CHAPTER # 5

FINANCE DEPARTMENT OF PIAC.

The duties and functions of a typical finance department can be classified into two generic categories. The first category is PLANNING and the second function is CONTROLLING. These activities are inter-related and inseparable because if there is no planning these will not be any control. Therefore, planning and control move together.

Planning refers to the activities, which bridge the gap from the starting point to the terminal point. Planning in the finance department under review refers to the activities of Cash Flow and Budget preparation. These are the major activities (planning) in any such department.

5.1
FUNCITOSN OF FINANCE DEPARTMETN 
5.1.1
Planning

Planning is fundamental to the management process, a process of sensitizing an organization to external opportunities and threats, of determining desirable and possible objectives, and of deploying resources to match the objectives. Without planning there is no basis for controlling for planning provides the foundation upon which the control function operates. The planner should be able to visualize the proposed pattern of activities individually and collectively, internally and externally.

5.1.2
Budgets

The budget is not only the most important plan of an enterprise, but also the basic link of accounting with management. The use of budgets, particularly in connection with the control phase of management has been termed as “budgetary control”. A company’s organization chart and its chart of accounts from the basic framework on which to build a coordinated and efficient system of managerial planning and budgetary control. The organization chart defines the functional responsibilities for the budgets rests with executive management, all managers are, responsible for the preparation and execution of their departmental budgets. If a budgetary control system is to be successful, these managers must fully cooperate and must understand their role in making the budget system successful.
5.1.3
Controlling

This function of the finance department is carried out in the light of standards set in the planning stage. The actual performance is compared with the preplanned objectives and standards, which lead to the rectification of any deviation and improvement suggestions, which will assist in the future planning. Management control is the systematic effort by the business management to compare performance to plans the control function is of prime importance in the accomplishment of objectives. The need for control increases with the size and complexity of the organization. Continuous supervision of an activity, task, or job is required to keep it within previously defined boundaries. These boundaries termed and “budgets” in the planning phase, are set up for manufacturing, marketing, finance and all other activities. Actual results are measure against plans; and if significant differences are noted, remedial actions are taken.

5.2
Department of Finance

Out of the nine divisions in the department “Revenue Division” is the most important division. Some of the important divisions/sections are described below in detail.

5.2.1
Revenue Division

Airline sells space and services and these are measured in terms of money. Revenue division controls the revenue in terms of money. It is further subdivided into these sections:

a) Passenger Revenue

b) Cargo Revenue

c) Interline Revenue

d) Pricing

For each type of the revenue stream there is an independent unit. So Revenue Division is discussed in units:

A. Passenger Revenue:

i. Sales: Revenue function starts from printing of tickets. Thickets of airline contains few coupons with a jacket (bearing instruction on it) tickets are sold at station and at agents offices. Sales of tickets may be:
(a) Direct Sale or
(b) Indirect Sale
   Direct sales mean sale at stations of PIAC, whereas indirect sales are by agents.

a) Direct Sale

There are many  locations for direct sales all over network of PIA. Three types of ticketing are practiced i.e. manual ticketing and auto ticketing and E-Ticket. Manual ticketing involves procedures of pencil paper work on printed tickets. Whereas auto ticketing involves advance system of computerized ticketing and on the spot computerized ticket printing. Regarding direct sales following four documents are important:

i. Passenger Revenue/Extra Baggage Carrier Ticket:

The ticket has four/three coupons. First is audit coupon, second is issue office coupon, third flight/lift coupon and fourth the revenue coupon. Flight coupons are arranged for one/two or four sectors. Audit coupon and flight coupons are most important coupons. Because flight coupon is the only coupon to be used either for lift, or for refund/reissue/travel on non-PK carrier, etc. whereas as audit coupon is meant for PIA’s revenue record. Audit coupons are sent to head office with sales statements from each station. Accounting to entry is based on audit coupon.

ii. Miscellaneous charges order (MCO):

These documents contain, audit issue office and exchange coupons, these are meant for exchange if for the time being you don’t want to travel but want to block a seat. Or if you were charged higher fare than the class you traveled in. 

iii. Prepaid Ticket Advice (PTA):

This is for sponsoring the tickets or the relative, friends, etc. for any other country/destination the money paid by the person sponsoring the ticket in advance and after the checking of the documents of the nominee of the sponsored, sponsoree is issued this ticket. The responsible station communicates through telexes.

5.2.2
Agency Sales: 

There are three types of agents selling tickets of PIA. IATA approved agents, General Sales Agents (GSAs) and Non-IATA Agents. Agents are paid commission on domestic 5% and on international 9% and sometimes paid 3% above the normal rates. Agents as well as stations are required to submit the sales statements. These may be daily/weekly/monthly as the case may be.

5.2.3
Refund Unit:

Persons who do not report 72 hours before the flight the seat are automatically canceled. In case of international tickets the unused tickets are fully refunded. Jacket covering the coupons of the ticket bears instructions and procedure of cancellation charges with specified rates.

PIA policy that it facilitate its customer if the flight is cancelled due to any reason than PIA will not charge any amount to the customer and the refund amount will be fully paid.  I have observed that at my work in PIAC Islamabad /Rawalpindi station most of the refund cases were of domestic flight for Gilgit and Skardu.

5.2.4 Accounting Unit:

Disk/information received from all stations sometimes enables this unit to monitor accounting and prepare floppies and transmit them to the main frame. In PIAC accounting is fully automated and computerized. Few stations have on line systems too however manual work is not totally eliminated due to non-availability of the on line systems at some stations.

B. Cargo Revenue Section

Before going into details it will to look at the organizational set up to this section.


In the hierarchy above R-2 stands for revenue generated by PIA’s own counters where there is no commission on sales, R-3 is concerned with FOB payment by consignee, in which commission factor is involved. R-11 stands for a document regarding the agent’s sales revenue and remittance report. Whereas miscellaneous includes refunds, handling charges, etc.

5.2.5
Sales Unit:

Sales may be of two types; sales on PIA’s own counters and sales by agents. When cargo sales are made airway bills are prepared by stations/agencies. Stations are responsible for reports to head office about airway bills, both of agents and stations. Agent’s reports to stations and stations to H.O. Cargo sales may be domestic or international. R-2 is statement regarding domestic cargo sales and international cargo sales for PIA counters whereas R-11 is a statement for agent’s cargo sales. R-3 is collection report. R’s are returns prepared by the stations and sent to lift unit. Lift unit keeps the tracks of the cargo sales revenue and monitors the preparation and collection made by stations.

International Revenue Section:

All airlines render services and these are measured in terms of money. Revenue division is responsible to keep the tracks off all the revenue. Interline revenue has two aspects:

i. Receivable: 

When passenger from any other purchases ticket airline but lifted by PIA.

ii. Payable:

Some other carrier but lifts passengers purchases when ticket from PIA.

These transactions are settled through IATA clearance house. IATA clearance house has its member airlines are dealt according to the standing agreements with them. As IATA regulates the airline industry in the world most of the settlements are through IATA. Sometimes revenue is divided according to sectors carried. These types of the settlement are made on the basis of mileage. This is called probation. For settlement there are three currencies in which payments are receipts are made.

· European Currency

· US Dollar

· Pound Sterling

Pricing

This section of the revenue division was established in 1975. It acts as regulating authority of the airline. According to IATA rules approved fare written on the face of the tickets should be charged as that fare is approved. But the airlines undercut their fare especially in other than the base country. This section monitors these underground unethical violations of the IATA rules.

When other airlines undercut fares and PIA feels that it must also undercut, the station managers prepares proposals about fare expected to be charged and sends these proposals to marketing department. Marketing Department analysis the proposals and approve them after comparing with last year’s figures. Final approval is made by “director sales
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As PIAC is a commercial organization. It main function is to carry passenger from one place to another place, one country to other country. One continent to other continent gave way taking cargo is second major function of PIAC. As the PIA business is a different type of business from a routine business. That’s why its accounting system is somewhat different and accounting reports are different from the routine reports. 

5.3
THERE ARE DIFFERENT TYPES OF REPORTS IN WHICH DIFFERENT TYPE OF SALE ARE REPORTED.

Report No 1 (R1) 

Counter Pax Sale: In R1 Counter Pax Sale is reported. Counter Pax Sale means direct passenger traveling sale from the station counter. There is three type of Counter Pax Sale.

· International Pax Sale

· Domestic Pax Sale

· National Assembly Pax Sale

Report No 2 (R2)

Counter Cargo Sale: In R2 the Counter Cargo Sale is reported. Cargo Sale means directs cargo sale from the station counter. There is three type of cargo sale.

· International Cargo Sale

· Domestic Cargo Sale

· Air Express Sale
Report No 3 (R3)

Other Station Cargo Sale: In R3 Cargo Sale is reported. That type of Cargo Sale, which is booked at one station without payment. When it is received at the destination station then payment is made at the destination station. When that payment is received in that station from where the parcel is booked then it is reported in R3.

Report No 4 (R4) 

Miscellaneous Receipts: In R4 miscellaneous receipts are reported. Different types of revenue, which are not treated in other reports, have been treated in it. For Example Rent, Fare, Extra advance and re-back reservation system charge, and Computer Charges.

Report No 5 (R5)

Credit for Embassy & Customers: PIA offers credit to different organizations, Embassy and Customers. When sale is made on credit and when this credit amount is recovered then it is reported in R5.

Report No 6 (R6)

Refund: When the customers who purchase the travel ticket and can not use the ticket and want to refund it. Then these tickets which are refunded are reported in R6.

Report No 7 (R7)

Due Payments: When any Payment is due on the client and he made the payment in other station. When it is received in the origin station then it is reported in R7.

Report No 8 (R8)

Sales on Credit: PIA offers credit to different organizations, Embassy and Customers. When sale is made on credit then credit sale is reported in R8. There is a programmed in the computer that when the credit amount is received and reported in the R5 then automatically it is washed from R8.
Report No 9 (R9)

Programmed Reports Transferred into R-9, from R-1, R-2: R-9 is consolidated statement of all receipt. There is a program in the computer that when the cash is reported in the other reports like R1, R2 etc. automatically this cash is transferred into R9. R9 is used for the reconciliation purpose. That all cash collection is reported in this report then reconcile with the Passbook.

Report No 10 (R10)

Agent’s Reports: PIA authorizes some agents to issue the tickets. When the agent’s sale reports have been received then it is reported in R10. R10 consist of two type of sale.

· International Pax Sale

· Domestic Pax Sale


There are three types of agents, which deal in passenger ticket these are known as “Pax Agents”.
i. DSA’s : Domestic Sale Agents

   
Such agent’s sales only domestic tickets. They are allowed 5% commission.

ii. IATA Agents

   
 Such agents are registered agents. They sell tickets of each airline. They deal

    both in domestic and international tickets. They are allowed 9% commission 

    on international sale and 5% commission on domestic sale.

iii. GSA: General Sales Agents

   Such agents sell only PIA tickets. They are allowed to sell domestic as well as international tickets. They are allowed 9% commission on international sale.
Report No 11 (R11)

Cargo Sales from Agents: PIA authorizes some agents for cargo sale. When the agent cargo report is received then it is reported in R11. R11 consist of two types of sale.

· International Cargo Sale

· Domestic Cargo Sale
5.4.1
Revenue Department

As PIA main business is selling of Air Ticket. PIA has a very modern and fast working system of ticketing. All the Reservation and Ticket system is computerized. All the cash sale is deposited in the bank on daily basis. There are different types of sales:

1. Cash Sales

2. Credit Card Sales
3. Sales to Defence Personal against voucher
4. Incentive Ticket to different Client and Agents
5. Staff Rebate Tickets.
5.4.1
Cash Sale

Cash sale are banked on daily basis and bank slips along with sale reports of the same day are sent to the revenue section where staff working made on initial audit of the report and the deposited into the bank. That amount is accounted for in a source named R-1. This accounting circle revolves till the monthly closing course.
5.4.2
Credit Card Sale

All the credit card sales are sent to Revenue Section on daily basis and there are sorted and listing is made for billing to the concerned bank. When Cheque of credit sale is received it is deposited into bank and banks credit it to the PIA Account.
5.4.3
Sale to Defense Personals
As per Government of Pakistan Rules Army men has to pay 50% Fare Remaining 50% will be recorded from the army through a lengthy billing procedure. All the daily sales to Army personal are received in revenue section and the handed over to an other section dealing all the credit sales named “Credit Control Section”.

Army men Travelling on official duty travel against an APW is issued by their authority. APW mean Air Passage Warrant. These APW are also deal by credit control section.
5.4.4
Incentive Tickets to Different Clients

When an agent makes a satisfactory sale.  He also claims it for a rebated air ticket. Some passengers are VIPs and regular travellers or from commercial points of view PIA management feels they are valuable such persons are awarded with incentive tickets. Such tickets are accounted for by the H.O.

5.4.5
Staff Rebated Tickets

Like all other organization PIA employees are awarded Free/Rebated Air Tickets. All above sales are received in the revenue section along with their support there they are sorted out and accounted for al their merit after all job is completed all the supporting paper are found correct and properly attached. These reports are sent to H.O. for an other audit by the staff working in H.O. All the sales A/C are re- conciled on daily basis.

· Reconciliation of DOM R-I with respect to TAC, APW, AMEX, Visa etc.

· Reconciliation of INT R-I with respect to AMEX, Visa, Exchange tickets/Other Airline Tickets, extension of validity & DADS tickets.

· Checking of DOM Documents
· Checking of INT Documents
· Collection of all sales proceeds at the counter
· Feeding Deposit Slips of R-I (DOM) R-I (INT)
· Reconciliation of Collection Account.

· Preparation of INT R-I (through COSSAP III).

· Preparation of DOM R-I (Manually)

· Realization of Credit Card Sale and its reconciliation.

· All other duties, which can be assigned when, required.
5.5
Documents Control Section

As PIA function is to sell Air Ticket and carry cargo from one place to another. So it main document or important paper is Ticket and Airway bills. As there are so many tickets are used on daily basis by PIA itself and by the agents. So it is very important to control all the ticket. So a separate section named “Document Control Section” is working for this purpose. All PIA tickets are printed in U.S.A and Singapore from there they are received by the H.O. Then H.O. sent these tickets to station according to their requirement. Where they are kept in strong room and issue to after proper recording and inventory is maintain.

i. 
 Serial Control Section

The duty of this section is to control the Serial of All Revenue Documents/Tickets. All tickets are used in sequence. The main functions of this section are to check and control and to avoid any misuse or any break in sequence.

5.6
Agency Sales Unit

Most of the PIA tickets are sold by Agents. The function of this section is to check the agents and coordinate with the solving different type of problem.   Ticket sold by agents are reported in a sales report and submitted to this section fortnightly along with a Cheque of same amount reported in sales report after deducting 9% commission allowed to agent. The object of this section is to check the sales report of each agent, whether all tickets are reported which are sold whether correct amount is reported in the sales report. Fair calculation is a very technical job. Checking of fare calculation is main object of their section. After checking all the sales reports received from agents are feeded in computer and whole the data is transferred to Head Office. Whole the sale amount against the passenger sales are reported in R-10 and whole the sales amount received against the cargo sale are reported in R-11. Sales proceed are received from agents on fortnightly basis. I work which I performed in agency sales unit were as follows. 

· Preparation of R-10 ASR-10, REF-10 and maintain its record.

· Revenue Documents Control Agency Sale

· Coordination with Agents regarding all financial matters

· Deposit of sale proceeds received from Agents

· Issuance of Cash Receipts against sale proceeds of Agents.

· Feeding of Deposit Slips, which relate to R-10
5.7
Refund Section

As PIA business is sales of tickets. All unutilized tickets are returned to PIA and refund is claimed. To deal with such ticket a refund section is working in PIA Finance. The unused ticket is presented in refund section. After proper scrutiny of the ticket a pay voucher is prepared along with a cheque. This pay voucher and cheque duly approved and signed by the authorized officer. All the payment process is computerized and whole accounting is automatically done by computer user has to only enter the specified A/C code allocated by PIA for each type of payment. Because payment are of different types and nature.   So many accounting codes are used to proper accounting as per PIA set rules.
I was instructed to take care of these points when preparing a refund check in GOSSAP. 

· Refund can be for  given for ticket which should not have passed 1 year

· Passenger should bring a PRT. 

· Miscellaneous charges order were also entertained by providing a copy of  MCO as if some is charged higher fare.

· Army Personal were given rebate when refund their ticket it should also be recorded in O/A 21035 and Remarks in TAC. 278835

· At all cancellation minimum deduction should be Rs. 300

· No show charges should be feeded in CNC. 

· At credit card ticket purchase, at the time of refund 1.68 % should be deducted.

5.8
Disbursement Section
Monthly expenditure report is called D-15 which consists of Pay Vouchers with relevant supports, Payment Book listing all the Disbursements made at Station during a specific month, Disbursement Accounting Summary, Staff Payment Register, Budget Control Register, Bank Imprest Reconciliation and Bank Statements.

PREPARATION OF PAY VOUCHERS

Pay voucher is a basic document of Disbursement System. Is should be prepared against approval competent authority and must be supported with all necessary documents i.e. bills, invoices, cash memos, receipts, approvals and authorities, etc. Before preparing a Pay Voucher, all applicable rules, Admin Orders, Circulars & Directives issued from time to time should be strictly followed.

Each invoice/bill/cash memo/cash receipt/statement/claim form must be certified by the concerned officer and approved by the Station Head. Over-writing is highly objectionable from Audit point of view. In case involving corrections, wrong figures should be circled in red ink and correct figures written and duly signed by the claimant and approving authority before preparation of pay voucher.

In case of invoices/supports printed in Foreign Languages, brief English translation should be written on the document.

Each pay voucher must contain signatures of the official preparing payment voucher as well as the approving authority along with their staff numbers.

Recipient’s signatures must be obtained on Pay Voucher. If Cheque is dispatched, a dispatch stamp must be affixed. In such cases official receipt of the beneficiary should also be attached with necessary identification along with other supports. In case of collection through third party, authority letter and proof of identity must be obtained.

All supports should be photo copied and retained with copy of pay vouchers for reference and reply of queries. Original supports, except TA form, must be sent to Head Office for checking and record purpose. Payee’s copy of TA form along with copies of ticket jacket hotel bill and airport tax, receipt etc. should be attached with P.V.

No payment should be made on photocopies of invoices/receipts etc. This is the most important safeguard against duplicate payments and frauds preventions.
I was instructed to take special care of these points when making a computerized cheques in GOSSAP.  And I performed certain tasks in disbursement section. 

· Preparation of D-15

· Preparation of R-6

· Making Cheques for refunds

· Dealing lost ticket cases

· Dispatch of D-15, R-6 along with attachment

· All other duties, which can be assigned when, required 
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