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FINANCIAL MANAGEMENT ASSESSMENT 

1. The financial management assessment was prepared in accordance with ADB’s 
Financial Management and Analysis of Projects1 and Financial Due Diligence: A Methodology 
Note.2 The assessment was completed at the country level, and for Local Government Division 
(LGD) as the executing agency (EA) and Urban Local Bodies (ULBs) as implementing agencies 
(IAs) using ADB’s Financial Management Assessment Questionnaire.  

2. The Government of Bangladesh has been undergoing reforms in its public financial 
management systems. The Financial Management Reform Programme (FMRP) commenced in 
2003 and introduced the Wide Area Network in all Divisional and District Accounts offices. The 
FMRP also introduced the Transaction Accounting System, which was later replaced by the 
Integrated Budget and Accounting System (IBAS). IBAS prescribes a standard system for 
recording all government transactions across government. For development budgeting, the 
process entails the preparation of an Annual Development Program (ADP) by each ministry and 
specific executing agencies. A Programming Committee is constituted in the Planning 
Commission with the participation of the Finance Division, Economic Relations and 
Implementation Division, and Monitoring and Evaluation Division. This committee undertakes a 
review of the ADP. The control of expenditure rests with the Secretary of the Ministry, who acts 
as the Principal Accounting Officer of his ministry/division, its attached departments and 
subordinate offices with respect to receipts and expenditures incurred from the budget 
controlled by his ministry/division. 

3. The ongoing UPHCP II, including the Project Management Unit (PMU) under EA, Project 
Implementation Units (PIUs) under IAs and partner agency-NGOs (PA-NGOs), is covered by 
the financial rules issued by the Ministry of Finance (MOF). The budgeting process is based on 
the annual implementation plan submitted by the PIUs, taking into account the budget 
guidelines issued by the EA. The PMU reviews the PIUs’ budget and consolidates these into a 
project budget for approval by LGD. In terms of recording expenditures, separate books of 
accounts are maintained by the PMU and each PIU and PA-NGO. A quarterly disbursement 
report is submitted by each PA-NGO to the PIU, which is submitted, in turn, by the PIU to the 
PMU. The PMU prepares the consolidated annual expenditure and enters it in the IBAS in terms 
of recurrent and capital expenditures.  

4. During UPHCP II (for the audit period of six years), there were 59 audit observations, 
consisting of 21 serious (Part-A) financial irregularities and 38 ordinary (Part-B).  As of 
December 2011, there remain 40 unsettled audit observations consisting of 11 serious and 29 
ordinary observations. The audit observations are arising from internal control issues and non 
compliance with financial rules. These issues include irregular project fund transfer, cash 
payment instead of check payment, inadequate transaction documentation, non-observance of 
delegation of financial power and authority, over-budget expenditures, inaccurate recording of 
financial transactions, and inappropriate procurement procedures, among others. While there 
are systemic issues beyond the control of project (ordinary observations), serious financial 
irregularities can be avoided by strengthening the financial management system for the 
proposed project. Most of the issues were caused by lack of understanding on the financial and 
procurement rules and procedures as well as lack of effective communications across different 
layers of project management. Absence of effective mechanism to follow-up the audit issues 
(apart from the ministry level audit committee) has also delayed explanation or remedial actions 
from the project to respond to the government audit authority. 

                                                 
1
  ADB. 2005. Financial Management and Analysis of Projects. Manila.  

2
  ADB. 2009. Financial Due Diligence: A Methodology Note. Manila. 

http://adb.org/Documents/RRPs/?id=42177-013-3
http://adb.org/Documents/RRPs/?id=42177-013-3
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5. Using financial management assessment (FMA) questionnaires and interviews, FMAs 
were undertaken during the project preparatory technical assistance to evaluate the capacity of 
the EA and IAs to undertake and fulfill ADB’s fiduciary requirements for the proposed project. 
The results of the FMAs (Annex 1) showed that the financial management rules and procedures 
followed by the EA and IAs are generally in accordance with standards acceptable to ADB. 
However, accounting staff capacity (in terms of numbers and qualification) as well as their 
understanding and application of the rules and procedures will require strengthening so that the 
project implementation can adhere with sound fiduciary management practices. The project will 
introduce (i) a financial management manual to guide the finance and accounting staff of PMU, 
PIUs, and PA-NGOs; (ii) a computer-based accounting software (financial management 
information system) to PMU, PIUs and PA-NGOs; (iii) more capacity at PMU to monitor, take 
corrective actions, and provide support PIUs and PA-NGOs; (iv) regular fund flow review and 
monitoring to identify bottlenecks; and (v) regular reviews and follow-ups to address audit 
findings. A financial management specialist will be hired to assist the project director in 
implementing the mitigation measures. Key issues from FMA questionnaires and 
recommendations to address them are summarized below.   

B. Funds Flow Arrangements 

6.  The proposed project will follow the set procedures for fund disbursement under the 
ongoing UPHCP II as described in the project administration manual (PAM). The advance from 
ADB will be deposited in a US Dollar (USD) imprest account to be maintained by the PMU with 
a reputable commercial bank acceptable to ADB and used for the ADB portion [and Sida grant] 
of eligible cost of the project. The imprest account funds will be released to a local currency 
bank account. The government counterpart contribution will be deposited in a separate bank 
account maintained in local currency. The PMU will disburse most project expenditures from 
these accounts. A second generation local currency imprest account will be opened in each 
PIU, where funds for civil works will be released by the PMU out of the USD imprest account. 
Each PA-NGO will maintain a separate bank account for the project. 

7. During the UPHCP II implementation, delays in statement of expenditures submission to 
ADB have been a major bottleneck as the financial reporting has several layers (from PA-NGOs 
via PIUs to PMU). Necessary reporting and monitoring features were not adequately built into 
the existing financial management systems of the IAs for them to track the use of project 
proceeds by PA-NGOs. Also, there have been frequent delays in the payment release to PA-
NGOs due to the very long approval process of payment request.  

8. To mitigate frequent cash flow problems experienced under UPHCP II, project fund flow 
should be proactively and regularly monitored by PMU for blockages. Additional financial 
management staffing support may also be needed in PMU to provide regular supervision and 
training to PIU and PA-NGO accounting staff. Necessity of many layers of approvals at the PIU 
level may also be reviewed for further improvement. Mechanisms to allow enough liquidity to 
NGOs in their operations in case of project late payments also need to be ensured (e.g. 
adjustments for initial advance payments may start 6 months later rather than immediately.) 

C. Staffing 

9. The proposed project will be implemented in all eleven city corporations (including North 
and South Dhaka) and four municipalities. All of the city corporations have some experience in 
the management of disbursements from ADB and a few other development partners (DPs) that 
have previously implemented internationally funded projects. However, the FMA questionnaires 
revealed that the PMU and the PIU-Dhaka lack adequate finance staff – there are currently 
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three accountants in PMU and only one in PIU-Dhaka. Additional accounting and finance staff 
will, hence, be required to ensure effective financial management and accounting of project 
funds by adhering segregation of duties in cashiering, disbursing and record-keeping. These 
additional staff must have relevant finance and accounting background and experience, 
preferably in urban primary health care projects. Their job descriptions should also be revised to 
include clearly defined duties, responsibilities, lines of supervision, and limits of authority for all 
officers, managers, and staff. Due to the limited number of accounting staff, the accountant 
handles both cashiering and recording functions, and internal control functions are inadequate. 

10. Not only the new staff but also most of the existing finance and accounting staff at the 
PMU will require additional training specific to ADB and GOB procedures. All concerned PMU 
and PIU staff will be given training on ADB’s loan administration procedures as per the Loan 
Administration Handbook, including withdrawal applications, statement of expenditures (SOE), 
and other financial management reports (FMRs). IA staff will be provided with training on 
financial and managerial accounting as well as training on the preparation of SOEs and other 
FMRs. The training policy/module should also cover GOB’s financial management regulations 
and reporting formats.   

D. Accounting Policies, Procedures and Reporting 

11. While the government’s revenue budget supported expenditures are obligated, 
executed, monitored, and reported through IBAS, development budget supported expenditures 
(e.g. development partner financed projects) are not covered by IBAS, and each project would 
follow its own mechanism for financial management, and every year, only aggregated amounts 
will be recorded in IBAS. Under UPHCP II, all financial and accounting data are manually 
maintained using a computerized spreadsheet program making reconciliation of the General 
Ledger and subsidiary ledgers and preparation of financial reports slow and cumbersome 
process. Especially, bank and cash are not reconciled on monthly basis, and unusual items are 
not properly recorded and authorized by a responsible officer. There is no periodic reconciliation 
in different financial books including fixed assets among PMU and PIUs, either. These issues 
are mainly caused by a lack of detailed financial guidelines and procedures shared among PMU 
and PIUs and the absence of a structured and standardized financial management system 
(FMS) that covers both EA and IAs. In addition, PMU staff capacity is limited to effectively 
monitor financial management issues and introduce improvement to financial management 
practices. 

12. Thus, the project will provide for the modernization of their FMS through computerization 
and streamlining of procedures. A Financial Management Manual (FMM) will be prepared 
consistent with GOB’s General Financial Rules. A financial management consultant will be hired 
to ensure proper adherence to the fiduciary and the risk requirements of ADB and GOB, with 
proper chart of accounts, funds flow, disbursement procedures, and minimum required 
segregation of duties for improved transparency and accountability. The consultant will also help 
PMU to define appropriate reporting templates for PIU and PA-NGOs to be more useful for 
management actions (e.g., financial data along with physical progress information). In the 
course of the new project implementation, more advanced ULBs (most city corporations), with 
recommendation of the Project Director and approval of Secretary, LGD as per the Delegation 
of Financial Powers for Development Projects issued from the Ministry of Finance on 22 
December 2004, will be given more responsibilities in procurement and financial management 
to build sustainable capacity to deliver urban health care services. Such delegation of finance 
functions from PMU to PIUs will require streamlined and clear policy guidelines on responsibility 
and authority. It is proposed that the PMU conduct post-audits of accounts and submit the 
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required documentation to ADB. The PIUs/IAs will have full accountability for the delegated 
function with regular monitoring and post-audit by the PMU. Due to the delegated function, a 
regular monitoring function by PMU is essential. The PIUs will be responsible for full financial 
recording and reporting for consolidation by PMU. 

E. Internal and External Audit  

13. Government audit will ensure adherence to proper governance and control. Pending the 
establishment of LGD Internal Audit Office, the project should make provisions for independent 
audit to be conducted at project mid-term and 3 years thereafter. The independent audit should 
cover PMU and PIUs. Once the LGD Internal Auditor has been established, it is recommended 
that the audit of the PMU and selected PIUs be included in the work program of the LGD 
Internal Auditor. The audit should include the periodic assessment of internal control and 
compliance, audit of accounts, and reconciliation prior to recording in the IBAS. As UPHCP II 
and other DP financed projects, the proposed project will be audited by the Foreign Aided 
Projects Audit Directorate (FAPAD) under the Comptroller and Auditor General of which audit 
standard is acceptable to ADB as independent auditor. The audit reports are compliance-based, 
and recommendations are only to the specific cases presented. In general, delays in follow-up 
actions to address the serious financial irregularities found by audit reports are common partly 
due to ineffective audit committee at Ministries and long time required by FAPAD for verification 
of responses. Involvement of local bodies would elongate the time required for the follow-up 
actions and clearance by FAPAD. Therefore, it is recommended to  establish a regular audit and 
follow up mechanism in PMU with a Deputy Project Director of Finance and Audit, 2 Audit 
officers, and 1 Account Officer for regular audit reviews (e.g., every quarter).  
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FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE 

 Question EA (LGD) IA (CC) IA (Municipality) Comments 

1. Agency     

1.1 What is the entity’s legal status/registration? Local Government 
Division (LGD) 

City Corporations 
(CCs) 

Municipality 
(Pourashavas) 

7 CCs and 330 
pourashavas 

1.2 Has the entity implemented an externally-financed 
project in the past (if so, please provide details)? 

Yes. UPHCP I and II; 
UPEHSDP  

Yes. UPHCP I and II; 
UPEHSDP  

Yes. UPHCP I and II; 
UGIIP 1 and 2, among 
others 

 

1.3 Is the governing body for the project independent? Yes Yes Yes  

1.4 Is the organizational structure appropriate for the 
needs of the project? 

Yes Yes Yes  

2. Funds Flow Arrangements     

2.1 Describe project funds flow arrangements, including a 
chart and explanation of the flow of funds from ADB, 
government, and other financiers. 

TAR funds flow chart 
with narrative  

See funds flow chart 
with narrative 

See funds flow chart 
with narrative 

 

2.2 Are the (proposed) arrangements to transfer the 
proceeds of the loan (from GOB/Finance Ministry) to 
the entity satisfactory? 

Yes Yes Yes  

2.3 What have been the major problems in the past in 
receipt of funds by the entity? 

Yes, delay in 
submission of SOE to 
ADB. 

Yes Yes Enhanced FM procedures 
have been incorporated 
under MTBF. 

2.4 In which bank will the Imprest Account be opened? Central Bank and  
commercial bank 

Commercial banks Commercial banks  

2.5 Does the (proposed) project implementing unit (PIU) 
have experience in the management of disbursements 
from ADB? 

Yes, but will require 
assistance from FM 
experts 

Yes, but will require 
assistance from FM 
experts 

Yes, but will require 
assistance from FM 
experts 

ADB withdrawal 
applications procedures   

2.7 Does the entity have/need a capacity to manage 
foreign exchange risk? 

    

2.8 How are the counterpart funds accessed? Direct from GOB/MOF 
budget 

Direct from LGD 
budget  

Direct from LGD 
budget 

MTBF and Treasury 
system applied 

2.9 How are payments made from the counterpart funds? Through CAO of LGD; 
other counterpart 
funds are in the form 
of CD VAT. 
 

Through CAO of CCs; 
other counterpart 
funds are in the form 
of CD VAT.  

Through Accounts 
Officer; other 
counterpart funds are 
in the form of CD VAT. 

Counterpart funds 
channeled through Annual 
Development Program 
(ADP) 

2.10 If part of the project is implemented by NGOs, does 
the PIU have the necessary reporting and monitoring 
features built into its systems to track the use of 

Yes, but needs 
technical support of 
PMU and finance 

Yes, but needs 
technical support of 
PMU and finance 

Yes, but needs 
technical support of 
PMU and finance 

Most of the subprojects 
will be implemented via 
PPP. 
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

project proceeds by such agencies?            expert expert expert 

2.11 Are the beneficiaries required to contribute to project 
costs? If beneficiaries have an option to contribute in 
kind (in the form of labor), are proper guidelines 
formulated to record and value the labor contribution? 
 

Guidelines will be 
established where 
beneficiaries 
contribute to 
community 
improvements. 

Guidelines will be 
established where 
beneficiaries 
contribute to 
community 
improvements. 

Guidelines will be 
established  where 
beneficiaries 
contribute to 
community 
improvements. 

PPP will incorporate cost 
recovery mechanisms, 
and some mechanisms 
are available but 
inadequate. 

3. Staffing     

3.1 What is the (proposed) organizational structure of the 
accounting department? Attach an organization chart. 

LGD organization 
chart available in 
Appendix 17. 

DCC has a CAO, 6 
accounts officers, and 
16 accountants. 

Most pourashavas 
have one accounts 
officer or an 
accountant. 

Generally inadequate 
with lack of appropriate 
and modern training in 
PMU and PIUs. 

3.2 Identify the (proposed) accounts staff, including job 
title, responsibilities, educational background and 
professional experience. Attach job descriptions and 
CVs of key accounting staff. 

Accountant who has 
experience in audits 
and record-keeping. 

Accountant with 
experience in audits. 

Accountant with 
experience in audits. 

Selection of qualified staff 
with job description and 
educational background 

3.3 Is the project finance and accounting function staffed 
adequately?  

No No No More qualified staff will be 
required. 

3.4 Are the finance and accounts staff adequately 
qualified and experienced?  

Partially. Need training 
in ADB/GOB FM 
procedures. 

Partially. Need training 
in ADB/GOB FM 
procedures. 

Partially. Need training 
in ADB/GOB FM 
procedures. 

Additional accounting and 
finance training for CC 
and pourashava staff 
needed 

3.5 Are the project accounts and finance staff trained in 
ADB procedures? 

PMU staff are, but not, 
LGD accountants.  

No No HRD Plan needed 

3.6 What is the duration of the contract with the finance 
and accounts staff? 

Project life Project life Project life Suggest transfer to GOB 
revenue budget within 1 
year of Project 

3.7 Indicate key positions not contracted yet and the 
estimated date of appointment. 

No positions 
contracted 

No positions 
contracted 

No positions 
contracted 

Subject to loan 
effectiveness 

3.8 Does the project have written position descriptions 
that clearly define duties, responsibilities, lines of 
supervision, and limits of authority for all of the 
officers, managers, and staff?  
 

Yes, for PMU Yes, for PIU Yes, for PIU Needs revision for the 
next Project 

3.9 At what frequency are personnel transferred? Not known Not known Not known Personnel turnover is 
very high due to poor 
salary and no career 
progression 
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

3.10 What is training policy for the finance and accounting 
staff? 
 

ADB Loan 
Disbursement 
Handbook in PMU 

Financial and 
managerial accounting 
and software 

Financial and 
managerial accounting 
and software 

Multi-donor harmonized 
FM regulations and 
reporting 

4. Accounting Policies and Procedures     

4.1 Does the entity have an accounting system that allows 
for the proper recording of project financial 
transactions, including the allocations of expenditures 
in accordance with the respective components, 
disbursement categories, and sources of funds? Will 
the project use the entity accounting system?  

No, mostly manually 
maintained. 
Spreadsheets are 
sometimes used. No 
accounting software. 

No, spreadsheets are 
sometimes used; no 
accounting software. 
 

No, spreadsheets are 
sometimes used; no 
accounting software. 

Integrated accounting 
software will be 
implemented in the 
project CCs.   

4.2 Are controls in place concerning the preparation and 
approval of transactions, ensuring that all transactions 
are correctly made and adequately explained?    

Yes Yes Yes More personnel are 
required. 

4.3 Is the chart of accounts adequate to properly account 
for and report on project activities and disbursement 
categories? 

No. Need to change 
and restructure the 
chart of accounts 

No. Need to change 
and restructure the 
chart of accounts. 

No. Need to change 
and restructure the 
chart of accounts. 

GOB updated chart of 
accounts required. 

4.4 Are cost allocations to the various funding sources 
made accurately and in accordance with established 
agreements? 

Yes Yes Yes  

4.5 Are the General Ledger and subsidiary ledgers 
reconciled and in balance? 

Yes Yes Yes  

4.6 Are all accounting and supporting documents retained 
on a permanent basis in a defined system that allows 
authorized users easy access? 

Yes Yes Yes  

Segregation of Duties     

4.7 Are the following functional responsibilities performed 
by different units or persons: (i) authorization to 
execute a transaction; (ii) recording of the transaction; 
and (iii) custody of assets involved in the transaction? 

Partially Partially Partially More staff required to 
maintain this.  

4.8 Are the functions of ordering, receiving, accounting 
for, and paying for goods and services appropriately 
segregated? 
 

Partially Partially  Partially More staff required to 
maintain this. 

4.9 Are bank reconciliations prepared by someone other 
than those who make or approve payments? 

No 
 

No  
 

No  
 

Partially done 

Budgeting System 

4.10 Do budgets include physical and financial targets? Financial only Financial only Financial only  
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

4.11 Are budgets prepared for all significant activities in 
sufficient detail to provide a meaningful tool with which 
to monitor subsequent performance?  

Partially Partially Partially Training needs for staff 

4.12 Are actual expenditures compared to the budget with 
reasonable frequency, and explanations required for 
significant variations from the budget? 

No. Only variances 
are noted. 

No. Only variances 
are noted. 

No. Only variances 
are noted. 

 

4.13 Are approvals for variations from the budget required 
in advance or after the fact? 

Before the fact Before the fact Before the fact  

4.14 Who is responsible for preparation and approval of 
budgets? 

CAO prepares; LGD 
Secretary approves 

CAO prepares; Mayor  
approves 

Accounts Officer/ 
Accountant prepares; 
Councilor approves 

 

4.15 Are procedures in place to plan project activities, 
collect information from the units in charge of the 
different components, and prepare the budgets? 

Partially Partially Partially  

4.16 Are the project plans and budgets of project activities 
realistic, based on valid assumptions, and developed 
by knowledgeable individuals? 

Partially Partially Partially  

Payments  

4.17 Do invoice-processing procedures provide for: (i) 
copies of purchase orders and receiving reports to be 
obtained directly from issuing departments? (ii) 
comparison of invoice quantities, prices and terms, 
with those indicated on the purchase order and with 
records of goods actually received? (iii) comparison of 
invoice quantities with those indicated on the receiving 
reports? (iv) checking the accuracy of calculations? 

Yes  
 
 

Yes Yes  

4.18 Are all invoices stamped PAID, dated, reviewed and 
approved, and clearly marked for account code 
assignment? 

Yes Yes Yes  

4.19 Do controls exist for the preparation of the payroll and 
are changes to the payroll properly authorized? 
 
 

Yes Yes Yes  

Policies and Procedures 

4.20 What is the basis of accounting (e.g., cash, accrual)? Cash basis Cash basis Cash basis  

4.21 What accounting standards are followed? GOB – GFRs of the 
MOF 
 

CC Ordinance for 
broad outlines 

Pourashava 
Ordinance for broad 
outlines 

Ordinance lacks 
comprehensive, unified 
and structured accounting 
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

standards as per 
GOB/IAS 

4.22 Does the project have an adequate policies and 
procedures manual to guide activities and ensure staff 
accountability? 

No. Financial 
Management Manual 
will be required. 

No. Financial 
Management Manual 
will be required. 

No. Financial 
Management Manual 
will be required. 

 

4.23 Is the accounting policy and procedure manual 
updated for the project activities? 

No, will be when Loan 
is effective. 

No, will be when Loan 
is effective. 

No, will be when Loan 
is effective. 

Finance expert will work 
on it. 

4.24 Do procedures exist to ensure that only authorized 
persons can alter or establish a new accounting 
principle, policy, or procedure to be used by the 
entity? 

Yes  
by MOF law 

Yes Yes  

4.25 Are there written policies and procedures covering all 
routine financial management and related 
administrative activities? 

Accounting Policy and 
Procedures of Budget 
Organizations 
prepared by Budget 
Wing of MOF 

Available on a limited 
basis 

Available on a limited 
basis 

Requires improvement 

4.26 Do policies and procedures clearly define conflict of 
interest and related party transactions (real and 
apparent) and provide safeguards to protect the 
organization from them? 

Not known Not known Not known  

4.27 Are manuals distributed to appropriate personnel? Yes Yes Yes  

Cash and Bank 

4.28 Indicate names and positions of authorized 
signatories in the bank accounts. 

1st signature  
LGD Secretary; 
2nd signature 
LGD Chief Accounts 
Officer 

1st signature Mayor; 
2nd signature  Chief 
Accounts Officer 

1st signature 
Pourashava 
Chairman; 
2nd signature  
Accounts Officer 

  

4.29 Does the organization maintain an adequate, up-to-
date cashbook, recording receipts and payments? 

Yes Yes Yes  

4.30 Do controls exist for the collection, timely deposit and 
recording of receipts at each collection location? 

Yes Yes Yes  

4.31 Are bank and cash reconciled on a monthly basis? Unknown No No Required on a monthly 
basis 

4.32 Are all unusual items on the bank reconciliation 
reviewed and approved by a responsible official? 

No No No  

4.33 Are all receipts deposited on a timely basis? Yes Yes Yes  

Safeguard over Assets 
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

4.34 Is there a system of adequate safeguards to protect 
assets from fraud, waste, and abuse? 

Yes Yes Yes  

4.35 Are subsidiary records of fixed assets and stocks kept 
up to date and reconciled with control accounts? 

No No No No fixed asset registers 
are available 

4.36 Are there periodic physical inventories of fixed assets 
and stocks?  

Rarely No No  

4.37 Are assets sufficiently covered by insurance policies? No No No  

Other Offices and Implementing Entities 

4.38 Are there any other regional offices or executing 
entities participating in implementation? 

Yes Yes Yes  

4.39 Has the project established controls and procedures 
for flow of funds, financial information, accountability, 
and audits in relation to the other offices or entities? 

Yes, but more detailed 
financial guidelines & 
procedures should be 
included. 

Yes, but more detailed 
financial guidelines & 
procedures should be 
included. 

Yes, but more detailed 
financial guidelines & 
procedures should be 
included. 

 

4.40 Does information among the different offices/ 
implementing agencies flow in an accurate and timely 
fashion? 

Accurate but not 
timely 

Accurate but not 
timely 

Accurate but not 
timely 

 

4.41 Are periodic reconciliations performed among the 
different offices/implementing agencies? 

No No No  

5. Internal Audit     

5.1 Is there a internal audit department in the entity? Yes, in general Yes, in general No Largely ineffective 

5.2 What are the qualifications and experience of audit 
department staff? 

No relevant 
qualifications 

Non-relevant 
qualifications and 
experience  

-  

5.3 To whom does the internal auditor report? Secretary, LGD Mayor Mayor  

5.4 Will the internal audit department include the project in 
its work program? 

Should be Should be -  

5.5 Are actions taken on the internal audit findings? Partially Partially No  

6. External Audit     

6.1 Is the entity financial statement audited regularly by 
an independent auditor? Who is the auditor? 

Yes. C&AG C&AG and 
Professional CA Firm  

No  

6.2 Are there any delays in audit of the entity? When are 
the audit reports issued? 

3 months after receipt 
of financial statements 
(FSs) 

3 months after receipt 
of FSs 

N/A   

6.3 Is the audit of the entity conducted according to the 
International Standards on Auditing? 

Yes Yes No  

6.4 Were there any major accountability issues brought Yes  Yes Yes  
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 Question EA (LGD) IA (CC) IA (Municipality) Comments 

out in the audit report of the past three years?  

6.5 Will the entity auditor audit the project accounts or will 
another auditor be appointed to audit the project 
financial statements? 

Another auditor 
acceptable to ADB 
and FAPAD 

Auditor acceptable to 
ADB  

Auditor acceptable to 
ADB 

 

6.6 Are there any recommendations made by the auditors 
in prior audit reports or management letters that have 
not yet been implemented? 

Yes Yes Yes  

6.7 Is the project subject to any kind of audit from an 
independent governmental entity (e.g., the supreme 
audit institution) in addition to the external audit? 

Yes, Comptroller and 
Auditor General’s 
Office, FAPAD 

Yes, Comptroller and 
Auditor General’s 
Office, FAPAD 

No  

6.8 Has the project prepared acceptable terms of 
reference for an annual project audit? 

Yes Yes Yes  

7. Reporting and Monitoring      

7.1 Are financial statements prepared for the entity? In 
accordance with which accounting standards? 

Partially. According to 
GFR of MOF 

Partially No Report under the MTBF 

7.2 Are financial statements prepared for the 
implementing agency? 

Partially Partially Partially  

7.3 What is the frequency of preparation of financial 
statements? Are the reports prepared in a timely 
fashion so as to useful to management for decision 
making? 

Annually but usually 
not in a timely fashion 

Annually but usually 
not in a timely fashion 

Annually but usually 
not in a timely fashion 

Due to professional staff 

7.4 Does the reporting system need to be adapted to 
reports on the project components? 

Yes Yes Yes  

7.5 Does the reporting system have the capacity to link 
the financial information with the project’s physical 
progress? If separate systems are used to gather and 
compile physical data, what controls are in place to 
reduce the risk that the physical data may not 
synchronize with the financial data? 
 
 

No No 
 

No 
 

 

7.6 Does the project have established financial 
management reporting responsibilities that specify 
what reports are to be prepared, what they are to 
contain, and how they are to be used? 

Will be established in 
FMS Manual 

Will be established in 
FMS Manual 

Will be established in 
FMS Manual 

 

7.7 Are financial management reports used by 
management?  

Will be Will be Will be  



 

 

1
2

 

 Question EA (LGD) IA (CC) IA (Municipality) Comments 

7.8 Do the financial reports compare actual expenditures 
with budgeted and programmed allocations? 

Yes  Yes  Yes  

7.9 Are financial reports prepared directly by the 
automated accounting system or are they prepared by 
spreadsheets or some other means? 

Spreadsheets and 
manually 

Spreadsheets and 
manually 

Spreadsheets and 
manually 

 

8. Information Systems     

8.1 Is the financial management system computerized? No No No  

8.2 Can the system produce the necessary project 
financial reports? 

No No No  

8.3 Are the staff adequately trained to maintain the 
system? 

No No No  

8.4 Does the management organization and processing 
system safeguard the confidentiality, integrity, and 
availability of the data? 

Will be implemented Will be implemented Will be implemented  

 


