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QUALITY OBJECTIVES

To perform the following activities in an efficient and time bound manner:
Plan Annual Construction Expenditure of POWERGRID through preparation of Construction Budget (Annual Plan), Plan Revenue Operation of POWERGRID through preparation of Revenue Budget, exercise budgetary control or capital and revenue expenditure.  Provide inputs for preparation of long term financial plans and MOU targets.
Plan financial resources for meeting annual construction and revenue expenditure and mobilize resources from domestic capital market/financial institutions through issue of bonds/raising of term loans.

Provide inputs for and participate in, evolving of tariff norms and fixation of tariff.

Financial scrutiny and vetting of Feasibility Reports, Cost Estimates, Qualifying requirements, Packaging concepts, Tendering Process commencing from issue of tender to award of contract, telecom diversification related proposals, joint venture initiatives, business development proposals and Accelerated Power Development Reform Programme (APDRP) initiatives.
Processing of release of all claims and advances (employees, contractors/suppliers and other outside agencies) including payroll and superannuation benefits.

Plan and enable Cash and Bank Operations to facilitate timely availability of funds for achievement of corporate objectives.

Design and operation of accounting system, policies and practices to facilitate recording of transactions, maintenance of books of accounts and preparation of financial statements in compliance with statues and professional standards.

Co-ordination of Internal Audit, Physical verification of stocks, Statutory Audit and Audits Conducted by controller and auditor General of India.

Design and implementation of IT in Finance & Accounting function.

2.0  
PURPOSE & SCOPE

The purpose of the quality system procedures evolved for Corporate Finance & Accounts is to facilitate expeditious and efficient handling of activities brought out in the quality objectives mentioned above.  The scope of quality system procedures is designed to cover entire gamut of activities carried out by the Corporate Finance & Accounts Department.

Authority for Documentation

3.0
Authority for Documentation

This procedure is approved by Executive Director (Finance) and can be amended only with his approval.

4.0 
Responsibility & Authority for Implementation
The activities in Corporate Finance & Accounts Department are suitably arranged under various Sections as brought out in the organizational chart enclosed at Annexure-I.  Concerned sectional Head and their reporting officers are accountable and responsible for implementing this procedure within their respective section.  The responsibility for overall implementation within the department rests with Executive Director (Finance).
5.0 Procedure

5.1
Construction Budget (Annual Plan), Revenue Budget, Budgetary control, inputs for long term financial plan (5 year Plan and 10 year projections) and MOU targets.

5.1.1
Construction budget encompassing annual budgeted expenditure against all construction activities of POWERGRID is prepared every year in the month of September.  The budget includes revised estimates for the current financial year and budget estimates for the following financial year.  The budget is prepared based on existing construction activities schedule and instructions contained in budget circular.  The budget is prepared for each individual project and consolidated on regional and corporate basis in the same order.  The budget follows instructions issued by Planning Commission and Ministry of Finance through the administrative Ministry and is discussed within the company with participation from concerned corporate and regional department.  The finalized construction budget proposal is submitted to the Ministry of Power and discussed therein before submission to Planning Commission for its consideration and integration into the overall Plan of the sector and country.
5.1.2 Revenue budget estimates revenue operations of  POWERGRID and identifies budget estimates of Operation & Maintenance expenditure, gross margin, depreciation, revenue interest and finance charges, profit before tax, tax and deferred tax, profit after tax, proposed dividend and profit after tax and dividend.  The revenue budget is prepared annually based on circular issued by Corporate Finance & Accounts Deptt. And follows economy instructions issued by the Government of India through the administrative Ministry.
5.1.3 The construction and revenue budget serve as effective tool for budgetary control of construction and revenue expenditure.  The report of budget vs. actual expenditure is compiled and submitted to the Management on regular basis and constitutes an important tool for management review of construction activities and operational performance.

5.1.4 Long term financial plans comprising of five year plans and ten year projections (for multi-lateral institutions) require inputs and vetting from Corporate Finance & Accounts Deptt.  The inputs for actual figures is provided by Corporate Finance & Accounts Deptt and basis of anticipated revenue, expenditure (capital and revenue), debt servicing, realization of current and past dues, taxes and proposed dividends is scrutinized and vetted in Corporate Finance & Accounts Deptt.
5.1.5 MOU targets contain 50% weightage for financial targets.  These targets are derived from existing and anticipated financial position of POWERGRID by Corporate Finance & Accounts Deptt. Based on Financial statements and revenue budget targets/statement of Internal and Extra Budgetary Resources.

5.1.6 Activities related to Budget preparation, budgetary control, inputs and long term financial plan and MOU targets are handled by Budget Section of Corporate Finance & Accounts Department.

5.2   
Financial resources statement and mobilization of domestic resources

5.2.1 A statement showing annual financial resources required for meeting the anticipated annual capital and revenue expenditure is prepared by Corporate Finance & Accounts Deptt.  The internal resources are estimated based on anticipated revenue, expenditure, interest and finance charges, taxes, dividend, debt servicing and expected realization of billing.  The External Commercial Borrowing including funds from multilateral resources are estimated based on contracted and anticipated loans.  The financial support from Govt. of India in the form of Grant and Equity is estimated based on existing and future sanction.  The funding gap after considering internal resources, ECBs and Government support is identified for mobilization from domestic sources.  Activities related to financial resources statement are handling by Budget section of Corporate Finance & Accounts Department.

5.2.2 The domestic resources in the form of bonds and term loans is raised by Corporate Finance & Accounts Deptt following a judicious mix.  The resources are raised on a competitive basis in a transparent manner with due participation of Corporate Planning Deptt.  The bonds are raised based on rating obtained from top national credit rating agencies, following SEBI guidelines and listed in National Stock Exchange and Delhi Stock Exchange with due compliance of listing agreement.  The domestic resources raising related activities are handled by Bonds Section of Corporate Finance & Accounts Deptt.

5.3 Input for tariff norms and tariff fixation:

The tariff for transmission related services provided by POWERGRID is regulated and governed by CERC based on norms notified by it. Corporate Finance & Accounts Deptt. Assists Corporate Commercial Departmnt in providing inputs (such as basis of computing operation and maintenance expenditure, availability based incentive, depreciation etc. evolved based on its experience and sector development needs) to CERC during the course of evolving tariff norms.  The Corporate Finance & Accounts Department provides inputs such as actual cost of transmission assets, its financing details along with terms and condition of financing are derived from underlying financing agreements.  The tariff related inputs/activities are handled by Commercial Finance Section of Corporate Finance & Accounts Department.
5.4 Financial Scrutiny
The Corporate Finance & Accounts Department undertakes financial scrutiny of feasibility reports and cost estimates to assess reasonability of cost and viability of projects.  The department also scrutinizes qualifying requirements and packaging concepts to assess their suitability for promoting competition during bidding process.  The entire process of bidding commencing from issue of bids till award of contract to successful bidder is undergone with due participation of Corporate Finance & Accounts Department to ensure financial scrutiny and pre-audit of the process.  The scrutiny is based on compliance of bidding conditions and established policy and procedures for contracting procurement and works.  The financial scrutiny activities are handled by Concurrence Section of Corporate Finance & Accounts Department except for business development, telecom diversification, joint venture and privatization and APDRP which are handled by separate Sections identified for the purpose.

5.5 Processing of claims and advances:

Claims and advances originates from contractors/suppliers, employees and outside agencies such as Port Trusts, Customs and Excise authorities etc.  The Corporate Finance & Accounts Department handles all claims and advances including those relating to superannuation benefits.  As brought out in the organization chart referred at S.No.4.0 there are four separate sections within Corporate Finance & Accounts Department identified for dealing with claims and advances relating to foreign contractors made in foreign currency (International Finance Section), claims and advances relating to domestic suppliers and contractors (Misc Bill Section),  claims and advances relating to employees (Establishment Section) and claims and advances relating to superannuation benefits (Gratuity, Provident Fund & Pension Section).  Each claim/advance is processed by the respective section as per established procedures and delegation of power with due statutory compliance.
5.6 Cash & Bank Operation:

In view of wide spread cash receipt and cash payment centers located throughout the organization POWERGRID follows a centralized cash planning system.  Corporate Finance & Accounts Department enables efficient cash and bank operation throughout POWERGRID to facilitate timely availability of funds for undertaking its construction activities and meeting its operational requirements.  All bank accounts are approved for opening and operation by Corporate Finance & Accounts Department.  The availability of funds is monitored by Corporate Finance & Accounts Department on day-to-day basis to identify short term surplus funds and to ensure minimum idling of funds.  The cash and Bank section of Corporate Finance & Accounts Department co-ordinates and handles all treasury related activities of POWERGRID.

5.7 Accounting System, Books & Financial statement:

The Corporate Finance & Accounts Department designs and operates the accounting system of POWERGRID.  The accounting system follows the chart of accounts developed by Corporate Finance & Accounts Department.  The Department also ensures compliance with statutory requirements for maintenance of accounts and preparation of financial statements apart from following established professional accounting standards.  The accounting policies of POWERGRID are prepared by Corporate Finance & Accounts Department.  All accounts related activities are handled by Books Section of Corporate Finance & Accounts Department.

5.8 Co-ordination of auditing activities:

The Corporate finance and Accounts Department co-ordinates all internal auditing related activities of POWERGRID.  The internal audit function is carried out largely by engaging professional accounting firms baring limited audit by identified internal audit officers within POWERGRID.  The statutorily required physical verification of inventories is also out sourced to professional accounting firms.  The internal audit and physical verification activities are carried out in accordance with audit charter/manual and terms of reference of accounting firms.  The accounts of POWERGRID are subject to internal audit, statutory audit (conducted by Auditors appointed by Comptroller and Auditor General of India) and Government Audit conducted by Comptroller and Auditor General of India (C&AG).  In addition to the above, C&AG also conducts propriety audit and reviews of various activities of POWERGRID.  All the accounts related statutory and government audit activities are handled by Books Section of Corporate Finance & Accounts Department.  All internal audit, physical verification, propriety audit and reviews related activities are handled by Internal Audit Section of Corporate Finance & Accounts Department.
5.9 Information Technology

Corporate Finance & Accounts Department is in the process of implementing an in-house developed centralized database accounting and management system within POWERGRID.  There are about 160 accounting units in POWERGRID.  The system is designed to maintain and operate on a centralized financial accounting data base.  The system is web based and requires on line connectivity with the centralized server.  In the absence of complete on-line connectivity batch updating process is being used at select locations for updating of centralized data base.  The system is user friendly and can be operated as per the user’s manual.  The system is designed to facilitate preparation of payroll, TDS including related returns, priced stores ledger, bank reconciliation, MIS etc.  All IT system related activities of Corporate Finance & Accounts Department are handled by EDP and system section.

6.0 Measurable Parameters

6.1
Timely preparation of annual plan, financial resources statement, revenue budget and timely submission of financial figures for long term plans and MOU targets.

6.2 Timely preparation of budgetary control statement for management review and MOP’s review.

6.3 Timely identification of requirement and raising of domestic financing resources with due statutory compliance.

6.4 Timely inputs for filing of tariff petitions and evolving of tariff norms.
6.5 Timely scrutiny and vetting of FRs, Cost estimates, QRs packaging proposals, tender evaluation, business diversification and development proposals, privatization and reform initiative proposals.

6.6 Timely processing of all claims/advances with due statutory compliance.

6.7 Timely availability of funds for achieving corporate objectives with minimum idling.

6.8 Timely preparation of quarterly and annual results with due statutory compliance.

6.9 Timely appointment of internal auditors and physical verifiers, action taken in respect of their observations, replies to government audit observations.

6.10 Timely implementation of centralized financial management systems.

7.0 List of records with retention time:

All finance and accounting records are required to be retained for a period of eight years as per applicable statute.  The major records maintained by Corporate Finance & Accounts Department are:

a) Records related to Construction & Revenue Budgets and Financial Source statements.

b) Records related to raising of domestic financing resources.

c) Records related to cost of transmission assets and their extent of financing with underlying terms and conditions as considered in tariff petitions.

d) Primary records of accounting viz. journal vouchers, Bank & Cash payment vouchers, bank & cash receipt vouchers alongwith attachment, General & Subsidiary Ledgers, trial balance, financial statements with attached schedules, statutory records viz fixed assets register, tax returns etc and records related to preparation of quarterly and annual results, bank reconciliation statement and statutory audit related papers.
e) Internal audit and physical verification reports, Government propriety audit an review observations and reports.

f) IT system design, development and implementation related documents.
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