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FINANCIAL ANALYSIS 
 
A. Financial Management Assessment 

1. The Ministry of Transport and Communications and the Ministry of Finance has a sound 
financial management system. Staff are familiar with ADB policies, guidelines and practices, 
and have followed them diligently in the past. A summary of ADB’s assessment while preparing 
this project is summarized below. 

Summary Assessment 
 

Components Conclusions 

A.  Funds Flow 
Arrangements 

The arrangement for project funds flow will remain the same as in ongoing ADB-financed 
projects, which have worked well to date. Financial oversight could be enhanced by 
conducting biannual internal audits. Authorized signatories and levels of authority for 
imprest accounts and withdrawal applications should be periodically reviewed and kept up 
to date. Funds flow in the operational phase is under review by MOTC. The proposed 
revision will transfer the function of maintenance and preservation funds allocation to oblast 
(provincial) and rayon (district) level and from MOF to MOTC’s Road Maintenance 
Department. This will enable MOTC to exercise more oversight on disbursement and 
quality of works. 

B.  Staffing In mid-October 2010, IPIG was implementing 13 projects with an estimated total value of 
about $520 million. The director of IPIG, who reports to the minister of MOTC through the 
state secretary of MOTC, is assisted by 2 deputy directors and 12 executive level staff. The 
total staff strength of IPIG is 29. At least 8 IPIG staff will remain fully responsible for the 
project. The project’s accounting and auditing functions will be overseen by IPIG’s financial 
manager. One disbursement specialist assigned to the project will be assisted by an 
accounts assistant and a cashier. The training program planned under the project will 
enhance the skills and efficiency of MOTC staff including those at IPIG. 

C.  Accounting 
Policies and 
Procedures 

The current accounting policy is based on the national system following international 
accounting standards and ADB requirements. The procedures are outlined in the manual 
prepared for IPIG by the World Bank. 

D.  Internal and 
External Audits 

Project accounts will be audited annually by independent external auditors in accordance 
with the international standards on auditing as required by ADB. IPIG may also conduct 
biannual outsourced internal audits to verify and correct any overpayments, payment 
delays, withdrawal application preparation delays, delays in receiving counterpart funds, 
leakages from imprest accounts, authenticity and validity of bank guarantees, contractor’s 
and consultant’s insurance, and compliance with financial covenants. Funds for both 
internal and external audits have been provided in the project budget. 

E.  Reporting and 
Monitoring 

Reports on past and ongoing projects have complied with ADB requirements. ADB will in 
future require MOTC to include in every monthly, quarterly, and annual report a letter 
similar to a management letter of financial auditors. 

F.  Information 
Systems 

IPIG uses a system meeting international standards, and the software was updated in 
September 2010 using funds from ongoing ADB projects. This software, which is also being 
used by MOTC’s Finance Department, will be used to manage the project accounts. 

G.  Next Steps (i) Consider offering financial and nonfinancial rewards and incentives for additional work 
performed by staff; introduction of a market-based salary structure and promotions 
could be an option. 

(ii) Staff must undergo training on ADB financial management procedures to strengthen 
knowledge, skills, and capacity to undertake in-house internal audits, which will be 
supplemented by outsourced internal audits.  

(iii) Current accounting policy and financial management manual should be updated 
periodically in accordance with prevailing MOF and ADB requirements. 

ADB = Asian Development Bank, IPIG = investment project implementation group, MOF = Ministry of Finance, 
MOTC = Ministry of Transport and Communications. 
Source: Asian Development Bank. 
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B. Disbursement 

2. The loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2007, as amended from time to time), and detailed arrangements agreed upon 
between the government and the Asian Development Bank (ADB).  

3. Pursuant to ADB’s Safeguard Policy Statement (2009), ADB funds may not be applied to 
the activities described on the ADB Prohibited Investment Activities List set forth in Appendix 5 
of the Safeguard Policy Statement. 

4. The investment project implementation group (IPIG) will establish an imprest account at 
a commercial bank acceptable to ADB, with an initial advance equivalent to $50,000 for the 
anticipated expenses in the following 6 months. These expenses will include IPIG staff salaries 
and project management expenses. The Ministry of Finance (MOF) and the Ministry of 
Transport and Communications (MOTC) may request ADB to increase the advance to the 
maximum, which is 10% of the loan amount if there is adequate justification. The statement of 
expenditure (SOE) procedure will be used to reimburse eligible expenditure and to liquidate and 
replenish the imprest account for individual payments of $10,000 and below. SOE records 
should be maintained and made readily available for review by ADB’s disbursement and review 
mission or upon ADB’s request for submission of supporting documents on a sampling basis, 
and for independent audit.1 ADB will make direct payment for expenses under the civil works 
contract and consulting services for construction supervision. 

5. The request for initial advance to the imprest account should be accompanied by an 
estimate of expenditure sheet2 setting out the estimated expenditures for project 
implementation, and submission of evidence satisfactory to ADB that the imprest account has 
been opened. For every liquidation and replenishment request of the imprest account, the 
MOTC must furnish to ADB (i) the statement of account (bank statement) where the imprest 
account is maintained, and (ii) the imprest account reconciliation statement reconciling the 
abovementioned bank statement against the IPIG’s records.3 

6. IPIG’s Finance Division will be responsible for (i) preparing disbursement projections, 
(ii) requesting budgetary allocations for counterpart funds from the MOF, (iii) collecting 
supporting documents, and (iv) preparing and sending withdrawal applications to ADB. Before 
the submission of the first withdrawal application, the MOF shall submit to ADB sufficient 
evidence of the authority of the person(s) who will sign the withdrawal applications on behalf of 
the borrower, together with the authenticated specimen signatures of each authorized person. 
The minimum value per withdrawal application is $100,000, unless otherwise approved by ADB.   

                                                
1
 Checklist for SOE procedures and formats are available at: 

http://www.adb.org/documents/handbooks/loan_disbursement/chap-09.pdf 
 http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-100-Below.xls 
 http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-Over-100.xls 
 http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Operating-Costs.xls 
 http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Free-Format.xls 
2
  Available in Appendix 29 of the Loan Disbursement Handbook. 

3
  Follow the format provided in Appendix 30 of the Loan Disbursement Handbook. 

http://www.adb.org/documents/handbooks/loan_disbursement/chap-09.pdf
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-100-Below.xls
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-Over-100.xls
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Operating-Costs.xls
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Free-Format.xls


3 
 

C. Accounting 

7. IPIG will maintain separate project accounts and records by funding source for all 
expenditure incurred on the project. Project accounts will follow international accounting 
principles and practices including the procedures outlined in the manual prepared for IPIG by 
the World Bank. 

D. Auditing 

8. IPIG will cause the detailed consolidated project accounts to be audited in accordance 
with international standards on auditing and the government’s audit regulations by a firm 
acceptable to ADB. The MOTC will submit the audited accounts in English to ADB within 
6 months of the end of the fiscal year. The annual audit report will include a separate audit 
opinion on the use of the imprest accounts, and the SOE procedures. The government and the 
MOTC have been made aware of ADB’s policy on delayed submission, and the requirements 
for satisfactory and acceptable quality of the audited accounts. ADB reserves the right to verify 
the project’s financial accounts to confirm that the share of ADB’s financing is used in 
accordance with ADB’s policies and procedures. 

 




