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Budget System Law
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country strategy and program

executing agency
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government financial management information system
Government Finance Statistics Manual
international competitive bidding

International Monetary Fund

International Public Sector Accounting Standards
information technology

London interbank offered rate

Ministry of Economy

Ministry of Finance

medium-term budget framework

medium-term fiscal framework

public finance management

public investment program

project management office

project steering committee

technical assistance

Technical Assistance to the Commonwealth of Independent States
treasury single account

United Nations Development Programme

NOTES

The fiscal year (FY) of the Government and its agencies ends on
31 December.
In this report, "$" refers to US dollars.
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DESIGN AND MONITORING FRAMEWORK (PAGE lil)

Design Performance Data Assumptions

Summary Targets/Indicators Sources/Reporting and Risks
Mechanisms

Impact Assumptions

Improved planning
and utilization of
public resources

Improved linkage
between the budget
and policy objectives
and programs.

Reasonable forecasts
of fiscal aggregates
prepared for 3 years on
a rolling basis.

Allocation of fiscal
resources made with a
multi-year perspective.

Selected sector
strategies costed;
investment and
recurrent budgets
integrated.

Published budget
preparation and
execution reports
covering all public
resources and
expenditures.

Quarterly and annual
progress reports from
the treasury.

Annual publication of
the budget.

Annual presentation of
comprehensive fiscal
accounts.

ADB’s continued
dialogue with the
authorities on the
implementation and
possible refinement of
the PFM reform
strategy.

Access to and availability of sound
economic data.

An MTBF and program budgeting is clearly
defined and adopted.

The authorities are committed to
undertaking necessary institutional and
process changes required for implementing
MTBF and program budgeting.

The capacity of MOF and relevant line
ministries in strategy formulation and
budget preparation is developed.

The sequence and pace of the PFM reform
is consistent with the speed of
improvements in capacity building.

Risk

Reduced commitment to reform by the
Government as reform further advances.

Outcome

Improved
effectiveness,
efficiency,
transparency, and
accountability of the
budget execution
processes.

Existence of a clear
annual budget
calendar.

Appropriation of
expenditures by the
parliament.

Expenditure
commitment control in
place and effective
limits on commitments
to actual cash
availability and
approved budget
allocation for most
types of expenditures.

Cash flow forecast is
prepared and updated
regularly on the basis
of actual cash inflows
and outflows.

Quarterly and annual
progress reports from
the Treasury.

Annual publication of
the budget.

Annual presentation of
comprehensive fiscal
accounts.

ADB periodic review
of the project.

Assumptions

Timely approval of the annual budgets by
the parliament.

The authorities’ continued commitment to
allow the treasury system to progressively
capture all fiscal operations, including
nonbudgetary operations.

The GFMIS is developed and operational.
The revised budget classification system
and the COA in line with international

standards are introduced as scheduled.

Treasury offices are properly staffed and
the staff adequately trained.

The capacity of internal and external
auditing is developed.

Risks
Inadequately skilled treasury-office staff.




Frequent turnover of PMO staff.

Design Performance Data Assumptions

Summary Targets/Indicators Sources/Reporting and Risks
Mechanisms

Outputs Assumptions

1. GFMIS developed
and operational.

GFMIS-related
equipment and
communication lines
are installed by the first
quarter of 2010.

Customized GFMIS
software developed
and ready to be rolled
out by the first quarter
of 2010.

Relevant staff in
operations of the
GFMIS are trained by
the fourth quarter of
2010.

Quarterly and annual
progress reports from
the Treasury.

PMO progress
reports.

Treasury offices are refurbished in time
and adequate recurrent budget is provided.

Close coordination between MOF, tax
agencies, CBU and other agencies in
further detailed design of the GFMIS and its
interface with the other existing information
systems.

Procurements progress as planned.

Good communication between local
treasury offices and the central Treasury,
and between users and software
development vendor in further development
of GFMIS IT solutions.

2. Treasury banking
operations
streamlined and
consolidated.

All budgetary accounts
of budget organizations
at commercial banks
are closed and all cash
resources are held in a
TSA at the CBU.

Extra-budgetary
accounts of the budget
organizations are
progressively closed.

Quarterly and annual
progress reports from
the Treasury.

PMO progress
reports.

Assumption

Continued commitments by the authorities
to close down the accounts of the budget
organizations.

Risk
It may be politically difficult to close down

some of the extra-budgetary accounts of
the budget organizations.

3. A central
accounting system
created, using a COA
built to reflect the
revised budget
classification in line
with IMF’'s GFSM
2001 and IPSAS.

The revised budget
classification system is
introduced by 1
January 2009.

A unified COA is
approved and
introduced before the
operation of the
GFMIS.

Quarterly and annual
progress reports from
the Treasury.

PMO progress
reports.

Assumptions

The accounting will initially be on a cash
basis and gradually move to accrual basis
in line with the needs and progress in
capacity building.

Design of the COA is comprehensive and
rules for its component accounts are well
understood by treasury officers.

4. Steps undertaken
for refining the BSL
and Treasury Law

MOF prepares and
circulates a draft
amendment by
January 2008 for
review by other
government agencies.

Quarterly and annual
progress reports from
the Treasury.

ADB’s review and
dialogue with the
Government.

Assumption

Continued Government commitment to
refining the laws.

5. Application of the
revised budget
classification in the

User manuals and
training materials
developed on time.

Quarterly and annual
progress reports from
MOF and the

Assumptions
Qualified consultants are engaged on time.




preparation and
execution of the
budget.

Treasury.
Training of trainers
conducted as
scheduled.

PMO progress
reports.
to train others.

User manuals and training materials
prepared reflect local needs.

Trainers are fully trained and are given time

Activities with Milestones

Inputs ($million)

1.1

1.2

1.3

1.4

1.5

-
oo N

2.1

22
23

3.1

3.2
3.3

3.4

4.1

4.2

5.1

5.2

5.3

Develop and refine the staffing plan for nationwide treasury offices by the end of
2007

Develop an integrated treasury operation software package, including
parameterization, installation, and commissioning with associated documentation
and provision of associated training services by the fourth quarter of 2010

Procure and install servers, computers, networking, telecommunication, power
supply, fire detection equipment, and alarm and monitoring systems for all treasury
offices and the back-up processing center in line with the procurement schedule
Conduct and certify specialized training on GFMIS operations and maintenance for
selected MOF IT specialists to enable them to maintain the treasury system before
implementation of the GFMIS

Refurbish treasury offices at regional and district level nationwide before installation
of associated equipment

Establish a PMO under MOF and make it fully operational before the effectiveness of
the Project

Recruit IT and procurement adviser in line with the procurement plan

Establish a project performance management system

Establish treasury bank accounts to cover all treasury operations of the state budget
by January 2008

Establish the TSA by the time the GFMIS is fully operational

Progressively close extra-budgetary accounts and consolidate them under the TSA

Approve the revised budget classification based on IMF’'s GFSM 2001 classification
structure during 2007

Introduce the revised budget classification by 1 January 2009

Approve the unified COA consistent with the revised budget classification and IPSAS
and register it with the Ministry of Justice

Reflect the approved COA in the bidding documents for the GFMIS

Take actions to prepare amendment of the BSL and Treasury Law with MOF
preparing a draft amendment for review by relevant agencies of the Government
Revise and adopt all necessary implementation rules and regulations on budget
preparation and execution in compliance with the BSL and Treasury Law or their
successor law(s) prior to implementation of the revised budget classification and new
COA

Develop user manuals for budget preparation and associated training materials using
the revised budget classification before the scheduled training

Conduct training of trainers for selected key staff from relevant agencies before
introduction of the revised budget classification.

Develop performance indicators for measuring the performance of the selected pilot
program budgeting

Total Project Cost: $37.36
ADB: $20.70

Advisory services and
training: $0.38

GFMIS hardware and
software: $18.83

PMO operations: $0.15
Contingencies: $1.28

Government: $16.66

Civil work: $10.00
Taxes and Duties: $3.95
IDC: $2.55

Commitment Fee: $0.06

ADB = Asian Development Bank, BSL = Budget System Law, CBU = Central Bank of Uzbekistan, COA =
chart of accounts, GFMIS = government financial management information system, GFSM = Government
Finance Statistics Manual, IMF = International Monetary Fund, IPSAS = International Public Sector
Accounting Standards, IT = information technology, MOF = Ministry of Finance, MTBF = medium-term
budget framework, PFM = public finance management, PMO = project management office, TSA = treasury
single account




L INTRODUCTION

1. This is the Project Administration Memorandum (PAM) for Loan 2338-UZB:
Public Finance Management Reform Project. It provides the Borrower, Government of
Uzbekistan, the Executing Agency (EA), the Ministry of Finance (MOF), and the Asian
Development Bank (ADB) a framework and checklist for monitoring project progress,
anticipating implementation problems and addressing these in an expeditions and
efficient manner in order to meet project impact and outcomes. The PAM:

(i) Describes the roles and responsibilities of the EA, consultants, and ADB
on the various actions required for satisfactory project implementation;

(i) Includes mechanisms for systematic monitoring and evaluation of project
outputs and outcome and assessment of impacts on project beneficiaries;

(i)  Provides the format and instructions for the EA to periodically update the
project performance report; and

(iv)  Provides templates and procedures for efficient and effective project
implementation, references to pertinent documents, organizational charts,
implementation, procurement and other relevant plans related to the
project, and ADB policies and guidelines to ensure transparent,
accountable, and effective project implementation.

2. To ensure its usefulness, the PAM shall be an active document, progressively
updated, and revised as and when necessary, in consultation with the MOF.

1. PROJECT DESCRIPTION
A. Project Area and Location

3. The Project will assist in the establishment of a modern treasury with a
nationwide network of treasury offices servicing budgetary organizations and revenue
collection agencies. It will also help develop a new government financial management
information system (GFMIS) to facilitate treasury operations at national, provincial and
district levels throughout Uzbekistan.

B. Impact and Outcome

4. The project impact will be improved planning and utilization of public resources.
The project outcome will be improved effectiveness, efficiency, transparency and
accountability of budget execution processes.

C. Outputs

5. The outputs of the Project will be as follows: (i) establishment of a modern
treasury with a nationwide network of treasury offices servicing budgetary organizations
of national and subnational governments and revenue collection agencies, and
development of a functioning government financial management information system
(GFMIS) to facilitate treasury operations; (ii) consolidated and streamlined treasury
banking operations under the established treasury single account (TSA); (iii) creation of



a central accounting system using a unified chart of accounts (COA) in line with the
revised budget classification, the International Monetary Fund’s (IMF’s) Government
Finance Statistics Manual (GFSM 2001) and International Public Sector Accounting
Standards (IPSAS); (iv) a refined legal framework; and (v) application of the revised
budget classification to the budget preparation and execution with improved pilot
program budgeting in selected sectors.

6. The outputs of the piggy-backed TA project will be: (i) the assessment of
immediate capacity-building needs of the Government; (ii) development of training
modules on new procedures for budget execution and treasury operations; (iii)
development of a user manual on budget preparation under the revised budget
classifications; (iv) assistance in preparing a draft treasury user manual to be developed
during the GFMIS design; and (v) training of staff from the Central Treasury, Treasury
Training Center, Main Budget Department on budget execution and budget planning
based on the revised budget classification.

Il. COST ESTIMATES AND FINANCING PLAN
A. Detailed Cost Estimates

7. The total cost of the Project is estimated at $37.36 million. The cost estimates
include $3.95 million for taxes and duties, $1.28 million for physical and price
contingencies, and estimated financing charges during implementation (comprising
interest during implementation and a commitment charge) of $2.61 million. A summary
of the cost estimates is in Table 1, while the detailed cost estimates are in Appendix 1.

Table 1: Project Cost Estimates
($ million)

Item Amounts

A. Base Costs
1. Establishment of a Treasury Institutional

Network and Support for Capacity Building 10.20
2. Modernization of Treasury Operations 22.74
3. Project Management 0.53
Subtotal (A) 33.47
B. Contingencies
1. Physical Contingencies ° 1.04
2. Price Contingencies ° 0.24
Subtotal (B) 1.28
C. Financing Charges During Implementation
1. Commitment Charge °© 0.06
2. Interest During Implementation ° 2.55
Subtotal (C) 2.61
Total 37.36

& Physical contingencies at 5.35% of base costs for materials, equipment, and civil works.

® Price contingencies are calculated in accordance with the cost escalation factors during 2006—2009.
¢ Estimated at 0.35% of undisbursed loan amount.

4Based on the 5-year forward US dollar London interbank-offered rate and ADB terms for spread.
Source: Asian Development Bank estimates.



B. Financing Plan

8. ADB provided a loan of $20.70 million from ADB’s ordinary capital resources to
help finance the Project. The loan will have a 25-year term, including a grace period of 4
years, an interest rate determined in accordance with ADB’s London interbank-offered
rate (LIBOR)-based lending facility, a commitment charge of 0.35% per annum on
undisbursed loan amount, and such other terms and conditions set forth in the draft loan
agreement. The Borrower will be the Republic of Uzbekistan. The requested level of
financing will comprise 55% of the total project cost. The Government will contribute
$16.66 million toward the project cost, including $10 million for financing refurbishment
of treasury offices nationwide, $2.61 million for financing charges during implementation
and $3.95 million in taxes and duties. A summary of the proposed financing plan is in
Table 2.

Table 2: Financing Plan

($ million)
Item Total %
Asian Development Bank 20.70 55
Government 16.66 45
Total 37.36 100

Source: Asian Development Bank estimates.

C. Allocation and Withdrawal of Loan Proceeds

9. Allocation and withdrawal of loan proceeds by categories and the share of ADB
financing are given in the table below. The explanations on taxes, percentages of ADB
financing, interest and commitment charges, reallocation conditions, and requirements
for imprest account and statement of expenditures are detailed in Schedules 3 of the
Loan Agreement (Appendix 2).

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS

CATEGORY ADB FINANCING BASIS
Total Amount Allocated for
No. tem SADB Financing$ 000 _| - ¢iponch o the Loan
Account*

1 Equipment 18,837

1A GFMIS Software 6,800 100% of expenditure claimed

1B Hardware 12,037 100% of expenditure claimed
2 Consulting Services 380 100% of expenditure claimed
3 Project Management 203 100% of expenditure claimed

10




4 Unallocated 1,280

TOTAL 20,700

* Exclusive of taxes and duties imposed within the territory of the Borrower. The total expenditures include
value-added tax and customs duties, where applicable.

Ml IMPLEMENTATION ARRANGEMENTS
A. Executing Agency

10. MOF will be the Executing Agency (EA) of the Project and associated TA. The
Deputy Finance Minister (who also is the Head of Treasury) will act as the project
director and will oversee overall project implementation. The PMO, headed by a full-time
project manager nominated by MOF, will manage daily project activities. The PMO will
comprise full-time financial management, procurement, treasury, and accounting
specialists. All PMO staff will have experience and qualifications acceptable to ADB. The
PMO will regularly report to the Head of Treasury and ADB.

B. Project Management Organization

11. A project steering committee (PSC), comprising senior staff of MOF, CBU, MOE,
Ministry of Foreign Economic Relations, Investment and Trade, State Tax Committee,
State Customs Committee, and other government agencies will be formed to provide
policy guidance in implementing the project and monitoring the project impact. The PSC
will be formed prior to loan effectiveness. MOF will be responsible for coordination of
project implementation. The PMO will be responsible for implementation of all project
activities at central, provincial and district levels, including interaction with other
Government agencies. The Project management organization chart is in Appendix 3.

Iv. IMPLEMENTATION SCHEDULE

12. The Project will be implemented over a period of 4 years. Project activities will
include the selection of a vendor for development and installation of the GFMIS,
procurement of hardware and networking equipment, and development and
implementation of a project performance monitoring and evaluation system. The training
and capacity-building component will be implemented in line with the progress in
development and implementation of the GFMIS. The project implementation schedule is
shown in Appendix 4.

V. CONSULTANT RECRUITMENT

13. About 10 IT specialists from MOF will be trained in the following areas: (i)
database administration, (ii) operational systems engineering, and (iii) network
technology engineering. The training and certification will be provided during the first
year of project implementation in accordance with ADB’s Guidelines on the Use of
Consultants (2007, as amended from time to time), under a contract between the PMO
and an authorized IT certification company engaged on the basis of consultant’s
qualifications selection method.
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14. An international IT and procurement consultant will assist the PMO in conducting
ICB procurements of the various GFMIS components, in particular the development and
implementation of software (procurement package 1). MOF will engage an international
consultant in accordance with ADB procedures for recruiting individual consultants. The
outline terms of reference for the consultant are in Appendix 5.

VL PROCUREMENT

15. Goods and services will be procured in accordance with ADB’s Procurement
Guidelines (2007, as amended from time to time). Before loan negotiations, the
Borrower will furnish for ADB approval a project procurement plan. The Government
shall implement the procurement plan as approved by ADB, and shall update the
procurement plan annually, or as needed. ADB will disclose the plan and its updates to
the public after the approval of related financing. Major contracts for IT software and
equipment costing $0.5 million equivalent or more will be awarded through ICB.
Shopping procedure will be used for contracts valued at $100,000 equivalent or less. For
the procurement of items below $10,000, MOF may purchase the items directly from the
supplier. In such cases, ADB should be satisfied that the price paid is reasonable.

16. All goods and services financed by the loan shall be procured from ADB member
countries. In addition, where the value of goods financed by the loan exceeds $1 million,
a preshipment certificate from a reputable agency acceptable to ADB may be required.
The awarding of all contracts and substantial contract variations will be subject to prior
approval by ADB. The revised project procurement plan as of 8 May 2008 is in Appendix
6.

VIl. DISBURSEMENT PROCEDURES

17. The proceeds of the ADB loan will be disbursed according to ADB’s Loan
Disbursement Handbook (2007, as amended from time to time). For consulting services
and equipment contracts awarded following ICB procedures, loan funds will be
disbursed using direct payment. For contracts awarded on the basis of shopping, direct
contracting, and small operational expenditures of the PMO, statement of expenditure
and imprest account procedures will be used.

18. An imprest account will be established in a bank in Uzbekistan acceptable to
ADB, for exclusive use of the Project. The initial and total amounts of advance are not to
exceed the estimated ADB share of eligible project expenditures to be financed through
the imprest account for the next 6 months, or 10% of the loan amount, whichever is
lower. For simplified documentation, the statement of expenditure procedures may be
used to reimburse and liquidate advances made into the imprest account for eligible
expenditures with individual contracts of $100,000 or less.

VIIl. PROJECT MONITORING AND EVALUATION
A. Project Monitoring and Evaluation
19. A comprehensive project performance monitoring and evaluation system will be
established within 6 months of loan effectiveness in accordance with ADB guidelines. A

monitoring and evaluation unit will be established under the PMO. The PMO manager
and financial management specialist will have primary responsibility for monitoring
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project implementation progress and will provide regular reports to MOF and ADB. The
monitoring indicators in the project design and monitoring framework will form the core of
the data required for assessment. These key parameters will be monitored and reviewed
by ADB and the borrower on a quarterly basis.

20. Within 6 months of loan effectiveness, the PMO will develop a gender action plan
and will ensure its implementation in a timely manner over the project period. The plan
will ensure effective involvement of women in the implementation, monitoring and
evaluation of the Project. Gender-related indicators will be included in the project
performance monitoring and evaluation system and reported to ADB twice a year. In
addition, project implementation arrangements, including capacity-development
activities, will be monitored during the annual country portfolio review exercise.

B. Project Performance Report

21. A Project Performance Report (PPR) has been initially prepared by ADB. The
report should be periodically updated by the PMO and subsequently reviewed by the
Government and ADB. The Project’s quarterly progress and status will be fed into the
PPR (Appendix 7). The report will contain data to monitor project inputs, activities,
outputs and objective indicators as provided in the project framework.

C. Project Review

22. The Government and ADB will review project implementation at least once a
year. After 2 years of implementation, the Government and ADB will carry out a midterm
review of the Project to identify problems and assess the need to modify the project
scope, as well as implementation and financing arrangements. The assessment shall
include (i) progress on treasury reforms, (ii) implementation status, (iii) design and
construction standards, (iv) physical progress and disbursements made in relation to
implementation schedule, (v) performance of the GFMIS vendor, suppliers of equipment,
and contractors, (vi) status of compliance with the covenants of the Loan Agreement,
(vii) achievement of the Project's outcomes and impact, and (viii) the need for any
changes in the project scope and implementation arrangements to achieve project
impact. On completion, the Project will be evaluated according to the terms of reference
agreed upon by the Government and ADB.

IX. REPORTING REQUIREMENTS
A. Progress Reports

23. MOF, through the PMO, will submit quarterly and annual reports to ADB,
indicating progress made, problems encountered, and steps taken to remedy the
problems, a program of activities, and expected progress during the remaining
implementation period. The reports will incorporate the project performance monitoring
data and all relevant financial data. MOF will also provide reports and information
relating to the Project as ADB may reasonably request. Within 3 months after project
completion, MOF will submit to ADB a project completion report detailing information on
project implementation, use of the loan proceeds, and accomplishment of the project
objectives.
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B. Project Completion Report

24. Within 3 months after project completion, MOF will submit to ADB a project
completion report with detailed information on project implementation, use of the loan
proceeds, and accomplishment of the project objectives.

X. AUDIT REQUIREMENTS

A. ADB’s Audit Requirements

25. ADB requires the borrower and the project EA to have the required financial
statements for each year audited by an independent auditor acceptable to ADB, and in
accordance with standards on auditing that also are acceptable to ADB. An audit of such
financial statements includes: (i) an assessment of the adequacy of accounting and
internal control systems with respect to project expenditures and other financial
transactions, and to ensure safe custody of project financed assets, (ii) a determination
as to whether the borrower and project implementing entities have maintained adequate
documentation on all relevant transactions, (iii) confirmation that expenditures submitted
to ADB are eligible for financing and identification of any ineligible expenditures, and (iv)
compliance with loan covenants and ADB's requirements for project management.

26. ADB recognizes International Standards of Auditing (ISAs), promulgated by the
International Federation of Accountants (IFAC) and the auditing standards of the
International Organization of Supreme Audit Institutions (INTOSAI). ISAs are widely
adopted by the international accounting profession and many national professions. They
form the benchmark for standards on auditing acceptable to ADB for audits in the public
and private sector. Many Auditors-General and their equivalents use INTOSAI auditing
standards.

27. ADB prefers that auditors conform to ISAs, but recognizes that in some countries
auditors are expected to apply generally accepted auditing standards which may not
conform to these Guidelines but that have been prescribed by a country's law, or that
have been adopted by public accountants or associations of public accountants in the
country concerned.

28. Supplementary auditing and reporting procedures may be requested by ADB, if
necessary, to confirm accountability and financial performance in cases where ADB
considers local standards need to be supplemented. In addition, ADB would expect
auditors to indicate in their report the extent of differences, and the impact on the audit,
of use of local auditing standards compared to the application of ISAs.

B. Audit Requirements under the Project

29. MOF will maintain separate project accounts and financial statements, in
accordance with the provisions of the Loan Agreement, the recommendations of the
financial management assessment (FMA), and the Guidelines for the Financial
Governance and Management of Investment Projects Financed by ADB.

30. Further, MOF will have such accounts and related financial statements audited

annually, in accordance with appropriate auditing standards consistently applied, by
independent auditors, whose qualifications, experience and terms of reference are
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acceptable to ADB. MOF will furnish to ADB, as soon as available but not later than 6
months after the end of each related fiscal year, certified copies of such audited
accounts and financial statements and the related report of the auditors (including
Auditor’'s opinion on the use of the Loan proceeds and compliance with financial
covenants of the Loan Agreement, as well as on the use of the procedures for imprest
account and statement of expenditures), all in the English language; and furnish to ADB
such other information concerning the accounts and financial statements and the audit of
such as ADB shall reasonably request.

31. Additionally, MOF shall enable ADB to discuss with the Auditors the Project’s
financial statements, and authorize any representative of these auditors to participate in
discussions with ADB, provided that such discussions are conducted in the presence of
an authorized officer of MOF. MOF will also enable ADB to inspect the Project, the
goods financed out of the loan proceeds, and any relevant records and documents. MOF
will also ensure that Project facilities are operated, maintained, and repaired in
accordance with sound, administrative, financial, engineering, environmental, and
operational practices. MOF was advised of ADB’s requirement for timely submission of
audited project accounts and financial statements, and the suspension of disbursements
of the ADB loan if it fails to comply with this requirement. Sample terms of reference for
a project auditor and sample audit letter are shown in Appendix 8.

XI. MAJOR LOAN COVENANTS

32. MOF will be responsible for regular monitoring of compliance with the loan
covenants and reflect the compliance and actions taken in quarterly progress reports to
be submitted to ADB within 15 days after the reporting period. List of major loan
covenants is presented below:

COMPLIANCE WITH LOAN COVENANTS

Loan Covenants Status of Compliance

Sector

1. The Borrower shall cause the Project to be
carried out with due diligence and efficiency
and in conformity with sound administrative,
financial, engineering, environmental and
technological practices. In the carrying out of
the Project and operation of the Project Complied
facilities, the Borrower shall perform, or cause
to be performed, all obligations set forth in
Schedule 5 to the Loan Agreement.

(Loan Agreement, Section 4.01)

2. The Borrower shall make available, promptly
as needed, the funds, facilities, services, land
and other resources which are required, in
addition to the proceeds of the Loan, for the

carrying out of the Project and for the operation Complied
and maintenance of the Project facilities.

(Loan Agreement, Section 4.02)

3. In the carrying out of the Works and in the Complied.

engagement of consulting services, the
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Borrower shall cause competent and qualified
consultants and contractors, acceptable to
ADB, to be employed to an extent and upon
terms and conditions satisfactory to the
Borrower and ADB.

The Borrower shall cause the Works to be
carried out in accordance with plans, design
standards, specifications, work schedules and
construction methods acceptable to ADB. The
Borrower shall furnish, or cause to be
furnished, to ADB, promptly after their
preparation, such plans, design standards,
specifications and work schedules, and any
material modifications subsequently made
therein, in such detail as ADB shall reasonably
request.

(Loan Agreement, Section 4.03)

4. The Borrower shall ensure that the activities
of its departments and agencies with respect to
the carrying out of the Project and operation of
the Project facilities are conducted and
coordinated in accordance with sound
administrative policies and procedures.

(Loan Agreement, Section 4.04)

Complied.

Indicated in the order of the Ministry of Finance
No. 173 dated 29 December 2007

5. The Borrower shall (i) maintain, or cause to
be maintained, separate accounts for the
Project; (ii) have such accounts and related
financial statements audited annually, in
accordance with appropriate auditing standards
consistently applied, by independent auditors
whose qualifications, experience and terms of
reference are acceptable to ADB; (iii) furnish to
ADB, as soon as available but in any event not
later than 6 months after the end of each
related fiscal year, certified copies of such
audited accounts and financial statements and
the report of the auditors relating thereto
(including the auditors' opinion on the use of
the Loan proceeds and compliance with the
financial covenants of the Loan Agreement as
well as on the use of the procedures for imprest
account/statement of expenditures), all in the
English language; and (iv) furnish to ADB such
other information concerning such accounts
and financial statements and the audit thereof
as ADB shall from time to time reasonably
request.

The Borrower shall enable ADB, upon ADB's
request, to discuss the Borrower's financial
statements for the Project and its financial
affairs related to the Project from time to time
with the auditors appointed by the Borrower

Complied. MOF has opened a separate
account in the National Bank of Uzbekistan
and special treasury account for the project
management purposes.
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pursuant to Section 4.05(a) hereabove, and
shall authorize and require any representative
of such auditors to participate in any such
discussions requested by ADB, provided that
any such discussion shall be conducted only in
the presence of an authorized officer of the
Borrower unless the Borrower shall otherwise
agree.

(Loan Agreement, Section 4.05)

6. The Borrower shall enable ADB's
representatives to inspect the Project, Project
facilities, and any relevant records and
documents.

(Loan Agreement, Section 4.06)

Being complied.

7. The Borrower shall ensure that the Project
facilities are operated, maintained and repaired
in accordance with sound administrative,
financial, engineering, environmental,
technological and maintenance and operational
practices.

(Loan Agreement, Section 4.07)

Being complied.

Others

1. Established, Staffed, and Operating
PMU/PIU

Complied. Adequately staffed PIU established
in March 2008 based on the order of the
Ministry of Finance No. 173 of 29 December
2007.
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Xll.  IMPLEMENTATION OF THE ACCOMPANYING TA

33. The TA project is estimated to cost $720,000. ADB will provide a grant of
$600,000 from its TA funding program. The Government will finance the balance of
$120,000 through in-kind contributions for office accommodation, logistical support, local
travel, and counterpart staff. The impact of the TA project will be improved budget
preparation and execution under a budget classification system consistent with
international best practices, and improved linkage between budgeting and policy
objectives and investment programs.

34. The outcome of the TA project will be strengthened capacity of the Government
in budget preparation and execution using the revised budget classification. The TA
project is to address immediate capacity-building needs and focus on the areas not
covered by other donors either now or in the near future. While the TA project will aim to
have a nationwide impact, its training program will pay special attention to strengthening
the capacity of relevant staff from MOF’s Treasury, local treasury offices, Budget
Department, MOE, and line ministries selected for pilot program budgeting.

35. The TA project will have two components: (i) support for budget preparation, and
(i) support for budget execution through treasury operations using the GFMIS. The TA
project outputs will comprise (i) development of user manuals on budget preparation and
treasury operation under the revised budget classification; (ii) development of training
modules and materials in budget preparation and execution using the revised budget
classification; (iii) development of performance indicators for the education sector; and
(iv) training of 17 staff from MOF Treasury, Budget Department, and Treasury Training
Center on budget preparation and budget execution based on the revised budget
classification.

36. The TA project will be implemented over a period of 24 months, starting in
January 2008. MOF will be the EA for the TA project. MOF Budget Department will be
the main counterpart for budget preparation activities while the Treasury will coordinate
budget execution activities. The TA project will require 24 person-months of international
and 48 person-months of national consultants with the following expertise: (i)
performance-based budget preparation, and (ii) budget execution through treasury
operation. The consultants will be selected and engaged by ADB in accordance with
ADB procedures for recruiting individual consultants.

37. The piggy-backed TA will require 24 person-months of international and 48
person-months of national consultants with the following expertise: (i) performance-
based budget preparation, and (ii) budget execution through treasury operation. The
consultants will be selected and engaged by ADB in accordance with ADB procedures
for recruiting individual consultants.

38. Recruitment of consultants on an individual basis is justified on the following
grounds: (i) there is a clear distinction between the tasks of budget preparation
consultants and budget execution consultants, as their outputs can be achieved
independently and will not require a team effort or firm supervision; and (ii) the specific
nature of proposed consultancy inputs assumes good understanding of the treasury and
budget execution functions and familiarity with the local environment.
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39. To facilitate the work of national consultants and communication with MOF
Treasury and Budget Department, the international consultants will procure office
equipment in accordance with ADB’s Procurement Guidelines (2007, as amended from
time to time). Upon completion of the TA project this equipment will be passed to MOF.
The consultants will interact closely with staff of MOF, Treasury, the PMO for the loan
project, as well as with the international donor community active in this area.

Xlll. KEY PERSONS INVOLVED IN THE PROJECT

40. A list of key persons, involved in the implementation of the loan and TA project is
presented in a table below:

For ADB

Hong Wei Country Director, URM

1 Khodjaeva Street, Tashkent 100027
Republic of Uzbekistan

Tel: 998-71 1401920; Fax: 998-71 1401976

Email: hwei@adb.org

Rustam Abdukayumov Portfolio Management Officer, URM

1 Khodjaeva Street, Tashkent 100027
Republic of Uzbekistan

Tel: 998-71 1401920; Fax: 998-71 1401976
Email: rabdukayumov@adb.org

Talat Nasirov Assistant Project Analyst, URM

1 Khodjaeva Street, Tashkent 100027
Republic of Uzbekistan

Tel: 998-71 1401920; Fax: 998-71 1401976

Email: thasirov@adb.org

For the Government

B. Ashrafkhanov Deputy Minister of Finance, Head of Treasury
Tel: 998-71 2391020; Fax: 998-71 2391020

Email: bashrafkhanov@mf.uz

K. Kamalov Deputy Head of Treasury
Tel: 998-17 2391888; Fax: 998-71 239 2888

Email: kkamalov@mf.uz
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M. Shagazatov Deputy Head of Treasury, PIU Manager
Tel: 998-71 2391168, 2394238; Fax: 998-71 2391702

Email: shmohir@yahoo.com

J. Zohrab IMF Advisor to the MOF on Public Finance Reforms
Tel: 998-71 2391119; Fax: 998-71 2391702

Email: jzohrab@yahoo.co.nz

XIV. ANTICORRUPTION

41. ADB’s Anticorruption Policy (1998, as amended to date) was explained to and
discussed with the Government. Consistent with its commitment to good governance,
accountability, and transparency, ADB reserves the right to investigate, directly or
through its agents, any alleged corrupt, fraudulent, collusive, or coercive practices
relating to the Project. To support these efforts, relevant provisions of ADB’s
Anticorruption Policy are included in the loan regulations and the bidding documents for
the Project. In particular, all contracts financed by ADB in connection with the Project
shall include provisions specifying the right of ADB to audit and examine the records and
accounts of MOF and all contractors, suppliers, consultants, and other service providers
as they relate to the Project. The Government shall undertake necessary measures to
publicly disclose Project-related procurement actions such as information on adopted
bidding procedures, specifications of goods, works and consulting services, participating
bidders, and awarding of contracts.
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Appendix 1
DETAILED COST ESTIMATE AND FINANCING PLAN

Table 1: Detailed Cost Estimate by Expenditure Category (Including Taxes)

($ million)
Item Local ? Foreign Total
A. Investment Costs
1. Civil Works
a. Construction and Refurbishment of Treasury Offices 10.0 - 10.0
Subtotal (A1) 10.0 - 10.0
2. Software
a. GFMIS Software 1.0 6.8 7.8
Subtotal (A2) 1.0 6.8 7.8
3. Equipment
a. Main Servers 0.6 2.8 3.4
b. PCs and Networking Equipment 1.2 4.2 54
c. Telecommunication Equipment 1.1 5.0 6.1
Subtotal (A3) 3.0 12.0 15.0
4. Consulting Services
a. Training - 0.2 0.2
b. Procurement - 0.2 0.2
Subtotal (A4) - 0.4 0.4

5. PMO Operations
a. Staff Salary 0.2
b. Business Travel and Per Diem 0.0
c. Annual Project Audit 0.1
d. Office Expenses 0.1 - 0.1
e. Legal Services 0.0
Subtotal (A5) 0.3
Subtotal (A) 14.3

B. Recurrent Costs

1. Physical Contingencies - 1.0 1.0

2. Price Contingencies - 0.2 0.2

3. Commitment Fee - 0.1 0.1

4. Financing Charges During Implementatior - 2.6 2.6
Subtotla (B) - 3.9 3.9
Total 14.3 23.1 37.4

? Including taxes and duties of $3.95 million.
Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.
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Table 2: Detailed Cost Estimate by Financiers (Including Taxes)
($ million)

Government of

Asian Development

Uzbekistan ° Bank (OCR) Total
Item Amount Amount % Amount %
A. Investment Costs
1. Civil Works
a. Construction and Refurbishment of Treasury Offices 10.0 100.0 0.0 0.0 10.0 26.8
Subtotal (A1) 10.0 100.0 0.0 0.0 10.0 26.8
2. Software
a. GFMIS Software 1.0 0.0 6.8 100.0 7.8 20.8
Subtotal (A2) 1.0 0.0 6.8 100.0 7.8 20.8
3. Equipment
a. Main Servers 0.6 0.0 28 100.0 34 9.2
b. PCs and Networking Equipment 1.2 0.0 4.2 100.0 54 14.5
c. Telecommunication Equipment 1.1 0.0 5.0 100.0 6.1 16.4
Subtotal (A3) 29 0.0 12.0 100.0 15.0 40.1
4. Consulting Services
a. Training 0.0 0.0 0.2 100.0 0.2 0.5
b. Procurement 0.0 0.0 0.2 100.0 0.2 0.5
Subtotal (A4) 0.0 0.0 0.4 100.0 0.4 1.0
5. PMO Operations
a. Staff Salary 0.0 21.1 0.2 78.9 0.2 0.5
b. Busines Travel and Per Diem 0.0 100.0 0.0 0.0 0.0 0.1
c. Annual Project Audit 0.0 0.0 0.1 100.0 0.1 0.2
d. Office Expenses 0.1 100.0 0.0 0.0 0.1 0.2
e. Legal Services 0.0 100.0 0.0 0.0 0.0 0.0
Subtotal (A5) 0.1 40.8 0.2 59.2 0.4 1.0
Subtotal (A) 14.0 42.0 19.4 58.0 33.5 89.6
B. Recurrent Costs
1. Physical Contingencies 0.0 0.0 1.0 100.0 1.0 2.8
2. Price Contingencies 0.0 0.0 0.2 100.0 0.2 0.6
3. Commitment Fee 0.1 100.0 0.0 0.0 0.1 0.0
4. Financing Charges During Implementation 2.6 100.0 0.0 0.0 2.6 6.8
Subtotal (B) 2.6 0.0 1.3 100.0 3.9 10.3
Total 16.7 44.6 20.7 55.4 37.4 99.8

? Including taxes and duties of $3.95 million.
Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.
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Appendix 2

LOAN AGREEMENT
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PROJECT IMPLEMENTATION SCHEDULE

Appendix 4

Contract Nr Contract Name

Value
US$mill

Year 1 Year 2

Year 3

Year 4

Component |
Establishment of a Treasury Institutional Network
and Support for Capacity Building
Treasury Office Refurbishment (GOU)
MOF IT Staff Training and Certification

Subtotal |

10.000
0.200

10.200

*

Component Il
Modernization of Treasury Operations

01 GFMIS Software
First Stage Bidding
Second Stage Bidding
Design
Software Development
Installation
Testing
Piloting
Training and Roll-Out
Tuning and Monitoring

02 Main Servers
Bidding
Delivery
Installation

03 PCs and N/W for Treasury offices (1)
Bidding
Delivery

04 PCs and N/W for Treasury offices (2)
Bidding
Lead Time
Installation and Comissioning

05 Telecomm. and Networking Equipment
Bidding
Lead Time
Installation and Comissioning

06 Local Support Systems

Bidding
Installation and Comissioning

Subtotal 11}

6.800

2.822

2.660

1.574

2.088

2.892

18.836

Component Il
Project Management

PMO Operation, Monitoring, and Evaluati

IT/Procurement Advisor (International)

Subtotal Ill}

0.203

0.180

0.383

Total]

29.419

Note: Total cost excludes contingencies, taxes and duties, interest and other charges

Source: Asian Development Bank estimates.



Appendix 5

TERMS OF REFERENCE FOR INFORMATION TECHNOLOGY AND
PROCUMENT ADVISOR

A. Background

1. The Ministry of Finance (MOF) is in the process of establishing a modern treasury with a
nationwide network of treasury offices servicing the budget organizations of national and
subnational governments and revenue collection agencies.

2. To support the functions of the treasury, MOF is planning to implement a
comprehensive, computer-based government financial management information system
(GFMIS) covering the functions of (i) appropriations management, (ii) commitments and
payments management, (iii) receipts management, (iv) cash planning and management, (v)
bank management, (vi) financial assets (debt and fixed income) management, (vii) accounting,
and (viii) analysis and reporting. The GFMIS will be implemented and installed in the Treasury
main office in Tashkent and in some 213 offices at regional (oblast) and district (rayon) levels,
covering approximately 50,000 individual budget organizations.

B. Procurement of the Government Financial Management Information System
3. The GFMIS will be procured via the following discrete procurement packages.
(i) Package 1: Procurement of GFMIS software and Main Servers. This includes

the supply, parameterization and implementation of an integrated software
package, together with associated services including (a) development of
integration modules for data exchange with other Government of Uzbekistan
systems; (b) development of documentation and training in local languages; (c)
installation, testing, and deployment of the GFMIS in all treasury locations; (d)
training of treasury staff in use of the GFMIS; and (e) technical training of MOF IT
and treasury staff to enable them to support the GFMIS. This package also
covers the supply, installation, commissioning and support of the main server
hardware and data storage equipment required to operate the GFMIS application
in the main treasury computer center in Tashkent, plus a reduced set of
equipment in a back-up computer center, also in Tashkent. The two sites will be
linked by high-speed data lines and connected to the full treasury network. These
items have been included in a separate procurement package to reflect the
importance of the central servers to the effective development and operation of
the GFMIS. The advisor will need to pay particular attention to gaining
contractual assurance from the contractor that all elements of the GFMIS (both
software and hardware) meet the functionality and performance requirements of
the Project.

(i) Package 2: Supply of computers and networking equipment for treasury
offices. This package covers the procurement of a number of computers,
printers, related local servers and electronic security facilities for treasury offices
prior to development of the GFMIS. These items will be used initially for standard
office functions and for accessing MOF’s interim treasury system, and will
subsequently be used with the GFMIS.



(iii) Package 3: Supply of telecommunication networking equipment and local
support systems. This procurement package covers the networking equipment
(including routers, firewalls and internet telephony devices) required to
interconnect all treasury locations, and supply and installation of cabling, local
area network switches, telecommunications cabling, uninterruptible power
supplies, fiber-optic connections, alarm and monitoring systems, and fire
detection and suppression equipment.

4. Package 1 will be procured using a two-stage: two envelope international competitive
bidding (ICB) process in accordance with ADB Procurement Guidelines (2006, as amended
from time to time). Packages 2 and 3 will be procured using a single-stage ICB process.

C. Objective and Scope of Work

5. An international IT and procurement expert (8 person-months) will provide advice and
guidance to MOF for the entire procurement process of the six procurement packages, with
special attention to package 1 (development and implementation of GFMIS software). MOF will
engage an individual international consultant in accordance with ADB Guidelines on the Use of
Consultants (2007, as amended from time to time).

D. Description of Tasks

6. The consultant will work closely with staff of MOF IT department, Treasury Department,
and the project management office (PMO). The consultant will accomplish the following tasks.

1. Package 1: Procurement of GFMIS Software and Main Servers

(i) Advise on development of bid evaluation procedures, criteria and scoring
documentation for two stage : two envelope bidding in accordance with ADB’s
Procurement Guidelines and procedures.

(i) Attend stage 1 bid opening, participate in bid clarification meetings, participate in
evaluation of stage 1 bids and prepare (a) minutes of bid clarification meetings;
and (b) written clarifications to bidders, if necessary.

(iii) Assist the PMO in preparing stage 1 draft bid evaluation report for ADB review
and approval.

(iv)  Attend stage 2 bid opening, participate in evaluation of stage 2 bids and assist
the PMO in preparing stage 2 draft bid evaluation report for ADB review and
approval.

(v) Assist MOF in contract negotiations with the first-ranked bidder as required.

(vi) Furnish a report to the PMO on the bidding and contracting process, and on the
initial stages of contract execution.

2. Packages 2-3



(i) Advise on development of bid evaluation procedures, criteria and scoring
documentation in accordance with ADB’s Procurement Guidelines (2006, as
amended from time to time) and procedures.

(i) Attend bid opening, participate in bid evaluation and prepare a draft bid
evaluation report for ADB review and approval.

(iii) Assist the MOF in contract negotiations with the first-ranked bidders for contract
packages 2—6, as required.

(iv) Furnish a report to the PMO and MOF on the bidding and contracting process,
and on the initial stages of contract execution.

E. Implementation Schedule, Reports, and Documents

7. The consultancy will provide a total of 8 person-months to be undertaken over a period
of approximately 16 months as shown in figure 1 below. The schedule in figure 1 is indicative
only; actual dates and durations of engagements will be agreed between the consultant and the
PMO during the inception phase to ensure that the consultant is available at the actual times
needed.

8. The consultant will submit to the PMO and MOF (i) an inception report at the end of the
first week of the first mission, (ii) a brief report at the end of each mission, and (iii) a
comprehensive final report by the end of the consultancy.

9. For package 1, the consultant will submit to MOF (i) recommended evaluation
procedures, criteria and scoring documentation; (ii) a draft stage 1 bid evaluation report; (iii)
minutes of bid clarification meetings; (iv) a finalized stage 1 bid evaluation report; (v) stage 2
bidding documentation; (vi) a stage 2 bid evaluation report; (vii) minutes of contract negotiation;
and (viii) a report to both MOF and the PMO on the bidding and contracting process, and on the
initial stages of contract execution.

10. For packages 2-3, the consultant will submit to MOF (i) recommended evaluation
procedures, criteria and scoring documentation; (ii) a bid evaluation report; (iii) minutes of
contract negotiation; and (iv) a report to both MOF and the PMO on the bidding and contracting
process, and on the initial stages of contract execution.



Appendix 6

REVISED PROJECT PROCUREMENT PLAN
(As of 8 May 2008)

Project Information

Country

Uzbekistan

Name of Borrower

Republic of Uzbekistan

Project Name

Public Finance Management Reform Project

Loan Reference

2338-UZB

Date of Effectiveness

14 December 2007

Amount in S$

OCR loan-$20.64 million

Of which committed, $ Nil

Executing Agency Ministry of Finance
Approval Date of Original Procurement Plan 28 June 2007
Approval of Most Recent Procurement Plan 6 May 2008

Publication for Local Advertisements General
procurement notice, invitations to prequalify and to
bid, and calls for expressions of interest.

[to be filled up later]

Period Covered by the Plan

18 months from Loan approval

Procurement Thresholds, Goods, Works and Contracts

Procurement Method

To be used for contracts valued at:

ICB Goods (IT Software and Equipment)

More than $0.5 million

Shopping Procedure

Between $10,000 and $100,000

Direct Contracting

Not more than $10,000

ICB = international competitive bidding, IT = information technology.

List of Contract Packages in Excess of $100,000

Ref Contract Description Estimated | Procurement | Expected Date of | Prior
No. Cost Method Advertisement Review
($ million) YIN
1 Procurement of GFMIS Application 10.4 ICB September 22 Y
Software and Main Servers
2 Procurement of Computers and 2.1 ICB July 18 Y
Office Equipment for Treasury
Office’s
3 Procurement of 6.3 ICB September 26 Y
telecommunication, local area
networking, infrastructure
equipment and systems
4 IT and Procurement Consulting 0.18 ICS June 08 Y
Service
5 IT Training and Certification 0.2 CQs November 09 Y

CQS = consultant’s qualification selection, GFMIS = government financial management information system, ICB =
international competitive bidding, ICS = individual consultant selection, IT = information technology




Appendix 7
PROJECT PROGRESS REPORTS
A. Introduction

1. Loan regulations and loan and project agreements require the borrower and executing
agency (EA) to provide ADB with reports and information it reasonably requests. These include
the EA’s periodic progress reports that enable the borrower, EA, and ADB to monitor project
progress, become aware of problems during implementation, and assess whether the
immediate project objectives will be met.

2. Generally, the borrower or EA submits the progress reports quarterly, regardless of
progress achieved during the period. When little or no progress is achieved, the progress
reports inform ADB of the reasons and problems delaying implementation or that may result in
the immediate objectives not being met.

B. Content and Format

3. The content of the progress report includes sufficient information in summary form to be
useful to ADB as a funding agency. The purpose of the report is to enable the borrower, EA,
and ADB to monitor the latest progress, become aware of current problems, and assess
whether the project’s immediate objectives will be met. More detailed reports are prepared by
consultants or contractors for the project management office (PMO) or project implementation
unit (PIU), and by the PMO or PIU for the EA’s management. These reports are held at the
PMO or PIU and are made available for ADB review, midterm review, and project completion
review missions.

4. The progress report sent to ADB is an executive summary of the detailed reports; with
format and content permitting ADB staff to readily capture key information for inputting into the
project performance report (PPR) as suggested in Attachment 1. When ADB requires detailed
information (such as background to a particular problem), this is included as an appendix.
Simple charts such as a bar or milestone charts to illustrate implementation progress, a chart
showing actual versus planned expenditures, and the relationship between physical and
financial performance are included. A framework and guidelines for calculating project progress
and a sample implementation schedule are shown in Attachments 1 and 2 below.

C. Procedure

5. A pro forma progress report with format and content agreed to by the borrower, EA, and
ADB is appended to the processing mission’s memorandum of understanding. The sector
division or the regional or resident mission (RM) responsible for implementing the project
provides the borrower or EA with an updated sample report after the loan is approved and
before the project inception mission. This reminds the borrower or EA of ADB's progress
reporting requirements. The sample report will be then incorporated in the project administration
memorandum to be discussed and finalized during the project inception mission. If a progress
report is not received within two weeks of the scheduled date of receipt, a reminder is
immediately sent to the borrower or EA. Repeated delays in sending progress reports are
recorded in the PPR and discussed with the borrower or EA by the project review mission.



A.

Attachment 1

PRO FORMA OF THE EXECUTING AGENCY’S PROJECT PROGRESS REPORT

Introduction and Basic Data

Provide the following:

(i)

(ii)
(iii)

(iv)
(v)

(vi)

ADB loan number, project title, borrower, executing agency(ies), implementing
agency(ies);

total estimated project cost and financing plan;

status of project financing including availability of counterpart funds and
cofinancing;

dates of approval, signing, and effectiveness of ADB loan;

original and revised (if applicable) ADB loan closing date and elapsed loan period
based on original and revised (if applicable) loan closing dates; and

date of last ADB review mission.

Utilization of Funds (ADB Loan and Counterpart Funds)

Provide the following:

(i)

(ii)
(iii)

cumulative contract awards financed by the ADB loan and counterpart funds
(commitment of funds to date), and comparison with time-bound projections
(targets);

cumulative disbursements from the ADB loan and counterpart funds
(expenditure to date), and comparison with time-bound projections (targets); and
re-estimated costs to completion, need for reallocation within ADB loan
categories, and whether an overall project cost overrun is likely.

Project Purpose

Provide the following:

(i)

(ii)

(iii)
(iv)

status of project scope/implementation arrangements compared with those in the
report and recommendation of the President (RRP), and whether major changes
have occurred or will need to be made;

an assessment of the likelihood that the immediate development objectives
(project purpose) will be met in part or in full, and whether remedial measures are
required based on the current project scope and implementation arrangements;
an assessment of changes to the key assumptions and risks that affect
attainment of the development objectives; and

other project developments, including monitoring and reporting on environmental
and social requirements that might adversely affect the project's viability or
accomplishment of immediate objectives.

Implementation Progress

Provide the following:

(i)
(ii)
(iii)

assessment of project implementation arrangements such as establishment,
staffing, and funding of the PMO or PIU;

information relating to other aspects of the EA’s internal operations that may
impact on the implementation arrangements or project progress;

progress or achievements in implementation since the last progress report;



(iv) assessment of the progress of each project component, such as, (a) recruitment
of consultants and their performance; (b) procurement of goods and works (from
preparation of detailed designs and bidding documents to contract awards); and
(c) the performance of suppliers, manufacturers, and contractors for goods and
works contracts;

(v) assessment of progress in implementing the overall project to date in comparison
with the original implementation schedule—quantifiable and monitorable target;
and

(vi) an assessment of the validity of key assumptions and risks in achieving the
quantifiable implementation targets.

E. Compliance with Covenants

Provide the following:

(i) the borrower's compliance with policy loan covenants such as sector reform
initiatives and EA reforms, and the reasons for any noncompliance or delay in
compliance;

(i) the borrower’s and EA’s compliance with financial loan covenants including the
EA’s financial management, and the provision of audited project accounts or
audited agency financial statements; and

(i)  the borrower's and EA’s compliance with project-specific loan covenants
associated with implementation, environment, and social dimensions.

F. Major Project Issues and Problems

Summarize the major problems and issues affecting or likely to affect implementation
progress, compliance with covenants, and achievement of immediate development objectives.
Recommend actions to overcome these problems and issues (e.g., changes in scope, changes
in implementation arrangements, and reallocation of loan proceeds).



PROJECT IMPLEMENTATION PROGRESS

Attachment 2

(@) (b) (a)x(b)
Activities Year 1 Year 2 Year 3 Year 4 Assigned| Actual | Weghted
Weight | Progress | Progress
tfoajmwvirfofmwjvitufmpivic]afmfiv
Establishment of PIU i 3% 100% 3.00%
MOF IT Staff Training & Certification s 5% 0% 0.00%
Procurement of GFMIS and Main Servers e 5% 10% 4.50%
Procurement of PCs and Office Equipment I 14% 10% | 1.40%
Procurement of Telecom Equipment e 0% 10% 2.00%
PMO Operation, Monitoring & Evaluation | [ 0% 12% | 1.20%
IT/Procurement Advisor (International) . 3% 0% 0.00%
Total 100%
Weight
Impl. 12.10%
Progress
Flapsed | 5 08% 6 12.48
Period




Appendix 8

SAMPLE AUDIT LETTER

ASIAN DEVELOPMENT BANK
Uzbekistan Resident Mission

Mr./Ms.
[Da
te]’
Ministry of Finance
Republic of Uzbekistan

Dear Sir or Madam:

Subject: Loan No. 2338-UZB: Public Finance Management Reform
FINANCIAL REPORTING AND AUDITING REQUIREMENTS

This letter is to ensure your timely compliance with the loan covenants and the
quality of financial information as required by ADB. ADB's Handbook for Borrowers on the
Financial Governance and Management of Investment Projects Financed by the ADB (the
Booklet) is enclosed to guide you.

ADB, by its Charter, is required to ensure that the proceeds of any loan made,
guaranteed, or participated in by ADB are used for the purposes for which the loan was
approved. ADB requires accurate and timely financial information from its borrowers to be
assured that expenditure was for the purposes stated in the loan agreement.

For this particular loan, the requirements are stipulated in sections  and

® of the Loan Agreement of between ADB and [the Borrower] and
sections * and ° of the Project Agreement® of between ADB
and [name of the EA].” Copies of the Loan/Project Agreements are enclosed for onward
transmission by your office to your EA and the auditor(s), together with a copy of this letter.

The following are the main requirements:

ADB requires the EA to maintain separate project accounts and records
exclusively for the Project to ensure that the loan funds were used only for the
objectives set out in the Loan or Project Agreements. The project accounts
comprise the following:®

The first set of project accounts to be submitted to ADB covers the fiscal year

ending . As stipulated in the Loan or Project Agreements,
they are to be submitted up to months after the end of
the fiscal year. For this loan, the deadline is by A

sample report format with explanatory notes, is attached as Annex A.

The accounts and records for the project are to be consistently maintained by
using sound accounting principles. Please stipulate that your external auditor
is to express an opinion on whether the financial report has been prepared
using international or local generally accepted accounting standards and
whether they have been applied consistently.



ADB prefers project accounts to use international accounting standards
prescribed by the International Accounting Standards Committee. Please
advise your external auditor to comment on the impact of any deviations, by
[name of the Executing Agency] from international accounting standards.

Please ensure that your external auditor specifies in the Auditor's Report the
appropriate auditing standards they used, and direct them to expand the
scope of the paragraph in the Auditor's Report by disclosing the key audit
procedures followed. Your external auditor is also to state whether the same
audit procedures were followed for all supplementary financial statements
submitted.

ADB wishes that auditors conform to the international auditing standards
issued by the International Federation of Accountants. In cases where other
auditing standards are used, request that your external auditor to indicate in
the Auditor's Report the extent of any differences and their impact on the
audit.

The external auditor's opinion is also required on whether

- the proceeds of the ADB's loan have been utilized only for the project
as stated in the Loan Agreement;

- the financial information contains data specifically agreed upon
between [name of the Borrower or EA] and ADB to be included in the
financial statements;

- the financial information complies with relevant regulations and
statutory requirements; and

- compliance has been met with all the financial covenants contained in
the Loan or Project Agreements.

The Auditor's Report is to clearly state the reasons for any opinions that are
qualified, adverse, or disclaimers.

Actions on deficiencies disclosed by the external auditor in its report are to be
resolved by [name of Borrower or Executing Agency] within a reasonable
time. The external auditor is to comment in the subsequent Auditor’'s Report
on the adequacy of the corrective measures taken by [name of Borrower or
EA].

Compliance with these ADB requirements will be monitored by review missions and

during normal project supervision, and followed up regularly with all concerned, including the
external auditor.

Yours sincerely,

Country Director
Uzbekistan Resident Mission
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