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Public Financial Management System

2. An overview of
the Public Financial
Management System
(PFMS)

The Public Financial Management System (PFMS) is a web-based application
for payment, accounting, and reconciliation of government transactions

About PFMS

The PFMS scheme has been rolled-out by the Controller General of Accounts (CGA) of India as a Public
Finance Management (PFM) reform in the country. The objectives are to promote:

e Accountability to show the utilization of public funds

o Transparency for ready access to reliable, comprehensive, understandable, and internationally
comparable information on government activities

o Predictability for a uniform and an effective enforcement of documented lawful procedures

Why PFMS?

« To provide a robust system to ensure requirement based “Just-in-Time”* fund release. This helps to
reduce idle float funds that held for a “Just-in-Case”** scenario.

+ To provide stakeholders with a reliable and meaningful management information system and an
effective decision support system.

« To become, in the course of time, the only platform for Direct Benefit Transfer (DBT) or G2P payments
across India.

+ Tointegrate with the Core (Centralized Online Real-time Exchange) Banking System of banks to offer
unique capability to push online payments to virtually every beneficiary or vendor.

*Just-in-Time: A strategy to increase operational efficiency by receiving funds only when required in order to reduce inventory costs.

**Just-in-Case: A operation management strategy to minimize the probability that funds will run out thereby parking large funds on standby.
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The PFMS has four key functions and operates in a four tiered structure

& A

Fund flow Direct benefit
management /\ transfers
Original function since 359 (ason
the inception Dec. 2018)

( ,7 PFMS |

Payment receipt
and accounting
Since Oct, 2015

Non-tax receipt
portal
Since 2016

As of March 2020, there are 2.7 million program implementing agencies registered on the PFMS.

Over 1800 central and state government schemes are now on-boarded on the PFMS platform.

Four-tiered project organization structure

The Project Implementation Committee

\{z\, , This level comprises a State Advisory Group that is headed by a
\,\‘Z' / Chief Secretary or Additional Chief Secretary of Finance and
L/ Planning. All Administrative Secretaries are the members, and

&/ the head of SPMU is its member Secretary. All technical issues

are overseen at this level.
CPMU

Central Project
Management Unit

The state government provides manpower for this
SPMU

- unit. It is also responsible to assign one Junior
@A‘Z’I/ State Project Officer from Accounts and Treasuries. The SPMU
< Management Units oversees the district unit.
",)37/,

These units oversee the training and
coordination of personnel. The SPMU provides
the manpower through outsourcing.

DPMU
District Project
Management Units

Source: PIB report, March 2020
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The government mandates have molded PFMS to deliver four key functions

Fund flow monitoring

« Thistechnology helps track the funds provided to various implementing agencies.

«  The monitoring of funds allows stakeholders to track their use by multiple implementing agencies of the
central and state governments in real-time.

Direct Benefit Transfer (DBT) module

« PFMS facilitates the transfer of benefits to validated bank or Post Office accounts of beneficiaries.

« This ensures that the money is transferred into a legitimate account, thereby reducing the risk of
misdirected payments.

EAT module

« Postregistration, the Program Implementing Agencies (PIAs) can use the Expenditure-Advance-Transfer
module (EAT module) to transfer funds or advances to lower-level agencies. These agencies can also
make e-payments to vendors, employees, and beneficiaries.

+ Thisis an extremely important functional module of PFMS to monitor the ultimate utilization of funds.
Out of 1.79 million registered agencies, 26,011 agencies are using the EAT module.

The Non-Tax Receipt Portal (NTRP)*

« This provides one-stop services to deposit any fees or fine or any other money (other than tax) into
the Government Account. It aims to provide year-round electronic services to deposit the money into
Government Accounts using internet-based payment technologies.

Bridging the gap

~USD 20 billion Idl_e centr.al fu'nds at the implementing agencies or state-level at any
point of time in FY18

~USD 12.6 billion Current float funds after the implementation of just-in-time transfers

SRR Y B A1 {iTeYs B Has been saved till March 2020

* Non tax receipt is government income as dividends and profits from its profit-making public enterprises (PSUs) and the interest on government loans.Data mentioned, as on August, 2018
Source: PFMS: A smart move by government could save Rs 10,000 cr taxpayer money, The Financial Express, August, 2018

PIB report, March 2020
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Public Financial Management System

3. History and -
evolution of PFMS §

Milestones of the direct benefit transfer (DBT) on the PFMS platform

The Government of India started the Direct Benefit Transfer (DBT) program on 1st January, 2013. The aim
was to reform the government delivery system by re-engineering the existing process in welfare schemes
for easier and faster flow of information or funds. The government also ensured accurate targeting of the
beneficiaries, de-duplication, and reduction of fraud.

2009
« In 2009, DBT was implemented in four
states for four government programs

«  The PFMS was earlier known as the ‘ 77777777777777 2011-12
Central Plan Schemes Monitoring System ; A pilot of MNREGA, a rural employment
(CPSMS) | guarantee program, in Bihar was commenced
E:C’ 2|(|)|-lf hed in all districts or MNREGA 0 2013
ase Tl taunched i afil districts orfiliRELA = 0 «  First DBT payments for the National Rural

300 districts. It had all the schemes. Health Mission, Puducherry

«  DBT payments, Phase I: Launched in

2017-18 January, 2013, in 43 districts. It had 27
« InFY2017-18 all subsidy schemes, except schemes.
for LPG and fertilizer, are being «  DBT payments, Phase II: Launched
implemented through PFMS. Only three in October, 2013, in all districts of Puducherry.
ministries—Defence, Railway, and Post and i
Telegraph (Communication)—do not use 2019-20
PFMS. ) S +  Transactions through PFMS in FY 2019-20 More
«  Transactions through PFMS in the FY than 1 billion DBT transactions
2018-19* Amount in USD: 38 billion (INR 2.67 trillion).
«  Number of transactions: 5,536,65,322 5 «  On March 30t2020, in a single day, 21.9 million
+  Amountin USD: 316,896,473,094 ® transactions were made across departments.

This is highest till date in a single day.

*PFMS transaction data as on 16th February, 2019
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https://dbtbharat.gov.in/data/events/PFMS_Imphal.pdf
https://dbtbharat.gov.in/page/frontcontentview/?id=MTc=
http://nrega.nic.in/netnrega/home.aspx
http://petroleum.nic.in/dbt/whatisdbtl.html
http://fert.nic.in/dbt
https://pfms.nic.in/NewDefaultHome.aspx
https://pib.gov.in/PressReleseDetailm.aspx?PRID=1616022
https://www.hindustantimes.com/india-news/when-govt-made-21-9mn-e-transactions-in-a-day/story-O6ebyIknRQ93MmM35mB8OL.html
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The building blocks of the PFMS ecosystem

Treasuries

National
Informatics
Centre

(0]}

Reserve Bank
of India

02

Implementing
agencies

01. Treasuries
Integrated with state treasuries to monitor the fund
flow and manage DBT to beneficiaries

At present, all 31 state treasuries are integrated to
PFMS.

02. Reserve Bank of India

Implementing agencies for welfare schemes can also
include autonomous bodies. These entities have to
open an account with the RBI to receive the money. RBI
functions as the primary banker to the Ministries or
Departments in this regard.

Departments or ministries use NPCI to settle
beneficiary payments, which are linked with Aadhaar,
for direct benefit transfer on the PFMS platform.

04. Implementing agencies

Implementing agencies comprise trusts, registered
societies, local bodies, etc. These are registered
mandatorily on the PFMS to monitor bank balances and
track fund flows.

05. Banks
The Core Banking Solution* (CBS) interface of the PFMS is
operational with 362 banks, as on March 2020

06. National Informatics Centrel3

The National Informatics Centre—creator of
e-governance solutions—built PFMS for a better
management of all aspects of public funds

* Core Banking Solution (CBS) interface - a centralized system established by a bank which allows its customers to conduct their business without geo-specific impediments

PIB, 44t Civil Account's Day, March 2020

\ 4
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4. DBT
through PFMS

Beneficiaries
............................... Vo
{1. Implementing Agency (I1A) | {6. Retail Payment Settlement
i+ Identifies beneficiaries- {Agency
E- Uploads the benéeficiaries’ file on : :. Sends money into the bank account
PFMS | of beneficiarieson PFMS
Beneficiary i Names + A A
files {amount to D Validated ’
‘be paid files
\J |
2. Ministry Programme 5'5'"'i\'/ii'ﬁii't'i-'ji'B'é'H'IZKEEBGHt'""""""":
iDivision* i+ Sends the payments file to the Retail |
Prepares e-sanction for validated files Payment Settlement Agency '
- Counter-signs the list on PFMS on PFMS |
................................ e s
_______________________________ S :
:3. Disbursement Officer 4. Accounts Office
- Prepares e-bill in PFMS ______________ J- Checks the beneficiary file

' Prepares to forward the payments flle

Source: Overview of Central Plan Scheme Monitoring System, DBT Bharat

*The payment process of PFMS starts with the Program Division of the concerned ministry. It is tasked with creation of fund sanctions and passing them on for fund disbursement.
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https://www.moneycontrol.com/news/business/budget/budget-2018-central-sector-schemes-and-centrally-sponsored-schemes-explained-2495339.html
https://pfms.nic.in/Static/Implementation.aspx
http://aiggpa.mp.gov.in/images/files/KAIR/Knowledge-Resources/06-Finance/Guidelines%20and%20Manuals/National/Toolkit%20for%20Program%20Division%20&%20DDO.pdf
https://dbtbharat.gov.in/data/documents/archivep3.pdf
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DBT under Mahatma Gandhi National Rural Employment Guarantee Scheme
(MGNREGS) through the PFMS

This program uses NREGAsoft, a local language-enabled workflow-based e-governance system that is
available in offline as well as online mode. The system captures all the activities under NREGA at the levels of
the center, state, district, block, and village.

L m {7. Retail Payment Settlement

€ ennee ‘/ ____________________________ EAgency
“ Sends money to the bank accounts of

beneficiaries

Beneficiaries i
\ , i
1. Local Government functionary | {6. State Bank Account
i+ Generates an electronic pay order | i+ Debits the account to transfer funds
: : i tothe Retail Payment Agency
4
v |
i2. NREGASoft server 5. Ministry Bank Account
i+ The orderis verified and then forwarded; {+ Credits the state-maintained bank
| tothe PFMS server account for the scheme
A
' * ' ' J: '
:3. PFMS server | i4. Ministry Programme Division |
Forwards the order for fund release ‘ « Processes and releases the funds usingi

digital signature. In addition, it sends
release order to ministry bank account !

Source: National Electronic Fund management System, MGNREGA, May, 2016
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http://nrega.nic.in/Netnrega/WriteReaddata/Circulars/1655Guidelines_on_NeFMS.pdf
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DBT under the pension programs for elderly, widows, and disabled (NSAP)
through the PFMS

NSAP-MIS is a software for managing the beneficiaries of National Social Assistance Program (NSAP). The
software is integrated with the PFMS.

Beneficiaries

\ ‘ Y

1. NSAP-MIS 6. Retail Payment Settlement
« Beneficiary files are prepared on the Agency
NSAP-MIS and sent to the PFMS serveri « Sends money into the bank accounts
of beneficiaries
Beneficiary : Names + A A
files {amount to ) Validated 5
‘be paid . files
\ | '
2. PFMS 5. State Savings Account
« Checks and forwards the data of + Receives the digitally signed payments file
beneficiaries + Forwards the files to the Retail
' Payment Agency
A
Y
3. Disbursement Officer 4. Accounts Office
« Prepares an e-billin the PFMS _i» Checks beneficiary files-

+ Prepares to forward the payments file

Payments for failed transactions are re-initiated by carrying out the required modification or rectification
according to the reasons for failures mentioned in the response file. These may also be settled bypassing the
PFMS and rectifying the errors for the next payment cycle.

r

Source: Overview of Central Plan Scheme Monitoring System, DBT Bharat
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5. Key lessons

Benefits of PFMS

PFMS is designed to help establish a common electronic platform for comprehensive tracking of fund
flows from the Central Government to a large number of program implementing agencies, both under
the central government and the state governments, till it reaches the final intended beneficiaries.

It reduces the fund float in the financial systems by enabling “just-in-time” releases and also the
government borrowings with a direct impact on the interest cost.

PFMS has enabled the digitization of direct benefit transfers (DBT) with collateral benefits, such as to
plug leakages and eliminate ghost beneficiaries.

The linkage of Aadhaar and DBT has helped government save close to USD 20.2 billion (INR 1.42 trillion),
as on March 2019. PFMS has been an efficient and effective tool for monitoring of government funds
saving upto USD 14.3 billion (INR 1 trillion) till March 2020.

MSC 13
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Challenges and the way ahead for the PFMS

Railways and Defence ministries are still not integrated with the PFMS

Huge volume of data in PFMS is not being used to its full potential

The vision of “Just in time” release of funds is still not realised

Lack of proper communication within the PFMS ecosystem

The way ahead for PFMS

Integration of PFMS with Railways and Defence should be taken forward immediately

The enormous data available within the PFMS should be analyzed and used to further improve the
quality of expenditure under various programs. Better data monitoring and analysis will not only ensure
better implementation of G2P programs, but could also potentially save a lot more money for the
government.

To ensure complete realization of “Just in time” release of funds, strengthening PFMS infrastructure
(both hardware and software) is required. This will ensure seamless generation of Electronic Utilisation
Certificate (E-UCs) on the portal and online submission of the same.

Better communication within PFMS ecosystem is essential to ensure correct and optimal agency
mapping, timely resolution of payment failure issues, and various other challenges.

o :

Source: Report on PFMS workshop, MoRD, June 2019

We have saved Rs 1 trn through DBT by using tech efficiently: Sitharaman, Business Standard, March 2020

14 MSC
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6. Appendix

The DBT process flow of Central Sector Schemes on the PFMS

o O
2 ()

A

Wl

Beneficiaries
A

M

1. Implementing Agency (lA) in
State

+ Identifies beneficiaries and
upload files on the PFMS

Validated ! A
beneficiary | i List of beneficiaries +
files;

2. Programme Division (PD),
concerned ministry

+ Prepares e-sanction and counter signs the
list of beneficiaries digitally in the PFMS

E-sanction sent
to DDO v

3. Disbursement Officer
» Prepares e-bill in the PFMS and signs
it digitally

Source: Central Plan Scheme Monitoring System

* Accredited bank: Where Ministry Account is maintained.

{ Amount for disbursement

.............

Returns MIS to PAO through the
bank—PFMS to share info with
PD, DBT app portal and IAs for
reconciliation or reprocessing

A

6. Retail Payment Settlement Agency
« (National Payments Corporation of India)
Money sent using Aadhaar Payment
Bridge System (APBS)

A

5. Accredited bank*
« Send payments file to the Retail Payment
Settlement Agency for Aadhaar-based payment

4.2 Pay and Accounts Office (PAO)

+ Prepares digitally signed electronic payments
file in the PFMS for direct payments through
the accredited bank

| Return with reason

A

or objection

Digitally
signed e-bill

Si4.1 Assistant Account Officer

« Checks details and transmits to PAO or returns
with a reason to the implementing agency

msc”
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DBT under Mahatma Gandhi National Rural Employment Guarantee Scheme
(MGNREGS) through the PFMS

1. Local Government functionary

+ Generates e-pay order or e-FTO

‘ """"" 3
v
i2. NREGASoft server {11. NIC-RD
Verifies the e-FTO and pushes it . Reflects the responses on NREGASoft
i forward : :
....... § i
R Vo | R |
:3. PFMS server g :10. PFMS 5
i+ Pulls these files from NREGASoft | i+ Shares response files with NREGASoft |
| and reflects them in the fund release | |
module :
A
_______ Yoo I S
4. A ministry official {9. Sponsor bank
Processes the release order, and Sends responses to the PFMS for all
sends to the accredited bank with a transactions
digital signature : :
| A
v a
i5. Accredited bank 8. Beneficiary bank
Credit the received fund to the state’s « Processes, credits, and shares the
bank account (maintained in a sponsor responses with the sponsor bank
bank) i |
....... § i
R Vo | R |
{6. Sponsor bank** | i7. NPCI |
i+ Debits the account to transfer funds | i+ Sends the files to beneficiaries’ bank to
' to workers by sending the payment '§ credit their accounts :

details to NPClI

Source: National Electronic Fund Management System, MGNREGA

*NREGAsoft is a local language enabled workflow-based e-Governance system and is available in offline as well as online mode. It captures all the activities under NREGA at the centre-,

state-, district-, block-, and panchayat-level. ** Sponsor Bank: The account maintained by the state for a welfare scheme.
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DBT under the pension programs for elderly, widows and disabled (NSAP)
through the PFMS
NSAP-MIS is a software for managing NSAP beneficiaries and is already integrated with the PFMS. The states

that do not capture beneficiary details on the ‘NSAP MIS’ use Excel Upload facility to upload beneficiary files
on the PFMS.

~
1. NSAP-MIS ‘g’é

\/

+ Implementing Agencies prepare oo m
beneficiary files on the NSAP-MIS and Beneficiary
send the same to the PFMS server account credited

Re-sends corrected! A Sends back to o A
or modified - | NSAP-MIS for 6. Beneficiary Bank
beneficiary records | ;c:\?ac“c:jrrrzf:g(r);sof + Receives the credit file

2. PFMS ;

« Exercises structural checks and forwards i
the data of beneficiaries to banks for P L
validation and to NPClI for verification 2 5.NPCI

P « Receives payment advice
Upon the approval of payments file by the
agency Checker, PFMS makes the same file i |

available again to the Agency Checker fqr digital i
signature y : 3y
3. Post validation 4, State Nodal Bank
« The agency Checker* logs on the PFMS « Receives the digitally signed payments
to approve payments file file by State signatory

Payments for failed transactions are re-initiated by carrying out the required modification or rectification as
per the reasons in the response file. These may also be settled bypassing the PFMS and rectifying the errors
for the next payment cycle.

* PFMS has been designed using the Maker Checker concept where the Data Operator (Maker) enters all transaction entries and submits it to the Data Approver (Checker) for the verification
and approval/rejection of transactions.
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Milestones and objectives of the Integrated Financial Management
Systems (IFMS)

The Government Most states digitized
of India approved their treasuries and
the scheme for the availed up to 75% -90%,
implementation of the in case of North Eastern
Mission Mode Projects— States, of the project
“Computerization of cost funding provided by
State Treasuries” the government of India

IFMS provides better financial management along with an improved quality of governance in States and
Union Territories. To achieves this, IFMS makes the budgeting processes more efficient, improves the cash
flow management, promotes real-time reconciliation of accounts, strengthens Management Information
Systems (MIS), improves accuracy and timeliness in accounts preparation, brings about transparency and
efficiency in public delivery systems.

Budget
management

Accounts

management

/
I Salaries and
|\ pensions

Receipts and
disbursements—
Treasury
operations

Debt and
investment
management

1s MSC
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PFMS and IFMS integration for Centrally Assisted State Plan (CASP) Schemes

{1. State Finance Department

- Maps state schemes with

: corresponding central schemes
Configures state schemes on PFMS

| andIFMS

Registers all State Implementing i
i Agencies exported from IFMS to PFMS |

v
2. State Implementing Agency
SIA

« Identifies beneficiaries, uploads their i«

signs it
Validated List of beneficiaries
beneficiary ! i+ Amount for
files disbursement

A4 A
{3. Programme Division (PD),
iconcerned ministry |
Prepares e-sanction and counter signsé
the list of beneficiaries in the FMS '

e-sanction
{ senttoDDO
‘ Y
i4. Drawing and Disbursement
{Officer (DDO)
Prepares an e-bill in the PFMS and
i signsitdigitally

information file on PFMS, and digitally <

Return MIS to PAO through the bank—
PFMS and IFMS to share information
with PD, DBT App portal and IAs for

reconciliation or reprocessing

7. Retail Payment Settlement
Agency (National Payments
Corporation of India)

o O -
S »i* Moneysentusing Aadhaar Payment
€2 0 Bridge System (APBS)
* 4
Beneficiaries
A :
6. Accredited bank*

« Sends the payments file to the Retail .
' Payment Settlement Agency for Aadhaar-
based payment :

5.2. Pay and Accounts Office

(PAO)

+ Prepares digitally signed electronic
payment file in the PFMS for direct
payments through an accredited bank

A

Return with reason
or objection

{5.1. Assistant Account Officer
i+ Checks details and transmits the

Update Disbursement module in state
IFMS for transfer to PFMS '

same to PAO or return with a reason
for rejection to SIA

Digitally
signed e-bill

Source: Central Plan Scheme Monitoring System

*Accredited bank: Where Ministry account is maintained

msc”
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List of abbreviations

Assistant Accounts Officer

Controller of Accounts

Chief Controller of Accounts

Chief Controller of Accounts

Drawing and Disbursing Officer

Central Plan Scheme Monitoring System

Drawing and Disbursing Officer

Fund transfer order

Financial year

Ministry of Rural Development

National Informatics Center

National Payment Corporation of India

Pay and Accounts Officer

Program Division (Administrative Division)

Public Finance Management System

Denoted payee (To whom a payment is to be made)

MSC
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