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REVISED GUIDANCE ON USING THE APFS STANDARD REVIEW CHECKLIST 

____________________________________________________________________________________ 
Please note: The review checklist is not exhaustive and does not apply to all situations. Its use requires 
due care and professional judgment. Please seek specialist advice where more technical input is required. 
In the first instance, assistance can be sought from your department’s financial management specialist. 

Checklist Item Guidance 
A. BASIC REQUIREMENTS  
1. Auditor is acceptable (an 

independent auditor, whose 
qualifications, experience 
and terms of reference are 
acceptable to ADB) 

• The auditor must: (i) be objective and independent; (ii) be well-
established and reputable; (iii) be able to demonstrate experience in 
auditing financial statements for projects and entities comparable in 
type, nature and complexity; and (iv) propose and assign personnel 
who have the necessary capabilities to complete the audit 
competently and on time. 
• In many DMCs, statutory requirements specify the use of the 
supreme audit institution (SAI) or government audit office. ADB will 
make a country-level determination of SAI acceptability. 
• Auditor recruitment and appointment arrangements should have 
been assessed during project processing. The key task is to check 
that the auditor was recruited and appointed as agreed. 
 
Ref: OM J7/OP (para 8), PAI 5.07 (paras. 9–11) 

2. Submission of complete 
requirements: 
 
2.1. Auditor’s opinion on the 

project financial 
statements 

 
2.2. Management letter 
 
2.3. Audited project financial 

Statements, including 
notes thereto 

 
2.4. Specific auditor’s 

opinions (i), (ii), (iii), and 
(iv) 

• The legal agreements and PAM state the specific requirements. 
• Confirm that 2.1 – 2.3 were submitted (see also sections B–D 
below). 
• Check which specific opinions (i) and (ii) are required, and 
confirm that they were provided: 
 

(i)  Use of proceeds for purpose(s) intended: 
The auditor must confirm whether loan proceeds were used only for 
the purposes of the project (e.g., In our opinion, the funds have 
been used in all material respects in accordance with the conditions 
of the grant agreement between the Aksala Republic and ADB). 
 

(ii) Compliance with financial covenants, where applicable: 
• The financial covenants include financial ratios (e.g., debt-
service-coverage ratio), submission of audited entity financial 
statements, and other financial matters, within the scope of the 
auditor’s professional competence. These should be defined in the 
PAM and auditor terms of reference. 
• The auditor should confirm the level of compliance for each 
financial covenant. 

(iii) Compliance with statement of expenditure (SOE) procedures: 
• The auditor is required to confirm whether adequate supporting 
documentation has been maintained to support claims to ADB for 
reimbursement of expenditures incurred and that expenditures are 
eligible for financing under the legal agreements (e.g., In our 
opinion, with respect to Statements of Expenditures, adequate 
supporting documentation has been maintained to support claims to 
the Asian Development Bank for reimbursement of expenditures 
incurred and which expenditures are eligible for financing under the 
loan agreement). 

(iv) Compliance with imprest fund procedures: 
• The auditor should express opinion on the use of imprest fund 
procedures for all imprest account(s) and sub-account(s) (e.g., In 
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our opinion, the imprest account(s) fairly reflect the receipts 
collected and payments made during the year ended 30 June 2015, 
and those receipts and payments support imprest account 
liquidations/replenishments during the year). 

If the auditor does not confirm items (i) to (iv), seek specialist 
advice. 
 
Items (iii) and (iv) are not required for all projects that commence 
fact-finding on or after 15 October 2015. 
 
Ref: OM J7/OP (para. 9), PAI 5.07 (paras. 3–4, 12–13, 15) 

3. Audit report and APFS are in 
English language 

• The auditor should provide the audit report and the APFS in 
English. Translated audit report and APFS are not acceptable as 
they would be dependent on the reliability, competency, and 
objectivity of translator. 
 
Ref: OM J7/OP (paras. 10–11),  PAI 5.07 (paras. 3–4) 

4. Audit report and APFS 
received within covenanted 
period 

• The legal agreements and PAM will state the submission period, 
i.e., 6 months from the fiscal year-end, unless an extension has 
been requested and justified after consultation with OSFM. 
 
Ref:  OM J7/OP ( paras. 10–11),  PAI 5.07 (paras. 16–17) 

B AUDITOR’S OPINIONS 
5. Auditor’s opinion format is in accordance with recognized standards (e.g., International Standards 

on Auditing or ISA) 
 5.1. Does it clearly state the   

financial reporting 
framework applied and 
the auditing standards 
used. 

• The audit report should indicate the financial reporting framework 
applied (e.g., In our opinion, the special purpose financial 
statements present fairly, in all material respects, the financial 
position of the Project as at 31 December 2012, its financial receipts 
and disbursements for the year then ended in accordance with the 
International Public Sector Accounting Standard: Financial 
Reporting Under the Cash Basis of Accounting.   
• The auditor’s opinion on the financial statements should state the 
auditing standards or practices under which audit was conducted 
(e.g., We have conducted our audit in accordance with international 
standards on auditing [and/or applicable national standards]). 
 

 5.2.  Does it provide a 
definite or a clear 
expression / opinion on 
whether the financial 
statements are 
presented fairly or give 
a true and fair view [if 
not, specialist advice 
should be sought] 

 

 

 5.3.  Does the auditor’s 
opinion on the financial 
statements include 
elements: (i) title (ii) 
addressee (executing 
agency and/or 
borrower), (iii) 
identification of the 
financial information 
audited, (iv) 
management’s 
responsibility, (v) 

• This provides a basis for assessing the quality and authenticity of 
the audit report. 
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description of the 
auditor’s responsibility, 
(vi) expression of an 
opinion, (vii) auditor’s 
signature, (viii) date of 
the audit report, (ix) the 
auditor’s address and 
(x) emphasis of matter 
paragraph (where 
applicable). 

 
 

6. Auditor’s opinion on APFS: 
Did the auditor use one of 
these phrases to express 
their (unqualified) opinion in 
accordance with ISA: 
 
(i) The financial statements 
present fairly, in all material 
respects, … in accordance 
with [the applicable financial 
reporting framework]; or 
 
(ii) The financial statements 
give a true and fair view of … 
in accordance with [the 
applicable financial reporting 
framework] [if not, specialist 
advice should be sought] 

• Check type of auditor’s opinion. Is it an unqualified opinion, or is 
it a modified opinion. For instance: (i) qualified opinion (e.g., except 
for the effects of…); (ii) adverse opinion (e.g., do not present 
fairly…); or (iii) disclaimer of opinion (e.g., does not express an 
opinion...). If in doubt, seek specialist advice. 
• The type of auditor’s opinion is not the basis for assessing the 
acceptability of the submitted audited project financial statements. 
Rather, when there is a modified opinion, the reviewer should seek 
specialist advice on how to assess and respond. 
 
 
Ref: PAI 5.07 (paras. 12–13) 

C. AUDITED PROJECT FINANCIAL STATEMENTS 
7. Project financial statements 

are clear and cover key items 
of receipts and expenditures 
(7.1–7.3) 

• The project financial statements should be presented in the 
agreed format as recorded in the PAM (however, in practice, few 
PAMs include the reporting format, but this is improving for more 
recently-approved projects). 
• Presentation of funds received by method of withdrawal (e.g., 
direct payment, reimbursement, imprest account) is not mandatory, 
but may be provided as additional information. 
• Check that funds received from each source (e.g., OCR, ADF, 
government, cofinanciers) are included and are identified 
separately.  
• Check that funds received by method of withdrawal are provided 
(desirable but not mandatory). 
• Check that in-kind contributions that are quantifiable and 
measurable are valued using the methodology described in the 
RRP and PAM, and included in the financial statements as a 
separate expenditure category. If in-kind contributions are not 
measurable, these should be disclosed in a note to the financial 
statements.   
• The expenditure categorizations will be agreed during 
processing and specified in the cost estimates and loan/grant 
allocation table. The categories should have been based on the 
government’s chart of accounts which should ease reporting.  
 

8. Project financial statements 
contain all key components 

• This will be country and project-specific, and should be defined 
in the PAM or by country accounting/financial reporting instructions. 
A set of project financial statements might include (depending on 
the financial reporting framework used): 

1. Balance sheet/ statement of financial position 
2. Statement of cash receipts and payments 
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3. Statement of budgeted versus actual expenditures 
4. Imprest account statement ( where applicable),  
5. Summary statement of expenditures (where applicable) 
6. Notes to the financial statements 

9. Project financial statements 
include figures for the current 
year, previous year, and 
cumulative to date 

• The cumulative figures should be from loan effectiveness (or 
retroactive financing, if allowed) 
• The comparison against the latest cost estimates is desirable 
not mandatory and will depend on country and project-specific 
agreements and arrangements 
 

10. Notes to the financial 
statements are provided. 

• The notes should include a (i) summary of significant accounting 
policies (ii) statement of the accounting basis (cash or accrual), and 
(iii) financial reporting framework, for instance, the regulations or 
instructions governing the preparation and presentation of the 
financial statements. 
• Basic project information should be stated, including loan/grant 
details project objectives, and project components. 

11. Financial statements are 
signed and dated 

• This is necessary for authenticity and ownership. 

12. Analytical review:  
 12.1. Is the financial 

information consistent 
with ADB's own records 

• Judgment must be applied. An exact reconciliation is not 
required and, in any case, may be extremely difficult due to 
currency conversion and timing differences. Relevant LFIS/GFIS 
reports (http://lfis.adb.org ) include: 

1. Statement of Loans (ALR900) 
2. Statement of Disbursements (ALR922) 

 12.2. Are there any  
expenditures that 
appear unusual or 
ineligible? Project 
Team must consult CTL 
where ineligible or 
unusual expenditures 
are noted, for 
appropriate treatment 
and approach. 

• If the APFS review identifies any unusual or potentially ineligible 
items, these should be discussed with CTL for discussion of follow 
up and further actions. 

 12.3. Are there trends or 
comparisons that 
should be clarified 

• For instance, if civil works expenditures are tracking as 
expected, while resettlement expenditures are far below budget, this 
would raise concerns with safeguards compliance. 

 12.4. Are reported 
expenditures within 
budget and consistent 
with the cost estimates 
and eligible ADB 
financing percentages 

• Look for higher-than-expected expenditures that might require a 
review of the cost estimates and/or loan/grant allocations. 
• Review any significant deviations in financing percentages 
described in loan/grant allocation tables. 

 12.5. Are there significant  
computational errors 
and/or inconsistencies 
in the information 
presented 

• There should be no need to recheck the arithmetic accuracy of 
the APFS, as it is reasonable to expect that the auditor has done so, 
but any significant computational errors should be noted and will 
indicate serious concerns about the quality of both the project 
financial statements which were prepared and the audit which was 
conducted. 

 12.6. Are there any 
indications of fraud and 
corruption noted in the 
review?  Project Team 
may consult OAI where 
the review might 
indicate any cases of 
fraud and corruption, 
for further evaluation. 

• If the APFS review might indicate any cases of fraud or 
corruption, the project team may, at its discretion, consult OAI for 
further evaluation and further actions. 
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 12.4.  Any other 
observations 

• Any other significant observations should be recorded, for 
instance regarding counterpart funds or project implementation. 

D.  MANAGEMENT LETTER  
13. Management letter provided 

which includes: 
Ref: PAI 5.07 (para. 15) 

 13.1. Any weaknesses in the 
accounting and internal 
control systems that 
were identified during 
the audit, including any 
irregularity in the use of 
the imprest fund and 
SOE procedures 
(where applicable) 

• A general overview of the internal control systems is not 
mandatory, but may be provided as background information. 
• When specific issues and weaknesses are not identified, the 
auditor may provide a generally positive overview of internal control 
systems. If specific issues are identified, the general overview may 
be omitted. 
• Inform CTL of any irregularities in the use of imprest fund and 
SOE procedures. 

 13.2. Any identified internal 
control weaknesses 
related to the 
procurement process 
such as, over the 
bidding, evaluation and 
contract management 
domains 

• Does the management letter report on issues that may 
adversely affect project implementation and heighten fiduciary risk. 
• Auditors, particularly SAIs, may focus on matters of less 
significance, so judgment must be applied in identifying significant 
matters for further examination and/or follow-up. 

 13.3. Details of any ineligible 
expenditure identified 
during the audit 
including identifying the 
financier to whom the 
ineligible expenditure 
relates to. Expenditure 
is considered ineligible 
if it refers to 
expenditures incurred 
for purposes other than 
the ones intended 
under the legal 
agreement(s); 
expenditures not 
allowed under the  
terms of the 
legal/financing 
agreements; and 
expenditures incurred 
in violation of applicable 
government regulations 

• Review if ineligible expenditures were corrected or adjusted, 
and related funds returned to the related financier.  
• Does the management letter indicate the financier to which the 
ineligible expenditures relate? 
• Inform CTL of any irregularities in the use of imprest fund and 
SOE procedures. 
• Consult CTL on follow up and further actions where ineligible 
expenditures are noted by auditors. 

 13.4. Recommendations to 
rectify identified 
weaknesses 

• Has the auditor made relevant and practical recommendations 
to address the identified weaknesses and issues 

 13.5. Management’s 
comments on the audit 
recommendations 
along with the 
timeframe for 
implementation 

• Did the client management concur with the audit findings and 
agree to address the issues or undertake specific remedial actions. 
If not, this should be followed up. 
 

 13.6 The status of significant 
matters raised in 
previous management 
letters 

• Were audit findings and recommendations from previous years 
resolved satisfactorily? If not, did the executing agency provide 
adequate justification for failing to take action? Significant 
outstanding issues should be raised with the executing agency. 
 

 13.7  Details on any findings 
relating to fraud and/or 

• Does the management letter report on issues or cases of fraud 
and corruption. 
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corruption. Project 
Team must consult OAI 
where fraud and 
corruption are noted by 
auditors, for appropriate 
treatment and 
approach.  

• Consult OAI where fraud and corruption are noted by auditors, 
for appropriate treatment and approach. 

 13.8  Any other matters that 
the auditor considers 
should be brought to 
the attention of the 
project management 

 

E. CONCLUSION, PUBLIC DISCLOSURE, AND FOLLOW-ON ACTIONS (if any)  
14. Conclusion: The reviewer 

should conclude whether or 
not the submission is 
acceptable to ADB in 
substance and form 
 
Acceptability and 
Project Rating 

Ref: PAI 5.07 (paras. 23–24)  
 
 
 
 
***The performance indicator for financial management will be 
revised in 2015 
 

 14.1.  Completeness and 
quality 

• Are the APFS and audit report significantly complete and of 
acceptable quality (when compared with the agreed requirements). 

 14.2.  Received within 
covenanted period 

 

 14.3.  No significant issues 
requiring follow-up 
action 

• Are there any significant APFS-related issues that require 
follow-up.  

 General remarks: • If necessary, make general remarks on the acceptability and 
project rating. 

15. Public Disclosure  
 15.1.  Are the APFS subject 

to public disclosure 
• Applies to sovereign projects for which the invitation to 
negotiate was issued on or after 2 April 2012 (the Public 
Communications Policy effectivity date). The disclosure requirement 
should be incorporated in the loan/grant agreement. 

 15.2.  The APFS and the 
auditor’s opinion 
thereon have been 
separated from the 
management letter 
and other documents 
(e.g., audited entity 
financial statements) 
and uploaded to eOps 
and submitted for  
disclosure 

• Per OM Section J7/OP, audited project financial statements and 
the audit report will be disclosed no later than 14 calendar days of 
ADB’s confirmation of their acceptability. Country specific 
circumstances that could affect the timing of disclosure will be 
agreed during either country level discussions with ADB or project 
processing and documented in the PAM as appropriate. 

 15.3   Record following 
dates:(i)  date of 
uploading in eOps and 
(ii)  latest date for 
disclosure    

 

 15.4.  The APFS and the 
auditor’s opinion 
thereon do not contain 
references to disputed 
territories or 
geographic areas, or 

• These are not necessarily grounds for non-disclosure; however 
DER, OSFM and OGC guidance must be sought in such cases. 
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Additional information is available from:  

ADB. 2015. Project Financial Reporting and Auditing. Operations Manual. OM J7. Manila.  
ADB. 2015. Financial Reporting and Auditing of Loan- and/or Grant-Financed Projects. 
Project Administration Instructions. PAI 5.07. Manila.  
ADB. 2012. Loan Disbursement Handbook. Manila.  
ADB. 2005. Guidelines for the Financial Management and Analysis of Projects Financed by the 
Asian Development Bank. Manila.  
ADB. 2015. Technical Guidance Note: Project Financial Reporting and Auditing. Manila. 

 

any other issues which 
may have reputational 
impact to the DMC or 
to ADB 

 15.5.  The APFS and the 
auditor’s opinion can 
be publicly disclosed 

• If No, cite relevant PCP exception(s). Refer to paragraph 97 of 
PCP 2011 for the exceptions. DER, OSFM and OGC guidance 
must be sought before deciding not to publicly disclose the APFS 
or parts thereof.   
• The audit management letters, additional auditor’s opinions, and 
entity financial statements, if applicable, will not be disclosed. These 
types of information would generally fall under public 
communications policy exceptions to disclosure.  
 
ADB. 2011. Public Communications Policy. Paragraph 97(iv) and/or 
97(v). 

16. Follow-on actions needed 
(irrespective of compliance, 
the reviewer should indicate 
what follow-on actions are 
required, if any).  
 

• In case of audit findings of a serious nature—such as 
misappropriation or diversion of funds, non-submission of 
supporting documents, or use of funds for non-project-related 
activities—suitable actions shall be immediately initiated or taken 
by the borrower or the executing agency, in close coordination with 
the auditor and ADB. 
  
• These actions could include (i) requesting executing agency to 
indicate how they will address findings in the management letter or 
auditor’s opinions; (ii) further review by FM Specialist; (iii) increased 
monitoring of financial issues; (iv) need to strengthen project 
implementation arrangements, (v) need to improve financial 
reporting content and presentation; (vi) requiring next year’s audit to 
cover two years, including a re-audit of current year; (vii) requiring a 
change in the auditor terms of reference for next year’s audit; (viii) 
requiring a replacement of the auditor for next year; (ix) consultation 
with CTL for any findings relating to disbursements; or (x) 
requesting an OAI spot audit. 


