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FINANCIAL MANAGEMENT ASSESSMENT 

 
EXECUTIVE SUMMARY 
 
A financial management assessment (FMA) has been conducted for the MPUDC, in accordance 
with Asian Development Bank’s (ADB) Guidelines.1 The FMA focused on fund flows, staffing, 
accounting policies and procedures, internal controls, financial reporting and monitoring and 
internal and external audit. The purpose of the FMA is to ensure that adequate financial 
management arrangements are in place for the proposed project.  

 
The FMA found that Madhya Pradesh Urban Development Company Limited has adequate 
financial management capacity to: (i) record the required financial transactions; (ii) provide reliable 
annual financial statements and audit reports in a timely manner; (iii) safeguard the financial 
assets and (iv) manage the statement of expenditure procedure up to a threshold of $200,000. 

  
The assessed pre-mitigation financial management risk is substantial mainly because of:                          
(i) incomplete staffing, (ii) no audit committee in place, and (iii) delays in approval of Audited Entity 
Financial Statements. Main risk mitigation actions include: (i) appointing qualified financial staff to 
the project implementation unit and a Financial Management expert to support the project 
management unit; (ii) providing training in ADB’s requirements, disbursement procedures and 
systems; (iii) including comprehensive financial information in the quarterly progress reports;                    
(iv) ensuring the project is regularly audited by entity’s internal audit function; and (v) improving 
the internal controls framework through the establishment of an audit committee. Madhya 
Pradesh Urban Development Company Limited  will maintain separate books of accounts for the 
project in accordance with accounting standards acceptable to ADB and the detailed project 
financial statement will be audited annually by an independent auditor acceptable to ADB in 
accordance with auditing standards acceptable to ADB.  

 
1  ADB. 2015. Financial Due Diligence: A Methodology Note. Manila. http://www.adb.org/documents/financial-due-

diligence-methodology-note  

http://www.adb.org/Documents/RRPs/?id=42486-018-3
http://www.adb.org/documents/financial-due-diligence-methodology-note
http://www.adb.org/documents/financial-due-diligence-methodology-note




 

I. INTRODUCTION 
 
1. The financial management assessment (FMA) was conducted in February 2020 for the 
proposed Additional Financing to Madhya Pradesh Urban Services Improvement Project 
(MPUSIP) in accordance with the Asian Development Bank’s (ADB) guidelines for the Financial 
Management and Analysis of Projects (2005), the Financial Due Diligence: A Methodology Note 
(2009) and the Financial Management Technical Guidance Note (2015). 
 
2. The FMA considered the financial capacity of the executing agency - Urban Development 
and Housing Department (UDHD) of Government of Madhya Pradesh (GOMP), and the 
implementing agency - Madhya Pradesh Urban Development Company Limited (MPUDC) under 
UDHD including funds-flow arrangements, staffing, budgeting system, accounting policies and 
procedures, financial reporting systems, financial information systems, safeguards, and internal 
and external auditing arrangements.    
 
3. UDHD will be responsible for overall management, supervision, and execution of 
Additional Financing of the MPUSIP through MPUDC and its project management unit (PMU). 
The UDHD established the implementing agency and PMU for the current MPUSIP found working 
well and the same arrangement will be followed for the proposed Additional Financing of the 
MPUSIP.  UDHD has considerable experience in implementing donor-assisted projects1  and has 
been implementing the ongoing MPUSIP at a satisfactory level in terms of getting project funds 
in a timely manner, including counterpart funds and efficient project management.  

 
4. MPUDC, the implementing agency, also has experience in implementing externally-aided 
projects funded by ADB, World Bank and KfW2 including the ongoing ADB-funded MPUSIP along 
with UDHD. MPUDC will be responsible for implementing Additional Financing of the MPUSIP, 
through its PMU. 13 project implementation unit (PIUs) under PMU has already been established 
for MPUSIP and 10 out of 13 PIUs would be utilized for the proposed Additional Financing to 
MPUSIP. Each PIU will be managing the day-to-day project management including but not limited 
to: (i) liaising with PMU on project implementation, (ii) supervising and providing technical support 
to contractors, (iii) preparing progress reports for each contract, and (iv) participating in training 
and capacity building programs.  
 
5. A key aspect of FMA is evaluating the risks associated with financial arrangements 
Additional Financing of the MPUSIP. ADB’s principal concern is to ensure that project funds are 
used economically and efficiently for the purposes intended. ADB seeks assurance that the 
financial management system of the executing agency and implementing agency on the sources 
and uses of project funds. The FMA drew on lessons learnt from the current MPUSIP and on the 
results of the FMA questionnaire (footnote 5), discussions with officials of MPUDC and UDHD, 
and other information available through various reports. 
 
 
 

 
1 Major urban development projects include: (i) ADB-funded Urban Water Supply and Environmental Improvement 

Project (2003), Madhya Pradesh Urban Services Improvement Project (2016); (ii) DFID-funded Madhya Pradesh 
Urban Infrastructure Investment Project (2012); (iii) World Bank-funded Madhya Pradesh Urban Development Project 
(2017) and Urban Development Project - Madhya Pradesh (1983); and (iv) KfW-funded Madhya Pradesh Urban 
Sanitation and Environment Programme for six cities (2017). 

2 (i) Madhya Pradesh Urban Services Improvement Project (MPUSIP) funded by ADB; (ii) Madhya Pradesh Urban 
Development Project funded by World Bank and (iii) Madhya Pradesh Urban Sanitation and Environment Program 
funded by KfW 
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II. BRIEF PROJECT DESCRIPTION 
 
6. The total amount of the Additional Financing project is estimated at $386 million. The 
project is financed by an ADB loan of $270 million and $116 million of counterpart financing from 
GOMP. The expenditures will include civil works $268 million (80%), operation and maintenance 
(O&M) $28 million, land acquisition and resettlement $8 million, project management and capacity 
development $18 million, as well as incremental administrative costs $8 million.  

 
7. The loan from ADB will finance: (i) part of civil works and equipment, (ii) part of O&M cost, 
(iii) consulting services, (iv) capacity development cost, and (v) contingencies. The GOMP will 
contribute $116 million equivalent to cover: (i) taxes and duties; (ii) land acquisition and 
resettlement; (iii) part of O&M cost; (iv) contingencies; (v) financing charges during 
implementation; and (vi) part of civil works and equipment. The Government of India (GOI) will 
on-lend the ADB loan proceed to the GOMP. The GOI and GOMP have assured that it will meet 
any financing shortfall to ensure that project outputs are fully achieved. 

 
8. The number of contracts awarded is estimated to be 54 of which the 46 civil works 
contracts are expected to be implemented in over 50 towns. As a result, the volume of 
transactions is assessed to be significant and they will be based on geographically scattered 
activities. Because of the size of the project, high volume of expected transactions and the 
geographically scattered locations, the project risk is assessed as Substantial. 

 
III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

 
9. Inherent risk. Overall, India has in place robust Public Financial Management (PFM) 
systems. However, the implementation of the PFM systems varies from state to state. The overall 
financial management inherent risk of India is assessed as Moderate.  

 
10. PFM Assessments. To date three public expenditure and financial accountability (PEFA) 
assessments have been carried out in India of which two have been made public: (i) one at the 
national level in 2010, and (2) the other at subnational level (Himachal Pradesh state) in 2009. 
According to the national level assessment areas such as: (i) credibility of the budget; (ii) budget 
comprehensiveness and transparency; and (iii) policy based budgeting as well as subareas 
including: (a) predictability in the availability of funds for commitment of expenditures;                                     
(b) timeliness and regularity of accounts reconciliation; and (c) quality and timeliness of annual 
financial statements, appear to be performing relatively well. However, other important subareas 
such as: (i) effectiveness of internal audit; (ii) transparency, competition and complaints 
mechanisms in procurement; and (iii) scope, nature and follow-up of external audit require further 
strengthening. 
 

Table 1: Government of India – 2010 Public Expenditure and Financial Accountability: 
Public Financial Management Performance Assessments 

PFM Performance Dimension 

Calculated Ratings 

Rating 
Numerical  

Scores 
Equivalent  

PEFA Ratings 
A  Credibility of the budget 2.67 B Medium 
B  Comprehensiveness and transparency 3.58 A Low 
C  Policy-based budgeting 1.75 C High 
D  Predictability and control in budget execution 2.44 C+ High 
E  Accounting, recording, and reporting 3.00 B Medium 
F  External scrutiny and audit 2.33 C High 



3 

PFM Performance Dimension 

Calculated Ratings 

Rating 
Numerical  

Scores 
Equivalent  

PEFA Ratings 
 Calculated Overall Score 2.75 B Medium 

PEFA = public expenditure and financial accountability, PFM = public financial management. 
Note: The calculations are based on A = 4, B+ = 3.5, B = 3, C+ = 2.5 C = 2, D+ = 1.5 and D = 1, which is the generally 
applied approach for quantifying PEFA scores. 
Source: NIPFP. 2010. India – Public Expenditure and Financial Accountability, Public Financial Management, 
Performance Assessment Report. Delhi. 
 
11. The overall score is B, which is associated with a medium-level fiduciary risk. The overall 
score for India at 2.75 is relatively high in an international context, given that the worldwide 
average PEFA overall score for 57 countries was found to be 2.33 in 2009. It is notably higher 
than the average value of 2.41 for lower-middle-income economies.3 

 
12. As the available PEFA assessments are by now partly outdated, it is important to also 
draw lessons from other assessments and the past performance of the ADB portfolio. In 
accordance with the ADB working paper Funds Flow, Accounting, and Audit in India (2013), ADB 
projects make extensive use of the country’s PFM systems, including the following:  

(i) Flow of funds and budgeting. All external assistance including ADB’s project are 
included in the Central budget and in the state budget. All funds disbursed by ADB 
are first received in the Consolidated Fund of India by Controller of Aid, Accounts 
and Audit (CAAA). Central sector entities withdraw the funds through their 
respective budget appropriations while for state sector entities, the Plan Finance 
Division in the DOE authorizes a transfer to the state treasury account maintained 
with the Reserve bank of India. 

(ii) Accounting standards. Government entities and State-Owned Enterprises (SOEs) 
follow national accounting standards. Government entities follow the Indian 
Government Accounting Standards - cash basis, formulated by the Government 
Accounting Standards Advisory Board (GASAB).  

(iii) Audit arrangements. All ADB projects are audited by the Comptroller and Auditor 
General (CAG) or a private firm empaneled by the CAG.  The CAG maintains a list 
of empaneled audit firms, and rotates auditors from time to time. Moreover, ADB 
has agreed with CAG and Department of Economic Affairs (DEA) on an Audit 
terms of references (TORs), which are being used for all projects.  

 
13. The country partnership strategy 4 for India, 2018–2022 identified the following risks:  

(i) Fiscal stress. An increasing number of states and urban local bodies (ULBs) are 
under fiscal stress because of rising development and recurrent expenditures to 
fill infrastructure gaps and meet rising remuneration needs. 

(ii) Implementation capacity. The capacity of executing agencies to handle 
multidisciplinary tasks that require interdepartmental coordination (such as 
statutory requirements) has been an issue, along with externally caused risks and 
governance in terms of compliance and enforcement in project operations. While 
executing agencies have made improvements, scaling up operations will place 
additional stress on the overall portfolio performance. 

 

 
3 Table 3, p. 5 and Table 6, p. 12. The paper included 57 PEFA assessments carried out at central government-level 

and completed before August 2007. 
4 ADB. 2017. Country Partnership Strategy: India, 2018–2022—Accelerating Inclusive Economic Transformation. 

Manila. 

https://www.adb.org/sites/default/files/institutional-document/363331/cps-ind-2018-2022.pdf
https://www.adb.org/sites/default/files/institutional-document/363331/cps-ind-2018-2022.pdf
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14. Risk mitigation measures specified in the country partnership strategy for India, 2018–
2022 include: (i) supporting fiscal reforms in state governments; (ii) assisting state governments 
and ULBs in preparing bankable projects that can be supported through financial intermediaries; 
(iii) pursuing sound cost recovery mechanisms of investments and asset management;                              
(iv) making project size commensurate with executing agencies’ capacity; (v) mainstreaming 
capacity development in the project design; (vi) upfront commitments to deploy strong leadership 
and retention of key staff; and (vii) providing systematic support through the capacity development 
resource center, including on-the-job training, with direct oversight of results and outcomes. 
 
15. ADB portfolio. Furthermore, the following risks have been noted as part of some ongoing 
ADB projects in the India portfolio: 

(i) Moderate turnover of project financial management staff and continuous need of 
training in ADB systems and procedures; 

(ii) State treasury releases ADB funds to the executing agency/implementing agency 
with a delay or in tranches when funds are disbursed using advance fund method, 
which may lead to delays in project implementation; 

(iii) The financial information included in the quarterly progress reports and the project 
financial statements does not include all information as required by ADB;  

(iv) Delay in submission of Audited project financial statements (APFS); 
(v) No management letter provided as part of the audit report; and 
(vi) The approval and consequently the submission of the audited entity financial 

statements (AEFS) are considerably delayed. 
 

16. These risks will need to be continuously monitored during project preparation and 
throughout implementation.  
 
17. Public Financial Management of Madhya Pradesh. GOMP has taken initiatives to 
improve governance, accountability and transparency through a mix of reforms in administration, 
service delivery and public finance management. The state has implemented ‘Uttardayitva Evam 
Budget Prabandhan Adhiniyam, 2005’ [Fiscal Responsibility and Budget Management (FRBM) 
Act in the year 2005 (Amended in 2012, 2013, 2016, 2017, 2018 and 2019)]. The act is to ensure 
GOMP to have prudence in fiscal management and fiscal stability. Further the GOMP has also 
implemented the E-Treasury system5 – a complete web-based solution for capturing GOMP’s 
financial transactions including budget planning, preparation, allocation and distribution, fund 
management, treasury operations, and accounting. This system is expected to enhance the 
transparency and quick access on reports to the top management to take decisions. 
  
18. All departments follow national and state laws including: (i) General Financial Rules 
(2017); (ii) Madhya Pradesh Financial Code (1963, as amended from time to time); and                              
(iii) Madhya Treasury Code (1955). The Office of the Comptroller and Auditor General (CAG) of 
India (Supreme Audit Institution of India) conducts regular statutory external audits of GOMP.  
 
19. A State level FMA was done for Madhya Pradesh, which is responsible for Additional 
Financing of the MPUSIP, based on the data available in public domain6 and the summary of the 
same are given below. 

 
5 Government of Madhya Pradesh, Finance Department. 2018. Integrated Treasuries Computerization Project (ITCP). 

Bhopal. http://www.dit.mp.gov.in/en/etreasury.  
6 Government of Madhya Pradesh. 2017. Finance and Accounts, Volume 1 of the year 2013–2014, 2014–2015 and 

2016–2017. Bhopal.  

http://www.dit.mp.gov.in/en/etreasury
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(i) FRBM Act gives a target that the state should generate revenue surplus in all 
years. Based on the review of state finance, it is observed that the state had 
achieved this target during the financial years (FY) 2014–2018. 

(ii) As per FRBM Act, the fiscal deficit should not be more than 3% of Gross State 
Domestic Product (GSDP) up to the FY 2015. For the FY 2016–2018, the fiscal 
deficit should not be more than 3.5% of GSDP excluding the deficit generated out 
of Ujwal DISCOM Assurance Yojana (UDAY) Scheme7. In this case, the state 
meets these criteria in all the years. In the FY 2018, the fiscal deficit excluding 
deficit out of UDAY scheme is 3.22%. 

(iii) As per FRBM Act, the outstanding debt should be less than 25% of the GSDP. 
GOMP’s outstanding debts, as on 31st March 2018, as a percentage of GSDP 
amounted to 24.4%, which meets the FRBM target. 

 
20. With the above results, GOMP is in line with the fiscal targets adopted in FRBM Act. 
 
21. Financial Management Risks. FRBM Act adopted in the year 2005 by GOMP, and 
amended from time to time, aims at bringing in direction and prudence in fiscal management, 
improving fiscal stability by progressive elimination of revenue deficit and reducing fiscal deficit. 
In addition, the e-treasury system improves the governance and transparency in the financial 
management system of the state. Given the above situation in the state of Madhya Pradesh, there 
are no significant financial management risks that need to be addressed in the coming years.   

 
IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 

 
A. Executing Agency - Urban Development and Housing Department  
 
22. Overview. UDHD, is responsible for the overall management, supervision, and execution 
of the urban development initiatives through various administrative units including MPUDC as a 
state government department. UDHD is headed by Principal Secretary assisted by Under 
Secretaries, Deputy Secretaries and administrative staff. Further, in order to administer the towns, 
the Urban Administration and Development Directorate (UADD) is established under UDHD, 
which is headed by an Indian Civil Service officer supported by Engineer in Chief and Financial 
Advisors and support staffs.  
 
23. Project Management. The overall guidance is given by UDHD for the urban development 
initiatives in the state. The subprojects in the sector are implemented by the administrative 
directorates such as Urban Administration and Development Directorate and state level 
institutions such as MPUDC. In the case of MPUSIP, the main responsibility of UDHD is: (i) overall 
policy level guidance for the implementation; (ii) to provide administrative approval for the 
subprojects; (iii) to transfer the budgetary allocation (ADB loan along with counterpart fund) to 
MPUDC; and (iv) to facilitate reimbursement claims from ADB. The same arrangement will be 
followed for Additional Financing of the MPUSIP. 
 
24. Experience in Managing Externally Financed Projects. The UDHD has considerable 
experience in implementing externally aided projects (footnote 1, including the ongoing MPUSIP 
funded by ADB. UDHD have been implementing the ongoing MPUSIP at a satisfactory level in 

 
7 UDAY is the financial turnaround and revival package for electricity distribution companies of India (DISCOMs) 

initiated by the Government of India with the intent to find a solution to the financial problems of power distribution 
companies. It allows state governments, which own the DISCOMs, to take over 75% of their debt as of September 
30, 2015. 
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terms of releasing project funds in a timely manner, including the counterpart funds to the 
implementing agency. The same structure will be followed for Additional Financing of the 
MPUSIP. 
 
25. Funds flow arrangements. In MPUSIP, ADB lend funds to GOI through CAAA, DEA. 
GOI releases the funds to GOMP on back to back terms and conditions. GOMP makes a 
budgetary allocation to UDHD for ADB loan and counterpart fund and transfers the funds to 
MPUDC. The existing system releasing the project funds followed in MPUSIP is satisfactory and 
the same mechanism will be followed for the proposed Additional Financing of the MPUSIP.  
 
26. Staffing. UDHD is headed by Principal Secretary and is assisted by undersecretaries and 
Deputy Secretaries. Accounts activities of the UDHD is managed by the state government finance 
department with the support of UDHD. 

 
27. Accounting policy and procedures. Comptroller and Auditor General (CAG) approved 
cash-basis accounting system is followed by GOMP. 

 
28. Segregation of duties. UDHD ensures adequate segregation of duties of staff. Also, 
UDHD is managing the activities through Directorates and state level institutions for its functions.  
These institutions and directorate ensure adequate segregation of duties between technical 
accounts and administrative divisions. In the case of MPUSIP, MPUDC is supporting UDHD with 
adequate segregation of duties. 

 
29. Budgeting system. The budget is prepared annually in accordance with the policies laid 
down by GOMP. Funds requirement for various initiatives under that department including the 
fund for MPUSIP is consolidated and submitted to the finance department of GOMP. Annual 
variation with regard to budget is being carried out to support management decisions. The same 
system will be followed for Additional Financing of the MPUSIP. 

 
30. Payments. In MPUSIP, the funds are drawn based on the budget estimate and is 
disbursed to MPUDC account for further payment to contractors/consultants. There is no payment 
of funds by UDHD directly to the contractor/consultants. The existing system is satisfactory and 
will be followed in the proposed Additional Financing of the MPUSIP.  

 
31. Cash and Bank. UDHD does not handle the funds directly for the projects. Based on the 
budgetary allocation, the fund drawing officer at UDHD draws the funds from state treasury and 
deposits in MPUDC bank account maintained for the project. The same system is proposed to be 
followed for Additional Financing of the MPUSIP.  

 
32. Safeguard of assets. The assets created under various programs are maintained by the 
respective directorates and state level institutions.  
 
33. Contract management and accounting. UDHD administers the contract through its 
directorates and the state level organization such as MPUDC. The details of payments and 
accounting records are maintained at implementing agency level. In the case of MPUSIP, the 
contracts are managed by MPUDC through its PMU. Similar to the phase I project, PMU will 
maintain all records, including details of payments, accounting records, and contracts for the 
proposed Additional Financing of the MPUSIP.  
 
34. Internal audit. UDHD does not have a separate internal audit system. However, adequate 
internal audit system is in place in its directorates and the state level institutions who manages 
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the operations. MPUSIP is managed by MPUDC with adequate internal audit system. The same 
mechanism will be followed for the proposed Additional Financing of the MPUSIP. 

 
35. External audit (Entity Level). Office of Principal Accountant General (Accounts and 
Entitlements) of CAG consolidates the accounts of all state departments of GOMP and prepares 
the state level accounts. Office of Accountant General (General and Social Sector Audit) of CAG 
conducts an independent audit of the state accounts. In the case of GOMP, audit is completed up 
to 2017–2018. 
 
36. Reporting and monitoring. Budget and budget variance analysis are carried out by the 
directorates and state level institutions and the same is reviewed by UDHD.  
 
37. Information management. UDHD budget funds are managed through E-treasury system 
in GOMP. Also, E-Nagar Palika, an integrated software package implemented in a phased 
manner in the towns and offices under UDHD. This software has a project management module 
and has facility to monitor physical and financial progress of subprojects. This software will be 
used in MPUDC for managing Additional Financing of the MPUSIP.  
 
B. Implementing Agency - Madhya Pradesh Urban Development Company Limited and 
project management unit  
 
38. Overview. MPUDC was established in 2015 as a wholly owned company by GOMP, with 
the objective of implementing urban development projects. MPUDC is headed by the Managing 
Director with adequate support staff and is governed by its board of directors under the 
chairmanship of Chief Minister. MPUDC, which is the implementing agency for ongoing MPUSIP, 
will continue to implement Additional Financing of the MPUSIP as the implementing agency. 
MPUDC will be implementing both MPUSIP and Additional Financing of the MPUSIP through the 
PMU. PMU will be responsible for all day-to-day management for Additional Financing of the 
MPUSIP, including but not limited to: (i) preparing an overall project implementation plan and 
detailed work program; (ii) providing overall monitoring and guidance on implementation; (iii) 
monitoring and supervising all management activities; (iv) preparing periodic project progress and 
project completion reports; (v) preparing financial planning and budgeting; (vi) ensuring full 
compliance with ADB’s resettlement, environmental, and other safeguard policies; (vii) procuring 
contractors and consultants; (viii) managing contractors/consultants including payments; and (ix) 
enhancing institutional capacity, public awareness and urban governance.  
 
39. Governance. The Board of Directors of the MPUDCL convene regularly. Currently there 
is no audit committee in place. However, the establishment of an audit committee is expected to 
be placed before the board at the forthcoming Board Meeting.  MPUDCL, has outsourced the 
internal audit function to an external firm that conducts internal audits on a quarterly basis. 
Agrawal Kanhere Associates, Chartered Accountants were appointed as Internal Auditors of 
MPUDCL for the FY 2019–2020 and 2020–2021. The internal audit report is submitted to the 
Managing Director of MPUDCL. The Board of Directors of the MPUDC is responsible for 
approving the Entity Audit report. 
 
40. Financial management performance under the ongoing project MPUSIP. MPUDC is 
currently implementing the ADB financed MPUSIP, which became effective in 2017. MPUSIP 
amounts to $400 million including an ADB loan of 276 million. To date, MPUDC has also largely 
implemented the financial management related actions outlined in the project administration 
manual (PAM): 
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(i) Financial management staffing. A qualified Chartered Accountant has been 
engaged on a full -time basis. However, the two positions One Municipal Finance 
Officer and one Assistant Accounts Officer remain vacant. 

(ii) Internal audit. MPUDC has appointed an Internal auditor in the form of an external 
firm of independent Chartered Accountants. However, timeliness of internal audit 
reports needs to be ensured. 

(iii) Entity level audit. The audit of the entity financial statements of MPUDC for the 
FY2017 was completed. However, the AEFS were submitted with a considerable 
delay. Furthermore, although the statutory audit is completed up to FY2019 but it 
is still pending the approval of the Board. 

(iv) Accounting. MPUDC has put in place the Tally ERP accounting software as well 
as the E-Nagar Palika software used for project payments and monitoring. 

 
41. To date two APFS have been submitted to ADB covering fiscal years 2017–2018 and 
2018–2019. Both APFS were submitted with a slight delay. The auditor expressed an unqualified 
opinion on the APFS and the use of funds for the intended purpose. The reports are following the 
financial reporting templates as per the standard TORs agreed between ADB, DEA and CAG. 
The auditor also confirmed that no management letter was issued.  
 
42. Strengths and Weaknesses. The strengths of the implementing agency include: 

(i) MPUDC has sufficient experiences in implementing and managing multilateral 
funded projects including ADB-financed projects (footnote 2);  

(ii) The implementing agency which is managing the ongoing MPUSIP efficiently, with 
its PMU and PIUs will be managing the proposed Additional Financing of the 
MPUSIP also;  

(iii) An accrual based double entry accounting system was already established in 
MPUDC that can be adopted for Additional Financing of the MPUSIP; and 

(iv) Proposed E-Nagar Palika software which has module for project management as 
well as approval and payment mechanism will improve the project and financial 
management of Additional Financing of the MPUSIP. 
 

43. The following weaknesses in MPUDC and PMU financial management system have been 
identified and need to be addressed: 

(i) There is no audit review committee in MPUDC; 
(ii) The AEFS has in the past been approved by the board with a significant delay in 

submission;  
(iii) inadequate staff in the accounts’ division of MPUDC, PMU and PIUs, may affect the 

financial management including delay in preparation of budget and financial 
statements; and  

(iv) Lack of training plan on ADB procedures for newly inducted accounts staff of PMU 
and PIUs may cause delays in day-to-day financial management of Additional 
Financing of the MPUSIP.  

 
44. Project management. MPUDC is currently implementing urban infrastructure projects 
funded by ADB, World Bank and KfW including the ongoing ADB funded MPUSIP. PMU 
established for the ongoing MPUSIP will also be responsible for the implementation of the 
proposed AF MPUSIP. Thirteen PIUs under PMU has already been established for MPUSIP and 
the same would be utilized for the proposed Additional Financing of the MPUSIP. Each PIU will 
be managing the day-to-day project management including but not limited to: (i) liaising with PMU 
on project implementation; (ii) supervising and providing technical support to contractors; (iii) 
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preparing progress reports for each contract; and (iv) participating in training and capacity building 
programs.  

 
45. Experience in Managing Externally Financed Projects. In addition to the ongoing ADB 
assisted MPUSIP, MPUDC is experienced in implementing projects funded by World Bank and 
KfW (footnote 2). The PMU of MPUDC has been managing the ongoing MPUSIP since the year 
of 2015.  

 
46. Funds flow arrangements: In MPUSIP, ADB lend funds to GOI through CAAA, DEA. 
GOI releases the funds to GOMP on back to back terms and conditions. GOMP releases the ADB 
loan and its counterpart fund together to MPUDC through UDHD by budgetary allocation. MPUDC 
through its PMU makes the payment to contractors and consultants as per the progress and on 
agreed terms. Based on the payments towards approved expenditure, PMU of MPUDC prepares 
the claims with the support of PIUs and submit to ADB for reimbursement through CAAA, DEA. 
The existing system followed in the ongoing MPUSIP, is satisfactory and the same arrangements 
will be followed for the proposed AF MPUSIP. A funds flow diagram is included in Appendix 1. 

 
47. Staffing. At present, MPUDC implements both MPUSIP and other projects funded by 
World Bank and KfW. The accounts and finance division of MPUDC is headed by finance 
controller, supported by one Chartered Accountant, one municipal finance officer, two accounts 
officers and two assistant accounts officers. Of these, two positions (one municipal finance officer 
and one assistant accounts officer) are vacant. Among the above sanctioned positions, two 
positions (one junior accounts officer and one assistant accounts officer) are dedicated to PMU 
for managing finances of the ongoing MPUSIP. In each PIU, two positions – one senior accounts 
officer and one junior accounts officer are sanctioned. The same system will be followed for AF 
MPUSIP. Vacant positions in the MPUDC will affect the financial management of AF MPUSIP.  

 
48. As of May 2020, the PMU is fully staffed with accounts staff. In the PIUs the staffing 
situation is as follows: each of the 9 PIUs has in place either a senior or a junior accounts staff or 
both in some cases while one PIU has currently no accounts staff in place. MPUDC has already 
initiated the recruitment of a senior account officer and junior account officer which is confirmed 
to complete by 30 June 2020. However, the PIUs will not receive funds. All projects funds and 
withdrawal applications are managed at the PMU level and payments are made centrally to 
contractors and consultants. The accounts persons in PIUs play a vital role in the verification of 
contractor’s bills thus reducing the workload burden on the account officers based in PMU. These 
vacant positions in PIUs will affect the financial management of AF MPUSIP. 

 
49. It is recommended that all vacant positions in the PIUs are to be filled with qualified 
accounts staff, an accounts officer is to be assigned full time for the proposed project and a 
qualified financial management expert to be hired as part of the project management and capacity 
building consultants (PMCBC) to support the PMU. Indicative TORs for the financial management 
expert is included in Appendix 2. 

 
50. Accounting policy and procedures. An accrual-based accounting system is already in 
place in MPUDC and PMU. The MPUDC follows Indian Accounting Standards. Computerized 
accounting software Tally ERP 9 is installed and in use. The same standards will also be followed 
for the proposed Additional Financing of the MPUSIP as well. 

 
51. Segregation of duties. The current system at MPUDC and PMU ensures adequate 
segregation of duties of staff, where technical divisions are responsible for ordering while 
administration divisions are responsible for receiving. The accounts division is responsible for 
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payments. Important activities like authorization, recording, payments, and reconciliations are 
segregated and carried out by different officers.   

 
52. Budgeting system. The budget is prepared annually in accordance with the policies laid 
down by the Board of MPUDC. Funds requirement for Projects, including the ongoing MPUSIP 
prepared by the PMU, is forwarded to the GOMP through UDHD for inclusion in the annual budget 
of the State of Madhya Pradesh. Annual variation with regard to physical and financial is being 
carried out to support management decisions. The same arrangements will be followed for the 
proposed MPUSIP. As of May 2020, MPUDC has submitted the required budget for approval. 
However, due to the change of government and the COVID-19 lockdown no assembly meeting 
for budget discussions and endorsement has taken place so far and currently the budget is not 
approved. 

 
53. Payments. In case of MPUSIP, the payments are made against invoices submitted with 
due verification and approval. PMU makes payment to the contractors and consultants. The PIUs 
recommend the invoices submitted by the contractor, upon verification and approval by PMU, the 
payment is being made to the contractors/consultants. The existing system is satisfactory and 
proposed to be followed for Additional Financing of the MPUSIP.  

 
54. Cash and Bank. At present, the finance controller and engineer in Chief of MPUDC are 
the authorized signatories for all payments in MPUDC and PMU. The finance controller is 
responsible to ensure reconciliation with accounting records and the bank account on monthly 
basis. The PMU staff maintains all records of bank accounts, transactions receipts and payment 
to contractors and consultants. The same arrangements will be followed in the proposed 
Additional Financing of the MPUSIP.  

 
55. Safeguard of assets. MPUDC maintains the fixed asset registers. Assets are clearly 
identified, numbered, and safeguarded. The PMU will be responsible for maintaining detailed 
records of capital work in progress and assets completed for handover to the operating agencies, 
i.e., project ULBs. 

 
56. Contract management and accounting. The PMU is responsible for maintaining all 
records related to contracts, procurement, and accounts in the ongoing MPUSIP. Similar to 
MPUSIP, PMU will maintain all records, including details of payments, accounting records, and 
contracts, that will enable ADB and MPUDC to monitor contracts effectively for the proposed 
Additional Financing of the MPUSIP.  

 
57. Internal audit.  Internal audit is outsourced to an independent Chartered Accountant firm 
(M/S Agrawal Kanhere Associates). It is being conducted on quarterly basis. The internal auditor 
has submitted his report for FY 2019/2020. The internal auditor has included MPUSIP in its audit. 
The internal auditor has submitted its report for the financial year 2019 for MPUDC and MPUSIP. 
Similar internal audit arrangements will continue for the proposed for Additional Financing of the 
MPUSIP. 
 
58. External audit (Entity Level). The entity financial statements are prepared in accordance 
with Companies Act, 2013 and adheres to ICAI accounting standards. The external audit is 
conducted annually by CAG and the AEFS is approved by the MPUDC’s board of directors. The 
audit has been conducted up to FY 2017–2018. The 2018–2019 audit has been conducted but it 
has still not been approved by the board. Audits have been unqualified in the past. The AEFS for 
2017–2018 was submitted to ADB more than one year after the end of the fiscal year. The AEFS 
for 2018–2019 has still not been received.  
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59. External audit (Project Level). An independent firm of CA firm appointed by CAG for 
conducting entity audit is also performing audit at project level for MPUSIP–I. Audit for the financial 
year 2019 is completed and the APFS has been submitted to ADB in November 2019. Similar to 
MPUSIP, the PMU will prepare a separate set of annual financial statements for Additional 
Financing of the MPUSIP in the DEA approved format8 and the audit process will be followed.   

 
60. Reporting and monitoring. MPUDC has established accounting, reporting and 
budgeting procedures in line with the GOMP Rules and Regulations. Financial statements are 
prepared on a quarterly and annual basis for both MPUDC as well as MPUSIP. Financial 
statements and supporting schedules are prepared as per Indian  accounting standards. As being 
done for the ongoing MPUSIP–I, the PMU will prepare quarterly progress reports for the 
submission to ADB detailing the physical and financial progress for Additional Financing of the 
MPUSIP. 

 
61. Information management. Accounts are maintained in Tally Software for the ongoing 
MPUSIP–I. It is also proposed to implement E-Nagar Palika software in MPUDC. E-Nagar Palika 
is an integrated software package implemented in all ULBs and offices under UDHD. This 
package also has project management module and has facility to monitor physical and financial 
progress of subproject, approval of contractor bills online. The financial statements can also be 
taken directly generated from E-Nagar Palika whenever required. This software will be also used 
for AF MPUSIP.  In addition, it is important that the PMU obtains timely access to the CPD and 
LFIS in order to track all disbursements and payments and to perform periodic reconciliations with 
ADB disbursement records. 
 

V. RISK ASSESSMENTS 
 
62. The FMA has considered two types of risks: (i) inherent risks, i.e., risks outside the direct 
control of the entity financial management, and (ii) control risks, i.e., risks concerning the internal 
functioning and control of the entity’s accounts division. The following key risks have been 
identified. (Table 2).  
 

Table 2: Financial Management Inherent and Control Risk Assessment 
Risk Risk Assessment Proposed Mitigation Measures 

A.  Inherent Risks 
1. Country-

Specific Risks 
(India) 

MODERATE 
• The financial standards and capacity in GOI’s 

public and private sector are sound. India has a 
strong accounting profession although most 
levels of the government still use a cash basis 
of accounting. 

 
• Not applicable 

 
8 Government of India, Department of Economic Affairs (DEA), 2013, Using the guidelines issued via Letter No. 

5/2/2010-ADB-I dated 2 September 2013, by the DEA, Multilateral Institutions Division and C&AG applicable for all 
externally aided projects in India. 
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Risk Risk Assessment Proposed Mitigation Measures 
2. Entity-Specific 

Risks 
(GOMP)  

 

MODERATE 
• GOI/GOMP procedures and PFM systems are 

in place including institutional mechanism and 
legislative framework for budgeting, 
accounting, and audit in a time-bound manner. 

• UDHD, has experience in handling EAP 
projects funded by ADB, World Bank and KfW. 
UDHD is the executing agency for ongoing 
MPUSIP implemented through MPUDC. The 
same system will be followed for MPUSIP  

 
• Not applicable 

3. Project-
Specific Risks 

SUBSTANTIAL 
• High volume of expected transactions and 

geographically scattered locations 
 

Specific risk mitigation actions 
listed below. 

Overall  
Inherent Risk 

MODERATE 
. 

 Control Risks – MPUDC and PMU (implementing agency) 
1. Implementing    

 Agency 
 

MODERATE 
• MPUDC and its PMU have experience in 

implementing ADB project (MPUSIP). In 
addition, MPUDC has experience in 
implementing EAP projects funded by World 
Bank and KfW. 

• 13 PIUs under PMU has already been 
established for MPUSIP and the same would 
be utilized for the proposed Additional 
Financing of the MPUSIP.  

 
• The PMU and the PIUs must be 

fully staffed. 

2.   Funds Flow SUBSTANTIAL 
• GOMP allocates funds to MPUDC through 

UDHD using the budgetary mechanism. The 
eligible portion will be subsequently reimbursed 
by ADB. Delays in counterpart financing may 
also delay project implementation. The budget 
has not been approved yet.  

• PMU at MPUDC will manage and disburse the 
project funds to the contractors and 
consultants.  

• Funds flow for Additional Financing of the 
MPUSIP will be the same with that of MPUSIP. 
No major problems are expected in flow of 
funds.  

 
• Timely availability of counterpart 

funds must be ensured by the 
GOMP and executing agency.  

• ADB disbursement will follow 
the reimbursement procedure.  

• SOE ceiling set at $200,000; 
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Risk Risk Assessment Proposed Mitigation Measures 
3.   Staffing SUBSTANTIAL 

• Of the seven sanctioned positions (two 
positions (one municipal finance officer and one 
assistant accounts officer) are vacant.  

• Among the filled five positions, two positions 
(one accounts officer and one assistant 
accounts officer) are assigned to PMU to 
manage MPUSIP. 

• Each PIU has sanctioned post of one senior 
and one junior accounts officer. Six positions of 
senior accounts officer and five positions of 
junior accounts officer are vacant across 13 
PIUs.  

• Newly appointed accounts staff will not have 
experience in ADB’s procedures or systems 

 
• Vacant positions in the PMU 

and the PIUs are to be filled 
with qualified accounts staff. 

• An accounts officer to be 
assigned full time for the 
proposed project. 

• A qualified financial 
management expert to be hired 
as part of the PMCBC to 
support the PMU. 

• Continuous training in ADB’s 
financial management 
requirement and disbursement 
procedures and systems to be 
ensured. 

4.   Accounting   
Policies and  
Procedures 

MODERATE 
• Policies and procedures are well documented. 

MPUDC uses Indian accounting standards laid 
down by Institute of Chartered Accountants of 
India. 

• PMU will prepare separate annual project 
financial statements for Additional Financing of 
the MPUSIP, as followed for the ongoing 
MPUSIP.  

• There is no audit committee in place in 
MPUDC. 

 
• The COA of MPUDC to be 

modified to accommodate for 
the proposed project. 
 

• An Audit Committee to be 
established in MPUDC. 

5.   Internal Audit MODERATE 
• External chartered accountancy firm has been 

appointed as internal auditor for both MPUDC 
and MPUSIP for the FY 2018–2019. There 
have been no delays in audit. The same 
system will be followed in AF MPUSIP. 

 
• The scope of the internal audit 

function is to be broadened to 
also include the proposed 
project. 

• Internal audit recommendations 
to be followed up on and 
monitored by the audit 
committee. 

6.   External Audit   
  (entity level) 

SUBSTANTIAL 
• Audit has been completed for MPUDC by 

statutory auditor appointed by CAG for financial 
year 2019 and will be approved by the board of 
MPUDC. 

 
• Delays in approval and 

submission of the AEFS must be 
avoided and consequently  
MPUDC must ensure that the 
AEFS is prepared and approved 
within the statutory schedule 
and submitted to ADB one 
month after their approval.  
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Risk Risk Assessment Proposed Mitigation Measures 
7.   External Audit    

  (Project level) 
MODERATE 

• Project audit is conducted for MPUSIP in the 
financial year 2019 by statutory auditor 
appointed by CAG and submitted to ADB in 
November 2019. Past two APFS have been 
submitted with a slight delay. 

 
• Project financial statements to 

be prepared and audited 
separately for each ADB project. 

• The audit to be conducted 
according to the standard TORs 
agreed with the CAG and the 
Government of India and ADB; 

• The PMU to engage annually 
with the auditors to discuss the 
audit plan and ensure timely 
submission of the APFS to ADB.  

8. Reporting 
and   
Monitoring 

MODERATE 
• At MPUDC level, financial reports are prepared 

from the computerized software and other 
monitoring are carried our manually.  
 

• At PMU level, the quarterly and yearly progress 
reports for reporting physical and financial 
progress has been prepared for MPUSIP. 
Similar process would be followed for Additional 
Financing of the MPUSIP as well. 

 
• Comprehensive financial 

management information to be 
included in the QPRs in a format 
as agreed with ADB. 

9.   Information  
  Systems 

MODERATE 
• Tally (Off the shelf) software package is used 

for accounting purpose. All reports are 
generated using the software package. Further, 
the backups are maintained at separate hard 
drives 

 
MODERATE(PMU) 

• At present Tally (Off the shelf) software 
package is used for accounting purpose for the 
project.  

• However, E-Nagar Palika software which has 
module for Project Management as well as 
approval and payment mechanism is proposed 
to be implemented for MPUSIP. This will also 
be extended to Additional Financing of the 
MPUSIP.  

 
• The PMU’s existing accounting 

software to be customized to 
produce separate financial 
reports for the project in the 
agreed format.  

• E-Nagar Palika software to be 
used under the proposed 
project. 

• Active use of ADB systems 
LFIS and Client Portal for 
Disbursement in monitoring of 
disbursements and conducting 
quarterly reconciliation between 
project records and ADB 
disbursement records. 
 

Overall  
Control Risk 

 

SUBSTANTIAL 

Overall financial 
management 

risk 

SUBSTANTIAL 

ADB = Asian Development Bank, AEFS = audited entity financial statement, APFS = audited project financial statement,  
CAG= Comptroller and Auditor General, EAP = Externally-Aided Projects Division, GOI = Government of India,          
GOMP = Government of Madhya Pradesh, LFIS = loan financial information system, PIU = project implementation unit, 
PMCBC = project management and capacity building consultants, PMU = program management unit,  MPUDC = 
Madhya Pradesh Urban Development Corporation Limited, MPUSIP = Madhya Pradesh Urban Sector Improvement 
Project, PFM = Public Financial Management, QPR = quarterly progress report, SOE = statement of expenditure, TOR 
= terms of reference, UADD = Urban Administration and Development Directorate, UDHD = Urban Development and 
Housing Department; ULBs = urban local bodies. 
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VI. PROPOSED TIME BOUND ACTION PLAN 
 

63. Following actions in Table 3 agreed as an action plan to address issues that the financial 
management assessment identified in the executing agency and implementing agencies.  
 

Table 3: Risk Assessment and Mitigation Plan 
Area Agreed action Responsibility Timeframe 

Staffing (1) Fill all the vacant accounts positions in the PIUs. 
(2) Assign a fulltime accounts officer for the project in the 

PMU.  
(3) Engage a financial management expert (national 

consultant) to support the project.  

MPUDC 
MPUDC  
 

By loan 
effectiveness 
 

Capacity 
building 

Continuous training to be provided to the accounts staff of 
the PMU and PIUs in ADB’s financial management and 
disbursement procedures and systems (LFIS, CPD etc). 

ADB & MPUDC Continuous 

Accounting 
 

Modify the chart of accounts and the accounting software to 
allow the project to track receipts and payments separately 
for the project. 

MPUDC By loan 
effectiveness 

Internal 
controls 

Establish an audit committee to review internal and external 
audit reports and monitor the status of past audit 
observations/recommendations to ensure these are timely 
addressed. 

MPUDC Continuous 

Financial 
reporting 

Generate quarterly financial reports in a format agreed with 
ADB. Include comprehensive financial information and in the 
quarterly progress reports. 

MPUDC Within 45 
days after 
each quarter   

Internal audit  Include the proposed project into the scope of the internal 
audit function  

MPUDC By loan 
effectiveness 

External 
audit - project 
level 

(1) Ensure the project is included in the audit plan of 
CAG and that the audit is conducted in accordance 
with the audit TORs agreed between CAG, ADB 
and DEA.  

(2) Submit the APFS including a management letter to 
ADB within six months after the end of the fiscal 
year. 

MPUDC By loan 
effectiveness 
 
By loan 
effectiveness 

External 
audit – Entity 
level 

The Audited entity financial statements are to be approved 
within the statutory requirements. 
 
Submit the AEFS to ADB within one month after approval.  

MPUDC Continuous 

Information 
systems 

• Customize existing accounting software account for and 
produce separate financial reports for the project in the 
agreed format.  

• Extend the use of E-Nagar Palika software for the 
proposed project. 

• Continuous use of ADB systems LFIS and Client Portal 
for Disbursement in tracking withdrawal applications and 
conducting quarterly reconciliation between project 
records and ADB disbursement records. 

MPUDC By loan 
effectiveness 

ADB = Asian Development Bank, AEFS = audited entity financial system, APFS = audited project financial system, CAG = 
comptroller and auditor general, CPD = client portal for disbursements, DEA = Department of Economic Affairs, LFIS = loan 
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financial information system, MPUDC = Madhya Pradesh Urban Development Company Limited, PMU = project management 
unit, PIU = project implementation unit, TOR = terms of reference. 
 

VII. CONCLUSION 
 
64. The financial management arrangements are considered adequate and the overall 
premigration financial management risk is considered as Substantial. To further improve the 
quality of financial management in MPUDC, it is important that the financial management action 
plan is implemented in a timely manner and that ADB executes a supervision and implementation 
support plan as outlined below. 
 

VIII. SUPERVISION AND IMPLEMENTATION SUPPORT PLAN 
 
65. In order to ensure sufficient knowledge in ADB’s financial management requirements, 
including procedures and related systems, the MPUDC will ensure that each PMU financial staff 
assigned to the project undertake the following actions within the first three months working with 
the project: 

(i) Become aware of the ADB and national anticorruption policy and whistle blowing 
mechanisms; 

(ii) Master loan/grant agreement including the loan covenants and the relevant 
sections of the PAM, as well as the ADB loan disbursement handbook; 

(iii) Obtain user/reader rights (as required) to ADBs systems including: the Client 
Portal for Disbursement and the Loans and Grants information Service;   

(iv) Complete the ADB Disbursement eLearning course; and  
(v) Complete the Cash Basis International Public Sector Accounting Standards 

(IPSAS) for ADB Project Financial Reporting -eLearning course. 
 
66. In addition, the PMU should on a yearly basis liaise with ADB to ensure participation in 
financial management and disbursement training events organized by ADB in the region, 
especially in the first two years of project implementation.   
 
67. Moreover, it is recommended that a financial management specialist (ADB staff or 
consultant) will participate in a mission annually (subject to availability of resources) to supervise 
and provide implementation support to the project and follow up the fiduciary risk at various levels 
including the use of the SOE.   
 
68. In light of the risk assessment, in the first two years of implementation the supervision plan 
of the project will especially focus on the following actions: 

(i) Detailed review of the status of the Financial Management action plan outlined in 
the PAM; 

(ii) Detailed review of adequacy of the staffing arrangements at the Financial 
Management unit within the PMU, including the TOR’s and performance of the 
financial staff and training needs identification;  

(iii) Detailed review of the project financial management and accounting procedures in 
use; 

(iv) Detailed review of the accounting software and financial reports produced by the 
accounting software and the use of budget controls; 

(v) Review of overall flow of funds (and resolving any bottlenecks) and a detailed 
review of the operation of the Advanced account (including monthly 
reconciliations); 
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(vi) Detailed review of the use of the SOE procedure and the adequacy of supporting 
documentation;  

(vii) Follow-up on the staffing and the work performed by the internal audit function; 
(viii) Detailed review of records management, filing and information back up; 
(ix) Follow-up on contracting the project (independent) external auditors and the 

TORs; 
(x) Follow-up on audit (internal& external) recommendations; and 
(xi) Follow-up on recommendations from past supervision missions.  
 

69. The supervision process will be complemented by desk review of financial information 
included in the quarterly progress reports and APFS.   
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FUND FLOW DIAGRAM 
 
 

Reimbursement Disbursement Procedure 
 

CAAA account (in $) – 
Reserve Bank of India 

(RBI)

MPUDC
(PMU -  preparation of WAs)

State Treasury 
(GoMP)

ADB

GOI -MOF - DEA  
(CAAA)

Contractors, Suppliers, Service Providers, Consultants, Project Staff, etc.. 

Reimbursements in 
$

Release in INR

GoT/UDHD  Budget release 
(prefinancing & counterpart funds) in 

INR

PaymentsInvoices, 
etc.

WAs/claims for 
reimbursement

WAs/claims for 
reimbursement

 
ADB = Asian Development Bank, CAAA = Controller of Aid, Accounts and Audit, DEA = Department of Economic 
Affairs, GOI = Government of India, GOMP = Government of Madhya Pradesh,  MOF = Ministry of Finance, MPUDC = 
Madhya Pradesh Urban Development Company Limited,  PMU = project management unit, RBI = Reserve Bank of 
India,  UDHD = Urban Development and Housing Department.     
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FINANCIAL MANAGEMENT EXPERT (NATIONAL CONSULTANT) – TERMS OF 
REFERENCE 

 
Qualification 
 Financial Management expert will preferably have: 

(i) a recognized professional accountancy qualification (e.g., CPA, CA or 
equivalent) or equivalent in related fields;  

(ii) an overall 10 years of working experience with 5 years of experience in 
project/program financial management and training/ capacity building; and 

(iii) experience in similar capacity and sound knowledge of Asian Development 
Bank (ADB) procedures/policies and working on externally funded 
projects/programs financed by ADB or World Bank shall have added 
advantage. 

Reporting 
The position will report to the PMU director or equivalent. 
 
Scope of Work 
 The objective of the services is to strengthen the Financial Management capacity of the project 

management unit (PMU)/Madhya Pradesh Urban Development Company Limited (MPUDC) 
implementing the ADB’s assisted Project to ensure:  
i) all program funds are used for the intended purpose and with due attention to 

considerations of economy and efficiency; and  
 

ii) full compliance with ADB’s financial management and disbursement requirements as 
outlined in the relevant sections of Loan/grant agreements, Project Administration 
Manual, and ADB’s loan disbursement handbook, minutes of the loan negotiations, 
etc, 

 
Expected Tasks  
The financial management specialist will support the PMU/MPUDC through the following tasks:  

 
• Support the PMU/MPUDC in ensuring that separate accounts for the project are duly 

maintained and that receipts and expenditures are duly segregated by financing 
source (e.g. ADB and Government funding);  

• Support the PMU/MPUDC in improving the financial management systems including 
setting up a standalone accounting software, Chart of accounts and automating the 
financial reporting to the extent possible; 

• Support the PMU/MPUDC in ensuring that a) all payments are duly prepared, 
reviewed, authorized, and recorded in the accounting system correctly and in a timely 
manner, and all expenditure items meet the eligibility criteria as defined in the ADB 
financing agreement, and are supported by adequate documentation (invoice, 
contracts, evidence of payments etc..) as outlined in the ADB disbursement handbook; 

• Conduct periodic analysis of the execution of the procurement and disbursement 
projections and provide analysis of the any significant variances between planned vs 
actual expenditures;  

• Conduct an analysis of the financial execution of the approved procurement plan and 
budget, disbursement projections as well as financial vs physical progress. Analyze 
and document any significant variations; 

• Support the PMU/MPUDC in conducting quarterly reconciliation of the project 
disbursement records and ADB’s disbursement data available in the LFMIS to ensure 
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the correctness and completeness of the project records and financial 
reports/statements. Follow-up on any discrepancies to ensure these are resolved in a 
prompt manner; 

• Support the PMU/MPUDC in conducting monthly reconciliations of the various 
advance accounts designed to receive ADB financing and any related subaccounts (if 
applicable). Analyze and follow-up on all reconciliation items; 

• Assist the PMU in preparing Withdrawal applications and in collection and filing of all 
supporting documentation in accordance with the relevant procedures outlined in the 
ADB loan disbursement handbook; 

• Assist the PMU in preparing financial information and analysis to be included in the 
quarterly progress reports in an agreed format to be submitted to ADB; 

• Assist the PMU in preparing separate project financial statements annually covering 
the activities financed under all the funding sources (e.g. ADB and Government 
funding) in a format agreed with ADB;  

• Support the PMU in ensuring that the project financial statements are audited and that 
the audit report, the audited consolidated financial statements and the management 
letter(s) are submitted to ADB in a timely manner;  

• Support the PMU in the follow-up of internal and external audit recommendations to 
further improve the internal controls of the project; 

• Support the PMU in ensuring that all financial records are orderly filed and stored 
physically safe location and an electronic back up is conducted regularly; and 

• Assist the PMU in other tasks as assigned by the PMU director or equivalent. 
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