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1. Background and Context

1.

1.1.

The Government of India has initiated National Cyclone Risk Mitigation Project
(‘NCRMP’), herein after referred to as the ‘Project’ or ‘NCRMP’, with a view to address
cyclone risks in the country. National Disaster Management Authority (‘NDMA’) under
the aegis of Ministry of Home Affairs (MHA) shall implement the Project in
coordination with participating States/UTs in the coastal areas.

The Project has four components:

e Component A — Last Mile Connectivity for the dissemination of cyclone
warnings and advisories from district/sub-district level to communities. This
activity will be implemented by NDMA in consultation with participating
States/UTs.

e Component B - Construction/repair of physical infrastructure for cyclone risk
mitigation. This Component will be implemented by the States/UTs.

o Component C - Technical assistance for capacity building on hazard risk
management. NDMA and NIDM are the implementing agencies for this
Component.

e Component D- Project Management and Monitoring applicable to all
implementing agencies.

To begin with, NCRMP is proposed to be implemented in the States of Andhra Pradesh
and Orissa. Other coastal states would be considered in further phases of the Project.

The NCRMP shall be coordinated by a central Project Management Unit (PMU) set up
at NDMA. The participating States/UTs and agencies (such as NIDM) shall set up their
respective Project Implementation Units (‘PIUSs’).

The PMU shall coordinate with NDMA, MHA, World Bank, CAAA and other external
agencies involved. The PIUs shall coordinate with the various line departments of the
State Government/UT which will be finally responsible for execution of Project work.

Scope of the Financial Management Manual

The PMU and the PIUs (Both State and NIDM PIU) are required to maintain financial
management system including adequate accounting and financial reporting to ensure that
they can provide to the Bank and Government accurate and timely information regarding
Project resources and expenditure.

This Manual has been designed to provide guidance on matters relating to financial
recording and reporting for NCRMP such that financial management for the Project is in
compliance with the Project requirements. Accordingly, this manual provides the
principles of financial management including standard reporting formats.
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8.

1.2.

1.3.

10.

This manual does not prescribe procedures to be complied by other involved agencies
such as the NDMA, the MHA, the World Bank, or CAAA. It also does not specify rules
and procedures that the participating units are required to follow as part of routine
Government procedures. For such rules, the participating units are required to refer to
respective guidelines as are applicable to them. The State/UT shall continue to use their
existing system for budget and account classification.

Financial Management and Operating Environment

Orissa has a dedicated autonomous State Disaster Management Authority (OSDMA) for
undertaking reconstruction and rehabilitation work necessitated by natural calamity. In
Orissa, OSDMA will act as the PIU and in Andhra Pradesh, the PIU shall be set up as an
administrative department of the State Government.

Staffing at the PIUs and the PMU

The Project Management Unit (PMU) shall be set up at NDMA. This PMU shall be

headed by Project Director, NCRMP. To discharge the finance function of the PMU, a

qualified accountant along with other support staff shall be appointed. The qualified

accountant along with other staff of the finance section will constitute the finance

department of the PMU. The finance department of PMU shall be responsible for:

¢ Opverseeing the financial management arrangement of PIUs

e Calling for budgetary requirements of PIUs under the Project and consolidating the
annual budget for NCRMP.

e Reviewing the financial progress of the Project and analysing any delay in budgeted
activities.

¢ Considering and allocating resources among the States under different components
of the Project.

¢ Consolidating financial reports submitted by PIUs i.e. quarterly Interim Unaudited
Financial Reports (IUFRs) and Project Financial Statements (PFSs) and submitting
these to the World Bank on time.

¢ Facilitating the smooth and timely flow of funds to all PIUs and providing overall
guidance to PIUs in respect of financial management issues including monitoring of
expenditures, audit and internal control.

¢ Conducting training programme for PIUs, regularly on financial management
matters.

¢ Processing of invoices and payments for NCRMP (for the PMU).

e Managing the bank account of NCRMP and cash-in-hand at the PMU. It shall
facilitate smooth and timely flow of funds.

¢ Coordinating with the PIUs in conducting timely audit of accounts of the Project and
consolidating the reports.

e Appointment of Internal Auditor for the PMU, approving the Internal Audit plan for
NCRMP and reviewing the results of internal audit for NCRMP
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Appointment of external auditor for PMU and PIUs (where applicable)

Providing such information as is required by NDMA to interact with other involved
agencies i.e. CAAA, MHA, World Bank etc.

11. The Finance wing of the PIU shall be staffed by a qualified accountant. He would report

to the Project Director of the PIU and shall have adequate number of support staff (3-4).

In addition, he shall also consider the observations of the Internal Auditor / External

Auditor while monitoring the finance function. The PIU shall be responsible for the

following functions:
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Preparing the budget estimates for submission to PMU and monitor the use of funds
according to the approved budget.

Managing the bank account of NCRMP (where separate bank account is opened for
the Project) and cash-in-hand and facilitate smooth and timely flow of funds.
Complying with the various procedures and guidelines laid down for administering
the financial management system of NCRMP.

Processing and making payments on account of expenditure incurred under NCRMP
(where PAO system is not followed)

Completing all necessary documentation and accounting every transaction properly.
Providing timely financial reports to PMU and State Government.

Ensuring timely conduct of internal audit and statutory audit of accounts.

Reviewing the financial progress of the Project and analysing for any delay in
budgeted activities.

Appointment of Internal Auditor.
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2. Budgeting

2.1.

2.1.1.

12.

13.

14.

2.1.2.

15.

2.1.3.

16.

2.14.

17.

Preparation of the Annual Budget

Budgeting

Preparation of a proper budget plays an important role in the timely implementation of
NCRMP. The PIUs shall ensure effective budgeting exercise each year to facilitate
timely implementation of the various components of the Project. For this purpose, the
PIUs shall estimate requirements of the funds for specific tasks/objectives of the Project
before seeking funds from the Government of India. At the time of estimating the
requirements of the funds, the PIU shall consider the priority and importance of work
based on the Project guidelines and proposals submitted. Every effort should be made to
link the budget with physical targets. The budget would be consistent with the annual
procurement plan.

The budget for the NCRMP shall be provided by the MHA under its annual plan budget.
A separate plan head has been provided for NCRMP under the NDMA in the annual
budget of the MHA. The State Government/UT shall make sufficient provision in their
budget for meeting the expenditure to be incurred under the Project.

The state of Andhra Pradesh will make 100% provision for project budget including the
central share and the state of Orissa will make provision of 25% share of the budget for
the expenditure to be incurred for Component B.

Administrative procedures

The PIUs shall prepare their budgets. After due approval of the Finance Head and the
Project Director of the PIU, these budgets shall be forwarded to the Project Director at
the PMU. The PMU shall make an estimate of its annual budget. It shall collate the
budgets received from the PIUs and its own operating budget. The Finance Head at
PMU shall prepare the consolidated budget under NCRMP and submit it to the Project
Director, PMU for forwarding to the NDMA.

Timelines

The PIUs shall forward their budgets by August 31st of every year to the PMU. The
PMU shall forward the consolidated budget to the NDMA by September 30th of every
year.

Formats

The budgets shall be prepared such that there is a direct correlation between the budget
and the physical targets. Additionally, the PIU and the PMU shall prepare an annual
budget as per Gol guidelines. The PIU and PMU are expected to refer to applicable
rules for the preparation of the budget and these have not been separately elaborated in
this manual.
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The format for preparation of budget estimates by PIU has been provided in Annexure 1
The format for preparation of Consolidated Budget by PMU has been provided in Annexure 2
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2.2,

18.

19.

20.

2.3.

21.

24.

22.

2.5.

23.

Review and revision to budgets
The PIUs and PMU shall monitor the fund utilisation status on quarterly basis through

the Interim Unaudited Financial Reports (‘IUFRs’). It is herein clarified that the basis of
this reporting is actual expenditure by the PIU and the PMU and not the release of funds
to the PMU and the PIU.

Based on the status of expenditure incurred during the first six months, the PIU shall
submit a revised budget by August 31* of every year. The PMU shall in turn make a
revised budget for its operations. Based on the feedback received, a revised budget for
the NCRMP shall be prepared and submitted by the PMU, by September 30" of every
year, to the NDMA.

While reviewing the budget for Year 2 and beyond, consideration would be paid to the
variations in achieving the budget for the prior year/years.

Re-appropriations of budget
The PIU and the PMU is authorised to re-appropriate the budget in between the activities

under the same component. However, all such cases of re-appropriation shall be pre-
approved in writing by the head of the PIU and supported by sufficient and reasonable
explanation. Such re-appropriation also requires a written pre-approval from the
NCRMP Project Director in the PMU.

Disclosure of Annual Budget
Annual approved budget for the project as a whole as well individual budget of each PIU

will be disclosed on the website of NCRMP.

Commitment charges
The Project agreement between the borrower and the World Bank usually provides for

levy of commitment charges implying that if there is delay in implementation of the
Project, the borrower has to pay a Commitment Charge on the un-drawn credit amount.
The PIUs and PMU should ensure that effective budgetary exercise is followed leading
to proper utilization of the credit and thus avoid payment of commitment charges.
However, States/UT’s/NIDM would share the burden of commitment charges on pro
rata basis levied by the World Bank in case of delays in utilisation of funds by
States/UT’s/NIDM.
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3. Flow of funds and disbursements

24.

25.

26.

27.

28.

The NCRMP shall be implemented by the Government of India through external
assistance of World Bank. Therefore the Project attracts the provisions of Gol in respect
of externally aided Projects.

As part of this Project, the loan shall be taken by the Centre and assistance to the States
shall be provided as Grant-in-aid. For this purpose, expenditure under Component A, C
and D will be funded 100% by the Centre and Component B shall be funded 75% by the
Centre.

According to the general principles relating to Grants-in-aid to State Governments / UTs
laid down in the General Financial Rules, 2005 [Rule 215 (2)], every Centrally
Sponsored Scheme (CSS) should be treated as a Project with time bound targets for
monitoring, midterm evaluation and detailed impact studies. = Apart from making
provisions in the budget and releasing funds, Ministries/Departments should establish a
mechanism to ensure that the funds earlier released have been effectively utilized and
that the data and facts reported by the State Governments or Union Territories relating to
physical and financial performance are correct. Before releasing further funds, it should
also be ensured that the State Governments/UTs have the capacity to actually spend the
balance from the previous years and the releases during the current year. Attention
should be focused on the attainment of the objectives and not on expenditure only. A
mechanism for avoiding release of large part of funds towards the end of the year should
be devised and incorporated in the Scheme design itself. An evaluation mechanism
should also be built into the Project, providing for concurrent reviews and applying mid-
course corrections where necessary. A post-completion review of every CSS should be
undertaken by the State Governments/UTs implementing the Scheme, highlighting the
time and cost overruns, if any, and suggestions for formulating and implementing future
schemes. This review should be kept in view while formulating new CSSs.

According to Rule 239 of the GFRs, 2005 which pertains to the fund flow for Central or
Centrally Sponsored Projects financed from external aid, the process of disbursement of
such claims by the Funding Agency shall be the same as explained in Rule 237 (i) (a) of
the GFRs Refer Annexure 3 for details [This Rule explains the procedures laid down
for withdrawal of funds from the loan or grant account, namely Reimbursement
procedure.]. The Ministry shall get funds when demands for grants are passed in the
Parliament and advised by the Budget Division of the Ministry of Finance.

Disbursement from the World Bank will be based on quarterly Interim Financial Reports
(IUFRs), which will provide information on expenditure for last quarter and forecast of
expenditure for next two quarters. Therefore, the project will follow a system of ‘Report
Based Disbursement’. Please refer to Annexure 16, Circular dated September 2, 2008 of
Aid, Accounts and Audit Division, Ministry of Finance.”
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The various stages of flow of funds and disbursement have been explained as follows:

3.1.

Receipt/replenishment of money from the World Bank in Special

Account

29.

30.

3.2

3.2.1.

31.

3.2.2.

32.

33.

34.

A Special Account for NCRMP will be opened with an initial advance as per the Credit
Agreement executed with the World Bank. CAAA shall perform the necessary
procedures for seeking replenishment of funds into the Special Account. It shall seek
such information as is required from the PMU in this regard.

Disbursement from the World Bank will be on the basis of quarterly IUFRs. Each PIU
will prepare a quarterly IUFR and submit to the PMU within 25 days of end of each
quarter. The PMU will prepare a consolidated IUFR for the project and submit it to the
World Bank no later than 45 days of end of each quarter. Please refer to format of [UFRs
in Annexure 13, Annexure 13A and Annexure 13B. Reconciliation between IUFR and
annual audited financial statements of the project will be carried out annually and
ineligible expenses will be recouped in subsequent disbursements.

Flow of Funds
Budgeting of funds for NCRMP

Based on the annual requirement for the NCRMP, a budgetary provision shall be made
in the NDMA budget under Demands for Grants for Ministry of Home Affairs.

Release of funds to PMU and PIU

On the basis of the rules set forth in Section 3.3, the PIU and the PMU (for its own
operating expenses and areas within NCRMP) shall prepare formal statements of
expenditure (with supporting annexure). These statements shall be provided to the Head
of Finance at the PMU for review.

The Head of Finance at the PMU shall use these statements to prepare a draft sanction
order for release of funds. The sanction order, with recommendation of Project Director
shall be forwarded to the NDMA for further processing. NDMA shall perform the
necessary administrative tasks for releasing the funds to the PMU and the States.

In case of Orissa, the central share of the Project shall be directly remitted to the PIU’s
separate Bank account. However in case of Andhra Pradesh, the funds would be
transferred by the PAO (Pay and Accounts Office) of NDMA to the State’s Treasury and
the State would continue to follow the existing mechanism for management and
disbursement of funds.
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3.2.3. Release of funds from the PMU and the PIUs to vendors/external parties

35. Based on the invoices or request for advance that have been processed, the Finance
Team at the PMU/PIU shall prepare the cheque and update the accounts. The cheque
/payment shall be signed in accordance with the Delegation of Authority for the
PMU/PIU and released to the concerned vendor/3™ party within 2 weeks of preparation.

36. However, in case of Andhra Pradesh, the State would follow the existing mechanism (
PAO system) for disbursement of payments to the vendors/external parties.

Refer diagrams on next page:
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Flow of funds for NCRMP (Orissa)
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Flow of funds for NCRMP (Andhra Pradesh)

World Bank
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3.3.

37.

Basis of release of funds to the PIUs and the PMU

The rules for release of funds under different components of expenditure are illustrated
as follows:

Purchase of goods & equipment/civil works/services:

Frequency of Percentage of

Documents to be

Pre-Conditions submitted by
Installment Installment State/UT
Year 1
« 60% (Central Procurement plan and budget for the year. Procurement plan and
1 share) Budget
Balance 40% To furnish reasonable evidence that 50% of = Reasonable Evidence/
(Central share)  the total release for the year have been Utilisation certificate
2n disbursed.
Utilisation certificate may be additionally
provided.
Year 2
60% (Central Procurement plan and budget for the year. Procurement plan,
T share) and; Budget
Submission of utilisation certificate for first = and
installment of previous year. Utilisation certificate
Balance 40% Submission of utilisation certificate for : Utilisation certificate
(Central share) ¢ Second installment of previous year
ond and;
®  50% of utilisation of first
installment of current year.
Year 3 and subsequent years Similar principles as those for year 2
38. The State Governments/UTs should submit Utilisation Certificates for the total amount

39.

40.

34.

41.

(of the Central share) in respect of the expenditure incurred while submitting request for
release of subsequent installment of funds. Similarly PIU-NIDM would also submit
Utilisation Certificate in respect of the expenditure incurred while submitting request for
release of subsequent installment of funds. Refer Annexure 9.

In addition, State Governments/UTs and MHA may conduct inspections to ascertain the
progress of implementation of the Project. =~ The release of funds should be linked to
physical targets achieved in the implementation of the Project.

Unspent balances available with the State PIU shall be taken in to account before further
releases of funds are made.

Banking arrangements

The PIU and the PMU shall open a separate bank account for receiving NCRMP funds
and making all payments out of NCRMP funds. The bank account shall be opened as per
the directives issued by NDMA/Ministry of Home Affairs in this behalf in consultation
with respective State Governments.
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42. However the State of Andhra Pradesh would not open a separate bank account for the
Project and would continue to follow the existing treasury accounting and payment

mechanism .

43. The PMU shall keep track of the funds received from the World Bank and amount
released to States/UTs.

3.5. Retroactive Financing
44. Expenditure may be initiated prior to the World Bank’s approval of the Project. In such

a case, the expenditure shall be eligible for retroactive financing provided that Bank’s
procurement procedures are complied with. In such a case, the following rules will
generally apply subject to the specific details set out in the Financing Agreement:

- Total amount of retroactive financing of expenditures will not exceed 20 per cent
of total credit/loan. Any expenditure in excess of 20 per cent of total credit/loan
will be borne by Government of India/States.

- Eligible expenditure can be borne up to a maximum of 12 months prior to the
signing of the Project Agreement and Financing Agreement.

- The PIU and PMU should ensure that the Bank’s procurement procedures are
followed while incurring expenditure under the Project so that the expenditure
becomes eligible for reimbursement from the Bank.
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4. Accounting and financial monitoring

4.1.

45.

46.

47.

48.

49.

4.2

50.

Accounting policies
Government departments across India follow the cash basis of accounting which will also

be followed for NCRMP.

All payments shall be charged off to relevant expense account head at the time of making
the payments except advance payments. Advance payments shall be charged off to the
relevant heads of accounts on adjustment.

The assets created out of Project funds shall be accounted at acquisition cost including
taxes, duties, freight and other incidental expenses relating to acquisition.

No depreciation shall be provided on Fixed Assets acquired under the Project.

The basis of preparation of financial reports and significant accounting policies related to
material items shall be disclosed.

Chart of Accounts

In addition to the requirements under Gol rules for financial reporting and irrespective of
the legal constitution the PIUs and PMU, the implementing agencies are required to
maintain financial records in such detail as is required by the Project guidelines.
Accordingly, the PIUs and the PMU will maintain a detailed Chart of Account for
booking expenditures under the NCRMP. All expenditure under the Project would be
recorded against the appropriate ledger codes specified in the Chart of Accounts for the
NCRMP.

The indicative Chart of Account is provided in Annexure 4.

51.

4.3.

52.

53.

The Chart of Account maintained should be able to provide sufficient details under which
head expenditure has been incurred. The Chart of Account would facilitate categorisation
of expenditure as per the Project guidelines.

Method of accounting and book keeping
Separate books of accounts and records of fund flow for the Project funds are required to

be maintained by each PIU. In case of Andhra Pradesh, where the existing mechanism for
financial management and disbursement would be followed for NCRMP also, the line
departments would have to maintain separate books of accounts and records for flow of
funds under this Project.

A ‘Grant in Aid’ register in the prescribed form for receipt of funds from Government of
India shall be maintained. This register will be used to record the money received as
installments of Government of India share, expenditure incurred and reference to
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54.

55.

56.

57.

58.

59.

60.

44.

61.

utilisation certificate numbers sent to Gol. The format of the register has been provided in
Annexure 5.

Each of the PIUs will maintain standard Books of Account (Master Cash Book, Cash
book, ledger, cheque issue register, fixed asset register etc.). Master Cash Book shall be a
summary of all payments made by the PIU. In case of Andhra Pradesh, these books of
account would be maintained by the respective line departments also. The States/NIDM
may continue to use existing formats for ledger ,cash book and cheque issue register. An
illustrative format of the cheque issue register has been provided in Annexure 6.

Support vouchers will be prepared for record of transaction.

PIU will pay particular attention to maintenance of Works and Contractor’s Registers.

The Cash Book will be closed monthly and attested by the In-Charge (Finance) of PIU.

In addition, bank reconciliation statements would be prepared by the PMU and the PIUs
on a monthly basis and be approved by the Finance Head of the respective implementing
agency. An illustrative format of bank reconciliation Statement has been provided in
Annexure 7

Orissa: While activities will be implemented by various line departments, all payments
will be centralized at the State PIU. The implementing departments will be required to
send documents and payment instructions to the PIU. The PIU will perform an
accounting and back office function and release payments/ issue cheques as directed by
the departments. In case (low value) operation and maintenance expenditure needs to be
incurred, then opening of imprest (Bank) accounts will be permitted at other departments.
This will however be done on a case to case basis after prior approval of PMU.
Arrangements as described above will ensure that there is only one accounting location,
for the purposes of implementation of a financial accounting software, and statutory
audit.

Andhra Pradesh: GoAP has decided to use its mainstream accounting and payments
systems. Budget will be released by the Finance Department to the Nodal (Revenue)
Department which will in turn provide budget to the implementing departments
(Panchayati Raj, Roads & Bridges, Irrigation). Implementing offices of these
departments (15 from PRI, 5 from R&B and 1 from Irrigation) will approve bills and
request the local P&AO (based on a Letter of Credit) to make payments to suppliers/
contractors.

Fixed Asset Register
The PIU, PMU and line departments shall maintain a separate Fixed Asset Register to

record the assets acquired and created by them respectively out of the Project funds. The
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4.5

62.

63

64.

4.6.

65.

66.

format is attached as Annexure 8. Individual asset-wise entries will be recorded in the
Fixed Asset Register.

An identification number for each item of asset would be assigned for easy identification
of the assets. These identification numbers would be painted on each item prominently
and the same would be recorded in the Fixed Assets Register.

. Each PIU shall ensure that assets created out of the Project funds are being utilised for

Project purposes only. There will be an annual physical verification of fixed assets by the
finance wing of the PIU.

Period for which records are to be kept
The PIU/Line departments and the PMU shall ensure that all records (contracts, orders,

invoices, bills, receipts and other documents) evidencing the expenditure are retained
until at least five years after the Bank has received the audit report for, or covering, the
fiscal year in which the last withdrawal from the loan account was made.

Submission of Utilisation Certificates
Each PIU / PMU shall consolidate the amount spent and amount incurred by it on the

basis of entries made in the Cash Book and Master Cash Book. Before seeking funds
from Gol, the PIU shall submit the utilisation certificates in prescribed format to the
PMU. The Format of utilisation certificates has been provided in Annexure 9.

Where the PMU is an implementing agency (for instance in Component A, C) or is using
the funds for Component D, the PMU shall submit the utilisation certificates to NDMA.
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5. Internal Control and Governance Structure

67.

68.

69.

S.1.

70.

71.

72.

73.

To ensure the integrity of Project Accounting and Financial Management System, each
PIU and the PMU shall establish proper internal check and internal control mechanism. It
includes establishment of procedures and systems for ensuring standard internal control
such as checking of expenditures, appropriate documentation, levels of authorisation,
periodic bank reconciliation and physical verification.

The PIUs and PMU will develop a system to ensure that expenditures are incurred with
due regard to economy, efficiency and propriety. For this purpose, finance wing of the
PIU and the PMU will check the veracity of records provided by the executing
division/department.

In case of Andhra Pradesh, the State is following the existing system of financial
management wherein the line departments would be maintaining financial records.
Therefore the line departments would establish systems such that that expenditures are
incurred with due regard to economy, efficiency and propriety. In the state of Andhra
Pradesh, Divisional accountants in each of the line departments is an officer on
deputation from the Finance Department of the state.

Financial governance

The PIU set-up under each state/UT will follow the rules for delegation of authority
applicable to each State/UT. The organisational hierarchy of the PIU shall provide for
authority and responsibility of the finance wing of the PIU, who shall be accountable for
utilisation of Project funds as per the laid down procedures.

The funds to be utilised as per the approved procurement plan and budget. Any re-
appropriation of funds from one head to other is permissible only under the sanction of
competent authority.

Each PIU shall devise a system of reporting which is fair, transparent and assessable to
all stakeholders of the Project.

The PIU and the PMU shall appoint external auditor for conducting audit of Project
Financial Statements of Project as per the scope and report of the auditor shall be
available to all stakeholders. For details, refer Section 7.

e National Steering Committee will review the annual/revised budgets at their semi-
annual review meetings. It shall also review the critical findings of audit reports and
further actions.

e State Steering Committees shall perform a similar function for their states.
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5.2. Passing of bills

74. The following are the matters to be considered while passing the bills under different

categories of expenditure:

5.2.1 ChecKlist for bills relating to goods

Whether the bill for purchase of goods is supported by Purchase Order, Goods
Received Note and Supplier Agreement, if any?

Whether the goods have been procured as per the procurement guidelines laid down
for NCRMP?

Whether the request for purchase of goods has been accorded sanction as per
respective delegation of power and as per the budget of the concerned period?
Whether the goods purchased have been taken to stock register and certificate
furnished accordingly?

5.2.2 Checklist for bills relating to works

Whether the bills for Works are passed with reference to original agreement with
Contractor? It should be scrutinised that bill raised by the contractor is as per the
payment conditions provided in agreement.

Whether the work bills is counter-signed by the Engineer In-Charge of the work
concerned and such site-engineer has certified on the bill that “bill has been cross
tallied with the measurement book and as per the stage completed and mentioned in
the measurement book™?

If the work bill presented is the final bill, whether the completion certificate issued by
the Engineer in Charge is enclosed?

Whether the asset created has been taken to asset register and certificate furnished
accordingly?

5.2.3 Checklist for bills relating to consulting services

Whether the bill for consulting services is as per the milestones mentioned in
consulting contract?

If there is any delay in milestones, applicable deduction on account of delay has been
made as per consulting contract?

These points are not exhaustive and therefore at the time of passing of bills, consideration should

be given to propriety, efficiency and economy of transaction.

5.3. Documentation
75. Every voucher for payment should be filed properly along with the concerned bill and

supporting documents.

76. Vouchers should be serially numbered with a corresponding reference key in the

accounting system.

Once the payment is made, the bill should be crossed on its face as “Paid”.

Page 23 of 69



Financial Management Manual - NCRMP

S5.4. Internal audit
77. To ensure that PIU has an adequate system of internal control, which includes control

over providing reliable data and safeguarding assets and records, it is necessary to have a
system of internal audit after prescribed frequencies.

5.4.1 Scope of internal audit
78. The internal auditor shall conduct an assessment of the adequacy of the Project

management, financial management, and procurement system including internal controls.
The internal auditor shall provide PIU and PMU with timely information and
recommendations on the project to enable the PIU and PMU to take corrective measures,
wherever necessary.

An indicative checklist on matters to be considered for routine financial controls is given in

Annexure 10. The terms of reference for the Internal Auditor is provided in Annexure 11

5.4.2 Agency for conducting internal audit
79. An independent internal auditor shall be appointed to provide reporting on compliance
with operating guidelines for the NCRMP for the PIU and the PMU. Internal auditor for
PMU and NIDM would be appointed by the PMU. State PIUs would appoint internal
auditors for the respective States.

5.4.3 Frequency and timelines for conducting internal audit

80. At the beginning of each year, an assessment would be made of the work being