FROM THE EXECUTIVE DIRECTOR’S DESK...

It is indeed a pleasure to present the Annual Report for 2007-08. For this year we have named it as “Promoting
Development Effectiveness”. If we have to sum up the focus of FMSF, it would be to promote development
effectiveness. FMSF exists to ensure that there are accountable systems and processes within the development
sector which would lead to development effectiveness.
During the year FMSF has undertaken a number of initiatives which have made significant impact on
voluntary organizations in South Asia. Through our capacity Building training programs, monitoring
initiatives, publications, websites and other initiatives we have tried to reach many voluntary organizations.
We have also provided accompaniment process to organizations in South Asia.
With these words I invite you to go through the details of major initiatives for the year 2007-08

(Sanjay Patra)
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1. FMSF - A Snapshot
Financial Management Service Foundation
(FMSF) is a development resource organization
working in the voluntary sector in South Asia.
FMSF believes that “accountability” of
development organizations is of paramount
significance and strives for enhancing the same
through its various initiatives and activities.
All the activities of FMSF can broadly be
categorized into three areas:

FMSF. The distance education program of
FMSF was in the pipeline for some time. The
course was opened for online registration on
the 15 th of October 2007. The response
received was very over whelming. The course
is scheduled to begin on the 1st of August 2008.

1. Financial Monitoring (FM)
2. Training Research & Publications (TRP)
3. Consultancy Assessments, Reviews &
Evaluations (CARE)

(Evangelischer Entwicklungsdienst), Germany
for Project Monitoring. During the period, FMSF
has also identified certain key & crucial issues
that emerged out of monitoring & evaluations
of partner organizations which were taken up
for further discussion and follow-up.

The activities under each core area will be dealt
with in detail in the succeeding sections of
the Annual Report.
Overall, the year has been very fulfilling for
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In the area of monitoring, FMSF has provided
inputs on developing the PME (Plannning,
Monitoring and Evaluation) systems of EED

The Social Audit methodology developed by
FMSF was further disseminated through
training for the Christian Aid Partners in South
5

India. The training was very enriching for FMSF
as well as responses from the partner
organizations were very encouraging.
Apart from the above, various assignments
were conducted by FMSF for both national as

Annual Report 2007 - 2008

well as international development agencies.
The journey through the year has been very
enriching, and it has been made possible with
the support & cooperation of our partners &
affiliates.

6

I . Program
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2. Financial Monitoring (FM)
One of the key activities of FMSF since its
inception has been the financial monitoring of
Development projects. The whole idea of
financial monitoring at FMSF is to facilitate
smooth transfer of funds from donor agencies
to the implementing organizations for effective
implementation of programs.
The process of financial monitoring involves:


Close interaction with partner
organizations through periodical
visits to field areas and regular
contacts.



Ensuring regular submission of
financial and progress reports.



Analysis of Financial and Progress
Reports and monitoring of the
progress of the project.



Facilitating timely and regular
transfer of funds to the projects.



And developing systems/procedures
to ensure timely closure of projects.

Effective monitoring tools are developed by
FMSF as well.
The partner network of FMSF spreads across
South Asia and covers countries like India
Nepal, Bangladesh, Srilanka and Pakistan.
The total number of EED projects monitored
by FMSF is 158.
During the Reporting period, FMSF received
167 Financial Reports & 143 Progress Reports.
Many new projects were taken up & many
projects were closed as well. In the year 200708, 36 new EED projects were taken up and
24 projects were closed.
Regular partner visits were undertaken by
FMSF staff to get a deeper understanding of
the ground realities.

Status of EED Projects
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Projects Closed

Figure - 1
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FMSF has also provided inputs on developing
the PME systems of EED for its partners. During
this period, FMSF has developed closer
interactions with EED program staff and
finance staff and has helped in further
improving the monitoring systems. FMSF has
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also identified certain key & crucial issues that
emerged out of monitoring & evaluations of
partner organizations which were further taken
up for discussion with EED.
Apart from EED Projects, FMSF also monitors
24 projects of Bread for the World (BftW).
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3. Training, Research & Publications (TRP)
TRP includes the three distinct activities of
Training, Research & Publications undertaken
by FMSF. The idea behind the clubbing of these
three activities is that these activities would
feed into each other. Research activities
provide the background for conducting
trainings. Publications of FMSF are also the
outcome of the Research at FMSF. These three
activities will be dealt with more specificity in
this section
Trainings: FMSF imparts trainings in two broad
forms; one is through the long distance
education mode and the other is through
workshops.
Diploma in Financial Management &
Accountability (DFMA): The DFMA
program is a recent initiative of FMSF
in partnership with the Tata Institute
of Social Sciences (TISS), one of the
premiere educational institutes of the
Country. This program is a pioneering
initiative as it marks the convergence
of the academic realm and the Voluntary
Sector. It caters to the unmet demand
of sustained financial management
trainings for the Voluntary Sector. The
course is a blend of the online & long
distance mode. This is the first and only
diploma
program
on
financial
management
of
not-for-profit
organizations.
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The registration for the course was
opened on the 15th of October 2007.
The first batch is scheduled to commence from the 1st of August 2008.
Workshops: FMSF has been conducting
various workshops on the areas of
financial management, legal regulations
& governance related areas. FMSF
organizes workshops as well as
facilitates session in workshops
organized by other agencies.
During the reporting period, FMSF
organized 3 workshops & facilitated
various sessions in 7 workshops. The
list of workshops organized as well as
facilitated by FMSF is given below:
Research:
One of the pioneering efforts of FMSF in the
field of Research was to develop a
methodology of Social Audit. The aim of
developing the methodology was to provide a
step by step guide to NGOs in conducting a
social audit which will enable them to enhance
their accountability to stakeholders.
During the year 2007-08, the process of social
audit was taken a step further. In the previous
year 2007, the Research work was published in
the form of a handbook. In 2008, FMSF
conducted a training of Christian Aid partners
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in South India on the methodology of
conducting Social Audit.
The success of any concept or process is largely
determined by its relevance and usage. This
training was significant because through the
training, the methodology was shared with
field officers who would further implement it
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in their respective field areas. The training
Program on Social Audit was attended by
about 12 partner organizations of Christian Aid.
The methodology used for the training was
through case studies & role plays. The feed
back received from the participants about the
impact of the training on Social Audit was
very encouraging.
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Publications:
FMSF till now has published six books. The
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number of books sold during the year are as
follows:
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INTERface:
FMSF also publishes a quarterly journal that
covers legal, financial & governance related
issues pertaining to the Voluntary Sector.

During the year, INTERface completed seven
years of its publication. Feedback was sought
from readers on the journal. The feedback that
was received was very encouraging. The
feedback also included the topics on which

the readers wanted articles to be published.

o

How to Design a Governance
Manual

The major sections focused in the journal are:





Financial Management
o Accrual Basis of Accounting
o Accounting & Reporting
o Plans & Budgets
Governance
o Roles & Responsibilities of the
Chief Executive Officer
o Designing Governance Processes
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Current Issues
o Impact of the Finance Act 2008
on business Activities of NGOs
o NGOs in the Wonderland of
FCRA
o National Policy on Voluntary
Sector.
o A Critique of the proposed

15

o

Foreign Contribution Regulation
bill, 2006
Union Budget 2008

o

o


Legal Aspects
o Basic Features of the Himachal
Pradesh Societies Registration
Act, 2006
o Office or Place of Profit in the
backdrop of Voluntary Sector
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o
o

The Micro, Small & Medium
Enterprises Development Act,
2006 An Overview
Forms of Registration as a Non
Profit Organization
An overview of the Minimum
Wages Act, 1948
The Micro – Financial Sector
(Development & Regulation Bill),
2007 – Key Features & Highlights
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4. Consultancy, Assessments, Reviews and Evaluations (CARE)
CARE includes all the assignments related to
evaluations, assessments reviews conducted
by FMSF for other agencies. Various national
as well as international development agencies
approached FMSF during the period for various
assignments.

⇒ monitoring of the Financial
Accounting practices of the
partners and accompaniment to
be provided to partners regarding
the conditions set by the
European Commission and basic
financial management of the
organisation;

The various assignments conducted by FMSF
during the reporting period are as follows:


Project Accompaniment to Christian Aid
(CA) for European Commission funded
European Initiative for Democracy and
Human Rights (EIDHR ) project on “Civil
Society approach towards achieving
equality and the realization of the Rights
of Scheduled Castes in India”



FMSF was approached by BftW,
Germany for monitoring some of the
projects funded by it. The services to
be rendered to BftW by FMSF includes
assessment of audit report, financial
reports, narrative reports, requesting
corrections or additional information
from partner organizations whenever
BftW reporting standards would not be
fulfilled. Respective Project coordinators
from FMSF would make field visits to
the project partners. Training, coaching
and capacity building for selected
partner organizations would also be
conducted by FMSF.

The objective of the accompaniment
was to enable Christian Aid and its
partners to financially implement and
report on the program according to the
conditions set by the European
Commission and Christian Aid. The
accompaniment process started in
December 2006. By the end of the year
FMSF had already completed PreFunding Appraisal of 8 selected partners
and in the coming year would be
responsible for:
⇒ facilitation and capacity building
of EIDHR partners regarding the
conditions set by the European
Commission;
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Project Monitoring and Capacity
Building for 15 Indian Partner
Organizations of Bread for the World
(BftW)



Assessment and Accompaniment in
establishing Financial Management
Systems and procedures: FMSF is

17





facilitating the capacity building
initiatives of MISEREOR which is a
Resource Agency based in Germany.
This includes the Assessment,
Accompaniment and Mentoring in the
areas of Financial Management,
Compliance to Legal Requirements and
Governance aspects of its selected
partner organizations.

resume their normal life. After the
completion of the Tsunami Programme,
an evaluation was organized by Caritas
India on this programme in these 3
states. The evaluation aimed at looking
into the 3 components of the Tsunami
intervention – Shelter Programme
(Housing), Financial Management and
Social Equity.

MCITRA, one of the partner
organizations of MISEREOR in Kerala,
has been provided the Assessment and
Accompaniment service in establishing
the financial management systems and
procedures. Mentoring aspect is being
worked out presently.

FMSF was involved in undertaking the
financial evaluation of the Tsunami
programme in the above 3 states.
The objective of this evaluation was to
review and report whether the project
agreement between Caritas India and
the implementing partners are adhered
to and to undertake the financial
management review of the books of
account and other related records of
this project. The assignment also
included evaluation of the
quality of
accounting records and financial
reporting and the related legal
compliances.

Assessment of Compliance of Minimum
Standards laid down by Credibility
Alliance for organizations in Bihar
Credibility Alliance was undertaking the
assessment of compliance of the
Minimum Norms laid by them with their
member organizations. FMSF was
approached by Credibility Alliance to
conduct the above assessment. The
assessment included visit to 8
organisations based in Patna, Bihar for
compliance of Minimum Standards
during March 2008.
Caritas India Tsunami Evaluation:
Caritas India, a National Organisation
based in New Delhi, through the various
Diocesan Social Service Societies
located in Tamil Nadu, Kerala and
Andhra
had
initiated
relief,
rehabilitation; reconstruction and
development activities for Tsunami
affected areas in Tamil Nadu,
Pondicherry, Kerala, Andaman islands
and Andhra Pradesh to meet their basic
needs, rebuild their livelihoods and
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FMSF carried out the evaluation during
May & June 2007. This was followed
by a debriefing meet with all the
dioceses involved in August 2007 and
the final report was brought out during
October 2007.


Baptist World Aid Australia (BWAA):
FMSF was approached by BWAA to
undertake the organizational evaluation
of its partner organization Baptist Aid –
BBCF based in Dhaka, Bangladesh. The
evaluation included financial as well as
related governance aspects of the
organization. One of the major
recommendations of the evaluation
process was to strengthen the financial
management and organizational
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management systems. FMSF is currently
working on the accompaniment process
as well.




Financial Review of NAVSARJAN:
Financial Evaluation of MISEREOR’s
partner organisation Navsarjan was also
undertaken during the period. The
objective of the evaluation was to to
assess the organizational capacity and
management systems and to assess the
effectiveness of Governance of and the
financial management Review of
financial systems was undertaken
during september 2007 which was
followed by a dby a debriefing meet
during early october 2007. The final
report was also brought out during
october 2007.
Swiss Development Cooperation(SDC)
- Financial Review of TVSG:
Financial Review of Trust for Village
Self Governance (TVSG) for Swiss
Development Co-operation (SDC) was
carried out by FMSF during February,
2008. The objective is to carry out a
financial management review of the
existing overall Financial Management
System including accounting and book
keeping, internal control and external
audit system of TVSG in order to help
the organisation strengthen itself in line
with its context, size, own needs,
various donor requirements, its present
as well as potential area of development
work.
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Interchurch Organisation for
Development Co-operation (ICCO),
Netherlands-Dishari Project
FMSF
cooperated
with
ICCO
Netherlands for providing them
accompaniment in preparation of
budget of a project called DISHARI
which involved 5 partners. The budget
was prepared for submission of a project
proposal to European Union. The budget
was prepared in consultation with ICCO
and the partners.



Christian AIDS/HIV National Alliance
(CANA):
During this period, FMSF was
approached by The Christian AIDS/HIV
National Alliance (CANA) to help them
prepare a Finance Manual for their
organisation. This manual was prepared
and submitted to CANA.



Janvikas, Ahmedabad
FMSF also conducted a brief financial
appraisal of the governance and the
financial systems of Janvikas an
organisation based in Ahmedabad for
Swiss Development Cooperation (SDC).

Apart from these specific assignments, a
number of other queries relating to, incometax, registration, FCRA etc were received and
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replied through e-mails. The total number of
queries recived during the year was 63 out of
which 18 queries were regarding Income Tax,
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30 queries were regarding the Foreign
Contribution Regulation Act (FCRA) & 15 were
regarding other legal aspects relating to
development organisation.
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5. Other Areas of Involvement
Apart from the three core areas, FMSF is
involved in other areas of work which are:





Lobby & Advocacy
Websites
FEAT
NAN



Lobby & Advocacy:
o



Section 2(15): In the Union Budget
2008, there was an amendment
proposed under section 2(15) for
change in the definition of charitable
purpose. Since this proposed
amendment directly affected the not
for profit sector, FMSF drafted a
memorandum for circulation among
the partner constituency to appeal
to the finance ministry to reconsider
the amendment for the cause of the
sector.

Websites: FMSF is engaged in
disseminating relevant and useful
information in the voluntary sector
through its various websites. It has five
highly informative websites. Apart from
the
organizational
website
(www.fmsfindia.org) there are four
other specialized sites.
They provide information on various
issues like
o
Legal
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o
o

o

(www.legalissuesforngos.org),
income tax related matters
(www.incometaxforngos.org)
Procedures relating to Foreign
Contribution.
(www.fcraforngos.org)
Social Accountability Aspects
(www.socialaccountability.net)



FEAT: FEAT is a network of finance
consultants engaged in the voluntary
sector
in
providing
necessary
consultancies in the area of financial
management and related areas. The
membership of FEAT has remained the
same as in the previous year. The
services of FEAT members are used from
time to time in other advocacy
initiatives. Some of the FEAT members
are also involved in the DFMA (Diploma
in
Financial
Management
&
Accountability) Program as faculty.
Many of them also act as accompaniers
and consultants to various partners that
FMSF works with.



NAN: NGO Accountants Network (NAN)
was formed during January 2005 with
the following objectives:
o

to build a pool of expertise

o

to sensitize on the field realities
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o

to enable mutual learning

o

To capacitate NGO Accountants
on new methodologies in
Financial Management.
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At present, there are 120 NAN members. As
the membership of this network is constantly
growing, efforts are now being made to make
it a subscription based network with a minimal
subscription fee.
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6. FMSF Programme Centre
FMSF also runs a Program Centre in its office
premises. It is an initiative to provide support
to various development organizations and like
minded agencies in conducting workshops and
organizing training programs. It also offers

Some of the organizations that availed the
facilities of the FMSF Program Centre during
the year are:







CNI-SBSS
Rotary International
Habitat for Humanity
EED, Germany
BftW, Germany (Bread for the world).
India Habitat Centre
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accommodation facilities at reasonable contribution. Various NGOs and development organizations during the year have sought the services of FMSF Program Centre.









MCAS (Murray Culshaw Advisory
Services).
EFAC
Light Foundation
CNI Evaluation Commission
IGSSS (Indo Global Social Service
Society).
EFICOR (Evangelical Fellowship of
India Commision on Relief).
TISS (Tata Institute of Social
Sciences).
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7. Other Events
Visit of Mr. Mawuli Akpaki: During July, 2007,
Mr Mawuli Akpaki from EED Local Support
service-GESURI in Togo visited FMSF in order
to understand FMSF, its work, the process of
monitoring at FMSF & other processes. He also
visited some of the EED partner organizations
during his visit.

Strategic Planning Meeting: The strategic
Planning Meeting of FMSF was held during
the month of October 2007. The overall
objective of the Strategic Planning Meeting
was to review the activities of FMSF & discover
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synergies, strengths and weakness and finally
envision the future of FMSF. Mr. Ashok Chako
was the facilitator of the process. The entire
process included various exercises, discussions
and deliberations. It started with a review of
activities which was followed by a session on
discovering strength, weaknesses and
synergies. The dreams of the various people
involved in FMSF were also discussed and
based on the above three activities, the vision
and mission of FMSF was revisited and relooked into. The meeting was very enriching
as it provided a lot of valuable insights about
FMSF and its future course of action.
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II. Governance
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8. Governance - an overview
into governance of many Voluntary
Organizations in India.

1. Board of Trustees:
The Board leads the organization. It has the
ultimate authority for directing the affairs of
the organization and to ensure that the
objective for which it has come into being is
achieved.


e. Trustee - Mr. C.B. Samuel is an
experienced resource person and is
heading a network of voluntary
organizations known as PRABHAAV. He
has been involved in various mentoring
and counseling processes in the
Leadership Development in NGOs. He
has also been involved in building
capacities in the areas of programme
and governance matters in the
development organizations.

Composition: FMSF has a highly multiskilled Board of Trustees. EED is always
represented in the Board of Trustees.
a. Chairman – Bishop (Dr.) C.L. Furtado
is a retired Bishop of Church of South
India. He has rich experience of
governance of faith based as well as
secular Voluntary Organizations. He has
an outstanding track record of
management of various organizations.
b. Trustee - Ms. Rosemary Viswanath is
an Organizational Development expert
having rich experience in the Voluntary
Sector. She has been involved in many
study and evaluation processes that has
contributed
in
strengthening
organizational processes of NGOs and
has wider knowledge of the grassroot
realities
of
the
development
organizations.
c. Trustee - Dr. Cornelius S. Walter is
the former Director (South Asia) of the
Leprosy Mission, a charity based in U.K
and operating in many parts of the
world. He is experienced in governance
of many hospitals and other community
health organizations.
d. Trustee - Dr. (Ms.) Nalini Abraham is
presently working as advisor to Plan
International in India. She is a renowned
consultant in community health and is
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f. Trustee - Prof. (Dr.)Vidya Rao is from
the academic background and is the
professor of the Department of Social
Welfare Administration in the Tata
Institute of Social Sciences, Mumbai.
She brings in rich academic background
and contributes in FMSF’s capacity
building initiatives to be more effective.


Board Meetings: The Board of Trustees
meets once in six months to review the
work of the organization and in making

2. Audit: FMSF has a clear policy for audit.
The Statutory Auditors are appointed in the
Annual General Meeting of the Board of
Trustees and their remuneration is fixed. The
Audit Report along with the Management
Report is received by the Board of Trustees.
The Internal Audit is also carried out at regular
intervals and the recommendations are
considered by the strategic core team.
3. The Staff Team:
The staff team consists of people from various
backgrounds like chartered accountants, I.T
proffessionals, rural management professionals
etc. The staff team at FMSF is led by Mr. Sanjay
27

Patra, Executive Director. During the year, Ms.
Ruhy Narang & Mr. Sameer Thapa left the
organization & Esha Sharma & Kshitij Thakur
joined FMSF. The staff team of FMSF as on
31st March 2008 is give below:



















Aarti Sharma
Amit Choudhry
Anil Sharma
Anuradha Singh
Dharmedra Singh Rawat
Esha Sharma
Kshitij Thakur
Madhuchhanda Mishra
Pooja Bagga
Prashant Sahoo
Rajman Yadav
Ram Bahadur
Renu Arora
S.P.Selvi
Sandeep Sharma
Sanjay Patra
Sapna Singh
Sougat Sarkar

4. Performance Appraisal - The Board evaluates
the performance of the Executive Director once
in three years. The process includes feed-backs
from the Board Members, EED and certain staff
members. The performance of the staff is also
evaluated every year. For this purpose, a
structured format is used. The appraisal is
participatory in nature.
5. Legal & Donor Compliance - FMSF is a
registered Public Charitable Trust. It is also
registered under the Income Tax Act, 1961 and
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the Foreign Contribution (Regulation) Act,
1976. Filing of audited reports and returns are
regularly made as required under the legal
framework. Further, FMSF also complied with
the reporting requirements of the resource
sharing
agencies
like
EED,
BftW,
ICCO,Christian Aid, Miserear., with whom it
has participated during the year.

6. Additions to Fixed Assets: During the year,
the fixed assets that were acquired basically
included computers, furniture and other office
equipments and vehicles worth Rs. 4,31,238/7. Sustainability:
7.1. Financial Sustainability: The
sources of resources continue to be
derived out of services rendered against
the major thrust areas. Some of the
specific aspects that contribute in
resource mobilization of FMSF are:


Working with other donors:
FMSF, primarily, receives support
from EED for the financial
monitoring of development
projects supported by it.
However, it is also working with
other funding agencies such as
Bread for the World (BftW),
ICCO, Christian Aid, MISEREOR.,
etc. This has enabled FMSF to
receive support from these
agencies for the services
rendered to them.
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Training fees from workshop:
FMSF receives contribution
towards course fees from the
participants for the workshops
and trainings organized by it.

Format for NGOs, Accrual Basis of
Accounting for NGOs, and Specific
Accounting Standards for NGOs etc. will
contribute
towards
programme
sustainability.



Income from “Programme
Centre”: FMSF offers conference
/ meeting facilities as well as
accommodation facilities in its
Programme Centre at nominal
contribution to like-minded
organizations and agencies.
Through this facility, FMSF raises
income.

8. Conclusion:
FMSF is stepping into another year wherein
the various initiatives are to be taken forward.
At the same time, the achievements of the
past year would not have been possible
without the co-operation and hard work of
FMSF team who exhibited enormous
commitment.

7.2 Programmatic sustainability – FMSF
believes that sustainability is not only
linked with financial resources but it also
includes
organizational
and
programmatic sustainability. The recent
intitaive of DFMA would also provide
programmatic sustainability. The followup of the recommendations of the FEAT
(Forum for Ethics Accountability &
Transparency) Confluence on aspects
such as standardizing the Reporting
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The continuing support and co-operation
extended by EED and other agencies like Bread
for the World, ICCO, Christian Aid, MISEREOR
has enabled FMSF reach new heights.
The Board of Trustees of FMSF has been very
supportive and encouraging in all our
endeavors.
With renewed spirits, FMSF is entering into a
new year of emerging challenges.
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III. Finance
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Responsibility Statement
FMSF Confirms:
1. That in the preparation of Annual Accounts, the applicable Accounting Standards have been
followed.
2. Sufficient care has been taken for maintenance of adequate Accounting Records in accordance
with the necessary requirements of Income Tax Act, 1961 as well as Foreign Contribution
(Regulation) Act, 1976.
3. The Statutory Auditors have performed their task in an independent manner and every care
has been taken to ensure their independence. The management report submitted by the
Statutory Auditors has been considered by the management.
4. Internal Audit has been conducted on a periodic basis and the recommendations have been
incorporated duly.

5. During the day-to-day operations of the organization, ethical accountability, value for money
and environmental concerns has been given highest priority.
6. None of the members of Board of Trustees has been given any honorarium and none of them
occupies a place of profit in the organization.
7. That no part of its income during the previous year has been applied or used directly for the
benefit of:
(a) The Author or Founder of the Institution
(b) Any person who has made a substantial contribution to the trust
(c) Any trustee of the trust
(d) Any relative of the Founder or Trustees
(e) Any concerns in which the above mentioned category of persons have substantial interest.
(As required under Sec. 13(3) of Income Tax Act, 1961)
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