preparation and utilization ofdget in Amhara Development Association. |
distributed 10(ten) questionnaires in the develagnassociation from the total questionnaires
distributed the collected amount is only 10 questaires from interested respondents which has

a collection rate 100% from the total questionradestributed.

To present and analyze back ground of responderdscampany specific equations | used
tables.

3.2 Back ground information of the respondent

The following tables summarize the back ground eadpnts which show the association

employees by sex, age, education level, work egpee in the organization.
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No | Characteristic Respondent
Sex Number Percent

1 | Male 9 90%

2 | Female 1 10%

3 | Total 10 100%

Source: questionnaires survey 2005

As shown in table 3.1 characteristics 2, it sho@sp8rcents of respondents are males and the
remaining 10 percent of the respondents are femalgs shows that relatively there is no fair
job distribution between male and female.

Table 3.2 Age Category of respondents

No | Characteristic Respondent
Age Number Percent

1 | 18-30 years 3 30%
31-45 years 6 60%

3 | Above 45 years 1 10%
Total 10 100%

Source: questionnaires survey 2005

As indicated in table 3.2 30% of respondents ragges between 18 years to 30 years old, 60
parents are between 31 to 45 years old and 10mestthe respondent are above 45 years old.

This data indicated that most of the employeefmhara development Association in
Yilmana DensaNordaBranch are relatively adult. From this researatear conclude that most
of the stuff members of Amhara Development Assamiain Yilmana DensaVordaBranch are

young enough to effective is discharge their respimlity.
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Table 3.3 Educational Back Ground of Respondents

No | Characteristic Respondent

3 Level of education Number Percentage
12" complete 0 0%
Diploma 2 20%
Degree 7 70%
Master 1 10%
Total 10 100%

Source: questionegaisurvey 2005

Table 3.3 characteristic 3 shows that there ismoraspondent which have 1grade compete,
20 percent of respondents are diploma holders er€ept of respondents are degree holders and
remaining 10 percent of respondent are master f®lftem their information most of the
employees of the association has sufficient duthito the association has sufficient educated

human has sufficient educated human resource torgucsh its objectives property.

Table 3.4 Occupational experience of respondent

No | Characteristic Respondent
4 Work experience Number Percentage
0-3 year 2 20%
3-6 year 4 40%
6-9 year 0 0%
>9 year 4 40%
Total 10 100%

Source:- questionnaires survey 2005

Table 3.4 characteristic 3 shows that 40 percemegppondents are between 0 to 3 years work
experience, 20 percents of respondents are betBe&m 6 year work experience in the

organization and the remaining respondents havee rtt@an 9 years work experience is the
organization. The data indicated that most of eyg®s of the association in Yilmana Densa

WordaBranch have 3 to 6 year and above 9 year workreeqpee in the organization.
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Due to the employees, the Amhara development a#m®s Yilmana Densa Worda Branch

havebetter performance in budget preparation andzatithn.

3.3Analysis of questionnaire about Association specific question
3.3.1 Budget preparation

Table 3.5 preparation of budget

Characteristics Respondents Percentage
1. Who is responsible for preparing budget?
A. Management 2 20%
B. Employee 1 10%
C. Both 7 70%
D. Other 0 0
Total 10 100%

Tabl® 3ource, questionnaire survey 2005

Characteristic 1 who is responsible for preparingldet in Amhara development association

Yilmana Densa Worda Braneh

The data collected indicated that 20 percent ofréspondent said management personnel are
responsible for preparing budget, 10 percent ofpaedents said that employee of the

organization and 70 percent of the respondent baith management and employees are
responsible. This data shows that both managenmehemployees are responsible for budget

preparation in Amhara development associa¥dmana Densa Worda Branch
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3.3.2 Budget Allocation

Table 3.6 Method of budget allocation

Characteristics Respondents| Percentage
4 What is the parameter for budget distribution fiffedent activity?

A. Volume activities 6 60

B. Span of activities 0 0

C. Level of performance 0 0

D. Priority of activity 4 40

E. Other (specify) 0 0
Total 10 100%

Source: questionnaires survey, 2005

Table 3.6 Characteristics source 2, shows that whtite parameter for budget distribution to

different activities. The data collected indicatidt 60 percent of respondent said based on

volume of activities, 40 percent of said based dorpy of activities and there is no other

respondent gives the answer respondent on spambbtand level of performance. This shows

that the association distribute budget based ondhene of activities.

333 Responsibility budget transfer

Table 3.7 Budget Transfer

Characteristic: Respondents Percentag
5 Who is responsible for budget transfer
A. Managemen 1 1C
B. Department hea 2 2C
C. Accountani 1 1C
D. Other specif
D1. Project coordinator 10
D2.Department head and Accountant 4 40
D3. Management and Department head | 1 10
Total 10 100%
Source: questionnaires survey 2005
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Table 3.7 characteristics 3 shows that who is mesipte for budget transfer? The data collected
indicate the 10 percent respondent said managegtepercent said the department heads 10
percent of the respondent said accountant 10 peofehe respondent said project coordinator
40 percent of the respondent said department haadsaccountant and 10 percent of the
respondent said the management and department he#l.possible to conclude as the
department heads and accountant in associatiamsdne for budget transfer.

3.3.4 Nature of budget period

Table 3.8 Nature of budget period used by ADAYDWB

Characteristics Respondents | Percentage
4 Do you think that constant budget period in
Amhara Development Association
A. Yes 3 30
B. No 7 70
Total 10 100

Source questionesisurvey, 2005

Table 3.8 characteristics 4 shows that there mstamt budget period in Amhara Development
AssociationYilmana Densa Worda Branai not. The data collected indicated that 30 perce

of the respondent agreed that association useararnstidget and 70 percent period like that of
the association is flexible.

This shows that the association does not have staanbudget period like that of government

instruction. This implies the department does roestimate the budget required on time
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3.3.5 Budget Transfer

Table 3.9 Nature of Budget Transfer

Characteristics Respondenty Percentage
5 How budget are transferred from one type of time
(from one project to another) to other type|of
item?
A. By amendment (budget review) 2 20
B. By discussion 0 0
C. By management decision 0 0
D. By department decision 0 0
E. Over (specify)
E1l. By discussion and management decisién 60
E2. Budget review and donor 1 10
E3. Management decision 1 10
Total 10 100

Source sfiennaires survey, 2005

Table 3.9 characteristics 5 shows that how budgétinsferred from one type of item (project)
to another item? The data collected indicated R@tpercent of respondent said that by
amendment (budget review) for transferring budd#l, percent of respondents said by,
discussion and management decision, and 10 pecddetfie respondent said that the budget
review and donor, 10 percent of respondent saicagement decision. It indicate, the transfer of

budget is determined by discussion and manageneeigian

3.3.6 Financial sources
Table 3.10 financial source of ADAYDWB

Characteristics Respondent Percentage

6 What are possible financial sources the association

A. Form member 7 70

B. Other NGO 2 20

C. Government 1 10

D. Loan 0 0

E. Other 0 0

Total 10 100

ousce: questionnaires survey, 2005
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Table 3.10 characteristics 6, what are foersources of the association? The data collected
that 70 percent the respondent said the sourcens fnember of the association, 20 percent of
the respondent that the source is from other/NGIOpercent of the respondent replay that it is
from government. This data implies that the firsaihcial source of the organization is from its
own member and secondly from other NGO. As a regeltan conclude that the main source is
from its member and that of NGO respectively.

3.3.7 Responsible person for budget implementation
Table 3.11 persons responsible for budget implementation

Characteristics Respondent| Percentage
7 who is responsible for budget implementation?
A. The manager 5 50
B. The accountant 3 30
C. Every member 2 20
D. other 0 0
Total 10 100

Sourgeestionnaires survey, 2005

Table 3.11 characteristic 7 who is responsiblebiodget implementation? The data collected
implies that, 50 percent of the respondent repdy those personal who is responsible for budget
implementation are managers, 30 percent of theorelmt respondent that the accountant are
responsible 20 percent of the remaining responsi@dt that every member are responsible for
budget are responsible for budget indicates thdtlead to conclusion of that is the manager a
accountants are those who has a greater degreassibjity for implementation of the budget
plan of the association.
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3.3.8 Measurestaken on needs of extra fund

Table 3.12 measures taldeaen some activity needs extra fund

Characteristic Respondent Percentage
8. What measure does the association take

when some activity needs extra fund?

a. loan 6 60
b. transfer from other activities budget 3 30
c. other said that reserve fund 1 10
Total 10 100

UBoe questionnaires survey, 2005

Table 3.12 characteristic 8 what measures doeastbeciation take when some activity needs
extra or excess fund? The data collected indictita] 60 percent of respondent said that,
loan as a solution, 30 percent of respondent reghat, transfer from other activities budget
and 10 percent of respondent said that reserve. flind possible to conclude that the
association use loan and transfer budget from @tgrities budget is main solution when if
forced the above problem responsibility.

3.3.9 Effecting Centralized budget preparation

Table 3.13 Effecbr centralized budget preparation by single department of association

Characteristic Respondent Percentage
9. What will be consequence of centralized budgepamagtion

by single department the association rather by each

department?
a. Small activities will be passed 6 60
b. Need of extra budget 4 40
c. other 0 0
Total 10 100

Sourcesstionnaires survey, 2005
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Table 3.13 characteristic 9 what will be conseqeeot centralized budget preparation by

single department of the association rather by elegartment? The data collected indicates

that, 60 percent of the respondent said that tfeeteis small activities will be passed, 40

percent respondent reply’s that need of extra budgesffect and no other respondent who

respond different answer. As the result, we carcloaoie that the effect of centralized budget

preparation by one department of the associatitimigpassing of small activities and require

of extra budget respectively.

3.3.10 Disciplinary department the association

Table 3.14 The existence of disciplinary departnedigive administrative measure

Charactecist Respondent percentage
10.1s there is disciplinary organization who
give administrative measures for miss
conduct?
a. Yes 10 100
b. No 0 0
Total 10 100

Source questionnaires survey, 2005

Table 3.14 characteristics 10, is there is distgly organization who give administrative

measure for miss appropriation? The data colleicigidation, 100 percent of the all respondent

give unanimous answer that is there is discipliraganization. As the result we can conclude

that it is good for the success of the associafidhose personal will be responsible for their

miss conduct.
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3.4. Secondary source of data Analysis

3.4.1 Over view budget

Budget is process of allocating scarce resourceiniimited demands and cents plans of
operations for a specific period of time. As minmmguch a plan should contain information

about the type and amount of proposed means osftmthem.

The primary use of budget for non- profit organi@atis to use resource efficiently and
effectively to achieve their objective rather thraaximization of profit. The budget is a way of
controlling assigned resource insuring that arel dse the intended purpose. In addition to the
above budget also provide information for decisioaking. In this chapter, the research used

both primary and secondary data source. It usdd,tpbrcent and discussion to do the analysis.
342 Budget utilization

Budget is a detailed plan of acquisition and usénaincial and other resources over specified

period of time. It represents a plan for the futexpressed in formal of quantitative terms.

The accountant preparing budget is called budgeBndget variance is a difference between the
yearly allocated budget and the yearly actual edperes. Budget are hundred percent utilize

and variance become zero.

For administration and long term investment forrfdwevelopment for working in construction,
for purchase of vetches and for administration,dfumeleased from donors are allocated to
project like health and environment, education gamVernance basic skill training and
livelihood and infrastructure and construction thatlude many activities under each project
under health and environment at project theretisiies like fight first way control provision of
gender base violence engender health and patir fatcle

For basic skill training have live hood save cleldrhelping or and training centers.

In order to know whether the organization set thddet efficiently and effectively or not the
researcher use the following secondary sourcesatd tr those projects listed above by

categorizing in general project name rather thstinlyj every activity.
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3.4.2.1 Analysis budget year 2003

Table 3.4.1.2

Project name Approved Budget % | Budget Utilization | Variance Variance %
budget utilization %

For health 5889372 22.54 5064859.92 86 824512.084 1
For 427738 1.64 372132.08 87 55605.92 13
education
For 3846446 14.72 2623276.18 68.20 122316982 31.80
construction
Total donorg 10163555 38.91 7409231.60 72.9 275432340 27.10
based budget
ADA owns| 5796802 22.19 3919217.80 67.61 1877584.2 32.39
fund
Grand total | 26123913 100 19388718 74.22 6735195 .7825

Source annual budget report for the year 2003/2011/

As the above table shows that the percentage aitdiz of budget for health, education and
construction is 86%, 87% and 68.20% respectivelyd the reaming 14%, 13% and 31.8% are

percentage variance of budget for health, educatiohconstruction respectively.

In general ADAYDWB utilities 67.61% of budget froits own funds and 72.9% from donors

for the above three projects as a total. From Hwve table we understand that those resources

are not fully utilized since the approved budged the actual expenditures of the year are not

equal.
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3.4.2.2 Analysidudget year 2004

Table 3.4.1.3

Project nam Approved Budget % | Budget Utilization | Variance Variance
budget utilization % %

For healtr 470230! 15 3150544.3 | 67 1551760.6 | 33

For educatior 3134871 1C 2037665.. 65 1097204. 35

For constructior 6583221 21 4081600.1 | 62 2501625.8 | 38

Total donors based bud¢ | 1003158; 32 6420212.4 |64 3611369.5 | 36

ADAYDWB owns fund 689671 22 4344929.1 | 63 2551783.8 | 37

Grand tota 3134869 10C 20034951.5 | 63.¢ 11313744.4 | 36.1(

Source annual budget report for the year 2004/2012/

As the above table 2 shows that the amount of buddeation in percentage is 67%, 65% and

62% for health, education and construction respelgti And the reaming 33%, 35% and 38%

are percentage variance of budget for health, eiducand construction respectively.

In general ADAYDWB utilities 63% of budget from itavn funds and 64% from donors for the
above three projects as a total. From the aboue tad understand that those resources are not

fully utilized since the approved budget and thialcexpenditures of the year are not equal.
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3.4.2.3 Analysidudget year 2005

Table 3.4.1.4

Project name | Approved | Budget % Budget Utilization | Variance Variance %
budget utilization %

Health and 12,633.525 | 31 8,720,922.3®9.03 3,912,602.7030.97

environmenta

Education and 2445198 6 1784994.54 | 73 660203.46 27

good

governance

Basic skill| 1222599 3 941401.23 77 281197.77 23

training and

livelihood

Infrastructure | 4482864 11 3631119.84 81 851744.16 19

and

construction

Total of | 5705463 14 3597294.42  63.05 2108168.58 36.95

donors based

budget

ADA owns| 14263657 35 8284331.98 58.08 5979325.02 41.92

fund

Grand total 40753306 100 26960064|3H6.15 13793241.6933.85

Source annual budget report of the year 2005/2013/

Generally when we see the above three annual buelgett table shows a positive va  riance

of budget that indicates are not

always utilizadthe organization.As the result, we can

conclude that the above three tables shows thabrtfenization is not fully or hundred percent

utilized its budget both donor based and Amharaelbgment association Yilmana Densa

WordaBranchowns fund due to not found release on time formodennot allocate the exact

amount /over budget of activities, and less capdocitmplements.
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CHAPTER FOUR

SUMMARY, CONCLUSION AND RECOMMENDATION

41 SUMMARY

The general objective of this study is to undermdtéme problem of budget preparation and
utilization of budget and to come up with possibtdution by properly evaluating the budget
preparation and utilization in Amhara Developmergsdciation in Yilmana DenssVorda
Branch. On the results of analyzed and interptassues of the research in previous chapter,
despite the limitation mentioned in chapter one fiwing conclusion and recommendation

can be given.

42 Conclusion

Conclusion reached based on the data analyzedtergrietation in chapter three are:

* Most of the stuff members of Amhara Development o&ggtion in Yilmana Densa

WordaBranch are young enough to effective is disch#nge responsibility.

* most of the employees of the association has serfficdue to this the association has
sufficient educated human has sufficient educataéshdm resource to accomplish its

objectives property.

« Amhara Development Association Yilmana DelgardaBranch does not have constant
budget period as like government.

* Both management and employees are responsible uidgeb preparation in Amhara
Development Association Yilmana DendéordaBranch.

» Accountant exercise control over different budgeAmhara Development Association.

* Budgets are transferred from the item/project totlaer by the amendment discussion
and management of Association and also departmeadsh and accountant are
responsible for the transfer.

e The Amhara Development Association Yilmana DeWéarda Branch conduct budget

distribution based on volume of activities.

JUNE/2014 Page 41



ASSESSMENT OF BUDGET PREPARATION AND UTILIZATIOMMHARA DEVELOPMENT ASSOCIATION: ‘THE CASE OBWANA DENSA WORDA BRANCH”

e In Amhara Development Association Yilmana Dendéorda Branch manager and
accountant are responsible for budget implememtatianajority of cases.

* The major source of finance of the Amhara Develapnassociation Yilmana Densa
WordaBranch is from its member and supports [NGO].

* The association use loan and budget of other #esvas a solution when one activity
need more budget.

» The conduct of budget preparation in centralizechmea resulted the passing of small

activates during budget preparation as well anéesl of extra budget.

* The association has its own disciplinary department take administrative measure

during miss conducted.

» The organization is not fully or hundred percerlizgd its budget both donor based and
Amhara development association Yilmana DeWsarda Branchowns fund due to not
found release on time form donors, not allocate ¢lkact amount /over budget of

activities, and less capacity to implements.

4.3 Recommendations
The researcher has forward the following recommeoiicbased on the findings
identified in chapter three.

* The association should expand its source of findmmee community like labor support

* When budget prepared all department should hawitsrepresentative

» Its disciplinary department should be strengthsieccessful budget implementation and
to achieve its final goal that is community service

* The association should used constant budget pasg@bon as possible in order to start
and finished the work in given period of time.

* As | understand from the conclusion the expendibhuéget activates are not control in
detail manner, to solve this problem the associasbould control the expenditure
budget activities so same sub project under a gpreject by considering the market
inflation during the budget preparation and uttiiza.

» Accountant in Amhara development Association shadurther strength in controlling

the budget preparation.
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« The Amhara Development Assocation has to prepageatinual budget report to
provided information to external and internal uséthe association to make a critical

decision.

I. Appendix

ST-Mary’s Universty College

Department of Accounting

Questionnaire designed for Amhara development association

This questionnaire is designed by third year gradgalistance accounting students of the
college of accounting in the partial fulfillmertBA in accounting. The research is conducted
under the title “Assessment of budget preparatmahwilization of Amhara development

Association in case of Yilmana Dend#orda Branch.”

Dear respondent | would like to express my grdétin advance for cooperation you will show
in completing the questionnaire. Please take anf@wtes of your time to complete this
guestionnaire and confident enough while you dliadithis questionnaire since any response

you provide is very important for the achievemeirthe intended objective of the research.
Instruction

I. Don’t write your name

I. Put “v"“sign on your best answer to close ended questions
I
V. Attempt all question.

l. Itis possible to choice more that one altermatishen appropriate

l. Respondent specific questions
1. Sex MaleOd FemaleO
2. Age 18-30 30-450 above 450
3. Level of education  12completedd Diplomad Degredd masteid
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4. Work experience in the organization 0-3 y&ar3-6 yeard 6-9 yeard >9 yeard
1. Specific questions about the association
Who is responsible for preparing budget?
What are the parameters for budget distributiordftferent activities?
Who is responsible for budget transfer?
Do you thing that constant budget period in Amldeaelopment Association?
How budget are transferred from one type of itemjget to another)
What are possible financial source of the assariati

Who is responsible for budget implementation?

© N o 00k WD PRE

What measure does the association take when sdimigyateeds extra or excess

fund?

9. What will be consequence of centralized budgetaman by single department of
the association rather by each department?

10.1s there disciplinary organization who gives adwiirditive measure for miss

appropriation?
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Appendix

LIST OF ABBREVIATIONS
LIST OF ABBREVIATIONS
ADAYDWB
Amhara development association
Yilmana DensaVordaBranch
NGO

Non GovernmentaDrganization
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