
[image: image2.jpg]



MINUTES

of the 22nd Quarterly Review Meeting of Finance Controllers of State Implementation Societies

10th – 11th August, 2009
Scope Complex, 
New Delhi
INDEX

	S. No.
	Particulars
	Page No.

	1. 
	Minutes of 22nd Quarterly Review Meeting of Finance Controller
	1-19

	2. 
	List of Participants. (Annexure A)
	20-22

	3. 
	Agenda of the Meeting. (Annexure B)
	23-24

	4. 
	Presentation by Mrs. Richa Sharma, Director, MHRD. (Annexure C)
	25-34

	5. 
	Presentation by Consultant, TSG on financial performance of the States during 2008-09. (Annexure D)
	35-44

	6. 
	Presentation by Sr. Consultant, TSG on Strengthening of Financial Management System of SSA. (Annexure E)
	45-53

	7. 
	Presentation by Finance Controller/SSA, Assam on benefits of proper staffing and training in financial management. (Annexure F)
	54-59

	8. 
	Presentation by Finance Controller/SSA, Madhya Pradesh on maintenance of SSA accounts based on utilisation of funds. (Annexure G)
	60-63

	9. 
	Presentation by Finance Controller/SSA, Madhya Pradesh on E-transfer of funds in SSA, Madhya Pradesh. (Annexure H)
	64-72

	10. 
	Financial Status of SSA as on 30th June, 2009. (Annexure I)
	73-74

	11. 
	Financial Status of NPEGEL as on 30th June, 2009. (Annexure J)
	75

	12. 
	Financial Status of KGBV as on 30th June, 2009. (Annexure K)
	76

	13. 
	Overall Financial Status for SSA, NPEGEL and KGBV as on 30th June, 2009. (Annexure L)
	77-78

	14. 
	Status of Release of State Share for SSA, NPEGEL & KGBV as on 30th June, 2009. (Annexure M)
	79

	15. 
	Cumulated status of release of State Share for SSA up to 2008-09. (Annexure N)
	80-84

	16. 
	Quarterly Progress Report (Annexure O)
	85-95

	17. 
	Observations of Quarterly Progress Report (Annexure P)
	96-98

	18. 
	Status of Bank Reconciliation as on 30th June, 2009. (Annexure Q)
	99

	19. 
	Status of Annual and Audit Report 2007-08. (Annexure R)
	100-102

	20. 
	Status of E-transfer of Funds as on 30th June, 2009. (Annexure S)
	103-104

	21. 
	Status of Internal Audit as on 30th June, 2009. (Annexure T)
	105-119

	22. 
	Status of Staffing in Accounts and Internal Audit as on 30th June, 2009. (Annexure U)
	120-123

	23. 
	Status of Training of Staff of Account and Internal Audit as on 30th June, 2009. (Annexure V)
	124-127


Minutes of 22nd Quarterly Review Meeting of Finance Controllers
1. The 22nd Quarterly Review Meeting of Finance Controllers of State Implementation Societies of Sarva Shiksha Abhiyan was held on 10th and 11th August, 2009 at Tagore Hall, Scope Complex, New Delhi.
2. The Meeting was chaired by Mrs. Richa Sharma, Director, Ministry of Human Resource Development, New Delhi.

3. The List of Participants is at annexure A.

4. The agenda of the meeting is at annexure B.
5. After introduction of the participants of the meeting, Dir/RS, MHRD addressed the participants and  highlighted the following : 
5.1 It has been observed that audit reports submitted by the States/UTs are often not comprehensive. It has been reported that the maintenance of account books is not in order. Hence statutory auditors are making many observations on the accounts of SSA. Finance Controllers are to ensure that the maintenance of account books is significantly improved at all levels  to facilitate timely audit.
5.2 Finance Controllers should design a system of regular dialogue with their statutory auditors. In case of difficulties in the conduct of audit these should immediately be addressed by them and if need be, should seek the intervention of the State Project Director. The objective is to finalise the audit report for the year 2008-09 by end of September, 2009. MHRD is committed to submit the consolidated audit report for 2008-09 to Development Partners by end of December 2009 positively. The audit report has to be submitted after the approval of the Executive Committee of the State. States/UTs are reminded that failure to submit the audit report by the prescribed time schedule, may come in the way of release of further funds to the States/UTs.

5.3 All the observations made by the statutory auditors are required to be watched through an audit compliance register. All the observations made by the statutory auditors are required to be recorded in the register and the remarks regarding settlement of observations is also to be recorded in the register. The audit observation compliance needs to be certified/verified by the next statutory auditor. Quarterly report o f compliance of audit observations should be sent to MHRD, regularly.
5.4 She expressed concern of MHRD that 25% of the total expenditure of SSA for the year 2007-08 was unsupported by  utilization certificates, vouchers or other supporting documents . About Rs. 4020  cr. remained ineligible for disbursal by the Development Partners on this account. While this cannot be construed as  misuse of funds , it does mean that States  have to strengthen  their management, monitoring and auditing arrangements to properly confirm  that funds were used for the purposes for which they were allocated. SPDs and Finance Controllers of States must ensure that no amount of expenditure remained uncertified at the end of the year for want of utilisation certificates. This issue has been raised in the 10th SSA JRM and the 12 States to which this observation specifically pertains, should get the amounts recertified by auditors, based on utilization certificates.

5.5 Internal audit of all SSA implementation agencies is required to be conducted either by an in-house team or by a Chartered Accountant Firm. It has been observed that States/UTs have not correctly ascertained the total number of units whose accounts are to be covered in the Internal Audit. The information supplied in the quarterly review meetings need to be updated. In many cases coverage is wanting both in respect of time and extent. Finance Controllers to ensure that the Internal Audit of SSA accounts remains concurrent and should not be allowed to go in to arrears. The accounts of sub-districts are to be covered in the Internal Audit as per the provisions of Manual on Financial Management and Procurement as amended from time to time.
5.6 In first phase accounts of all the 35 States/UTs have been reviewed by the Institute of Public Auditors of India (IPAI). The reports of IPAI in respect of many States/UTs still remain unsettled for want of submission of comments by the States. In the case of one or two States even the initial comments have not been received from the States. Second phase review of SSA accounts of States by IPAI has already started. IPAI has submitted reports in respect of 12 States. The reports have already been shared with the States. MHRD is concerned to note that none of the States/UTs have so far submitted their comments despite a lapse of more than 4 months. Finance Controllers to note that the complete comments/action taken reports incorporating remedial measures taken should be submitted to the Ministry with in a period of one month.
5.7 Instructions have already been issued to the States for transferring the funds to the districts and sub-district level electronically. It is noted that many States have adopted the system of e-transfer of funds from SPO to district level. In some States the funds to sub-district levels are also being transferred electronically. However it has been observed that there are certain States which have not yet adopted the system of e-transfer of funds such as Meghalaya, Nagaland, Tripura etc. All States/UTs have to ensure that the funds are transferred electronically right from SPO level to sub-districts level. In cases where the facility is not available in some banks, a dialogue should be established with them to explore the possibility of establishing the facilities for transferring the funds electronically. This should be done as early as possible.
5.8 The 10th JRM which was concluded recently has recommended the preparation of an action plan to bring improvement in the Financial Management of SSA. MHRD is preparing such an action plan which will be shared with the States/UTs to ensure that the Financial Management System of SSA is improved significantly. 
5.9 Some States are not following the procurement procedure as prescribed in Manual on Financial Management and Procurement. MHRD has already prescribed a checklist for procurement audit. Statutory auditors should look in to the check list carefully. The States/UTs have been allocated to TSG Consultants for conducting the post-review of cases of procurement finalised by the States/UTs. All States/UTs should prepare a list of major contracts and keep the relevant records ready for review by the TSG Consultants.
5.10 States/UTs are required to prepare a procurement plan for the year 2009-10 and upload it on the State Website. However, it has been observed that there are States which have not yet submitted the procurement plan to MHRD. Finance Controller/SSA, West Bengal is required to submit the procurement plan for 2009-10 to MHRD with in a period of one month. 
5.11 Release of funds: It was emphasized upon the Finance Controllers that the release of funds through second installment will be undertaken only after 50% of the available funds have been spent and the other extant conditions for the release funds are complied with. Requisitions from States for the release of second installment should reach the Ministry by August-September. It has, however, been noticed that there is no pending request for release of second installment in the Ministry.
5.12 Refund of pre-project activities: The funds for pre-project activities were released by MHRD long ago. There are still unspent funds lying with some States/UTs. The States of Assam, Bihar and Madhya Pradesh are to ensure that the unspent balance of pre-project activities are refunded to the Ministry with in a period of one month.
5.13 Diversion of Funds: The reports of statutory auditors, CAG of India and IPAI reveal that there are cases of diversion of funds for non-SSA activities in some States. In all these cases diverted funds should be recouped to SSA accounts, and a compliance report sent to MHRD.
5.14 Opening Balance: There are cases of differences in opening balances as submitted by the States/UTs in the last and current review meetings. The States are required to explain the reasons therefor. The Finance Controllers of Gujarat, Haryana, Karnataka could not explain the reasons for differences in Opening Balance. There were major difference in the Opening Balance in the case of Himachal Pradesh and Jammu & Kashmir which were not satisfactorily explained by the concerned Finance Controllers. The Finance Controller of Andhra Pradesh stated that the figures of interest were not included last time. The Finance Controller of Madhya Pradesh stated that the figures have been revised after completion of audit. All Finance Controllers were advised that there should not be any differences in the Opening Balances without valid reasons.
5.15 Audit Reports: Submission of Audit Report for 2007-08 was badly delayed. Chhattisgarh has yet not submitted the audit report for the year 2007-08 despite several reminders. Finance Controllers to ensure that the Audit Report for 2008-09 is to be submitted as per the prescribed schedule in Manual on Financial Management and Procurement. A consolidated audit report was required to be submitted to the Development Partners by end of December 2008. However audit reports from 9 States only were received by that time. MHRD is concerned about such delays in submission of the audit reports.
5.16 State Share: In the case of several States/UTs there is a shortfall in their State Share. Andaman and Nicobar Islands and Andhra Pradesh to note that the full amount of State Share should be released to State Implementation Society of SSA with in a month. The States must note that they are required to submit a copy of the “provision of State” Share in the State budget and the sanction orders of the State Governments are to be sent to MHRD to confirm that the due state share has been paid to the State Implementation Society.
6. The Finance Controller/Mizoram stated that there is a difference in the figures of expenditure for the year 2008-09. He was informed that the figures of expenditure have since been updated in the accounts of 2008-09. There were no other comments from any Finance Controller of any State on the Minutes of the last quarterly review meeting of the Finance Controllers. However Dir/RS suggested that the Minutes of the meeting should be more exhaustive. The Minutes of 22nd Quarterly Review Meeting of Finance Controllers have been recorded accordingly.

7. Dir/RS, MHRD made a presentation. A copy of presentation is placed at annexure C. Main highlights of the presentation are as under: 

7.1 A Manual on Financial Management and Procurement was developed and implemented from 2004. All the States/UTs have already adopted it for implementation. The Manual on Financial Management and Procurement covers the financial norms and various activities under SSA, methods of accounting by prescribing the maintenance of various account books & registers and auditing of SSA accounts both Internal and External and detailed procedure of procurement of goods and services. 
7.2 The financial performance of SSA is monitored at Government of India level through audit by C&AG of India, Quarterly Review Meetings with Finance Controllers of State Implementation Societies, concurrent financial reviews by IPAI, field visits by MHRD officials and TSG Consultants, Joint Review Missions, reviews conducted by independent monitoring institutes and special audit as and when the need arises.
7.3 Financial Monitoring is also attempted at State level through Statutory Auditor (Chartered Accountant Firms) which is a requirement of Societies Registration Act 1860, Internal Audit conducted through in-house teams or Chartered Accountant firms, audit conducted by Accountant General of the States, Quarterly/Monthly Review Meetings conducted by the State Project Directors and field visits by officials of State Implementation Societies. The Statutory Audit is required to review the SSA accounts maintained at SPO, DPO and at sub-district levels including the accounts of VECs receiving more than Rs. 1-00 lakh per year in a cycle of 3 years. The CA firms who are engaged for conducting the statutory audit should be on the panel maintained by C&AG of India or if such firms are not available then on the panel of the Accountant General of the State. As regards the compliance of audit observations, these are still awaited from certain States from the year 2003-04 to 2007-08. The concerned States to please ensure that the compliance of audit observations is expedited without any further delay. 
7.4 States/UTs to note that the report of the statutory auditors should be submitted to Government of India as per the prescribed schedule in the Manual on Financial Management and Procurement, after the approval of EC. It may also be noted that non submission of audit report can lead to suspension of release of funds to the defaulting States. It is emphasised that the audit report should be complete in all respects. The accounts of 1/3rd of VECs receiving more than Rs. 1-00 lakh per year should be covered in statutory audit and a compliance report on audit observations should be submitted to Government of India on quarterly basis.
7.5 Internal Audit is a tool of internal control system. It helps in mid-course corrections in SSA accounts. States/UTs are free to develop their in-house teams of Internal Auditors or engage CA firms or may take help from their line departments. Most of the States/UTs have started the Internal Audit but the coverage both in terms of period and the units is still to be enhanced significantly. Internal audit system therefore needs to be strengthened adequately.
7.6 States/UTs are required to ensure optimal coverage of accounts of SSA implementing agencies in internal audit. The reports of internal auditors should be reviewed by the SPD to ensure effective financial management of SSA and these reports are to be submitted to the EC also.
7.7 Government of India hired the services of Institute of Public Auditors of India to get an overall review of implementation of SSA in the States with a focus on finance and accounts. In first phase, the financial progress of SSA in all the 35 States/UTs has been completed by IPAI up to March 2008. In the second phase, IPAI has already covered the accounts of 12 States and the accounts of the remaining States will be reviewed by IPAI by 31 March, 2010. The reports of first phase have been settled only for 12 States. Follow-up action in respect of IPAI reports for the remaining 23 States/UTs is in progress. All the IPAI reports of 12 States in second phase have since been shared with the State Governments and follow-up action is in progress.
7.8 The key observations of IPAI indicates that the maintenance of books of accounts specially at sub-district level is not up to the mark. Advances are released but their settlement/adjustment is not properly watched. Utilisation Certificates and statements of expenditure are not submitted in the prescribed time schedule. Bank reconciliation with the cash book is not done. Prescribed procedure for procurement is not followed. There are cases of diversion of SSA funds for non SSA activities. 
7.9 Compliance of observations of IPAI should be sent to Government of India and remedial measures taken so as to ward off the recurrence of mistakes/irregularities noticed by IPAI.
7.10 In the quarterly review meetings with the Finance Controllers of State Implementation Societies, various financial indicators are reviewed on quarterly basis. It has been observed that copies of Manual on Financial Management and Procurement are sometimes not available at DPO level and below district levels. Copies of VEC Manual are also not available with some VECs and PTAs. States/UTs are required to ensure that copies of Manual on Financial Management and Procurement are made available at DPO, BRCs, CRCs etc. Copies of Manual should be available with all VECs.
7.11 States/UTs to ensure that the vacant posts as indicated at page no 29 of annexure C should be filled up as early as possible. Some of the States have posted accounts staff at sub-district level. Other States/UTs to please examine if the posting of accounts staff at sub-district level is feasible in their case as well.
7.12 It is now mandatory that all account staff should be imparted 5 days training in maintenance of account books every year. States/UTs of Haryana, Lakshadweep, Meghalaya, Nagaland and Puducherry have not taken necessary steps to build capacity of their accounts staff.
7.13 Wherever possible funds should be transferred electronically up to the level of VECs. In case of difficulties, efforts need to be made in consultation with the concerned banks to provide necessary facilities..
7.14 The tool of web based monitoring has been started by Andhra Pradesh, Assam, Bihar, Chhattisgarh, Delhi, Haryana, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Manipur, Puducherry, Punjab, Rajasthan and Tamilnadu covering 264 districts Financial reports at States/districts are required to be uploaded through NIC. E-procurement has since been started by the State of Gujarat. Other States/UTs may also study and adopt e-procurement system.
7.15 Proper procurement procedure as prescribed in the Manual on Financial Management and Procurement should be followed by States/UTs. Centralisation of procurement needs to be avoided. Detailed audit checklist and revised financial ceilings have already been communicated to the States/UTs. Procurement plans for the year 2009-10 have not yet been made available by the States to MHRD. States/UTs should immediately upload their procurement plans for 2009-10 on the website of the State. All procurement of goods and services should be done as per the procedure prescribed in the Manual on Financial Management and Procurement.
7.16 Only 9 States could spend more than 90% of their outlay during the year 2008-09 and 8 States spent between 80% to 90% of their outlay for the year 2008-09. The financial performance of the remaining States was below 80%.
7.17 The States of Assam, Bihar, Jammu & Kashmir, Madhya Pradesh, Manipur, Meghalaya and Mizoram have not yet refunded the unspent balance of pre-project activities of SSA. As regards unspent balance of DPEP, refund is due from Bihar, Chhattisgarh, Jharkhand, Himachal Pradesh, Madhya Pradesh, Orissa, Uttar Pradesh and Rajasthan These States should refund the unspent amount to MHRD immediately. Non-refund may adversely impact future GOI releases under SSA.
7.18 Cases of diversion of SSA funds for non-SSA activities and other financial irregularities have been noticed through reports of IPAI, C&AG of India and Statutory Auditors. States/UTs are required to refund the amount of diverted funds to SSA account immediately, failing which MHRD would be constrained to adjust it from the State Share. In the cases of serious financial irregularities, frauds and embezzlement, action against concerned officials should be initiated and concluded speedily. Amounts should be revered and credited back to SSA accounts.
8. Mrs. Amita Singla, Consultant, TSG made a presentation on financial performance of the States during 2008-09. A copy of the presentation is placed at annexure D. It was pointed out to the States that the level of expenditure in 2008-09 had been low as compared to the previous year of 2007-08. States/UTs are to review the reasons for low pace of expenditure. There is significant short fall in due State Share in the case of Andhra Pradesh and Assam. They should take action to deposit due State Share in the accounts of State Implementation Societies immediately.
9. Sh. K. Gopalan, Consultant TSG, made a presentation on Strengthening of Financial Management System of SSA . A copy is placed at annexure E. The main highlights of the presentation are as under:

9.1 Various points of weakness in maintenance of account books in States/UTs were enumerated as at page no. 56 of annexure E. Various measures to strengthen the accounting system of SSA in States/UTs were discussed in detail. It is important to ensure compliance of all provisions of Manual on Financial Management and Procurement at all levels of expenditure. 
9.2 It is mandatory to impart 5 days training in a year to all the account staff at all levels. Capacity building of accounts staff needs to be focused on maintenance of all accounts books as provided in para 50 of Manual on Financial Management and Procurement. In case in-house resource persons are not available, assistance of Chartered Accountant firms can be procured for imparting training to account staff. One of the areas affecting maintenance of accounts books is the shortage of staff to man various positions in accounts and finance wing of the SSA Implementation Societies. It is therefore very necessary to fill up all the vacant positions by end of September 2009. 
9.3 States/UTs should ensure that annual physical verification of assets created out of SSA funds should be carried out every year and compared with the entries in the Assets Register. In cases of differences these should be resolved after proper investigation. 
9.4 For efficient maintenance of accounts States/UTs may like to adopt computerised accounting by making use of appropriate accounting Software. In case the cash book is maintained on computers, a daily print out of cash transactions should be taken out and kept in records. Each entry in the cash book needs to be attested by DDO on daily basis. All bank accounts need to be reconciled each month with the cash book. Unreconciled entries in Bank Reconciliation register need to be investigated thoroughly and matter brought to the notice of State Project Director, in cases of doubtful entries. All advances can be treated as expenditure for the purpose of reporting only. All funds released to the districts and sub-districts should initially be classified as ‘Advances’ and these should be adjusted on receipt of Utilisation Certificate or Statement of Expenditure.
9.5 Internal Audit is a tool of internal control and should be made use of by every States/UTs. Internal audit of SSA accounts should be conducted and completed in all respects before the statutory audit starts. Account keeping should be updated based on the findings/observations of Internal Auditors in such a manner that there are no irregularities or procedural mistakes in future. This will help in the conduct of statutory audit smoothly. All the funds made available to the States/UTs for implementation of SSA activities should be spent only on the approved activities and up to the approved limits only. There should be no excess expenditure over & above the approved AWP&B. There is no scope of diversion of SSA funds for any activities which are not covered under SSA scheme. All cases of diversion of funds should be avoided. There is no provision of parking SSA funds in fixed deposits. Finance Controllers to ensure that no fixed deposit is made of SSA funds and if any fixed deposit has already been made it should be credited to SSA accounts. The amount of interest earned in various accounts should be properly accounted for in annual accounts. Electronic system of transferring of funds from SPO to DPO and sub-district level has been adopted in many States/UTs. The remaining States/UTs should adopt this system of e-transfer of funds by 30 September, 2009 where such facilities are available.
9.6 The funds should be transferred to SSA implementation agencies by the districts within a period of a fortnight of receipt of funds. Funds should not un-necessarily be blocked at DPOs. For the purpose of procurement of goods and services, detailed procedure has been laid down in the Manual on Financial Management and Procurement. While making procurement, the laid down procedure should be followed strictly.
10. A presentation on benefits of proper staffing and training in financial management was made by Finance Controller/SSA, Assam. A copy of presentation is placed at annexure F. Main highlights of the presentation are as under:

10.1 There is one Chief Account officer assisted by one Senior AO, 3 AOs, 4 Accountants, 4 Account assistants and one Cashier at SPO. For co-ordination of audit work there is a Chief Auditor assisted by 2 Senior Auditors and three Internal Auditors at the SPO level. At DPO level, the F&AO is assisted by JAO, one Accountant and one Cashier. An accountant is also provided at the BRC and KGBV. The proper staffing has resulted in timely execution of works such as updation of accounting data on tally 9, efficient management of funds, timely reporting and regular financial reviews at SPO and DPO level, monthly preparation of receipt and payment account at DPO level, timely bank reconciliation statements, review of advances and adjustment of advances. The statutory audit of 2008-09 is on track, and the report will be submitted to MHRD by September 2009.
10.2 The staff provided for audit work is not sufficient. It has resulted in limited coverage of SSA accounts in Internal Audit by in-house team. To overcome the problems of weak internal control, SSA Assam has filled the gap by appointing CA firms to conduct internal audit on quarterly basis. Timely training, covering all aspects of maintenance of account books has resulted in efficient and proper maintenance of various accounting records.
11. A presentation on financial management in SSA and plans for improvement was made by finance controller of SSA/Bihar. Main highlights of the presentation are as under:

11.1 Double entry system in accounting has been adopted at SPO and DPO level. 
11.2 There are separate set of account books for SSA, NPEGEL and KGBV and other programmes being executed by the State.
11.3 There are separate bank accounts for all schemes.
11.4 The amount of interest earned in the bank accounts is treated as part of grant from funding partners as per financial pattern and the amount utilised for activities as per AWP&B.
11.5 Advances for civil constructions, training, payment of teachers etc. are treated as expenditure for reporting purpose only.
11.6 Utilisation certificate based on actual utilisation is issued on the basis of income and expenditure account after audit is conducted.
11.7 Account books at SPO and District level are computerised.
11.8 Electronic mode is adopted for transferring funds up to district level.
11.9 There are 46 vacant positions in Finance and Account wing. Training is not conducted on regular basis. 
11.10 Internal and statutory audit has been completed by firms of Chartered Accountants.
11.11 Accountant General/Bihar has completed audit of 34 DPOs.
11.12 Concurrent financial review of second phase by IPAI is in progress in Bhojpur and Vaishali Districts.
11.13 Adjustment of old pending advances has been taken up and efforts are being made to make proper adjustments of the advances paid.
11.14 Bank reconciliation statements have been prepared, However there are various difficulties in maintenance of proper books of accounts. No properly qualified account. persons are available in DPOs. In 30 DPOs Tally Software has been provided and the maintenance of account is improving significantly. There are still lapses in good financial management system in SSA/Bihar due to non-availability of qualified personnel and insufficient manpower.

11.15 With a view to bring desired improvements in maintenance in financial management system, it is essential to recruit skilled account personnel at SPO, DPO and sub-district level. Issue of revised financial guidelines for the VSS members and Headmasters is necessary. Headmasters and VSS members require training on financial issues. An in-house internal audit team is needed for concurrent internal audit and prompt settlement of audit observations. Higher resources to conduct training of account staff is essentially required.

It is obvious that SSA Mission Bihar lacks optimum staffing of accounts and audit personnel. Both in terms of its annual outlay and in terms of the number of districts, blocks and VECs, the number of sanctioned staff is itself inadequate. Besides, 56% of the sanctioned posts remain vacant. Lack of staff is resulting in non-maintenance of basic books of accounts, and also leading to audit observations pertaining to non-observance of FMP provisions.

Staffing  and capacity building issues need to be immediately addressed in Bihar. Compliance of statutory audit observations; concurrent review reports are also pending, for want of accounts staff. SPD, SSA Bihar is requested to address these issues on priority. SSA Bihar is also urged to examine the feasibility of providing block level accounts staff, as Assam and Maharashtra have done.

12. Director/NSR, MHRD briefed the participants of the meeting regarding the parameters being monitored by the Ministry through collection of Monthly Monitoring Reports from the States. Information relating to release of funds including the states share, expenditure on civil works, release of recurring grants to sub-district units, total expenditure, number of schools opened, number of teachers recruited including female teachers, number of out of school children, number of text books given to the students, training of teachers, construction of additional classrooms, toilets and drinking water facilities.
12.1 States and MHRD are maintaining a Web Portal. Information is required to be uploaded on the web on regular basis. Instances have been observed where some States/UTs are not uploading the required information timely. It has also been observed that data is not being properly filled up in the prescribed formats. Uttarakhand is the only State which has filled up all the data on the formats. Chhattisgarh has not taken any action to fill the data so far. Only 138 Districts have filled up the data forms.

12.2 By making use of web portal, MHRD is going in the direction of working in a paperless environment.
12.3 She expressed concern regarding non-receipt of requisitions from the States for release of second installment. Finance Controllers are to ensure that the requisition from the States for release of Second Installment is submitted early. The conditions for release of 2nd instalment viz. release of State share and at least 50% expenditure of available funds, must be fulfilled. Also, unspent balance of DPEP and SSA pre-project activities should be refunded to MHRD immediate. Other-wise, this may adversely impact future releases under SSA.
12.4 Information regarding compliance of audit observations, though required to received in MHRD on quarterly basis, is not being received in time. States/UTs should take action to settle the observations of Statutory Auditors, IPAI and AGs and get the settlement of audit observations verified by the next Statutory Auditor.

12.5 Huge amounts are still lying in certain States/UTs as advances. Action should be taken to adjust these advances or return the amounts to SSA accounts.
12.6 Bihar, Jharkhand, Chhattisgarh and Orissa have not yet settled their DPEP accounts. Action in this regard needs to be taken on urgent basis. Otherwise release of 2nd installment of funds to these States may be adversely affected.
13. Sh. R. Parthasarathi, SPD, SSA Puducherry made a presentation regarding implementation of Tally-9 software with customisation as per the needs of SSA.

13.1 He demonstrated how he is able to monitor release of funds to the district and sub-district level units and also ascertain the balance lying in the accounts of the respective units.
13.2 Depending upon the balance lying in the accounts of SSA implementing agencies, he is in a position to take immediate decision regarding further release of funds to them. The monitoring also assists him in implementation of various approved interventions.
13.3 He offered assistance to the participants and assured his availability for any clarifications.

14. A Presentation on the benefits of proper staffing and training in SSA was made by Finance Controller/Jharkhand. The main highlights are as under:

14.1 The SSA programme is very ambitious and a massive project which requires absolute dedication of its functionaries for successful implementation. It requires skilled task force. Proper staffing structure at all levels is essential. Capacity building further improves the output of the staff working in accounts and finance wing. If the complement of staff is as per requirement of the job, it will be able to ensure the proper maintenance of books of accounts and effective monitoring of various financial indicators. A good training module should contain the chapters on planning process, budgeting as per financial norms of the programme, accounting system based on mercantile system, fund flow arrangement, financial reporting, internal control and internal audit, external audit and proper procurement procedures.
15. Finance Controller of SSA/Punjab made a presentation of external audit of village education development committees. The highlights of the presentation are as under:

15.1 There are 19466 Schools/VEDCs. To conduct the statutory audit of such a large number of the VEDCs, SSA/Punjab appointed statutory auditors (Chartered Accountant Firms) as per the procedure prescribed in the Manual on Financial Management and Procurement. During the year 2007-08, SSA/Punjab could get the statutory audit conducted of 10% VEDCs, Clusters and Blocks on rotational basis. From the year 2008-09, SSA/Punjab assures that 33% of BRCs, CRCs, Schools/VEDCs accounts will be got covered by Statutory Auditors. Only those VEDCs will be included who have received more than Rs. 1-00 lakh in the year. Audit observations of the external auditors are shared with the district project offices for the purpose of compliance.
16. Finance Controller of SSA/Orissa made a presentation on compliance of IPAI observations.

16.1 Finance Controller/SSA, Orissa is advised to submit the detailed comments in respect of remaining 4 observations to MHRD with in a period of fortnight for consideration in the Ministry.

17. Finance Controller of SSA/Madhya Pradesh made a presentation on maintenance of SSA accounts based on utilisation of funds. A copy is placed at annexure G. Main highlights of the presentation are as under:

17.1 SSA/Madhya Pradesh is maintaining 140769 bank accounts (from SPO to VEC level) for SSA funds. The SPO is directly transferring funds to the accounts at district, block and PTA levels for the purpose of carrying out various activities as per AWP&B. The mode of transfer of funds is electronic.
17.2 The expenditure in books of accounts is booked on the basis of relevant vouchers at all levels of expenditure. However the grants are treated as advances in respect of various interventions as at page no. 108 of the presentation. Finally the expenditure is booked as per Utilisation Certificates and completion certificates. The Utilisation Certificates and Completion Certificates are collected through monthly meetings at the levels of Cluster, BRC and DPO. But the vouchers remain in the custody of the units. The Utilisation Certificates are submitted to the CA during concurrent audit. All the Utilisation Certificates are compiled at SPO/DPO level. On the basis of these Utilisation Certificates at SPO, the auditor adjust the advances in the respective heads.
17.3 Finance Controller/Madhya Pradesh needs to clarify if Utilisation Certificates are checked and verified by the Statutory Auditor with the available vouchers.
18. Finance Controller/SSA, Madhya Pradesh also made a presentation on E-transfer of funds in SSA, Madhya Pradesh. A copy of presentation is at annexure H. Main highlights of the presentation are as under:

18.1 More than 85% of the SSA accounts at different levels are with State Bank of India and State Bank of Indore. By entering in to an MOU with State Bank of India and State Bank of Indore, SSA Madhya Pradesh has reduced the number of bank accounts to the minimum level. This has resulted in better financial control and monitoring.
18.2 SPO, SSA/Madhya Pradesh, is directly transferring the funds electronically to district offices for various activities and for re-distribution, to text book corporation for printing of text books and materials to PTAs for TLE, School Grants, Teacher Grants and Maintenance Grants, to Panchayats for Civil Works and to Construction agencies for Hostel, BRC building and urban Civil Works, to DIETs for teacher training, and to State treasury for teachers salary and Ashram Shalas.
18.3 State Bank of India is provided a single cheque along with the list of recipients. If the account of the recipients are in State Bank of India, State Bank of Indore or in any NEFT Bank, the funds are transferred with in 24 hours. In case of accounts in other bank, a bankers cheque is issued by the nodal branch and funds are transferred with in 7 days.
18.4 At the level of district, the state bank of India is provided a single cheque along with the list of PTAs, Panchayats etc by the DPO. If the account is in State Bank of India or State Bank of Indore or in NEFT bank funds are transferred with in 24 hours. In case of other banks the funds are transferred with in 7 days.
18.5 After ascertaining the funds position at various levels, further grants are released to the districts and sub-district offices.
18.6 Funds are transferred electronically from the district level to block offices, PTAs, KGBV and Girls Hostels, CRCs, RVCs, NRVCs, SDCs etc. 
18.7 SPO is transferring 68% of SSA budget electronically to SSA implementing agencies. DPOs are transferring about 30% of SSA budget. Thus 98% of SSA budget/funds are transferred through electronic mode. 
18.8 Difficulties faced by SSA/Madhya Pradesh before introduction of transfer of funds electronically, were excessive delays in transfer of funds to various SSA implementing agencies. Large number of demand drafts used to be prepared. More man power was required for transferring the funds. Monitoring of financial position was difficult. Activities could not be taken up promptly due to non-availability of funds. Bank reconciliation was not updated and mal-practices/frauds etc. in financial management could remain undetected.

18.9 Benefits of e-transfer of funds: With the introduction of electronic transfer of funds, availability of funds with the SSA implementing agencies improved substantially. Considerable man power has been saved. Entire process of e-banking is free of cost. Thus there are substantial savings of cost on account of preparation of bank drafts. Tracking of expenditure has substantially improved. Bank reconciliation Statements are being prepared timely and made available to the controlling authorities. This has also resulted in acceleration of expenditure in the year 2008-09 to 84% of the available funds. Accounts are directly monitored by State and District level officers of SSA through website. SPO has been provided super user ID and password which enables the SPO to access all the accounts of District, Blocks, Gram Panchayats across the State through Bank website. Similarly all districts have been provided independent UID and password for monitoring the accounts of district and below district levels. This has resulted in far better financial management system in SSA/Madhya Pradesh.
19. Finance Controller of SSA/Nagaland made a presentation. Main highlights are as under:- 
19.1 Two bank accounts are in operation at VEC level. Current account is used for staff salaries and Savings bank account is utilised for grant in aid. 
19.2 Efforts are made to build capacity of the SSA implementing agencies.
19.3 There are 5 accounts officials at SPO level and 20 account officials at DPO level. Bank account is operated jointly by vice Chairmen, State Mission Authority and State Project Director and at district level, accounts are jointly handled by Deputy Commissioner and District Education Officer and at the level of VEC by VEC Chairman and VEC Secretary.
19.4 Finance Controller/SSA, Nagaland informed that accounts are maintained as prescribed in Manual on Financial Management and Procurement, Double entry system is followed at all levels except VECs. Statutory Audit is being conducted at all levels including VECs, Internal audit is conducted with in-house arrangements and in cases of lack of capacity, Chartered Accountant Firms are engaged.
It is irregular to keep two types of accounts. SSA/Nagaland is required to close the current account immediately and transfer the funds lying there to savings bank account. 

20. Financial indicators were reviewed in the meeting and the position is as under:

20.1 The Financial status in respect of SSA as on 30th June, 2009 is at annexure I. The pace of expenditure during the first quarter from April to June 2009 has been very low in many States/UTs with reference to the available funds. States/UTs which have spent less than 40% of the available funds should review their mechanism of incurring expenditure and ensure optimum utilisation of available funds by implementing the approved interventions of SSA. 
20.2 Financial status of NPEGEL as on 30th June, 2009 is at annexure J. The financial performance during the first quarter of 2009-10 has been poor in most of the States/UTs. States of Chhattisgarh and Manipur have not yet supplied any information regarding the expenditure incurred in first quarter of 2009-10 for implementation of NPEGEL. States of Haryana and Madhya Pradesh which have negative balance need to explain it.
20.3 Financial status of KGBV as on 30th June, 2009 is at annexure K. States/UTs could spent only 7.06% of the available funds in the first quarter of 2009-10. The financial performance of most of the States is far below the expectations. In the case of Punjab there was a negative unspent balance of Rs. 21.05 lakhs and the total available funds for KGBV were Rs. 0.24 lakhs but the State has incurred an expenditure of Rs. 21.29 lakhs in the first quarter. State to elaborate the source of funds for incurring expenditure beyond the availability of funds.
20.4 The overall Financial Status of SSA, NPEGEL and KGBV as on 30th June, 2009 is at annexure L. The total expenditure for implementation of SSA, NPEGEL and KGBV during the first quarter is 24.77% of the available funds. The States which have spent more than 40% of the available funds are Andaman and Nicobar Islands (42.29%), Chandigarh (47.25%), Daman and Diu (40.71%), Goa (44.93%), Gujarat (45.10%), Karnataka (42.79%), Punjab (57.55%), Rajasthan (57.83%), Sikkim (45.65%), Tripura (64.08) and Uttarakhand (52.76%). All other States/UTs spent less than 40% of the available funds. The States/UTs should take necessary measures to enhance the pace of expenditure.
20.5 The Status of release of State share for SSA, NPEGEL and KGBV as on 30th June, 2009 is at annexure M. It will be seen from the annexure M that the there is a shortfall in the required provision of State Share in the States/UTs of Andaman and Nicobar Islands, Andhra Pradesh, Arunachal Pradesh, Assam, Chhattisgarh, Delhi, Himachal Pradesh, Jammu and Kashmir, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Meghalaya, Mizoram, Orissa, Punjab, Rajasthan, Tamilnadu, Tripura, Uttar Pradesh, Uttarakhand and West Bengal. Delhi, Lakshadweep, Puducherry and Sikkim have not submitted the information regarding provision of State Share in their budget.
20.6 The cumulative status of release of state share for SSA till 2008-09 is at annexure N. There is a short fall in release of state share in the case of Andaman and Nicobar Islands (Rs. 38.18 Lakhs), Andhra Pradesh (Rs. 20591.60 Lakhs), Arunachal Pradesh (Rs. 261.56 Lakhs), Chhattisgarh (Rs. 356.29 Lakhs), Himachal Pradesh (Rs. 1.01 Lakhs), Jammu and Kashmir (Rs. 7712.38 Lakhs), Maharashtra (Rs. 434.65 Lakhs), Meghalaya (Rs. 992.75 Lakhs), Puducherry (Rs. 80.67 Lakhs), Punjab (Rs. 4277.04), Rajasthan (Rs. 6844.79 Lakhs), Tripura (Rs. 21.42 Lakhs), Uttarakhand (Rs. 807.64 Lakhs). The States/UTs should pursue the case with their State Governments so that the full amount of due states share is released and deposited in the account of State Implementation Societies of SSA.
21. The QPR of States/UTs as on 30th June, 2009 is at annexure O and the observations on the QPR are at annexure P.
22. The status of progress of other financial indicators is as under:

22.1 Bank Reconciliation: The Status of bank reconciliation as on 30th June, 2009 is at annexure Q. There are many States/UTs which are not doing bank reconciliation every month. States/UTs are to ensure that bank reconciliation is to be carried out every month in respect of all the bank accounts in operation. Important points noticed in bank reconciliation should be reflected for the information of SPD.
22.2 Annual Report and Audit Report: The Status of Audit Report and Annual Report as on 30th June, 2009 is at annexure R. The audit report for the year 2007-08 has not yet been submitted by Chhattisgarh. Finance Controller should look in to the Government of India comments in this regard and ensure that the updated audit report for 2007-08 is submitted to MHRD without any further delay. 
Annual Reports for the year 2007-08 have not yet been submitted by Arunachal Pradesh, Bihar, Chhattisgarh, Delhi, Lakshadweep, Maharashtra, Manipur, Puducherry, Rajasthan and Sikkim. 
Finance Controllers have promised to submit the audit report for 2008-09 as indicated in column 6 annexure R. It is reiterated that the position would be reviewed in this regard in the next Quarterly Review Meeting. It is expected that the target dates for submission of audit report for 2009-10 are not over-shooted under any circumstances.
22.3 E-transfer of Funds: The Status of e-transfer of funds and web based monitoring as on 30th June, 2009 is at annexure S. The States/UTs of A&N, Arunachal Pradesh, Assam, Bihar, Chhattisgarh, Daman and Diu, Haryana, Himachal Pradesh, Jammu & Kashmir, Kerala, Maharashtra, Meghalaya, Mizoram, Nagaland, Orissa, Puducherry, Sikkim, Tripura and West Bengal have not yet adopted system of transfer of funds from district to sub-district level. Finance Controllers of States/UTs need to go in to details and ensure that system of electronic transfer of funds is effected as early as possible. If needed, State Project Director may intervene in taking the help of concerned banks.
22.4 As regards the Status on web based monitoring of funds the States/UTs of Andaman & Nicobar Islands, Arunachal Pradesh, Assam, Bihar, Chandigarh, Chattisgarh, Dadara & Nagar Haweli, Daman & Diu, Delhi, Goa, Haryana, Himachal Pradesh, Jammu and Kashmir, Kerala, Maharashtra, Manipur, Meghalaya, Mizoram, Nagaland, Orissa, Puducherry, Punjab, Sikkim, Tripura, Uttar Pradesh, Uttarakhand and West Bengal have not yet started monitoring of funds through use of web site. The States/UTs should take action immediately to start web based monitoring of funds in the State.
22.5 Internal Audit: The Status of Internal Audit as on 30th June, 2009 is at annexure T. The States of Bihar, Himachal Pradesh, Jammu & Kashmir, Rajasthan have not indicated the correct number of units to be covered under internal audit. There is a short fall in coverage of units in internal audit in many of the States/UTs mainly on account of insufficient staff in internal audit and some of the States are yet to make appointments of Chartered Accountant firms for taking up the Internal Audit.
22.6 Staffing in Accounts and Internal Audit: The status of staffing in accounts and internal audit as on 30th June, 2009 is at annexure U. There are vacant positions of staff in Accounts and Finance wing of SPOs and DPO of Andhra Pradesh (5+3), Assam (4+22), Bihar (3+43), Chhattisgarh (1+6), Daman & Diu (1+2), Gujarat (12) Haryana (4+13), Himachal Pradesh (1+6), Jammu & Kashmir (2+22), Karnataka (1+5), Madhya Pradesh (103), Maharashtra (1+166), Nagaland (3), Orissa (13), Punjab (2), Rajasthan (34), Tamil Nadu (4), Uttarakhand (2+13), Uttar Pradesh (6+47) and West Bengal (3+22). Almost all the States have number of vacant positions in finance & account wing. Shortage of staff results in poor maintenance of books of accounts. States/UTs are to ensure that the vacant positions of account staff are filled up with in a month either by regular recruitment or by appointment on contractual basis.
22.7 Training of Staff of Account and Internal Audit: Status of training of staff of accounts and internal audit as on 30th June, 2009 is at annexure V. The number of days utilised for imparting training of account staff in Assam, Meghalaya, Nagaland, Orissa, Tamilnadu, Uttar Pradesh, are very low. States of Bihar, Chhattisgarh, Himachal Pradesh, Jammu & Kashmir, Maharashtra, Uttarakhand and West Bengal have not conducted any training so far. States/UTs are aware that the there is a provision of 5 days mandatory training every year for accounts and finance staff. The training for the accounts staff should be got conducted with in this year.

23. Director/RS, MHRD suggested to the finance controllers that a copy of the presentation which they will be making in the future quarterly review meetings need to be sent to the Ministry and TSG in advance by the prescribed date.
23.1 In cases where the expenditure is likely to be exceeded to the budget allotment either re-appropriation by surrendering amount in other permitted head of account should be approved by the competent authority. In case the required amount is not available through permissible re-appropriations, the case should be sent to the Ministry for necessary approval by the PAB.
23.2 The 10th JRM which was concluded recently has made many recommendations relating to the Financial Management System in SSA. The extracts of the recommendations have been circulated to the participants separately for taking further necessary action. Finance Controller to ensure that action taken notes and recommendation of 10th JRM should be sent to the Ministry before the start of the next JRM.
23.3 On of the very important recommendation of 10th JRM is to prepare a time bound action plan to strengthen the financial management system of SSA. MHRD is taking necessary action on this recommendation and it will be shared with the States shortly.
24. Finance Controllers of the States/UTs were given an opportunity to raise if they have any issues on which necessary clarifications are required from MHRD. Following issues were raised by the participants:

a. Is it necessary to sign the cash book on daily basis when it is prepared on computers.

b. A clarification is required regarding booking of expenditure under capital head and revenue head.

c. If grant is to be treated as expenditure and advance.

As regards ‘point a’ above it was clarified that a print out of the cash book may be taken out at the end of the day and each entry in the cash book is required to be attested by DDO on daily basis. Clarifications in respect on ‘point b and c’ will be issued separately. Clarifications have since been issued, as follows:-
25. It was decided that MHRD would be reviewing progress on FM issues periodically, through video conferences. All FCs were requested to participate in these.

26. The meeting ended with a vote of thanks to the chair.
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