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Determining FI Credit RAtNES. ........cciiiiiiiiiii i 6.4.5.

FI Internal Controls Specialized ..............cociiiiiiii 6.4.0.

FI Reporting and AUditing ISSUES ..........coooiiiiiiiiiiiii i 6.6.
INEFOQUCTION ... 6.6.1.

FI Financial REPOTHIE . .......coviiiiiiiiiiiiii i 6.6.2.
FLAUAIHIIE . ..o 6.6.3.
MFI Financial Reporting and Auditing .............ccoooiiiiiiiiiiii e 6.6.4.
FOT@CASTING ... 3.4.
Introduction to0 FOTeCASHIE ... .....coviiiiiiiiiiiiiii i 3.4.1.
Using the COSTAB Model.........ooiiiiiiiiiiiii e 3.4.2.
Preparing Project Cost EStIMALeS ..........ccoooiiiiiiiiiiiii e 3.4.3.
L0CAL COSES ... 3.43.1.

FOT@IGN COSLS ... 3.43.2.

Date of the Base CoSt ESHMALE ..........cooioiiiiiiiiiiiiiiiic e 3.4.3.3.
Treatment of Financial Charges During Development ................ccocooereiiinin, 3.4.34.
Requests for Retroactive FINANCING..........ccoociiviiiiiiiiiit e 3.435.
Treatment of Taxes and DUES ..ot 3.4.3.6.
Determining CONUNEENCIES .........oiiiiiiiiiiii i 3.4.4.
Contingencies in General .............ocoociiiiiiiiiii 3.4.4.1.
Determining Physical Contingencies .............ccocooiiiiiiiiiiiii i 3.4.4.2.
Determining Price CONUNZENCIES .........c..ooiiiiiiiiiiiiiiiii i 3.4.43.
Determining Risk CONtNEeNCIes ...........oociiiiiiiiiiiiii e 3.4.44.
Disbursement Profiles............coooioiiiiiii e, 3.4.5.
Preparing Financing Plans .............ccoociiiiiii 3.4.6.
Computing Incremental Project Cash FLOWS............c.cooiiiiiiiii 3.4.7.
Forecasting ASSUITIPLIOTIS . ........iiuiiiiiiiiii it 4.3.7.
Forecasting and Financial Projections..............ccooiiiiiiiiiiiii i 4.3.6.
USING ReAL PTICE ...t 4.3.6.2.
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Using Constant PTiCE ...........oooiiiiiii e 4.3.6.3.
Using a Stable Foreign CUITENCY ........oiiiiiiiiiiie e 4.3.64.
Presenting Data ... 4.3.6.5.
FOT@IGN COSLS ..., 3.4.3.2.
FOTeign CUTTEIICY ...t 4.3.64.
Foreign Exchange RiSK ..........cccooiiiiiiiiiiii e 6.4.4.3.
G
General Price Level. ..o 3.6.2.4.,7.12.3.
General Price Level COVEIATIE ... .....oiiiiiiiiiiii et 3.6.2.4.
GOVETTIATICR ...ttt ettt ettt 4.2.3.
Governance ArTanZeIMENL ... ....c..iiiuiiiiiieiiiie e 4.2.4., see Financial Management
GOVernmMent ACCOUNTIIIZ .......oiiiiiiiii e 4.2.93.
GOVETNIMENT AUAILOTS ...ttt 5.54.
GUATATIEEES ...t 2.2.3.
Guidelines, Introduction to the ... 1
RALONALE ... 1.2.
ODBJECTIVES .ttt 1.3.
SETUCTUTE ... 1.4.
UUPAALES ... 1.6.
H
Historical CoSt ACCOUTIIE ..........iiuiiiiiiiiii e 4.4.5.8.1.
Historical ValUe ..o 4433.,44.6.15.
|
Implementation StTAteZIES ...........iiiiiiiiiit oo 4.2.6.3.13.
IMPlementing AZEIICIES ........iviiiiii ittt 7.6.4.
IMPTESt ACCOUNLES ...ttt 5.3.3.8,5.6.9.
INCOME STALCTIETIL. ...ttt 5.3.3.11.
Incremental Project Cash FLOWS ........cciiiiiiiiiiiii e 3.4.7.
Indicators and Covenants, SeleCting ..........c.oocoviiiiiiiiiiiiii e 445.,445.1.
Questions Before Selecting Performance Indicators and Covenants ................cccococeene. 4452,
Objectives of the Use of Financial Indicators and Covenants ..............ccocooceererirnnnnnn. 4.4.5.3.
Financial Viability and Integrity of Projects and Executing Agencies ............................ 4454
Cash ReQUITEIIIETIES ...ttt 4.455.
Managing OPerating COSLS ............ciuiiiiiiiiiiaii e 4.4.5.6.
Managing Operating ReVETIUES ............ccoiiiiiiiiiiiiii e 4457,
ASSet REVALUALION. ... 4.4.58.
Managing Funds for Investment and/or Reserves ...........ccocoeiiviiiiiiiiiiiiee, 4.4.5.9.
Assuring Capital AEQUACY ........co.iiiiiiiiii e 4.4.5.10.
Deciding on INAICALOTS .......ooviiiiiiii it 4.4.5.11.
INSHIULHONAL RESOUTCES, ASSESS ... 4.2.6.3.6.
INSUEUHONAL RESULLS, ASSESS ... 4263.7.
Interest Rate DISTOTTIONS ... ..oiiuiiiiiii i 6.2.3.
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Interim Financial Statements and the Project Management Report .............cocooviieieiiniinn. 5.3.4.
INEETTIAL AUAIL. ..o 4.2.8.8.
Internal AUditorS ... ..o 42.88.1.,548.1.
INEETNAl COMUITOLS ...ttt 4.2.9.7.
International Accounting and Auditing Architecture ................cccoooiiiiii 7.5.
International Accounting Standards ..............ocooiiiiiii 5.2.2.
International Organizations............ccoiiiiiiiiiiii e 7.1.1.3.
International StANAATAS ...........oiiiii i 74.
Internatinal Financial Reporting Standards (IFRS), List of .........c.oocooiiiiiiiiiiiiii, 7.4.1.
International Accounting Standards (IAS), List Of ........ccoociiiiiiiiiiiii 74.2.
International Standards on Auditing (ISA), List Of ........coocoiiiiiiiiiiii 7.4.3.
International Auditing Practice Statements (IAPS), List of ........cccoocooiiiiiiiiiiiiiiiii 7.4.4.
Interantional Public Sector Accounting Standards (IPSAS), List of ..o 74.5.
International Organization of Supreme Audit Institutions (INTOSAI) Auditing Standards...... 7.4.6.
INSHEULIONS AN SYSLEIMIS. ...t 4.2.
Introduction to Institutions and SYSLEMS............ccoooiiiiiiiiiiiiii e 42.1.
Major Institutional ASSESSINETIES ..........uiiiiiiiiiiiiic e 4.2.2.
INVeStMENT PrOJECTS ..ot 3.1, 3.2.
Possible Revenue-Earning Projects ............ocooiiiiiiiiiiiii i 3.2.1.
Possible Nonrevenue-Earning Projects ............occoociiiiiiiiiiiiiiiii e 3.2.2.
Investment Project, Preparing and APpraising.............cccocoviiiiiiiiiiiiii i 3
J
Japan Special FUnd...........coooi 2.2.1.
K
Knowledge ManageImenl ..........uiiuiiiiiiiiit ittt 7.
L
LAQUIAILY - 6.4.3.5.
Liquidity COVENANES .........ooiiiiiiiiii it 3.6.4., 7.14., see Covenants
CUTTENt RALIO ..o 3.642.,7.14.1.
Quick Ratio COVENANT .......oooiiiioi oo 3.643.,7.14.2.
Dividend Limitation ... 3.644.,7.14.3.
Liquidity INdICAtOTS ..o 4.4.8.,7.153.
INETOQUCTION ... 4.4.8.1.
Current/QUICK RALIOS ... 4.4.8.2.
Dividend LIMItation .. .....ccoiiviiiiii it 4.4.8.3.
JIRGT: 1 s W @0} i T s L1 3.6., see Covenants
Loan Funds, Restricting the Use 0f ...........oocoiiiiiiiiiii i 3.6.3.2.5.
L0an NEGOTIATIONS ...t 2.9.
Loan Preparation ..... ... 2.7.
LOCAL COSES -ttt 3.4.3.1.
London interbank offered rate (LIBOR) .......umeimeeeeeeeeeeeeeeeeeee e 3.52.2.2. (step2)
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M
Management ACCOUNTITIZ . ........oiuiiiiiiiii oot 4.2.8.10.
Management FTameWOTK...........ccoiiiiiiiiiiii o 4.2.635.
ManageMENt LOLIOT ... ittt 7.18.7.
Management QUALLLY .........ooiiiiiii e 6.4.3.3.
MATKEE RISK ... 6.4.4.2.
IMAEETIALIEY . 5.6.7.
MALUTIEY RISK. ..ot 6.4.4.4.
Microfinance INSHIULIONS. ... .c.eiiiiiiii it 6.4.2.
Model Capital Structure COVEIAIELS ......c..iivieiiiiieieieie ettt 7.13.
Model Financial StAteIMETILS ... .....coviiviiiioiiii it 5.3.11.
Model Financial Statements: Manufacturing Organization...............occooevieiiiiiiiiiiei 7.17.
Model Financial Statements: Service OTganization .............occooiiiiiiiiiiiiiieei e 7.16.
Model Liquidity COVEIAIES ......ouviiiiiiiiiiei ettt 7.14.
Model Operating COVEIMANES ........c.viiieiiiieie ettt 7.12.
N
Net Present ValUue ..o 3.5.3.
Nonrevenue-Earning Projects..........ccooocciiiiiiiiiiiiiice 32.2.,429.,43228.,7.7.
INEFOQUCTION ... 4.2.9.1.
Financial Management and Accounting SyStems ...............ccveioiriiieiiiiieree e 4.2.9.2.
GOVernment ACCOUNTING ........iiiiiiiiiiii e 4.2.9.3.
EXECULINE AZETICY ...t 4.2.94.
Planning and Budgetary COntrol .............ccooiiiiiiiiiii i 4.2.9.5.
Financial Accounting and COStNG..........c.oiiiiiiiiii i 4.2.9.6.
Internal CONLIOLS ........oiiiiiiiii i 4.2.9.7.
A Simple System for a Nonrevenue-Earning Project ............cocooevveiiiiiiiiiiieece 4.2.938.
O
Onlending TeTTIIS .......iouiiiiii ittt 6.3.4.4.
OPETALINE COSLS ...ttt 4.4.5.6.
Operating COVETIATIES ...ttt 3.6.2.,7.12.
Rate OF RETUTITL oo 3.6.2.2.,7.12.1.
Self-FInancing RAIO .......oooviiiiiiii e 3.62.3.,7.12.2.
General Price Level ... .o 3.6.2.4.,7.12.3.
Operating Ratio ............oooiiiiiii i 3.6.25.,7.12.4.
Breakeven COVENANT. .........ooiiie e 3.6.2.6.,7.12.5.
Operating INAICALOTS ... ..oviiiiii i 7.15.1.
Operating Indicators and COVENANLS ............cuiiiiiiiiiiiiie et 4.4.6.
INETOQUCHIONY ...t 4.4.6.1.
Rate Of RETUITL ..ot 4.4.6.2.
Self-FINancing RALIO ..ottt 4.4.63.
OPperating RAtIO ........coiiiiii e 4.4.6.4.
Breakeven RALIO ... ....ooiiiiii it 4.4.6.5.
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Operating Principles, ADB’S ........ooooiiiiiiiii i 4.2.4.1.
Operating Ratio ... 3.6.25.,44.64.,7.12.4.
Operating REVENUES ...........c.ooiiiiiiiii e 4.45.7.
Operations Manual (OM) ........oooiiiiiiiiiic oo, 72.
P
PEARLS MethodOLOZY ... ...ooiiiiiiiiiei e 6.4.2.1.
Performance, MeaSUTIIILE . ..........oouiiiiiiiii i 4.4.
Introduction to Measuring Performance ................occooiiiiiiiiii 4.4.1.
Objectives of Measuring Performance...............cocoooiiiiiiiiiiii 4.4.2.
Performance INAICAtOTS. .........oouiiiiiiiiii e 4.43.
Using Benchmarking INdicators.............oooiiiiiiiiiii e 4.4.4.
Performance Indicators and COVENANLS ...........cocciiiiiiiiiiiiiiiiic e 4.4.5.2.
Performance Shortfalls, Analyze ............ocooiiiiiiiiiii 4.2.6.3.8.
Physical CONtNEZEIICIES .. ... vttt 3.4.4.2.
PIANIIIE . 4.2.8.3.,4.2.95.
Price CONUMEZENCICS ..ot 3.4.43.
Private Sector LOAMS ..........ooiiiiiiii i 2.2.3.
Private Sector PrOJECL.........iiiiiiii e 7.9.
PrOCUTEIMENT. . ..o 255.,34436.,4.1.1.,7.609.
Professional BOIES..........o.ooiiiiiiii i 7.1.1.2.
Profitability ... 3.734.,3.73.6.7.
Pro@ram LOAIS ........ooiiiiiiii i 2.2.3.
Project Administration Instructions (PAIS) ........ccooiiiiiiiiiiii i 7.3.
Project COMPLETIOT ...ttt 2.11.
Project Cost ESUMALES ........cc.oiiiiiiiiiiii e 3.43.,7.6.2.
LOCAL COSES ... 3431
FOTRIGI COSES ... 3.4.3.2.
Date of the Base Cost ESHMALE .........coooviiiiiiiiiiiiiii e 3.4.3.3.
Treatment of Financial Charges During Development ............c.occoocviiiininiiiic, 3.4.34.
Requests for Retroactive FINANCINE . ........ccoioiiiiiiiiiiiic e 3.43.5.
Treatment of Taxes and DULIES .........c.ooiiiiiiiiiiii e 3.4.3.6.
PTOJECE FILE .o 15.
Project IMplementation ..........coooiiiiiiiii e 2.10.
Project Implementing Unit (PTU).............ococoiiiiiii i, 4.2.6.1.7.,4.2.8.8.4.
Project JUSHCAtION ........oiiiii i 7.6.7.
PrOJECE LOATIS ...t 2.2.3.
Project Management REPOTT .........cc.iiiiiiiiiiiiiii e 5.3.4.
PTOJECE ODJOCHIVES. ...ttt 4.2.7.
Project Preparatory Technical Assistance (PPTA) Stage...........cccocvoviiiiiiiiiiiiiiici e 3.7.2.
Project PrOCESSING SLEPS .......viiiiiiiiiiiiiii e 2.5,
Step 1: Identification and Early Preparation.............c.c.cooeiiiriiiiiiiiiiee e 2.6.
Step 2: Loan Preparation...........ooooiiiiiiiiiii e 2.7.
Step 3: Project EXamination ............oooiiiiiiiiiiii i 2.8.
Step 4: Loan Negotiations ..........coiiiiiiiiiiiiii i 2.9.
Step 5: Project IMplementation ... .......oooviiiiiiiiiiiiic e 2.10.
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Step 6: Project COMPLETION. .....o.iiiiiiiiiiic it 2.11.
PrOJECE TYPRS. ... 2.4,
Q
Qualified OPIMIOTL ... 5.6.6.3.
QUESTIOTITIAITE . ettt e et e e e e 5.6.11.,7.19.
QUICK RATIO ... 4.4.8.2.
QUICK RAIO COVENMANE ...ttt 3.6.4.3,7.14.2.
R
Rate of RETUITY ... 3622.,4462.,7.12.1.
Rate of RetUITY COVEIIANL ......uiiiiiiiiit e 3.6.2.2.
Ratios, Commonly USed ....... ..ot 7.15.

Operating INICALOTS .........oiiiiiiii e, 7.15.1.
Capital Adequacy INICALOTS.........ooiiiiiiiiiiiic e, 7.15.2.
Liquidity INdiCaLOTS ... .oouiiiiiiiii i 7.15.3.
REAL PTICE ..o 4.3.6.2.
ReAL TOTTIIS ... 3.4.7.4.
Regulatory and Standard-Setting Bodies .............cooviiiiiiiiiiiiie e 7.1.1.1.
Report and Recommendation of the President.............cocoooiiiiiiiiiii 3.7.3.
RRP Contents (Project LOAN) .......ccooiiiiiiiiiiiiiiiiiic ettt 3.7.3.1.
Past Financial Performance...............cooooiiiiiiiiiiii e 3.7.3.2.
Present Financial Condition ..............coociiiiiiiiiiii e 3.7.3.3.
Cost Recovery and Profitability..............cocooiiiiiiiii e 3.7.34.
Other Strengths and WeaKnesses ...............ccociiiiiiiiiiiiii e 3.7.3.5.
Future Financial Performance ..............ccocoooiiiiiiiiiii i 3.7.3.6.
REPOTUNG ..o 5,51
RepOTting ATTANGEIMETILS. ... .iouiiiiiiiiii ittt 2.4.3.
Representation LeTlOT...........ooiiiii i 7.18.8.
RESETVES .o e 4.4509.
Retroactive FINANCITIZ.........oooiiiiiii e, 3.4.35.
Revenue-Earning Projects.........cooociiiiiiiiiiiiii e 3.2.1.,428.,43.2.2.2.,7.8.
INEFOAUCTION ... 4.2.8.1.
ENULY STATUS ... 4.2.8.2.
Planning and BUd@eting ..........ccooiiiiiiiiii e 4.2.8.3.
Accounting POLCIES .......c.oiiiiiii i 4.2.84.
Financial Regulation ..o 4.2.8.5.
ACCOUNTNE SYSETIIS ...ttt 4.2.8.6.
Financial Management and CONtrOL............ccooiiiiiiiii i 4.2.8.7.
Internal AUAIL........oooii 4.2.8.8.
Financial Regulations .............ccooiiiiii e 4.2.8.9.
Management ACCOUNTITIE ..........oouiiiiiiiiiit it 4.2.8.10.
RISKS e 4.2.6.3.14., 6.4.4.
FI RiSK ManageIment. ... ...coouiiiiiiiiiiiii i 6.4.4.1.
Market Risk and Value-at-RisK ...........ccocooiiiiiiiiiii e 6.4.4.2.
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Foreign Exchange RisK..........cocooiiiiiiiiii i 6.4.4.3.
MatuTity RISK. ..o 6.4.4.4.
Contaglon RISK.........cciiiiiii 6.4.4.5.
Role of Regulators in Risk Management...............cocoioioiiiiiiiiiecee e 6.4.4.6.
Other Key Risk Management SEEPS...........ccuaviiiiiiiiiiiaieiieie et 6.4.4.7.
RiSK ANALYSIS ... 3.5.4., 7.11.4., see Sensitivity
Risk CONUINEZETICIES ... 3.4.4.4.
Risk MaNA@eIMETIE ... ...ttt 4.4.7.3.,64.4.1.
Role of Regulators in Risk Management..............ccoovooiiiiiiiiiiiie e 6.4.4.6.
Other Key Risk Management SEEPS...........ccuauiiiiiiiiiiiaieiieie et 6.4.4.7.
S
Sector Financial Specialist’s Responsibilities ..............cccooiiiiiiiiiiiii e, 4242,
SECTOT LOANS ... 2.2.3.
Self-FInancing RAUIO .......ccooiiiiiiiiiiit i, 3.6.2.3.,44.63.,7.12.2.
Self-Financing Ratio COVENANE ............ciiiiiiiiiieiiet it 3.6.2.3.
SeNSIVILY INAICALOT. ..o 7.11.2.3
Sensitivity and Risk Analysis ... 3.54.,7.11.
Step 1: Identify the Key Variables...............cociiiiiiiiii 7.11.1.
Steps 2 and 3: Calculate Effects of Changing Variables................cccococoiiiiin 7.11.2.
Step 4: Analyze Key Variable Changes..............ccocoooioiiiiiiiiii e 7.11.3.
ShOTE-TEr DEDU ... 3.6.3.2.
Statements Of EXPEnditure............coooiiiiiiiiii e 5.3.3.10., 5.6.9.
SUDPTOJECES ...ttt 6.3.4.2.
SUDSIAIES .. 43.355.,6.2.5.
Supplementary Financial Statements ..............ocooiiiiiiiiiii 5.3.8.
Sustainability ... 3.1.1.,4.2.4.4.9.
SWAD TALES ...t 3.4.3.43.
Switching ValUe ... 7.112.3
T
Tt 4.3.3.,4.3.3.5., see Cost Recovery
T POLICY ..o 4.3.3.5.
Taxes AN DULIES ...t 3.43.6.
Technical ASSISTATICE ..........oouiiiiii i 2.2,
Terms of Reference for an AUditor...........oooii i 54.7.,7.18.
TTAISPATETICY ... 4.232.,4.233.
U
UTIE COSL e 4.3.4.53.
USET CRATEES ...ttt 4.3.3.2.3.,4.333.1.
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ValUe-at-RISK ...ttt 6.4.4.2.

Variables, KOy .....oviiii i 7.11.1

VAT e 3.4.3.1.3.

VERDIIEY ... 4.3.2.1.2.

W

WVDISIEES ...t 7.1.
Regulatory and Standard-Setting Bodies ..............ccooiiiiiiiiiiiiii i 7.1.1.1.
Professional BOGIES............oiiiiiii oo 7.1.1.2.
International Organizations .............ccoooiiiiiiiiiii i 7.1.1.3.
Donor OrganizationS ...........ooiiiiiiiiii i 7.1.1.4.
Sectoral REfETeIICES .. ...t 7.1.1.5.

Weighted Average Cost of Capital............ccoooiiiiiiiiiiiii e 3.52.2.

Working Ratio COVENANL ...........ccoiiiiiiiiiiiiiiic e 3.6.253.,7.12.4.2.
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