[bookmark: _Ref364857522][bookmark: _Ref364861278]Annexure 10: Financial Management and Disbursements

1. [bookmark: _GoBack]Disbursement Profile: Against the original allocation of USD 125 million under IBRD 8090-IN, the disbursement as of 19-Aug-2014 stands at USD 1.225 million [1%] and reflects (a) front end fee of USD 0.313 million; and (b) documented reported project expenditures up to 31-Mar-2014 amounting to USD 0.912 million.

2. The disbursement as of date against the signed amount of SDR 78.2 million for IDA-5014-IN stands at SDR 9.310 million [equivalent of USD 14.235 million at 11.9%] and (a) reflects the expenditures related to reinstatement of PPF and reported project expenditures up to 31-Mar-2014 amounting to USD 6.867 million; and (b) advance of USD 7.369 million against projected expenditures for the two quarters ended 30-Jun-2014 and 30-Sep-2014. 
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3. At current rates of exchange, the consolidated undisbursed balance of USD 229 million will allow expend of approx. `1,680 crores [factored at about 80% for Bank share] in the remaining life of the project. As of 31-Mar-2014, the project has reported cumulative expend of `50 crores; the revised project cost therefore stands at `1,730 crores. A significant scaling of project activities and careful planning will be required in the remaining project life, if the project is to fully utilize project funds.

4. IUFRs for the quarter ended 30-Jun-2014 have not yet been submitted to the Bank. Provisional financial reports shared with the mission indicates expend of `1.6 crores during the quarter, taking the total project expend up to `51 crores.

5. Budget and Fund Flows:  Against the cumulative authorizations of `116 crores received from GoWB in FY14-15, Letters of Credit [LOC] totaling to `18 crores have been issued to the various divisions and `5.1 crores to Resource Division (AM) Kolkata for project related expenditures through the State’s online LOC Monitoring System.  The LOCs are presently being issued on the basis of summary requests [by budget heads/components] by Divisions – with the scaling up of operations, it is recommended that the LOC requisition template be revised to provide package/contract wise details of fund requirements. This will help strengthen contract management and monitor the financial progress with respect to the contracts. 

6. Budget provision of `300.33 crores has been made for the project for FY2014-15. 

7. Project Expenditures: The project has reported total expend of `42.648 crores during FY13-14 [and cumulative project expend of `49.807 crores].  A summary of expenditures, including provisional expend for quarter ended 31-Mar-2014 is as follows:
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All figures in Indian Rupees
Expend reported for quarter 3 are provisional

8. Adequacy of Financial Management Arrangements:  At present levels of operations, the financial management arrangements, as determined at appraisal remain valid. There have been delays in preparation of quarterly IUFRs – largely on account of late receipt of AG appropriation accounts and late submissions of financial reports from the districts. With the objective of accelerating disbursements, it has been agreed that the IUFRs will be prepared on the basis of the provisional expend reports compiled from the divisional statements of expend and adjusted with the AG reports in the next IUFRs. The consolidation of accounting centers into 18 DPMUs [discussed later] will help timely submission and compilation of quarterly IUFRs. 

9. In an effort to streamline operations at the district level, the project has decided to consolidate the implementation arrangements into dedicated [18 in total] District Project Management Units headed by Executive Engineers [AI or AM]. This move is expected to help and contribute to the significant scaling up of operations at the district level. 

10. The project has now reached a stage when the activities leading to the formation of the WUAs and the design of the identified schemes are nearing completion.  This will entail significant scaling up of the works and the related activities. In order to handle the fairly large number of [small] schemes, it is proposed to pilot alternate approaches that will allow the scheme works and related activities to be implemented by WUAs themselves. The benefits of the said approach are several; firstly, it increases ownership of the investments and thereby ensures that schemes are operated and maintained by WUAs beyond the life of the project; secondly, implementation of the schemes will help build management capacity, including procurement, financial management etc. of the WUAs; and lastly, it will free up time of DWRID engineers to focus on schemes that are technically more complex and covers larger areas. 

11. It however, needs to be acknowledged that WUAs are fledging new institutions and have no prior management experience. Each of the alternate implementation arrangements proposed envisages provision of significant hand holding support, both in terms of implementation of the schemes and related activities and in the establishment of simple and robust financial management systems. If project funds are to be handled by WUAs, it is also essential that mechanisms are put in place to compile [monthly and quarterly] information on actual expend against the advances provided.  Technical design, supervision and monitoring will continue to be the responsibility of DWRID.

12. Three possible options were suggested to deal with these issues which could be piloted in couple of project districts with a scope to replicate in other project districts as well include: (a) Support provided in accounting and financial reporting by selected SOs who have good track record and capacity to assume this role. SOs will be responsible for ensuring that simple accounting records are maintained and monthly financial reports are compiled and submitted to DPMUs to allow the expend to be documented against the advances provided to WUAs; (b) Support for accounting and financial reporting through independent accounting support agencies, engaged by the project to support the financial accounting and reporting and auditing functions for a cluster [50-60] of WUAs.  Their responsibilities will include maintenance of WUA books of accounts and preparation of monthly financial reports are prepared, compiled of monthly financial reports for all WUAs and submission of the same to DPMU. This model has been tested successfully and is operational in the Orissa Community Tank Management Project.  In addition to the maintenance of the books of accounts, the audit firms will also provide training to selected book keepers and office bearers of WUAs; and (c) Support through Gram Panchayats, wherein project funds will be transferred to WUAs through Gram Panchayat (GP).  Four ways agreements will be entered between GP, WUA, SO and DWRID detailing roles and responsibilities. GPs will be required to transfer funds to WUA bank accounts within x days along with their [nominal] own contribution. Besides supervising and monitoring scheme implementation, GPs will be responsible for accounting and reporting for the project funds.  

13. Contract Management:  The information on contracts awarded, physical and financial progress included in the IUFRs is presently being prepared on the basis of separate monthly reports provided by the district units. In parallel, the computerized MIS has been developed to track physical and financial progress on the various schemes [contracts awarded]. In order to eliminate the duplication in efforts and to ensure that the reports are reliable and correct, it has been agreed that the report will be generated from the MIS and reconciled on a quarterly basis with the financial reports on scheme expenditures.   

14. Contract management processes also need to be strengthened significantly to triangulate the information of financial progress with reported physical progress. The data needs to be used more effectively to track exceptions [delays and lags in payments and/or contractor billing, need for contract extensions or revisions, slow physical progress etc.]. There is also need to streamline and document the business processes with respect to the sanction of works, award of contracts, contract revisions on account of price variations and/or time extensions so that there is uniformity in the processes.  

15. Financial Management Rating: The financial management performance remains unchanged at Moderately Satisfactory (MS).  FM arrangements at the district/divisions and business processes with respect to contract management need to be significantly strengthened to facilitate the planned scaling of up operations. 

Agreed Key Actions:
· MIS reports to be prepared on contracts awarded, physical and financial progress [reconciled quarterly with financial reports] and used for review of progress in monthly team meetings – by 15-Oct-2014;

· Office orders issued to clarify the business processes with respect to the sanction of works, award of contracts, contract revisions on account of price variations and/or time extensions – by 30-Sep-2014.
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Disbursement Profile - as on 19-Aug-2014

IBRD 8090

SDR USD USD

Original Allocation 78,200,000              125,000,000        125,000,000             

Disbursed 9,309,708                14,235,862          1,224,957                  

- expend documented 4,084,145                6,296,736            912,457                     

- Front end fee 312,500                     

- PPF reinstated 370,531                   569,950               

- Designated Account Advance 4,855,032                7,369,176           

Percent disbursed 0.98%

Undisbursed 68,890,292              105,408,346        123,775,043             

IDA 5014

11.9%
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Project Expenditures by Components and Act

Expenditure Reported
FY13-14
Project Components/Sub Components FY11-12 FY12-13 Quarter 1 Quarter2 | Quarterd | Quarterd Total
ended 30-Jun-|ended 30-Sep-|ended 31-Dec-|ended 31-Mar-|  Total
13 13 13 14
1

A |STRENGTHENING OF COMMUNITY BASED INSTITUTIONS - 10,618,588 8308419 | 7542726 | 19238668 | 35,089,813 | 45708401
B |RRIGATION SYSTEM DEVELOPMENT & IMPROVEMENT - 1,637.505 94,836,555 | 16,991,957 | 187,968,544 | 299.797.056 | 301,434,561
C@._|AGRICULTURE DEVELOPMENT 8923 448,661 989778 | 1447362 | 1447362
C@). _|HORTICULTURE DEVELOPMENT 115819 177,036 899524 | 1192379 | 1192379
. _|FISHERIES DEVELOPMENT - 119.778 119.778 119778
D@ |PROJECT MANAGEMENT - SPMU 10273163 | 22419006 | 1,787,687 | 8932944 | 26800379 | 23,057.390 | 60578400 | 93.270.569
D@. _|PROJECT MANAGEMENT - DPMU 8947386 | 17,696,033 366.660 | 3.821495 | 8942000 | 15.130.529 | 28.260.783 | 54.904.202
GRAND TOTAL| 19220549 | 52,371,132 | 2154347 | 116,024,155 | 60,902,858 | 247,404211 | 426,485571 | 498,077,252





