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A. Summary 
 
1. The Financial Management Assessment has been conducted through a review of prior 
assessments carried out, interviews, and meetings with various government officials. A great 
deal of lessons learned from the Third Primary Education Development Program (PEDP III) has 
been brought to bear on this assessment. The assessment has focused on (i) internal controls, 
(ii) fund flows, (iii) accounting, (iv) financial reporting, and (v) independent audit. Key reforms in 
the government budgeting and accounting system have helped improve financial management 
through the extensive support of the Strengthening Public Expenditure Management Program 
(SPEMP). Integrated Budgeting and Accounting System (IBAS) is gradually gaining trust of 
foreign-aided programs and projects that are willing to channel funds through its system. 
SPEMP plans to upgrade IBAS with a further elaborated accounting system (IBAS Plus) from 
FY2014–FY2015. PEDP III has contributed significantly to improve IBAS by introducing new 
schemes to track uncleared advances, payment processing time, and monthly reconciliation of 
accounts. To further mainstream good practices in financial management and mitigate risks, 
measures have been identified which focus on adequate budget execution, improved quality of 
financial reporting, and capacity development for the Ministry of Education (MOE) internal audit. 
The above measures have been consolidated in the Procurement and Financial Management 
(PFM) Action Plan.1

 
 

B. Introduction 
 
2. This fiduciary assessment2 of the program financial management system is intended to 
determine the degree to which the system will be able to manage fiduciary risks and provide 
reasonable assurance that program funds will be used according to its intended purpose. The 
assessment has been conducted with reference to the Guidelines for the Financial Management 
and Analysis of Projects3 and Financial Due Diligence: A Methodology Note.4 As required by the 
Asian Development Bank (ADB)’s policy paper on Piloting Results-Based Lending for 
Programs,5

 

 it focuses on accountability and transparency and covers (i) internal controls, (ii) 
funds flow arrangements, (iii) accounting, (iv) financial reporting, and (v) independent audit. 

3. The funding arrangement proposed for the program will make full use of country Public 
Financial Management systems for fund management, execution, accounting, internal controls 
and external audit. In light of the greater reliance to be placed on government system, a sound 
assessment of fiduciary risks is more important than in the case of traditional project lending. 
Accordingly, the assessment includes a review of the Government of Bangladesh (GOB)’s PFM 
system in general and how it relates to the Secondary Education Sector Investment Program 
(SESIP). The assessment included a review of the capacity within the Ministry of Finance 
(MOF), the Office of the Controller General of Accounts (CGA), MOE, Directorate of Secondary 
and Higher Education (DSHE), as well as the office of the Comptroller and Auditor General of 
Bangladesh (CAG), which is the supreme audit institution (SAI) in Bangladesh. 
 

                                                
1 Though this assessment is about financial management, the Procurement and Financial Management Action Plan 

includes the procurement section. The procurement assessment is in a separate document.    
2  The assessment was prepared by Mr. Jens Claussen (Public Management Consultant) during January–April 2013     

with inputs from Ms. Sherazade Shafiq (Financial Management Specialist, SAOD-PR). 
3 ADB. 2005. Guidelines for the Financial Management and Analysis of Projects. Manila. 
4 ADB. 2009. Financial Due Diligence: A Methodology Note. Manila. 
5 ADB. 2013. Piloting Results-Based Lending for Programs (approved 6 March 2013). Paragraph 102. Manila.  
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4. The financial management of SESIP will fall within the mandate of MOF and CGA 
serving as the public accounts directorate and paymaster general in charge of cash 
management, processing of payments, and accounting for their use as charged to all 
government agencies.  
 
5. MOE, including directorates  within it, in particular DSHE,6

 

 will be executing program 
components by submission of payments to be processed through CGA, monitor budget 
execution, undertake internal controls associated with their request for payments, maintain 
accounting records of actual payments, and reconcile their accounts with CGA records. An 
assessment of these functions, as well as assessment of the capacity and procedure of MOE 
internal audit departments, has also been included. 

6. This assessment has borrowed from previous assessments conducted by ADB, World 
Bank, and other international organizations, including the Public Expenditure and Financial 
Accountability Assessment (PEFA), 2011 for Bangladesh, the report on Public Sector 
Accounting and Auditing for Bangladesh by the World Bank, 2007, and the Governance Risk 
Assessment by the ADB, 2010 to support the ADB–Country Partnership Strategy for 
Bangladesh. This assessment also considers the audit observations noted in the Annual Report, 
2011 of the CAG.  

 
7. ADB is also providing support to the PEDP III7

 

 through a multi-donor joint financing 
arrangement, which also uses country PFM systems for fund management. The fiduciary 
assessments made by PEDP III have relevance to the assessment of SESIP in as much as it 
will be applying the same type of arrangement for managing total program funds including ADB 
funds. It will be the same GOB institutions in charge of budget release, cash management, 
accounting, internal controls, as well as reporting and external audit on the utilization of program 
funds. Accordingly, this assessment takes on from lessons learned from PEDP III the results of 
its quarterly financial reviews, the risk mitigating actions developed, and builds upon these for 
further improvement. 

8. The Office of Anticorruption and Integrity and South Asian Human and Social 
Development Division, ADB conducted a Special Review Mission, which included a spot review, 
also referred to as a limited project procurement-related review of Bangladesh's Second Urban 
Primary Health Care Project from 7–17 May 2012 and subsequently. This assessment has also 
considered the assessment from a financial management perspective, although the 
observations noted are more relevant to, and have been incorporated in the procurement 
assessment.  
 
9. Preparation activities included reviewing prior assessments and documents, interviewing 
counterparts, and discussing issues with stakeholders. It also included a review and testing of 
the GOB financial management system by analyzing itemized data. Risks, progress made to 
date, and further mitigating actions were identified. Detailed Financial Management Assessment 
Questionnaire is attached as Appendix 1. Procurement-related matters have been covered 
separately in the Procurement Assessment.  
 

                                                
6 Both higher and secondary education falls under the mandate of MOE. The assessment has focused on 

departments specifically in charge of the secondary education subsector in addition to the overall financial 
management of the ministry as they relate to the secondary education subsector. 

7 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
People’s Republic of Bangladesh for the Third Primary Education Development Project. Manila. 
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C. Program Description 
 
10. The government’s visions set out under the National Education Policy (NEP)8

 

 have been 
translated into the Secondary Education Sector Road Map (2013–2023) with concrete results 
areas and targets. SESIP will support secondary education in Bangladesh over ten years using 
a multitranche financing facility (2013–2023).Through periodic financing requests (PFRs), ADB 
will be providing added financial resources to the GOB budget in support of its implementation 
of the NEP with a total financing from ADB of $500 million of which tranche 1 will be $90 million 
of a total program cost for $1.8 billion during FY2014–FY2017.  

11. The overall objective of NEP is to promote high quality and equitable education to 
prepare all students for future needs of skilled labor. NEP proposes reforms focusing on (i) 
improving science, English, mathematics, and information and communication technology; (ii) 
modernizing madrasah education; (iii) provisioning of more relevant teaching and learning 
materials; (iv) conducting and improving examinations; (v) strengthening quality of teachers; and 
(vi) strengthening decentralized governance and management of schools. 
 
12. MOE, the GOB executing agency mandated to implement the policy, has developed a 
NEP implementation strategy with focus on secondary education.9

 

 The strategy specifies short-
term, medium-term, and long-term interventions for both physical and non-physical reforms to 
achieve the secondary education quality standards envisioned in the NEP and their associated 
estimated costs. 

13. The NEP strategy emphasizes improving both access to and quality of secondary 
education in responding to emerging socioeconomic development. Moreover, to deliver good 
quality education, needs for strengthened management of secondary education (all levels) is 
highlighted. The road map also includes initiatives such as establishment of centers of 
excellence of secondary schools and teacher training colleges on science, English, and 
mathematics. 
 
14. Interventions under MOE’s budget to improve secondary education are currently 
managed through several stand-alone projects. While the projects may contribute to improving 
sector outcomes within their scope, sector planning and management is fragmented and 
weakened due to reliance on external project implementation units. Moving forward, MOF 
intends to include substantial portion of secondary education-related activities under the 
umbrella of SESIP, and gradually reduce the number of discrete projects relating to secondary 
education. 
 
15. SESIP will contribute to GOB’s efforts in making programs and projects aligned with a 
common secondary education program framework. It will support MOE and DSHE institutional 
capacity internal departments, as well as other autonomous agencies, delivering sector outputs. 
 
16. The planned impact of the investment program is increased numbers of secondary 
school graduates that meet the demand for skilled labor driven by the high growth in 
manufacturing and service sectors of the economy of Bangladesh. Its outcome is a more 
efficient and equitable and higher-quality secondary education system. The planned outputs of 

                                                
8 Government of Bangladesh. 2010. National Education Policy. Dhaka. 
9 ADB. 2010. Technical Assistance to Bangladesh for Development of an Implementation Strategy of the National 

Education Policy for Secondary Education Sector Project. Manila.  
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the investment program are: (i) enhanced quality and relevance of secondary education, (ii) 
more equitable access and better retention, and (iii) strengthened secondary education 
management and governance. 
 
17. Tranche 1 of ADB’s contribution will be provided during FY2014–FY2017 contributing to 
GOB’s finance of the development and delivery of a more market-relevant and inclusive 
secondary education curriculum, in accordance with the National Curriculum Policy Framework. 
Existing stipend programs will be reviewed, and a more efficient, equitable, and harmonized 
stipend program will be developed and implemented. Moreover, selected schools will be 
upgraded and two key pilot activities will be implemented: (i) practical science teaching and 
learning and (ii) school information hubs with information and communication technology 
equipment, which students and teachers can learn and teach core subjects from on-line 
modules. 
 
18. MOE’s management capacity will be strengthened to deliver the secondary education 
program. MOE’s Education Management Information System will be strengthened for improved 
planning and monitoring and evaluation.  

 
19. A Sector Program Support Unit shall also be established and staffed with a qualified 
accountant to assist in the program implementation. Since SESIP will follow a regular 
government budget execution and accounting system through the CGA, the sector program 
support unit’s role in financial management will be limited compared to earlier projects using 
project accounting system. Nonetheless, they will still provide assistance to meet ADB annual 
financial reporting and quarterly progress reporting requirements.  
 
20. ADB will be supporting the program through disbursements contingent upon delivery of 
results as measured by disbursement-linked indicators (DLIs). Delivery of these DLIs is 
contingent on efficient and effective budget management. Thus, the achievement of the DLIs by 
themselves serves as indicators of efficient and effective public sector financial management. In 
addition, fiduciary risks identified during this assessment are proposed to be managed by (i) 
agreement of a PFM Action Plan annexed to the loan agreement, (ii) inclusions of financial 
assurances within the loan agreement, and (iii) DLIs to ensure that key institutional 
improvements in financial management and procurement are taken seriously and that 
government budget allocation targets are met. These arrangements mean that all financial 
management-related risks associated with program implementation, as identified from the 
financial management assessment of GOB’s systems and procedures in general and as they 
relate to the education sector, shall be managed based on their relative significance. Tranche 1 
of ADB’s contribution will be contingent on meeting a subset of these key targets as defined by 
DLIs, as well as ensuring that expenditure within eligible Program Budget Heads (PBHs) 
exceeds overall ADB funding.  
 
21. These PBHs include expenditure from both development and nondevelopment budget 
heads: (i) salaries of teachers and secondary education personnel, (ii) allowance, (iii) goods and 
services, (iv) grants to nongovernment schools, (v) stipends, (vi) training, (vii) school repair and 
maintenance, (viii) surveys and studies, and (ix) seminars and workshops. PBHs exclude 
expenditures related to higher education, technical education, and ongoing GOB and foreign-
aided projects. PBHs in nondevelopment expenditures exclude procurable items. A list of PBHs 
with broad financial allocation, in accordance with the government chart of account, is available 
in the Facility Administration Manual. 
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D. Country and Sector-level Issues 
 

1. Progress to Date 
 
22. Establishing good governance is identified as a priority area in the GOB Sixth Five-
Year Plan (FY2011–FY2015). This includes an effective Parliamentary process, sound law 
and order, pro-people public services, an improved legal and judicial system, strengthened 
local governance, and a corruption-free society with social justice. In recent years, the 
government implemented several key governance reforms, including establishing 
independent information and election commissions, enacting a public money and budget 
management law, setting up energy and telecommunication regulatory commissions, 
enacting uniform public procurement law and rules, and expanding e-governance in the 
public sector.  
 
23. The Open Budget Survey, 2012 of the Washington-based International Budget 
Partnership shows that Bangladesh has consistently increased in its Open Budget Index.  
Bangladesh scores 58 out of 100 against 42 in 2008 and 48 in 2010, showing a marked 
improvement. 
 
24. In addition to strengthening and revising the Anticorruption Commission law in line with 
the United Nations Convention against Corruption, the annual declaration of assets by public 
servants and lower court judges has been instituted and a mechanism for handling grievances 
has been established in line with ministries and agencies. Approval of a National Integrity 
Strategy (NIS) by the Cabinet on 18 October 2012 is a milestone in Bangladesh’s governance 
reforms and demonstrates the government’s commitment to take on all critical governance 
issues. NIS is a comprehensive set of goals, strategies, and action plans aimed at increasing 
the level of independence, accountability, efficiency, transparency, and effectiveness of the 
state and non-state institutions in a sustained manner over a short-term, medium-term, and 
long-term. ADB assisted the government to undertake preparation of an overarching NIS to 
address corruption in a holistic manner. From 2009–2011, the government enacted several 
important governance-related laws including Whistle Blower Protection Act, Anti-Terrorism 
Financing Act, and Money Laundering Prevention Act. These critical governance reforms 
implemented during the last few years have markedly strengthened the transparency and 
accountability in the public sector. 
 
25. The separation of the judiciary from the executive has promoted neutrality and 
transparency in the justice system. The Public Service Commission has been reorganized and 
civil service recruitment rules have been revised to ensure merit and transparency in public 
service selection. The Right to Information Act, 2010 is expected to contribute to a more 
transparent and accountable government. Public administration services are sometimes 
complex and causing delays in delivering the services. In April 2012, a Governance Innovation 
Unit was established in the Prime Minister’s (PM) Office to conduct studies, prepare action 
plans, and advise the PM on how to address governance constraints and improve service 
delivery at all levels of the government. Service delivery in the government offices has improved 
due to constant monitoring, reporting and increased use of e-governance in the public offices. 
Computerized Terminal Management System (CTMS) established Chittagong Sea Port has 
reduced time lag in loading and unloading of ships and handling cargos at the main sea port. A 
project was launched in 2011 to implement e-filing of tax returns by tax payers across the 
country. Business process has been simplified and improved in the government ministries, 
departments, subordinate offices, and local governments due to the reforms implemented by the 
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government in recent years. These include citizen charter, citizen report cards, and automation 
of various services in line with the government’s ‘Digital Bangladesh’ initiative.  
 
26. There is evidence that the PFM institutional framework in Bangladesh is under transition 
and a number of improvements have been implemented. GOB has made efforts to improve 
PFM within a consistent framework over several years. This has resulted in an improved PFM 
framework with among others: (i) the consolidation and amendment of the PFM regulatory 
framework; (ii) the computerization of the budget process and introduction of a new budget 
classification system; (iii) introduction of the Public Money and Budget Management Act, 2009 
to ensure the accountability of public resources to Parliament; (iv) introduction of Public 
Procurement Act ,2006 and Public Procurement Rules, 2008; (v) introduction of e-Procurement 
on a pilot basis in select agencies; and (vi) the development and piloting of a strengthened 
expenditure management through a medium-term budget framework (MTBF). MTBF, introduced 
in FY2007 with medium-term budget estimates for 10 ministries, has now been extended to all 
line ministries covering entire budgetary expenses. MTBF is serving as a link between the 
planning process and annual budget and seeking to integrate revenue and development budget 
in phases. It has established consistency and linkage between policy, planning and budgeting. 
MTBF has strengthened fiscal management by introducing six key performance indicators for 
each line ministry and extends autonomy and authority to the line ministries for more flexibly 
managing the resource envelope.  
 
27. MOF and CGA use the IBAS for budget management and accounting purposes. IBAS is 
used by CGA to record all expenditures (charges) and to ensure that bills submitted for payment 
by all government agencies at central (ministries), district, and upazila levels have been 
authorized through the budget process with total expenditure contained within budget ceilings. 
Line ministries rely on both financial reports from IBAS and accounts from the departmental field 
offices for budget management and monitoring purposes. DSHE and its field offices (cost 
centers) in the districts and upazilas, and all the attached agencies maintain and keep their own 
set of accounts for proper monitoring of budget management and expenditures. DSHE in Dhaka 
reconciles its accounts with that of the chief accounts office (IBAS accounts) and each cost 
center in the field level reconciles its monthly accounts with that of the district and upazila 
accounts offices, which prepares monthly accounts for IBAS and sends to CGA for central 
monitoring. This reconciliation of accounts between the departmental accounts and that of the 
IBAS accounts ensures checks and balances, better controls, and reduces fiduciary risks in the 
use of financial resources. However, not all have direct access to the system. MOF shall be 
requested to ensure that MOE has been granted direct access to generate reports from the 
system, which enables them to adequately monitor the execution of their budget.  
 
28. Several areas of weaknesses have, and continue to be addressed by among others the 
SPEMP. The SPEMP is a multi-year project that was initiated in 2008 as a follow-up program of 
support to all key dimensions of GOB public financial management including strengthening 
multiyear program-based budgeting, accounting, and internal controls within the MOF, as well 
as line ministries, and strengthening oversight institutions including CAG and relevant 
committees of the Parliament. SPEMP–A relating to upgrading the accounting system and chart 
of accounts, incorporating computerized budgeting, and also providing hardware at district 
levels is well underway. SPEMP–B relates to capacity building of CAG and the project 
objectives include: (i) strengthening the institutional and legal framework of the office, (ii) 
enhancing the scope of the audit functions, and (iii) supporting the Financial Management 
Academy to become a model training institute. To date, we understand that contracts have been 
awarded to consultants under SPEMP–B.  
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2. Risk Factors Identified 
 

29. Country level assessments rate Bangladesh as a high-risk environment, showing 
concerns on public financial management, among others, as presented by ADB´s own risk 
assessments as well as consecutive PEFA.10

 

 Bangladesh ranked 144 out of 176 countries as 
per Transparency International’s Corruption Perception Index in 2012, and there is a need to 
strengthen anticorruption mechanisms. Despite the progress noted, corruption is still perceived 
to be a major concern throughout the public sector. The governance risks in the PFM, 
procurement, and anticorruption at each sector level mirror national risks. Education sector-
specific risks relate to the undue political interventions and collusive practices in local level 
procurements, lack of capacity and knowledge of procurement rules, poor inventory and asset 
management, and government subventions for nonexistent teachers and students. 

30. The assessment of the PFM risks related to SESIP has taken into account general and 
sector specific risks and also included risk mitigating measures similar to those of PEDP III 
which have proved to be effective as risk mitigating actions. The change in approach from 
project funding to sector program support under PEDP III implied delivery of donor funds 
through the GOB treasury system. This changes the nature of fiduciary risk from one that 
focuses principally upon fund flows outside of government systems to one that focuses on flows 
within government systems. Fiduciary risk, therefore, depends on the strengths and 
weaknesses of government systems (MOF as well as MOE) and identification of risk depends to 
a large extent on technical PFM analysis. 

 
31. The risk assessment conducted by the ADB Country Partnership Strategy for 
Bangladesh (2011–2015) states significant risks due to corruption and general weaknesses in 
public financial management along several dimensions. Weaknesses in areas relevant for the 
SESIP are (i) weak budget preparation capacity, (ii) limited performance reporting and 
assurance provided by financial statements, (iii) weak internal auditing capacity, and (iv) 
accounting and auditing standards not according to international standards. 
 
32. Recognizing the limitations of an annual, input-oriented, and fragmented budget exercise, 
the government introduced a three-year MTBF since 2005–2006. The MTBF provides the link 
between development strategy, objectives, and resource allocation. However, the quality of the 
budgetary preparation of ministries requires improvement, same also for MOE. At present, an 
incremental approach is used to develop ministry budgetary ceilings and policy priorities remain 
entrenched at the expense of newer priorities.  
 
33. In the case of MOE, the current MTBF covering the period FY2012–2013 to FY2016–
2017 does not fully reflect the planned and required interventions in accordance with NEP. 
Instead, budget formulation and MTBF forecasts have been made as increments of last year’s 
budget allocations and only ongoing and projects already under planning have been included. 
This excludes the required future interventions and resources for achieving sector targets as 
reflected in NEP and its costed strategic plan.  

 
34. This approach to planning and budgeting results in imbalance in resource allocation for 
recurrent costs (teachers and non-salary inputs) to utilize investments (construction of new 

                                                
10  Government of Bangladesh. 2011. Governance Risk Assessment and Risk Management Plan. Dhaka.  

Government of Bangladesh, Ministry of Primary and Mass Education. 2011. Public Expenditure and Financial 
Accountability Assessment, SPEMP. Dhaka. 
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schools and classrooms) i.e., it’s a risk that insufficient resources are allocated in the budget 
each year to maintain investments. 

 
35. GOB has expressed both commitment and willingness to adopt the cash basis 
International Public Sector Accounting Standards (IPSAS) and has taken an initiative to prepare 
the financial statements in accordance with the cash basis IPSAS. The government also 
considers the adoption of the cash basis IPSAS a point of departure towards implementing the 
accrual basis of accounting in the long run. However, “The World Bank Report - Public Sector 
Accounting and Auditing – Comparison to International Standards” dated May 2007, also 
indicates that financial statements are not yet prepared in accordance with international 
accounting standards.  

 
36. Despite the operation of IBAS, there are delays in the production of the annual accounts 
by the CGA and in the subsequent audit of these accounts by CAG; the SAI of Bangladesh. 
Final consolidation and reconciliation of accounts are not done in a timely manner to be useful 
as management and accountability tools, an issue also related to MOE. Additionally, there is a 
need to adopt international best practices in public expenditure management and to adhere to 
international standards in classification and reporting, as defined in Government Finance 
Statistics, Classification of Functions of Government, and IPSAS as mentioned above. There is 
also an indication that despite the availability of data in IBAS, the CAG relies more on the 
manual records maintained by the ministries, which are then reconciled with IBAS. The 
reconciliation process also tends to delay the preparation of the financial statements.  

 
37. The external audit by CAG is being modernized in terms of adopting system-based 
approach to ministry-wide audits, which are complemented by performance/value for money 
audits. However, the coverage of the audit work remains constrained by the limited number of 
qualified audit staff available. Audit reports are not yet timely completed and published. The 
performance of the Public Accounts Committee has improved over the recent years except in 
terms of the frequency of its meetings. However, delays in examining audit reports remain 
significant. Different directorates of the CAG have different mandates to perform their audits. In 
the context of a program, which incorporates both development and nondevelopment 
expenditure, this creates a complication for the CAG. Two separate directorates historically 
perform the audit of these two components, each with varying capacities. Foreign-Aided Project 
Audit Directorate (FAPAD) is currently conducting the audits of the entire PEDP III program 
reluctantly as it has capacity constraints to conduct audits of the entire program involving both 
development and nondevelopment expenditures. Therefore, an understanding has to be 
reached with the CAG and FAPAD about how the audits of the program will be conducted by 
the CAG.  Accordingly, the CAG will need to carefully consider how they will ensure that 
consolidated program financial statements are audited in a consistent and timely basis. In 
accordance with ADB’s Public Communication Policy, revised in October 2011, the audited 
program financial statements shall be published on ADBs website. The management letter shall 
not be published. 

 
38. Despite progress made, recent reviews of the GOB PFM System11

                                                
11 Government of Bangladesh. 2010. Public Expenditure and Financial Accountability (PEFA) Assessment, SPEMP, 

Dhaka. Separate sector PEFAs including education, June 2011. Bangladesh; Public Expenditure and Institutional 
Review. Vol. II, World Bank. June 2010. Country Level Fiduciary Risk Assessment for Bangladesh. DFID. 
December 2008. 

 have identified the 
following risk areas associated with the sector program support using GOB’s system: (i) 
accumulation of uncleared advances, (ii) payment processing i.e., delays in payments for bills 
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presented by GOB agencies to accounting officers of CGA as means of rent seeking, (iii) non-
compliance with financial regulations requiring reconciliation of IBAS accounting records, (iv) 
inability to submit timely-audited financial statements in accordance with international best 
practice, (v) weak budget preparation capacity and the separation of the capital and 
nondevelopment budget, and (vi) inadequate capacity of internal audit staff. 

 
39. The risks associated with the above-mentioned “rent-seeking” behavior have been 
documented through several studies and reviews. Several studies have uncovered that delay in 
payments are deliberately made until the beneficiary of the payment is willing to surrender part 
of the payment to the CGA office processing the payment, hence the term “speed money”.12

 
 

40. The risk associated with lack of compliance in reconciling CGA statements of accounts 
(payments made from the budget of a ministry/agency) and the accounts and cashbook (registry 
of payments) maintained by the ministry/agency that submitted the bills have been frequently 
documented in CAG reports. The regulation requires that this be done monthly and within 15 
days of the next month. Low level of compliance has impact on the level of assurance provided 
by the financial statements generated by IBAS. Non-compliance creates risks for leakage and 
misappropriation of funds.  

 
41. The accumulation of advances not cleared by evidence of actual expenses is also a 
challenge. If an advance is not cleared, it may represent a cash “leakage” e.g., travel advance 
was paid but no travel claim submitted as evidence to show actual travel expenses, advances 
made to contractors but no bills presented as evidence of work done, etc. 
 

3. Mitigating Measures 
 
42. In PEDP III, the above were addressed through specific procedures for monitoring, 
reporting, and reviews serving as incentives and capacity building inputs for improvement of the 
system. Firstly, GOB has established a specific tracking module in the IBAS for monitoring of 
advances. This enables monitoring of advances and the extent to which they are cleared within 
the required timeframe. Furthermore, the IBAS generates reports on bill processing time to 
monitor compliance with service targets. Finally, a new reporting module has been introduced to 
monitor the extent to which accounts are reconciled on a monthly basis. All these monitoring 
instruments are “global” (not sector specific) and have been included among risk mitigating 
measures for SESIP.  
 
43. The Annual Fiduciary Review (AFR) will use findings of CAG as a point of departure and 
include an assessment of PFM performance, as among others, reflected by the reports on 
payment processing, reconciliation, and advances. This is in addition to focus on specific risk 
areas such as payroll, grants to nongovernment organizations managing secondary schools,13

 

 
procurement of text books, stipend programs that constitute a substantial amount of the budget, 
and civil works for construction of new schools and classrooms. The AFR will identify areas and 
units within the system with a low level of compliance and subsequent actions to address the 
problem. 

                                                
12 World Bank. June 2010. Public Expenditure and Institutional Review. Vol. II. and “Social Sector Performance 

Survey (SSPS)”. Two separate surveys for health and education undertaken by Oxford Policy Management (OPM). 
13 NGOs, communities, etc. manage approximately 98% of the schools.  
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44. Technical assistance (TA) shall be provided to improve capacity in sector planning, 
financial management, and for the internal audit department in MOE. 

 
45. As an additional risk-mitigating element, a DLI for tranche 1 has been included to 
enforce efforts in minimizing the above risks by suggesting compliance with agreed 
recommendations from AFRs, as well as to ensure the approval of adequate budget for SESIP. 

 
46. A detailed Procurement and Financial Management Action Plan has been developed 
and is attached as Appendix 2 of this report.  

 
47. The above risk mitigation measures will serve to uncover weaknesses and suggest 
remedial actions. They will also serve as an incentive to improve fiscal and financial discipline in 
the system at large, within the executing agency, MOE, and at the level of beneficiary 
institutions like the secondary schools.  
 
E. Risk Analysis 
 
48. A Financial Management Internal Control and Risk Management Assessment were 
conducted. The following risk assessments are based on existing circumstances, progress to 
date, and include recommendations for risk mitigation measures. Details of the basis for our 
conclusions are given in Table 1 below. 
 

Table 1: Financial Management Internal Control and Risk Management Assessment 
Risk type Assessment  

Without 
Mitigation 

Risk Description Management Plan or Measures 

Inherent Risk 
(Country Specific 
Risks) 

Substantial Budget formulation and MTBF 
forecasts are made as 
increments of last year’s budget 
allocation rather than on the 
basis of required resources for 
achieving sector targets. 

MTBF will be updated to reflect SESIP 
targets and required financial resources.  
 
Budget allocation and releases in 
compliance with program targets are 
included as DLIs. 

Control Risks – SESIP 
Internal Controls High Compliance with CGA payment 

processing service targets, as 
well as clearing of advances, are 
challenges and potential risk 
areas that cause sustained 
delays in execution and leakages 
due to “rent- seeking behavior” 
and unsettlement of advances. 

Assessment of compliance with service 
targets for payment processing will be 
included as quarterly financial monitoring 
reports and a task for AFRs with remedial 
actions proposed including improved 
monitoring of compliance with service 
targets by CGA. 
 
Furthermore, account reconciliation and 
accumulation of advances will be 
monitored through reporting from IBAS and 
reviewed annually by the AFR to track 
developments within and between fiscal 
years. 

Fund Flows High Imbalances in resource 
allocations for recurrent costs 
(teachers and non-salary inputs) 
to utilize investments 
(construction of new schools and 
classrooms). 

As per the SESIP PFM action plan, TA 
requirements will be identified and 
provided for improvement in sector 
planning and financial management. 
 
In addition, revenue and development 
expenditure targets have been given 
separately as a DLI. 



11 

 

Risk type Assessment  
Without 

Mitigation 

Risk Description Management Plan or Measures 

Accounting Substantial There are challenges related to 
payroll (teachers) and the 
utilization of non-salary inputs at 
beneficiary levels (schools). 
 
Furthermore, there are 
challenges with accumulation of 
advances that are not cleared 
which add to the risk of leakages. 
 
Manual fixed assets register is 
maintained but not updated 
regularly nor reconciled with 
physical inventory. 

Will be addressed as a result of SESIP 
with improved school as well as teacher 
certification and registration systems, and 
partly by AFRs that will focus on specific 
risk areas with risk mitigating actions. 
 
IBAS-generated quarterly financial reports 
will include a specific schedule to monitor 
advances; this will also be included among 
risk areas for assessment in AFRs with 
remedial actions proposed for 
improvements. 
 
 

Financial 
Reporting 

Moderate CGA will be using IBAS for all 
accounting and financial 
reporting purposes. 
 
The system gives reasonable 
assurance as concerns reporting 
on expenditures by MOE and 
subordinated levels provided that 
service targets for payment 
processing times are complied 
with, advances are cleared 
monthly, and with more timely 
reconciliation of MOE and IBAS 
records. 

The quarterly financial reports will be 
presented with a schedule of advances, 
information on compliance with service 
targets for payment processing, as well as 
reconciliation of MOE records with IBAS 
annexed to the reports enabling monitoring 
of compliance with financial regulations. 
Sector Program Support Unit (SPSU) will 
assist to ensure reporting requirements are 
met. 
 
The issues will also be included as specific 
risk areas for review by AFRs. 

Reconciliation of MOE accounts 
with CGA IBAS records not done 
on a regular basis (monthly by 
MOE with support from SSPU). 

Quarterly financial reports will include 
information on account reconciliations 
between MOE, DDOs, CGA, IBAS records 
and   will also be included as a specific 
task for AFRs to suggest actions for 
improved compliance with financial 
regulations.  

Internal Audit High CGA has adequate trained 
staffing for pre-audit of 
payments, accounting. However, 
MOE has limited staffing for 
internal audit and control of its 
departmental execution of 
budget allocations under 
respective mandate of each 
department. 
 
The DIA overseeing school level 
financial management has 
limited capacity to conduct 
inspections for more than 26,000 
secondary schools supported by 
the MOE budget in the form of 
teacher salaries, operational 
grants, and stipends.  

As per the SESIP PFM Action Plan, a TA 
requirement will be identified and provided 
for improvement in internal audit function of 
MOE and DIA. 
 
Will also be addressed as a result of 
SESIP with improved school as well as 
teacher certification and registration 
systems. 
 
The capacity of MOE Internal Audit 
function, as well as DIA, will also be 
subject to AFRs with remedial actions 
proposed for improved capacity. 
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Risk type Assessment  
Without 

Mitigation 

Risk Description Management Plan or Measures 

External Audit High All resources for SESIP will be 
released through GOB regular 
budget process and thus 
included in CAG regular 
institution-wide audit rather than 
special purpose audits of project 
accounts that would reduce level 
of assurance. 
 
There is however significant 
capacity constrains that impact 
on timeliness of audits; although 
an accumulated backlog of 
audits has been cleared, agency 
wide audits still take up to a year 
to be completed. 

CAG will conduct the audit on the basis of 
a Statement of Audit Needs and will 
engage private audit firms to supplement 
internal capacity, if required, to present an 
audit report within 9 months of the close of 
the fiscal year. 
 
Improved financial reporting practices, 
aligning with Cash-Basis IPSAS shall be 
incorporated within the Statement of Audit 
Needs. 
 
AFRs will be conducted to assess follow up 
of audit qualifications and additional 
assessments of key risk areas. 
 
To further assess risks and inform MOF 
and MOE management on improvements 
of payroll, school transfer systems and 
stipend programs, expenditure tracking 
studies will be implemented. 

OVERALL Substantial   
AFR = Annual Fiduciary Review, CAG = Office of the Comptroller and Auditor General, CGA = Office of the Controller General of 
Accounts, DDO = Drawing and Disbursement Officer, DIA = Directorate of Inspection and Audit, DLI = disbursement-linked 
indicator, GOB = Government of Bangladesh, IBAS = Integrated Budgeting and Accounting System, IPSAS = International Public 
Sector Accounting Standards, MOE = Ministry of Education, MOF = Ministry of Finance, MTBF = medium-term budget framework, 
PFM = procurement and financial management, SESIP = Secondary Education Sector Investment Program, TA = technical 
assistance.  
Source: Asian Development Bank.  

 
F. Program Financial Management System 
 

1. Implementing Entities 
 
49. The program will be implemented by MOE with the overall responsibility for program 
management, and with different components executed by several departments within MOE of 
which DSHE will have the overall responsibility for coordination and supervision. The program 
will be financed from regular budget allocations of GOB to MOE. 
 
50. MOE has the overall responsibility for the planning and implementation of SESIP. It is 
responsible for establishing national policies, norms and standards, for development of the 
education system which includes curriculum development, establishing service conditions, 
human resource management of education administrators, school principals and school 
teachers at the national level, and in publishing and distributing textbooks, including 
accreditation of textbooks produced by the private sector. National level incentives, such as 
school uniforms and transport subsidies to increase school attendance, are financed from 
MOE’s budget.  
 
51. The main financial management challenges observed within sector institutions concern 
capacity constraints in financial management, particularly concerns in internal audit within MOE 
and monitoring of schools receiving grants from MOE’s budget. Accordingly, SESIP includes 
components with special focus on strengthening the capacity of these functions.  
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2. Personnel 
 
52. CGA is the GOB paymaster that will be in charge of managing cash, processing all bills 
for payment under the program and accounting for all these payments in IBAS.CGA consists of 
7,300 staff distributed through ministry, district, and upazila accounting offices. The regular 
service charters of GOB, as well as a separate service charter, guide the services for CGA 
(Charter of Duties). Not all positions in CGA are filled. The main challenge for CGA is related to 
retaining staff with adequate qualifications at CGA offices in some rural upazilas (upazila 
accounting offices).  
 
53. Each department in MOE has a Drawing and Disbursement Officer (DDO) that approves 
bills for processing through CGA for payments. Accounts are maintained by MOE’s respective 
DDO and consolidated by the “Internal Audit Wing” of MOE on a monthly basis. All DDOs are to 
reconcile their accounts with CGA accounting offices. However, this is currently not done on a 
regular basis.  

 
54. More than 98% of secondary schools are nongovernment organizations/community-
owned and managed institutions. MOE licenses schools and certifies among them schools to be 
granted payment of teachers form the GOB payroll through their monthly payment order system. 
Grants and transfers to these schools are paid by CGA who serve as the GOB paymaster 
general and internal controller. 

 
55. The Directorate of Inspection and Audit (DIA) is mandated to monitor school level 
management of transfers and grants in accordance with regulations. There is also a separate 
Internal Audit Department set up within MOE. While the organizational setup is adequate, there 
are several challenges related to capacity of these departments in fully undertaking their 
mandate. Accordingly, as an integrated component of the SESIP, a capacity building plan will 
be developed and implemented. 
 
56. Key personnel in key financial management positions of MOE and CGA have been in 
their positions for several years, although personnel at senior and middle management levels 
are frequently changed. This potentially creates a challenge as concerns sustained focus on 
required improvements in financial management and compliance with program requirements in 
addition to the general program management capacity. 
 

3. Budgeting 
 
57. The GOB agencies in charge of GOB budget management are MOF and the Planning 
Commission. They are the main authorities concerning budget formulation and release 
(authority to spend). CGA, and entity subordinated MOF, are the key institutions for processing 
of payments, internal control, and accounting. In addition, Bangladesh Bank and Sonali Bank 
manage the GOB bank accounts from which revenue is deposited and expenditures are funded. 
These bank accounts, in total, constitute the Treasury system and the net of all balances are 
accounted for against one single account with Bangladesh Bank for cash management 
purposes. 
 
58. SESIP will be fully funded from the GOB budget allocated to MOE and all activities 
financed under the regular GOB budget execution procedures. MOF and Planning Commission 
are the main authorities concerning budget formulation and release (authority to spend). The 
GOB budget is divided into a nondevelopment and development budget, the former approved 
by MOF and the latter by the MOF and then ratified further by the Planning Commission. The 
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annual development budget is presented in the form of a consolidated Annual Development 
Plan following the submission of an Annual Operational Plans (AOPs) of each ministry for each 
project.  
 
59. For SESIP to be included in the Annual Development Plan, it requires the prior approval 
of a Development Project Proforma (DPP) by the Planning Commission. The DPP is basically a 
project document format with a detailed expenditure plan following GOB with segregation of 
expenditures according to GOB chart of accounts. The DPP is under development. 

 
60. The above two budgets are integrated into the MTBF of which the first year includes the 
approved allocations by Parliament with projected resource requirements for subsequent years. 
For non-approved projects, an allocation can be made, provided it is compliant with the 
projected resource allocation presented in MTBF. It means that an allocation can be made 
before a DPP is to be submitted with an AOP for approval. Following the approval of the DPP 
and AOP, the budget for the project can be released i.e. the respective ministry/unit may start 
execution of expenditure by submitting bills for payment to the respective CGA office.  

 
61. In the case of MOE, the current MTBF covering the period FY2013–FY2017 do not fully 
reflect the planned and required interventions in accordance with the NEP and SESIP. Instead, 
budget formulation and MTBF forecasts have been made as increments of last year’s budget 
allocation and only ongoing projects already under planning has been included.  

 
62. To improve consistency in planning and budgeting, including allocation of sufficient 
resources for SESIP operation and investments, the MTBF for FY2013–FY2017 will be updated 
to reflect SESIP resource requirements.   

 
63. The TA will be provided to support MOE in their planning and budgeting for future years. 
This is to ensure that resources are allocated in consistency with stated program targets also for 
consecutive years. The expected outcome of this support will among others be an MTBF that 
reflects allocations to MOE consistent with NEP sector targets. 
 

4. Information Systems 
 
64. MOF and CGA use IBAS for budget management and accounting purposes. IBAS is 
used by CGA to record all expenditures (charges made against GOB bank accounts under the 
Consolidated Fund) and to ensure that bills submitted for payment by all government agencies 
at central (ministries), district, and upazila levels have been authorized through the budget 
process with total expenditure contained within budget ceilings.  
 
65. All ministries rely on reports from IBAS for budget management and monitoring 
purposes, however, not all have direct access to the system. MOE has been granted direct 
access to generate reports from the system, which enables them to adequately monitor the 
execution of their budget.  
 
66. Key reforms in the government budgeting and accounting system have helped improve 
financial management through extensive support of SPEMP. IBAS is gradually gaining trust of 
foreign-aided programs and projects that are willing to channel funds through its system. 
SPEMP plans to upgrade to IBAS Plus from FY2015, which will allow for an enhanced chart of 
accounts and automated budgeting. Hardware will also be provided at the district levels to 
support the use of IBAS Plus. The SPEMP team assisted the MOE in incorporating into IBAS a 
number of the mitigating responses to the risks identified in PEDP III, such as the advance 
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tracking module, report monitoring, delays in payment processing, and the report-monitoring 
advances and reconciling payments recorded by Account Officer/DDOs. In addition, SPEMP 
team was also able to aggregate the costs relating to particular program output components, 
which assisted in providing more useful information in the PEDP III progress reports. SESIP 
intends to carry forward all these positive developments from PEDP III. 
 

5. Internal Controls 
 
67. The CGA and subordinated offices serve as the treasurer (pay station), accountant, and 
internal auditor (pre-audit) of GOB funds, all functions vested in one and the same institution. 
The CGA is responsible for the accounts of the GOB Civil Departments. CGA has accounting 
offices for all ministries, districts, and upazilas. CGA is responsible for compilation of the 
monthly and annual Accounts (finance accounts) of the government as a whole.  
 
68. Other than the issues noted in this report, due to the centralized control of the CGA, 
duties are fairly segregated and there is a strong control framework over accounting and 
payments. 

 
69. As a mitigating action, targeted expenditure tracking studies, in particular, concerns 
major expenditure items like payroll, school construction, school grants, and stipends will be 
conducted periodically. These expenditures constitute the major share of secondary education 
expenditures, the previously mentioned service delivery surveys, as well as reports from the 
CAG, reflect as the highest risk areas.  

 
6. Internal Audit 

 
70. In addition to checking vouchers at the time of processing, CGA monitors entries into 
IBAS by different Account Officers (pre-audit). At the level of ministries and other central 
government agencies, there are in addition internal auditors appointed who are to assess 
compliance with financial regulations. In 2005, an internal audit manual was issued to guide the 
work of the internal auditors. 
 
71. MOE has an internal audit unit at the level of the MOE secretariat and DIA in charge with 
audit of school level financial performance. In terms of the former, there are challenges related 
to management and capacities in conducting internal risk-based audits. This is among other 
evident in the observed weaknesses in timely account reconciliations and accumulation of 
advances. The DIA undertakes school level inspections but with limited coverage and outreach. 
This affects, in particular, management of grants, payroll, and non-salary inputs, among others, 
for secondary schools. Interviews with DIA staff indicated that due to the number of field staff, 
each of the 26,000 schools is likely to be inspected only once in 10–20 years.  
 
72. As a risk mitigating effort as part of the SESIP PFM action plan, a TA will be provided to 
strengthen the internal audit and control functions at different levels of the MOE that delivers on 
secondary education, among others to strengthen the Internal Audit Unit of MOE and DIA. 
Among others, it will serve to improve the systems for payroll, stipends, and school level grants, 
which in total constitute the major share of MOE expenditures (77% of the 2012–2013 budget).  
 

7. External Audit 
 
73. According to Article 129 of the Constitution, CAG is constitutionally appointed by the 
President. CAG cannot be dismissed without the same procedure and reasons adopted in 
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dismissing a Justice of Supreme Court. The PEFA, 2010 report presented a low rating for the 
CAG, in particular, its independence as a department under MOF and submission of audit 
reports to Parliament more than 12 months after the close of the fiscal years.  
 
74. Since then, CAG has been separated into an independent entity with a mandate directed 
by the Parliament although appointment of the Auditor General is still made by the President, a 
provision that does not fully meet with the requirements of an SAI as prescribed by the 
International Organization of Supreme Audit Institutions (INTOSAI). Section 131 of the 
Constitution states that the public accounts of the republic shall be kept in such form and in 
such manner as the Auditor General may, with the approval of the President, prescribe, 
although this has been delegated to the CGA.  

 
75. CAG conducts the audit through ten separate audit directorates. Each of the audit 
directorates is headed by a Director General who is responsible for conducting external audits in 
a specific functional area of the public sector. A Director, several Deputy Directors, and a 
number of auditing staff grouped into teams, assist the Director General.  

 
76. The draft audit reports of the Directorates are sent to the CAG office for quality 
assurance and approval of the CAG. With the approval of the CAG, the reports are sent to the 
President, who subsequently submits them to the Parliament.  

 
77. Audit reports are still facing delays due to problems by CGA in preparing final 
consolidated accounts. The FAPAD has a better track record than other directorates, since its 
mandate is smaller, and they have a lot of experience working with development partners.  

 
78. Audit standards are set out in an Audit Manual based on INTOSAI and Asian 
Organization of SAI standards. Regularity audits do not focus on systems and 
recommendations are made on individual transactions rather than on the strengthening of 
systems. Issue-based and performance audits include appraisal of controls. 

 
79. The Auditor General conducts the audit as and when the Final Accounts have been 
submitted by the CGA (ex-post financial and compliance audit). Due to political developments in 
Bangladesh with several years without a Parliament, a new Public Accounts Committee has 
recently been formed which prioritize clearing the backlog of past audit observations yet to be 
reviewed. Four sub-committees have been formed to review and prepare a summary report to 
the full committee with recommendations as to all these observations that go back several years.  

 
80. The disbursement and fund flow arrangement implies that all funds for the program will 
be managed and executed through the regular budget management procedure of the GOB with 
no specific audit trail to ADB funds. Historically, development expenditure incurred with donor 
assistance has been audited by the FAPAD, whereas the audit of nondevelopment expenditure 
is performed by the Local and Revenue Audit Directorate. Prior to PEDP III, donors did not fund 
nondevelopment expenditure. Similar to PEDP III, SESIP includes all expenditures relating to 
the program, both within development and nondevelopment budget, and will require 
consolidated financial statements along with the audit reports submitted within nine months after 
the close of the fiscal year. This will require two directorates to coordinate more closely to 
ensure timely and consistent submission of the financial statements. 
 

8. Financial Reporting and Monitoring 
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81. Accounts are maintained by GOB using its regular IBAS to monitor budget execution 
and recording transactions. The budget and accounting procedures will follow the GOB financial 
regulations as it applies to all transactions funded from the GOB budget. 
 
82. The GOB budget classification system is comprehensive and allows analysis of budget 
and expenditures along several dimensions. The classification system enables segregation of 
allocations and expenditures by legal provisions (nondevelopment and development), 
administrative units in the form of functional codes (ministries, departments, and agencies), 
operational unit codes (sub-units for nondevelopment expenditures and projects for 
development expenditure), and government finance statistic codes (recurrent and capital 
expenditures by detailed economic classification codes14

 
). 

83. MOF and budget executing agencies rely on CGA monthly operational reports for 
monitoring of budget execution generated from the IBAS. The reports show expenditure 
charged to the nondevelopment and development budget for each functional unit distributed by 
operational and economic classification codes. They serve to inform on the level of budget 
execution and as basis for reconciliation of charged expenditures with bills recorded by the 
respective DDO for payment.  

 
84. Government’s accounts are kept on a modified cash basis and presented in the same 
format each year. They do not comply with the international standard (IPSAS cash-basis, 
mandatory disclosures) due to the omission of a summary statement of receipts and payments, 
recognition of cash balances controlled by the government, disclosure of accounting policies, 
and explanatory notes on loans, advances, national savings, and the General Provident Fund. 
 
G. Program Arrangements 
 

1. Program Financial Reporting and Auditing 
 
85. Accounts will be maintained by GOB using IBAS to monitor budget execution and 
recording transactions. The budget and accounting procedures will follow the GOB financial 
regulations as it applies to all transactions funded from the GOB budget. Financial statements 
shall be extracted from the IBAS, with minimal rearrangement to allow for presentation in 
accordance with international accounting standards without compromising integrity of the 
information. The MOE also maintains its own set of accounts, which are reconciled with IBAS 
regularly.  
 
86. GOB will present its annual budget and subsequent quarterly financial progress reports 
(accounts) for financial monitoring purposes. These are the regular IBAS-generated budget 
management and monitoring reports used by GOB. They show spending segregated by legal, 
functional, operational, and unit codes. These reports will serve as SESIP expenditure reports 
for financial monitoring purposes. The reports will be presented with a separate schedule 
showing amount of advances included under respective budget heads. 
 
87. The IBAS expenditure reports will enable an assessment of the budget allocation 
required for funding to deliver SESIP results and level of compliance with the MTBF forecast for 
resource requirements.  

 

                                                
14 These are broadly in compliance with GFS, 2001 classifications as issued by IMF.  
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88. In addition, GOB will be presenting a report on payment processing by CGA accounting 
offices (in total with a summary by each district and MOE). They will also present a report on 
reconciliation of accounts between CGA accounting offices and DDOs (MOE and subordinated 
levels). These reports will have the same format and content as for PEDP III.  

 
89. DSHE, in close consultation with MOF and CGA, will prepare a SESIP consolidated 
financial statements, in accordance with the data generated by the IBAS, and reconciled with 
the records of DSHE. The program financial statements will be prepared in accordance with 
international accounting best principles and practices as well as government's accounting laws 
and regulations. The SESIP financial statements shall include a Statement of Sources and Uses 
of Funds, Statement of Budget Vs. Actual, and related explanatory notes and details of 
accounting policies. The Sources and Uses of Funds shall comprise all sources of funds, 
including from ADB, other donors and the government, consolidated expenditure comprising 
both development and nondevelopment expenditures incurred on the governments secondary 
education sector, including (but not limited to)  PBHs which shall be funded by ADB. 
Nondevelopment and development expenditure on higher education and technical education, as 
well as all expenditure incurred through discrete stand-alone projects, shall be excluded from 
the SESIP financial statements. MOE will ensure that the audited accounts are submitted in 
English language to ADB within 9 months at the end of each fiscal year. They must ensure 
close coordination with the CAG in this regard. These financial statements shall be audited 
annually, in accordance with Bangladesh Auditing Standards, consistently applied by CAG, 
unless the CAG is unable or unwilling to perform the audit within the required timeframe. The 
mission discussed details of SESIP audit requirements with MOF and CAG. Although the 
development expenditure is not a concern, CAG expressed a concern on being able to meet the 
requirement with respect to nondevelopment expenditure. Historically, the Directorate of Local 
and Revenue Audit performs the audit of the appropriation accounts for nondevelopment 
expenditure which takes one to two years to finalize. In addition, appropriation accounts do not 
show separately sources and uses of funds relating to SESIP, rather show the overall 
expenditure of MOE. MOF has agreed to further consult with CAG on the most suitable options 
to meet SESIP audit requirements and will inform ADB in due time, prior to loan negotiations. 
ADB reserves the right to commission a supplementary audit to confirm that the share of ADB’s 
financing is used in accordance with ADB’s policies and procedures. A draft 'Statement of Audit 
Needs' indicating ADB’s requirements with respect to form, content, and timing of the audited 
financial statements has been developed and is attached as an annexure to the Facility 
Administration Manual. The Statement of Audit Needs incorporates the requirement for (i) timely 
submission, (ii) inclusion of sources of funds, (iii) consolidation of development and 
nondevelopment expenditure, (iv) additional audit assurance required by ADB relating to 
compliance with loan covenants, and (v) incorporation of presentational improvements in the 
financial statements to align further with international best practice. In addition, a management 
letter shall also be required to be submitted.  
 
90. All spending agencies making charges to MOE budget will provide the auditors with full 
access to the related documents and records.  
 
91. The GOB system for resolution and settlement of audit observations will be applicable to 
SESIP. GOB will provide evidence to ADB of the course of action to resolve financial 
irregularities within six months after the date of the audit report. ADB will closely monitor the 
timely resolution of any irregularities identified in financial audit reports and follow up on GOB’s 
compliance on audit observations.  
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92. Requirements for quarterly progress reporting and monitoring and annual financial 
statements have also been agreed with MOE and are summarized in Appendix 4.  

 
93. ADB will reserve the right to commission financial and compliance audits, as well as 
supplementary audits, if required. Any irregular expenditure will be followed up through GOB’s 
own accountability procedures, which will be further strengthened over time.  
 

2. Disbursement Arrangements 
 
94. SESIP will be entirely funded by MOE budget as allocated through the regular GOB 
budget allocation and approval process. ADB will finance SESIP by disbursements to the 
Consolidated Fund i.e., ADB funds are merged with other resources of GOB (domestic revenue 
and other sources of finance). It means one overall allocation and release for MOE for the 
implementation of SESIP (using the country system) rather than a special account holding ADB 
funds for financing of individual transactions separate from those charged to the regular GOB 
budget.  
 
95. ADB support for SESIP will be disbursed to an account with the Bangladesh Bank within 
the Consolidated Fund i.e. increasing the funding available for GOB to execute its budget. This 
is the same arrangement as for PEDP III. The arrangement has been labeled “Treasury Model” 
by GOB since the funds are merged into the “Treasury Single Account”. Disbursement by ADB 
will be contingent on GOB allocating, releasing, and executing amounts in compliance with 
resource requirements for delivering SESIP results.  

 
96. While SESIP will not be paying for any specific expenditure, it adds finance to 
Consolidated Fund from which expenditure under MOE budget heads are funded i.e., ADB 
funding is contributing to financing of the sector rather than specific transactions. A condition for 
disbursement will be that expenditures on selected MOE PBHs from which SESIP-related 
expenditures will be charged are exceeding the amount disbursed by ADB.   
 
97. The amount to be disbursed by ADB will be contingent on achieving a set of DLIs. The 
amounts associated with the DLIs are determined by a pricing formula.15 Some of these DLIs 
are related to the level of budget execution and in maintaining an acceptable level of risk 
associated with the fiduciary environment (as evidenced by quarterly financial monitoring 
reports 16

 

 and outcomes from AFRs and annual procurement reviews). The finance DLIs 
represent minimum requirements associated by evidence of expenditure and information on 
improvements by GOB in PFM (reducing the above risks).  

98. Disbursement will be made annually on a reimbursement basis with amounts contingent 
upon: (i) achieving DLIs and (ii) submission of Interim unaudited Financial Reports (IFR) for the 
corresponding period which will evidence that government spending on the SESIP PBHs 
exceeds ADB’s contribution for the corresponding period. The IFRs will be prepared by DSHE 
based on the IBAS-generated budget management reports in accordance with the IFR format 
(as given in the Statement of Audit Needs) and submitted by MOE to ADB. Disbursement 
arrangements are in accordance with ADB’s Loan Disbursement Handbook (2007, as amended 
from time to time) and detailed arrangements agreed upon between the government and ADB. 

                                                
15 E.g., the total amount divided by number of DLIs which means each DLI is given the same value in financial terms.  
16 The financial reports are the regular GOB Budget Management Reports generated by their IBAS showing evidence 

of expenditure by Program Budget Heads i.e. relevant budget heads of MOE showing expenditure linked to 
delivery of SESIP results.  
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The IFR will serve as the simplified statement of expenditure in terms of the Loan Disbursement 
Handbook, and supporting invoices shall not be required to be submitted. 
 

3. Fund-Flow Mechanisms 
 
99. The MOE budget consists of nondevelopment and development expenditures. The 
former are basic operational costs like salaries and other charges needed to maintain service 
delivery and are generally recurrent and non-discretionary in nature. The latter are expenditures 
relating to specific interventions to increase capacity and improve on quality of service delivery. 
 
100. The funds from the Consolidated Fund will be released entirely in accordance with GOB 
procedures. For MOE, funds will appear as if they are released from only one source.  

 
Figure 1 – Fund flow arrangement 

 
ADB = Asian Development Bank, CGA = Office of the Controller General of Accounts, DLI = disbursement-linked 
indicator, IBAS = Integrated Budgeting and Accounting System, MOE = Ministry of Education, MOF = Ministry of 
Finance, MTBF = medium-term budget framework, NEP = National Education Policy, PBH = Program Budget Head, 
PFR = Periodic Financing Request, SESIP = Secondary Education Sector Investment Program 
Source: Asian Development Bank.  
 
101. The figure illustrates the fund flow arrangement. 
 

(i) The SESIP result framework is derived from the NEP strategic plan to support its 
implementation.  

(ii) A prioritized subset of the SESIP result framework has been selected as DLIs.  
(iii) Disbursement by ADB is contingent on achieving these DLIs (Results-Based 

Financing). Verification of the achievement of these DLIs is specified by a 
verification protocol for each of them.  

(iv) The number of DLIs achieved will determine the amount to be disbursed to the 
Consolidated Fund. 
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(v) GOB will be submitting financial monitoring reports generated by IBAS as 
evidence of expenditure charged to MOE for delivering the SESIP result 
framework.  

(vi) ADB disbursement will be contingent expenditures on PBHs exceeding the 
amount to be disbursed.  
 

102. The MOE budget also includes allocations directly in support of higher education. These 
are excluded from the definition of PBHs.17

 
 

103. The expenditure statements will also include a separate schedule showing advances 
that are excluded from PBHs.  
 

4. Financial Covenants 
 
104. ADB will be contributing to the total GOB fiscal framework allocated for SESIP. For the 
SESIP to deliver results, it requires among others that sufficient budgetary resource will be 
allocated for MOE through the MTBF process. As an assurance that the ADB funds are 
supporting SESIP budgetary allocations, a proposed covenant in the loan agreement will 
address the requirement for sufficient budgetary resources.  
 
105. The current year budget (MTBF 2013) with projected allocations for FY2014–FY201718

 

 
is not fully consistent with the required funding for SESIP. To ensure that ADB’s contributions 
serve to leverage required additional resources for financing of SESIP rather than substituting 
GOB allocations financed from the Consolidated Fund, a DLI on sector finance has been 
defined with a minimum threshold of budget allocations broadly consistent with the resource 
requirements of SESIP.  

5. Supervision and Monitoring 
 
106. As added assurance and in guiding supervision, an AFR process will be conducted to 
assess key risk areas identified through annual audits by CAG and other sources of information. 
The AFR will be focusing on sector specific risk areas such as salaries, school-based grants 
and scholarship, as well as procurement of school level inputs and civil works. Terms of 
reference for an annual review process have been provided in Appendix 2.

                                                
17 As per GOB chart of accounts, PBHs are defined as all Development Expenditure (legal code 5) excluding 

expenditure under functional code 2531 (University Grants Commission), pensions/gratuities (Economic Code 
6300) and advances under remaining budget heads (which will be presented in a separate schedule). 

18 GOSL Medium-Term Budget Framework 2013–2017. 
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6. Financial Management Action Plan 
 
107. An overview of main risks and proposed mitigating action are provided in the SESIP PFM action plan presented in the table 
below. 
 

Secondary Education Sector Investment Program 
Procurement and Financial Management Action Plan 

Issue to Address Action to be Implemented Planned Date of Completion Responsible 
Planning and Budgeting 
MTBF serves as the fiscal framework for 
current and future budget allocations 
required to deliver NEP outputs and 
outcomes. However, current year MTBF has 
not incorporated required resources and 
needs to be updated to reflect future 
resource allocation requirements to meet 
stated targets. Among others, the current 
MTBF do not include ADB-planned finance 
through SESIP. 

Update MTBF for  
FY2013–2014 to FY2016–2017 to 
reflect future resource 
requirements for delivery of SESIP 
program targets 

31 May 2013 MOE 

To deliver results, as per result framework, 
existing as well as new budget heads 
(operational unit codes) for new 
intervention(s) need to be identified with 
budget allocated. 

Identify relevant budget heads – 
PBHs – for program-related 
expenditures in both development 
and nondevelopment 

31 March 2013 MOE/ADB 

Budget Execution 
Ready-cash is needed for smooth conduct of 
certain critical activities of the program. 

Agree on advance ceilings for 
selected cost centers/DDOs for 
meeting the cash requirements for 
activities such as training, 
monitoring, and emergent needs 
of program management 

30 June 2013 MOF/MOE 

Delay in payments by CGA accounting 
offices is a major risk as concerns rent-
seeking activity and for efficiency in 
implementing program activities. 

Agree on templates and 
monitoring framework for reporting 
on payment processing time in 
compliance with GOB service 
targets for payment processing 

31 March 2013 MOE/CGA 

Accounting and Financial Reporting 
The IBAS used by MOF and CGA for budget 
monitoring and accounting purposes can 

Agree on which IBAS-generated 
reports will be used for program 

31 March 2013 MOE/CGA 
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generate budget management reports by 
legal, functional, operational, and economic 
classifications of expenditures. These reports 
should be used for financial monitoring 
purposes to maximize level of assurance 
rather than manually-generated reports by 
executing agencies as the case is for many 
other externally-funded programs. 

financial monitoring purposes as 
well as the form and content of the 
financial statements for annual 
reporting purposes.  (maximum 
alignment with Cash Basis IPSAS) 

DDO/accounts office reconciliation has been 
frequently addressed as a major default in 
complying with GOB financial regulations 
and monthly reconciliation which ensure 
accuracy of expenditure numbers as well as 
correct classification of accounts. 

Agree on templates and 
monitoring framework for monthly 
reconciliation between DDOs and 
account offices 
 

31 March 2013 CGA   

Different procedures for booking of advances 
are applied and for development 
expenditures, advances are reported as 
expenditures in IBAS-generated 
management reports.  

Agree on procedure for 
accounting and reporting of 
advances (advance tracking 
module) 

31 March 2013 CGA 
(SPEMP)/ 
MOE 

Internal Controls and Internal Audit 
MOE has an internal audit unit at the level of 
the MOE secretariat, as well as a specific 
DIA, in-charge of audit of school level 
financial performance. There are challenges 
related to management and capacities in 
conducting internal risk-based audits. This is 
evident in the observed weaknesses in 
timely account reconciliations, accumulation 
of advances, and only a limited number of 
schools sampled.   

Agree on a capacity building plan 
for strengthening the internal audit 
functions in MOE including 
capacity assessment, 
identification of required short to 
medium-term technical assistance 
requirements and source of 
funding; agree on a way forward 
for implementing an Internal Audit 
Department for MOE 

30 June, 2013  MOE 
 

Mitigate the risk of effective internal audit 
through a systemic review of fiduciary 
environment. 

Agree on TORs for joint annual 
fiduciary review of the program 
(including expenditure tracking of 
among others payroll and school- 
based grants) 

31 March 2013 MOE 

Enhance controls over fixed assets. Enhance controls over capital 
expenditure by tagging all fixed 
assets under the program, 
recording in a fixed asset register, 
and reconciling the physical 

June 2016 MOE 
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assets with the register through a 
physical stock count every three 
years 

External Audit 
Program expenditures will be financed 
entirely from GOB Consolidated Fund and 
follow regular GOB budget execution 
procedures. 

Agree statement of audit needs 
with the CAG for audit of the 
program financial statements and 
which department within CAG will 
undertake a program wide audit 
(This includes additional opinions 
required, opinion format, timing 
and that financial reviews will not 
be amended, and all elements of 
SESIP will be audited together, 
and a management letter);include 
an audit scope review compliance 
with the service targets for 
processing payments 

31 March 2013 MOE or 
CGA/CAG 
 

Audit issues are resolved on a timely basis. Agree on a timely resolution of 
issues identified in the audit 

 MOE/ CGA 
 

Procurement 
Annual Procurement Plans to be linked with 
annual budget exercise. 

Prepare annual procurement 
plans and post on website 
 
 
Prepare Project and Procurement 
Management Information System 
and post on website 

One month prior to start of 
fiscal year 
 
 
30 June 2014 

MOE/ DSHE/ 
EED/ CPTU 
 
 
 
MOE/ DSHE 

Efficiency enhancement in Procurement 
Management.  

Contracts to be awarded in a 
timely manner with 75% of 
contracts awarded within initial bid 
validity period and 75% of planned 
annual procurement awarded 
within the fiscal year 

Yearly from 
 Year 2 
 
 

DSHE/ EED 
 
 
 

Improvement in project and procurement 
management capacity. 

20 persons from DSHE, EED, and 
tender committee members 
trained PPR 2008 procedures 
 
Trained staff to attend refresher 
courses as required 

Yearly from  
Year 1 
 
Every three to five years after 
initial training 

CPTU/ MOE 
 
 
CPTU/ MOE 
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Proper procurement procedures to be 
followed. 

Conduct annual post procurement 
audits as mandated by PPR 2008 

 MOE 

Proper procurement procedures to be 
followed. 

Conduct additional annual post 
procurement review of at least 
20% of the contracts awarded 
each year 

Once/ twice every year ADB 

Modernize procurement techniques.  Establish e-procurement in DSHE 
and EED 
CPTU to develop portal, design 
the system, train personnel of the 
implementing agencies under 
MOE and private sector 
 
Develop registration and access 
systems 

31 June 2014 MOE/ CPTU 

ADB = Asian Development Bank, CAG = Office of the Comptroller and Auditor General, CGA = Office of the Controller General of Accounts, CPTU = 
Central Procurement Technical Unit, DDO = Drawing and Disbursement Officer, DIA = Directorate of Inspection and Audit, DSHE = Directorate of 
Secondary and Higher Education, EED = Education Engineering Department, GOB = Government of Bangladesh, IBAS = Integrated Budgeting and 
Accounting System, IPSAS = International Public Sector Accounting Standards, MOE = Ministry of Education, MOF = Ministry of Finance, MTBF = 
medium-term budget framework, NEP  = National Education Policy, PBH = Program Budget Head, PPR = Public Procurement Rules, SESIP = 
Secondary Education Sector Investment Program, SPEMP = Strengthening Public Expenditure Management Program, TOR = terms of reference. 
Source: Asian Development Bank.
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FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE 
Topic Response Remarks 

1. Implementing Agency 

1.1 What are the entities legal status / 
registration? 

Government, MOE       

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

Several, among others SESDP financed by ADB.       

1.3 What are the statutory reporting 
requirements for the entity? 

The entity is a public sector institution financed from the 
GOB state budget. Its reporting requirements follow 
GOB financial regulations, which among others require 
submission of monthly expenditure returns and 
certification of monthly statements of accounts produced 
by CGA as part of the monthly reconciliation of accounts 
between MOE and the “paymaster general” CGA who 
process all payments on behalf of all public sector 
entities. Financial regulations require that the 
reconciliation is done on a monthly basis within 15 days 
of the close of the month for subordinated district level 
departments and within 25 days for central level 
agencies. 

      

1.4 Is the governing body for the project 
independent? 

NA       

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

MOE is the GOB policy and regulatory authority for 
higher and secondary education. More than 95% of 
secondary schools are NGO/community-owned and 
managed institutions. MOE licenses schools and certify 
among them schools to be granted payment of teachers 
and other grants through their MPO system. Grants and 
transfers to these schools are paid by CGA who serve 
as the GOB paymaster general and internal controller. 
In addition, MOE has a DIA mandate to monitor school 
level management of transfers and grants in accordance 
with regulations. There is also a separate Internal Audit 
Department within MOE. While the organizational setup 
is adequate, there are several challenges related to 
capacity of different departments in fully undertaking 
their mandate. Some will be addressed by SESIP 
through planned reforms and capacity building 
measures. 

      

2.Funds Flow Arrangements 
2.1 Describe (proposed) project funds flow 
arrangements, including a chart and 
explanation of the flow of funds from ADB, 
government, and other financiers. 

All money from ADB will be credited; the Consolidated 
Fund adding to the overall resource envelope of the 
GOB annual budget. All sector program funds will be 
released through the regular budget execution process 
of GOB. There will be no audit trail for ADB funding 
(sector budget support). 

      

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

Ref. above. All internal controls and external oversight 
will be in accordance with GOB systems and procedures 
and undertaken by respective GOB institution. Main 
risks associated with the system as it relates to funding 
of the program will be addressed through specific risk 
mitigating actions, among others through an AFR 
process and MOF/CGA monitoring and reporting 
requirement similar to those of PEDP III.  
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2.3 What have been the major problems in the 
past in receipt of funds by the entity? 

The main problems are associated with processing of 
payments by CGA and subordinated entities 
(district/upazila education offices). These are associated 
with “rent-seeking” behavior – an issue that is among 
others documented by expenditure tracking studies. Like 
PEDP III and other sector programs, GOB will be 
monitoring and reporting on CGA compliance to address 
rent-seeking behavior associated with deliberate delay 
with payments. 

      

2.4 In which bank will the Imprest Account be 
opened? 

In Bangladesh Bank, as a sub-treasury revenue account 
credited the Consolidated Fund.  

      

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

No PIU required. Fully-executed and managed by MOE 
using country public sector management system for its 
implementation of the program which is entirely funded 
from the Consolidated Fund and in accordance with 
GOB financial regulations. 

      

2.7Does the entity has/need a capacity to 
manage foreign exchange risks? 

Managed by the MOF.       

2.8 How are the counterpart funds accessed? Ref. 2.1 above.       
2.9How are payments made from the 
counterpart funds? 

Ref. 2.1 above.       

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

The majority of schools is NGO/community- owned and 
managed schools (98%).1

      
 Transfers and grants to these 

schools constitute the main share of the MOE budget. 
Oversight and controls associated to school level 
management of these grants/transfers are subject to 
monitoring and inspection by a separate department 
within MOE. While they have adequate systems and 
procedures for monitoring the capacity within this 
department is inadequate and requires strengthening. 
This will be addressed by specific capacity building 
measures. 

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? 

NGO/community-managed secondary schools generate 
additional revenue in the form of school fees. There is 
no uniform fees structure. For some schools, teachers 
are on the GOB payroll (so called MPO schools) while 
for other teachers are paid by fees. There are several 
GOB scholarship/stipend programs of which the major 
ones are charged to MOE budget funded by domestic 
resources while some additional targeted programs are 
included in externally-funded projects managed by 
MOE. Observations from annual audits suggest there 
are several challenges in the management of these 
scholarship/stipend programs. These challenges are to 
be addressed by the program through reform seeking to 
harmonize and strengthen management of these 
stipend/scholarship programs. 

      

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

Accounts are maintained by MOE’s respective DDO and 
consolidated by the Internal Audit Unit of MOE. All 
DDOs are to reconcile their accounts with CGA AOs. 
However, this is not currently done (ref. 4.5 below). 

      

                                                
1 Only 312 government schools. 
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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. 

These are civil service staff employed for accounting by 
MOE and CGA levels (central, district, and upazila 
levels). Their services are defined by the regular service 
charter of GOB and a separate service charter for CGA 
(Charter of Duties).  

      

3.3Is the project finance and accounting 
function staffed adequately? 

CGA has approx. 7,300 staff. Main challenge is related 
to retaining staff with adequate qualifications at CGA 
offices in some rural upazilas (upazila accounting 
offices). 

      

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

Ref. 3.3       

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

NA       

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

Permanent staff of MOE and CGA.       

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

Ref. 3.3 above. Not all positions in CGA filled. However, 
the major capacity constraint and vacancy of positions 
are in MOE Internal Audit functions and low level of 
capacity in the DIA for monitoring school level 
performance. 

      

3.10Does the project has written position 
descriptions that clearly define duties, 
responsibilities, lines of supervision, and limits 
of authority for all of the officers, managers, 
and staff? 

There are job descriptions for all positions in the 
Bangladesh civil service and functional responsibilities 
defined in the financial regulations and subsequent 
circulars including Treasury Rules and GOB Orders. 

      

3.11At what frequency are personnel 
transferred? 

There is no systematic sequence in transfer of 
personnel. Key personnel in key financial management 
positions of MOE and CGA have been in their positions 
for several years although personnel at senior and 
middle management levels are frequently changed 
which potentially will create a challenge for the program 
as concerns sustained focus on required improvements 
in financial management and compliance with program 
requirements in addition to the general program 
management capacity. 

      

3.12What is the training policy for the finance 
and accounting staff? 

The Financial Management Academy is the training 
wing of the office of CGA. It is an institute that offers 
training in financial management, especially in the fields 
of government accounting and auditing for staff of Audit 
and Accounts Department of CGA and the officers and 
staff members of various ministries, divisions, and 
departments of GOB. Several hundred staff is trained 
each year which serves to maintain a minimum level of 
staff in all AO with adequate knowledge of GOB 
financial regulations and procedures for payment 
processing, controls, and sue of GOB IBAS. 
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4. Accounting Policies and Procedures 
4.1Does the entity have an accounting system 
that allows for the proper recording of project 
financial transactions, including the allocation 
of expenditures in accordance with the 
respective components, disbursement 
categories, and sources of funds? Will the 
project use the entity accounting system? 

The program is an integrated part of the MOE budget. 
Budget formulation follows the regular GOB budget 
process and budget releases are made entirely from 
CGA. All expenditures will be recorded in the GOBIBAS 
used by all central accounting offices of CGA at central 
and provincial levels. At upazila levels, accounting is still 
manual but each upazila in a district enters their 
itemized summary records into the system (not 
transaction level). The system includes recording of 
revenues and expenditures by legal (non-development 
and development), institutional/departmental 
(functional), sub-unit/project (operational unit code) and 
economic codes (recurrent/capital). Accounts are 
maintained on a cash basis. 

      

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

There are standard formats for processing of payments 
(bill processing) among other contained in detailed 
accounting manuals issued by CGA for central, district, 
and upazila level accounting offices. All payments are 
processed by the CGA and subordinated offices serving 
as the GOB controller in ensuring all bills presented by 
DDOs of ministries and subordinated agencies are 
within authorized budget as concerns allocation as well 
as purpose. In addition, they do the regular controls of 
supporting documentation. There is a segregation of 
duties between executing unit, pay point, and 
accounting entity. However, although the MOE have an 
internal audit wing it is mainly concerned with checking 
and reconciling monthly statement of expenditures of 
DDOs rather than system audit and controls. 

      

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

The chart of accounts consists of a 13-digit code. The 
classification system enables segregation of allocations 
and expenditures by legal (non-development and 
development expenditures) functional/administrative 
units (Ministries/Departments), Operational Units (sub-
units/projects) and type of expenditures i.e. recurrent 
and capital (economic classification codes). 

 

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

ADB funds will not be segregated from other sources of 
revenue for GOB since it is disbursed to the 
Consolidated Fund without an audit trail to each 
individual transaction. 

      

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

Accounts are supposed to be closed monthly as per 
GOB financial regulations. This is to be done following a 
reconciliation of DDO cashbooks and ledgers with those 
of the CGA accounting offices. However, CAG 
observations as well as other PFM reviews suggest that 
this is not taking place on a regular basis2

      

 and in 
particular for Development Expenditures. In PEDP III, 
reporting of AO/DDO on reconciliation has been 
included for monitoring of compliance with GOB 
financial regulations, a provision that will also be 
included in SESIP reporting. This will among others 
serve as a monitoring instrument for follow up by CGA 
as well as during the AFR. 

                                                
2 This was one of the challenges with GOB PFM systems following the PFM review undertaken in preparation of the 

Primary Education Development Program Phase III, supported through a Joint Financing Arrangement of multiple 
development partners including ADB. 
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4.6 Are all accounting and supporting 
documents retained on a permanent basis in a 
defined system that allows authorized users 
easy access?  

All bills and other transactional evidence are maintained 
by the spending agency(e.g. MOE) with copies with the 
paymaster general respective accounting office (CGA).  

      

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? 

Authorization to execute a transaction is segregated 
from the unit actually paying and accounting for the 
transaction. While DDOs (like for MOE) manually record 
the bill in their cashbooks, the AO who actually pays the 
bills enters a detailed record of the transaction in the 
GOB computerized IBAS.  

      

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

The functions are segregated and the organization of 
the functions broadly the same at MOE as for all 
ministries.  

      

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

No, bank reconciliations are done by CGA.       

Budgeting System 
4.10 Do budgets include physical and financial 
targets?  

The budget is prepared with MTBF, sector (program) 
targets, and projected budget requirements for an 
additional of three years beyond the budget year. 
However, currently, the MOE MTBF is not fully aligned 
to the SESIP result framework and with insufficient 
resource projected for future years’ budgets. This will be 
adjusted for the next MTBF as and when SESIP will 
start implementation and has been included as a 
required action in the PFM action plan agreed to 
between ADB and GOB. 

      

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

The level of detail and the different dimensions reflected 
by the chart of accounts enable analysis of expenditures 
by several dimensions. However, the statements of 
expenditures present only expenditures along a few 
dimensions i.e. the capacity of the system for monitoring 
expenditures along several dimensions is not fully 
utilized.  

      

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

Annually, all GOB Ministries/Agencies produce an 
Appropriation Account comparing budget versus actual 
at detailed levels (economic codes) under each budget 
head(functional and sub-functional code) with 
explanations provided for major deviations and always 
for expenditures exceeding initially approved budget 
allocations. CAG issues and opinion on appropriation 
accounts separately for each ministry/agency. The 
finance accounts are presented in detail along all 
dimensions including sub-units/projects (operational unit 
codes). The latter is consolidated by CAG for 
presentation of a consolidated statement on sources 
and uses of funds as well as a balance sheet of GOB 
(cash balances) for which CAG issues an opinion. 
These statements are currently under revision to be in 
compliance with IPSAS II. Consolidation of accounts 
and reconciliation with cash balances has proven a 
challenge that has among others generated a backlog of 
audits of accounts by CAG that in later years have been 
reduced.  
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4.13 Are approvals for variations from the 
budget required in advance or after the fact? 

The non-development budget is released for the full 
fiscal year once approved, however the development 
budget is released for three quarters of the fiscal year. 
Changes in budget allocations require executive 
approval. The procedures to apply depend on amount 
and nature of expenditure. For development 
expenditures, these variations (supplementary votes) 
are usually approved following the Q3 of the fiscal year.  

      

4.14 Who is responsible for preparation and 
approval of budgets? 

Budgets are prepared based on budget call circulars 
issued by MOF. Each entity presents their budget 
submissions with a forecast for subsequent 3 years (as 
part of the MTBF process), which eventually are 
reviewed by the MOF and the Planning Commission 
before submitted to the executive and subsequently the 
Parliament for review and discussion. 

      

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? 

MOE prepares an AOP for all projects and program 
components financed from the development budget. It 
includes among others detailed description of activities, 
results, budget and source of finance including mapping 
against detailed budget heads. Under SESIP, MOE will 
be required to prepare a DPP for approval by the 
Planning Commission to access budget allocations from 
the development budget as well as present an AOP for 
each fiscal year for approval by the Planning 
Commission as part of the overall approval process of 
the development budget. 

      

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

The AOPs will be based on a costed sector strategy but 
adjusted to budget ceilings. The DPP and first year AOP 
is currently under preparation. 
 

      

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? 

These are standard provisions of the financial 
regulations and part of the mandate of CGA is to check 
level of compliance by program implementing 
agencies/ministries like MOE with its subordinated 
departments before any payment is being processed. 

      

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

All invoices are registered, recorded, and filed as per 
GOB financial regulations.  
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4.19 Do controls exist for the preparation of the 
payroll and are changes to the payroll properly 
authorized? 

The payroll and school grants are the largest 
expenditure items in the MOE budget (approx. 77%). 
The government provides salary and grants (among 
others for house rent) to NGO/community schools on a 
monthly basis.  
This scheme is known as the MPO. Education 
sector personnel registers and associated payrolls are 
localized except for schools with teachers on MPO. 
There is a centralized registry of MPO teachers for 
which CGA pay salaries directly to teacher bank 
accounts on the advice of MOE. There are many 
formalities to be fulfilled before MPO is transferred to a 
bank account; it is reported to be prone of corruption 
and rent-seeking activities. Despite this, the system has 
not been subject to any external audit during the last 
three years. The reform and streamlining of the MPO 
system is a component of the SESIP framework. 

      

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

Accounting is done on a cash basis although there are 
subsidiary accounts (manual tracking of commitments 
and an in some cases advances), but these are not 
seen as effective and creates challenges by the close of 
each fiscal year with final reconciliation.  

      

4.21 What accounting standards are followed? Government’s accounts are kept on a modified cash 
basis and presented in the same format each year. They 
do not fully comply with the international standard 
(IPSAS cash-basis with mandatory disclosures). 
However, under the SPEMP, project tasks are being 
implemented to improve on accounting and reporting 
with a specific set of new reporting formats being 
developed and uploaded in IBAS for full compliance with 
IPSAS-modified cash basis disclosure. 

 

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

The program is an integrated part of MOE’s budget. 
While the financial regulations with subsequent circulars 
and orders give an adequate framework and there are 
manuals for payment processing and accounting, as 
well as internal audit manual, the challenge is 
compliance and capacity, in particular, as concerns 
internal audit functions of MOE. 

      

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

Accounting policy and procedures are those of GOB as 
issued by MOF. 

      

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? 

Only MOF can alter procedures and issues 
orders/circulars if changes are made. 

      

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

Financial regulations and subsequent amendments 
provided by circulars and orders issued at different 
intervals (ref. above).  

      

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? 

Financial regulations and treasury rules, including 
subsequent amendments issued in the form of circulars 
and orders, refer to authority and segregation of duties. 
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4.27 Are manuals distributed to appropriate 
personnel? 

There is a comprehensive GOB PFM manual from 2005 
and additional manuals for CGA accounts offices with 
separate manuals for ministry, district, and upazila 
accounting offices. The PFM manual is available with 
the MOE budget directorate shared with the Internal 
Audit Unit who consolidates the MOE final accounts 
based on accounts from each DDO of the ministry. 

      

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

Positions of authorized signatories are stated in the 
financial regulations and treasury rules. Only CGA has 
access to GOB bank accounts although many DDOs 
have established bank accounts as part of the treasury 
system holding small cash balances for procurement of 
minor office supplies and for advances transferred by 
the CGA accounting offices for special expenditures like 
training and travel. 

      

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

All payments and receipts are registered by each DDO 
and all transactions processed for payment by CGA 
accounts offices that enter transaction level data into 
IBAS. The main challenge is that DDO cashbooks and 
ledgers are not reconciled within the prescribed 
timeframe (as stipulated in the financial regulations. 

      

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

There are procedures in place for recording of receipts 
specifying the procedures for DDOs and accounting 
offices of CGA (ref. 4.27 above). 

      

4.31 Are bank and cash reconciled on a 
monthly basis? 

The financial regulations state that all reconciliations are 
to be done each month within 25 days of the close of the 
month; however, compliance is a challenge, in particular 
as this concern DDOs at lower levels (district and 
upazilas). This issue is addressed in SESIP by specific 
procedures for monitoring and reporting on 
reconciliation (as applied for PEDP III – a sector-wide 
program in support of primary education). 

      

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

No evidence obtained on unusual items when analyzing 
itemized presentations of IBAS statements for MOE. 
CGA conducts monthly bank reconciliations.  

      

4.33 Are all receipts deposited on a timely 
basis? 

MOE does not generate revenue, only NGO and 
community schools. Fees associated to licenses are 
paid in to CGA and evidence of payment has to be 
presented to MOE before issuing a license. 
 
 
 
 
 

      

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

All assets are registered in agency level asset registry. 
Reports from CAG suggest that these are not 
adequately maintained and the control of assets is 
limited among others due to an inadequate internal audit 
function.  

      

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

Ref. above. Accounts are maintained in IBAS and DDO 
manual registers. There is limited information to allow 
systematic reconciliation of manual asset registers and 
transaction level information in IBAS (assets procured). 
However, CAG does testing of compliance with the 
requirement for an asset registry based on sample 
transaction level information from IBAS.  
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4.36 Are there periodic physical inventories of 
fixed assets and stocks? 

Ref. above. Monitoring of physical assets registries is 
limited.  

      

4.37 Are assets sufficiently covered by 
insurance policies? 

MOE and provinces are GOB entities.       

Other Offices and Implementing Entities 
4.38 Are there any other regional offices or 
executing entities participating in 
implementation? 

The program will be implemented by MOE and 
subordinated offices at district and upazila levels. 
Similarly, all transactions are processed for payment 
through CGA and its accounting offices at ministry, 
district and upazila levels.  

      

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?  

Ref. 4.38 above. Follows GOB financial regulations and 
system for bill processing, accounting, internal controls 
and audits as well as external audit (by CAG). 

      

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

SESIP will be relying on the GOB IBAS through which 
all transactions are entered for all entities at all levels. 

      

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

Reconciliation is done but not as required by financial 
regulations (ref, 4.31 above) 

      

Other   
4.42 Has the project advised employees, 
beneficiaries, and other recipients to whom to 
report if they suspect fraud, waste, or misuse 
of project resources or property? 

Reporting on fraud and corruption is done to the ACC. In 
addition, MOE has DIA to which schools and parents 
report on misconduct and misuse of funds by school 
management. These complaints are taken into account 
in sampling of schools in DIA’s annual work program.  

      

5. Internal Audit   
5.1 Is there an internal audit department in the 
entity? 

MOE has an Internal Audit Unit within the Directorate of 
Law and Audit. In addition, there is a DIA(ref, 4.42) that 
undertakes periodic school level inspections including 
control of accounts which concerns use of school grants 
and salaries charged to MOE budget.  

      

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

There are only two employees in the Internal Audit Unit, 
both charted accountants. In the DIA, there are only a 
few among the 24 audit staff who have adequate 
academic background of which 4 are seconded from 
CAG. In addition, another ADB-funded project has 
financed some 41 staff to DIA. However, these positions 
are only temporary project-financed staff and will not be 
sustained after the close of the project. The capacity 
and functioning of the MOE internal audit cell as well as 
DIA are addressed through specific provisions and 
support under SESIP. 

      

5.3 To whom does the internal auditor report? Both report to the secretary of MOE.       
5.4 Will the internal audit department include 
the project in its work program? 

The departments are an integrated part of the program.       

5.5 Are actions taken on the internal audit 
findings? 

There is evidence of actions taken based on 
recommendations from DIA. Some are related to none 
performance of teachers on MPO payroll, some related 
to application school grants and compliance with school 
licensing criteria (like inadequate maintenance, 
substandard facilities, availability of teaching materials 
etc.). There are also actions taken to address CAG 
observations, however, some appears to be either 
repeated every year and/or remain outstanding from one 
fiscal year to another.  
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6. External Audit   
6.1 Is the entity financial statement audited 
regularly by an independent auditor? Who is 
the auditor? 

The CAG, the supreme audit institution of Bangladesh, 
will undertake the audit. 

      

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

A substantial backlog of audit reports have accumulated 
over the years and very few under scrutiny by the PAC 
of the Parliament. However, in a recent effort, this 
backlog is about to be cleared and PAC has instituted 
several sub-committees for their review, reporting to the 
Parliament on required follow up actions as well as 
improved monitoring of their implementation.  

      

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

CAG carries out financial, compliance, regularity and 
performance audits. Audit standards are set out in an 
Audit Manual based on INTOSAI and ASOSAI 
standards. The annual audit plan covers all large units 
and a proportion of the smaller units that are audited 
over a cycle of three to five years. Regularity audits do 
not focus on systems, and recommendations are made 
on individual transactions. MOE is included in CAG’s 
annual audit program. 

      

6.4 Were there any major accountability issues 
brought out in the audit report in the past three 
years? 

There are several issues raised in CAG’s reports that 
also concerns MOE. Many of which relates to in-proper 
recording of transactions and assets, non-compliance 
with GOB procurement regulations, as well as limited 
follow-up of previous recommendations (only 22% of 
recommendations were cleared as per report for the 
fiscal year 2009–2010). There is evidence of improved 
follow-up(ref. 6.2. above) with the extra effort to clear 
the backlog of outstanding audits as well as PAC’s 
review. 

      

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

No project specific accounts. The program is financed 
from regular MOE budget and falls under the scope of 
CAG. However, timing of the audit is a challenge. 
Accordingly, as a provision under SESIP, CAG will 
consider contracting external auditors to assist in 
truncation level test and other tasks to be able to deliver 
timelier audit reports (as a minimum within 9 months of 
the close of the fiscal year as compared to the current 
capacity of approximately one year and previously 
several years of delay). 

      

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

There are several which concerns proper recording, 
timely reconciliation of DDO cashbooks and ledgers, 
and keeping asset registries current. 

      

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? 

Ref. above. The auditor will be CAG.       

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

Audit will follow CAG’s annual audit program and 
mandate as stipulated by law and operationalized with 
INTOSAI/IFAC standards of auditing. In addition, a 
statement of audit needs has been submitted to CAG as 
a letter of engagement specifying task to be performed 
and issuing an opinion of the SESIP specific statement 
on sources and uses of funds. 
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7. Reporting and Monitoring   
7.1 Are financial statements prepared for the 
entity? In accordance with which accounting 
standards? 

There are two statements presented, a statement of 
appropriation that show actual expenditure versus 
budget allocation at detailed itemized levels and a set of 
finance accounts which also includes outstanding 
advances and commitments as well as cash balances. 
The latter are not fully in compliance with IPSAS as it 
does not give full disclosure, however, a new set of 
formats are to be introduced. 

      

7.2 Are financial statements prepared for the 
implementing unit? 

Ref. above.       

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

Monthly budget management reports are generated 
from IBAS. In addition, annual financial statements (ref 
7.1) are prepared annually – often finalized 3 months 
after the close of the fiscal year due to challenges in 
final reconciliation (since reconciliation are not done 
monthly as prescribed by the financial regulations. 

      

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

The reports are IBAS-generated standard budget 
monitoring reports. However, since SESIP is designed 
in support of specific budget heads for the secondary 
education subsector; one additional report is required to 
present sources and uses of funds with segregation of 
specific budget heads. Furthermore, it will be a 
requirement to present a statement to reconcile ADB 
disbursement to the Consolidated Fund; its conversion 
into local currency, exchange rate applied, and the 
amount credited the Consolidated Fund. All main 
program components will be assigned a specific 
Operational Unit code that enables analysis of 
expenditure by main component/activities. 

      

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? 

For expenditures charged to the development budget, 
MOE is required to prepare a detailed AOP to the MPI 
who reviews the proposed AOP before final approval by 
the Planning Commission. The format links spending to 
activities and results at a very detailed level. Progress in 
spending and outputs are reported on a quarterly basis. 

      

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? 

Reporting responsibilities and procedures are already 
established as per GOB regulations and circulars. In 
addition, MOE will be required to share quarterly IBAS 
budget management reports as well as a specific 
statement on sources and uses of fund prepared 
manually on the basis of the IBAS reports (uses) and 
bank reconciliation concerning amount disbursed by 
ADB and credited the Consolidated Fund managed by 
the Bangladesh Bank on behalf of GOB.  

      

7.7 Are financial management reports used by 
management? 

Financial management reports from the IBAS are 
periodically (monthly) produced for the management. 
MOE management at ministry and DSHE level has read 
only access to the IBAS to generate reports for 
monitoring purposes. 

.      

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

The above-mentioned financial reports present initially 
approved budget, expenditures for the period, and 
accumulated expenditure as well as the same compared 
to last year’s budget and outturns.  
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7.9 Are financial reports prepared directly by 
the automated accounting system or are they 
prepared by spreadsheets or some other 
means? 

All reports are produced directly by the IBAS except for 
the financial statement on Sources and Uses of funds 
which will be produced manually by MOE based on the 
IBAS generated reports and bank reconciliation related 
to ADB disbursement (ref. 7.7 above). 

      

8. Information Systems 
8.1Is the financial management system 
computerized? 

The IBAS is fully computerized while DDO cashbooks 
and ledgers are for some maintained manually while for 
others assisted by an Excel template developed by CGA 
for DDOs.  

      

8.2 Can the system produce the necessary 
project financial reports? 

All financial reports will be produced from the system.       

8.3 Is the staff adequately trained to maintain 
the system? 

CGA staff is trained for operation of IBAS at all levels. 
For Upazila staff, only a few has access to record 
transactions, most only report summary statements. 
However, there is an ongoing program (SPEMP) to have 
all Upazilas computerized by the end of the fiscal year 
2013–2014. For DDOs, not all have adequate training 
and use the Excel-based templates to assist in 
maintaining their cashbooks and ledgers. 

      

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

The system is fully integrated and under the control of 
CGA while DDOs maintain cashbooks and ledgers 
manually, some assisted by Excel templates. The 
integrity of the data are sometimes challenged during 
the DDO/AO reconciliation process and reviews of 
account reconciliation suggests that there are cases in 
which a payment is charged to the budget of a DDO by 
an AO despite that it was not submitted by the 
concerned DDO (charging other expenditures to the 
budget head of the DDO). 

      

ACC = Anti-Corruption Commission, ADB = Asian Development Bank, AFR = annual fiduciary review, AO = Accounting Office, AOP 
= Annual Operation Plan, ASOSAI = Asian Organization of Supreme Audit Institutions, CAG = Office of the Comptroller and Auditor 
General, CGA = Office of the Controller General of Accounts, CV = curriculum vitae, DDO = Drawing and Disbursement Officer, DIA 
= Directorate of Inspection and Audit, DPP = Development Project Proforma, DSHE = Directorate of Secondary and Higher Education, 
GOB = Government of Bangladesh, IBAS = Integrated Budget and Accounting System, IFAC = International Federation of 
Accountants, IPSAS = International Public Sector Accounting Standards, INTOSAI = International Organization of Supreme Audit 
Institutions, MOE = Ministry of Education, MOF = Ministry of Finance, MPI = Ministry of Planning and Investment, MPO = monthly 
payment order, MTBF = medium-term budget framework, NGO = nongovernment organization, PAC = Public Accounts Committee, 
PEDP III = Third Primary Education Development Program, PFM = procurement and financial management, PIU = Project 
Implementation Unit, SESDP = Secondary Education Sector Development Program, SESIP = Secondary Education Sector 
Investment Program, SPEMP = Strengthening Public Expenditure Management Program 
Source: Asian Development Bank.  
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COUNTRY PUBLIC FINANCIAL MANAGEMENT SYSTEM 
 

A. Budget Management 

1. Government of Bangladesh (GOB) agencies in charge of budget management are the 
Ministry of Finance (MOF) and Planning Commission. They are the main authorities concerned 
with budget formulation and release (authority to spend). The Office of the Controller General of 
Accounts (CGA), an entity-subordinated MOF, is the key institution for processing of payments, 
internal control, and accounting. In addition, Bangladesh Bank and Sonali Bank manage the 
GOB bank accounts from which revenue is deposited and expenditures are funded. These bank 
accounts, in total, constitute the Treasury system and the net of all balances are accounted for 
against one single account with Bangladesh Bank for cash management purposes (resembling a 
system of a single treasury account). 
 
2. The GOB budget is divided into two parts. One part is the nondevelopment budget, which 
is formulated by the MOF, based on submission of budget proposals by respective ministry 
following a budget call circular. The other part is the development budget that is approved by the 
Planning Commission and presented as a consolidated Annual Development Plan following the 
submission of Annual Operation Plans (AOPs) of each ministry for each project.  
 
3. For a project to be included in the Annual Development Plan, it requires the prior 
approval of a Development Project Proforma (DPP) by the Planning Commission. The DPP is 
basically a project document format with a detailed expenditure plan following GOB with 
segregation of expenditures according to GOB’s chart of accounts.  

 
4. For non-approved projects, an allocation can be made provided it is compliant with the 
projected resource allocation presented in the medium-term budget framework i.e. an allocation 
is made while waiting for DPPs to be submitted with an AOP for approval. Following the approval 
of the DPP and AOP, the budget for the project can be released i.e. the respective ministry/unit 
may start execution of expenditure by submitting bills for payment to the respective CGA office.  
 
B. Budget Execution and Accounting  
 
5. The chart of accounts is unified for both budgets and all levels of government (including 
district and upazila levels). The payment, accounting, and internal control process follows the 
same procedure for both the nondevelopment and development budget. Whether a payment is 
charged to the nondevelopment or development budget, it is determined by its legal code 
entered on the bill (level one code). Each ministry and unit within a ministry is recognized by its 
functional code (level 2 and 3). Which project to be charged is determined by its operational unit 
code (level 4). Finally, what type of expenditure (wages, other operational costs, investments) is 
determined by its economic code (level 5). Both budgets are used to finance both recurrent (in 
Bangladesh called “revenue expenditure”) and capital expenditures.  
 
6. While most projects are funded from the development budget, many of these “projects” 
are in reality recurrent and capital expenditures that are required continuously rather than for a 
specific period of time (a project). As an example, construction of classrooms will be required 
every year just to maintain the current level of enrollment as would the requirement for increased 
number of teachers (cost for salaries) to maintain the current P/T. However, these types of 
expenditures are sometimes funded from “projects” under the development budget.  
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7. All payments charged to both the GOB nondevelopment and development budget follow 
the same procedure for budget execution. All bills submitted for payment are subject to review by 
CGA before they process the payment i.e. with some few exceptions only CGA have access to 
cash.  
 
8. MOF and CGA use the Integrated Budget and Accounting System (IBAS) for budget 
management and accounting purposes. IBAS is used by CGA to record all expenditures 
(charges made against the above bank accounts) and to ensure that bills submitted for payment 
by all government agencies at central (ministries), district, and upazila levels have been 
authorized through the budget process with total expenditure contained within budget ceilings. All 
ministries rely on reports from IBAS for budget management and monitoring purposes. However, 
not all have direct access to the system.  

 
9. In accordance with various reviews of the GOB Public Financial Management System,1

 

 
the main fiduciary challenges are associated with four risk areas: (i) accumulation of uncleared 
advances, (ii) payment processing i.e. delays in payments for bills presented by GOB agencies 
to accounting officers of CGA as means of rent-seeking (“speed money”), (iii) non-compliance 
with financial regulations requiring reconciliation of IBAS accounting records (bills paid) with cash 
books of GOB agencies (bills presented by them to CGA offices for payment), and (iv) non-
compliance with good practice principles of procurement.  

10. The risks associated with the above mentioned “rent-seeking” behavior has been 
documented through several studies and reviews. Several studies have uncovered that delay in 
payments are deliberately made until the beneficiary of the payment is willing to surrender part of 
the payment to the CGA office processing the payment, hence the term “speed money”.2

 
 

11. The risk associated with lack of compliance in reconciling CGA statements of accounts 
(payments made from the budget of a ministry/agency) and the cashbook (registry of payments) 
maintained by the ministry/agency that submitted the bills have been frequently documented in 
the Office of the Comptroller and Auditor General (CAG) reports. The regulation requires that this 
be done monthly and within 15 days of the proceeding month. Low level of compliance has 
impact on the level of assurance provided by the financial statements generated by IBAS. Non-
compliance creates risks for leakage and misappropriation of funds.  

 
12. The accumulation of advances not cleared by evidence of actual expenses is also a 
challenge. If an advance is not cleared, it may represent a cash “leakage” e.g. a travel advance 
was paid but no travel claim submitted as evidence to show actual travel expenses, advances 
made to a contractors but no bills presented as evidence of work done, etc. 

 
13. In the Third Primary Education Development Program, the above were addressed 
through specific procedures for monitoring, reporting, and reviews serving as incentives and 
capacity building inputs for improvement of the system. As a result of the program preparation, 
GOB has established a specific tracking module in the IBAS for monitoring of advances. This 
enables monitoring of advances and the extent to which they are cleared within the required 

                                                
1 Government of Bangladesh; Public Expenditure and Financial Accountability (PEFA) Assessment, SPEMP, 

December 2010.Separate sector PEFAs including education, June 2011. Bangladesh; Public Expenditure and 
Institutional Review. Vol. II, World Bank. June 2010. Country Level Fiduciary Risk Assessment for Bangladesh. 
DFID. December 2008. 

2 Reference among others Public Expenditure and Institutional Review. Vol. II, World Bank. June 2010 and “Social 
Sector Performance Survey (SSPS)”, two separate surveys for health and education undertaken by Oxford Policy 
Management (OPM). 
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timeframe. Furthermore, IBAS-generated reports on bill processing time have developed to 
monitor compliance with service targets. A new reporting module has also been introduced to 
monitor extent to which accounts are reconciled on a monthly basis between Drawing and 
Disbursement Officers and Account Officers.  

 
14. As multi-donor supported project, Strengthening Public Expenditure Management 
Program3

 

 serves to strengthen overall GOB financial management system and capacity. The 
program is continuously implementing improvements in the GOB Public Financial Management 
system and procedures, by among others, rolling out IBAS to district and upazila levels, 
improving monitoring and reporting procedures for payment processing, reconciliation, and 
advances.  

15. In the coming years, the IBAS will also be expanded and improved, functionality by 
among others, introducing an expanded coding level (chart of accounts) for improvement in 
financial monitoring and reporting.  
 
C. Internal Controls and Audit 
 
16. The CGA and subordinated offices serve as the treasurer (pay station), accountant, and 
internal auditor (pre-audit) of GOB funds, all functions vested in one and the same institution. 
The CGA is responsible for the accounts of the GOB Civil Departments. CGA has accounting 
offices for all ministries, districts, and upazilas. CGA is responsible for compilation of the Monthly 
and Annual Accounts (Finance Accounts) of the government as a whole.4

 
 

17. In addition to checking vouchers at the time of processing, CGA monitors entries into 
IBAS by different Account Officers. In cases of entries appearing to be charged to the wrong 
accounting code, they contact the relevant Account Officer to seek clarification.  

 
18. At the level of ministries and other central government agencies, there are in addition 
internal auditors appointed who are to assess compliance with financial regulations. In 2005, an 
internal audit manual was issued to guide the work of the internal auditors. While most ministries 
have internal audit units, they are generally considered inadequate in terms of capacity and 
staffing and only to a limited extent conduct regular internal audit functions.  
 
D. External Audit 
 
19. CAG is constitutionally appointed by the President. According to Article 129 of the 
Constitution, the CAG cannot be dismissed without the same procedure and reasons adopted in 
dismissing a Justice of the Supreme Court. 
 
20. The CAG conducts the audit through nine separate audit directorates. Each of the Audit 
Directorates is headed by a Director General who is responsible for conducting external audits in 
a specific functional area of the public sector. A Director, several Deputy Directors, and a number 
of auditing staff grouped into teams, assist the Director General.  

 

                                                
3 SPEMP is a multiyear project that was initiated in 2008 as a follow on program of support to all key dimensions of 

GOB public financial management including strengthening multiyear program-based budgeting, accounting, and 
internal controls within the MOF, as well as line ministries, and strengthening oversight institutions including CAG 
and relevant committees of the parliament.  

4 Incorporating those of the Defense and Railway Departments that fall under other accounts offices than CGA i.e. 
CGDF and ADG/Finance. 
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21. The draft audit reports of the Directorates are sent to the CAG office for quality assurance 
and approval. With the approval of the CAG, the reports are sent to the President, who 
subsequently submits them to the Parliament.  
 
22. The Auditor General conducts the audit as and when the Final Accounts have been 
submitted by the CGA (ex-post financial and compliance audit). Due to political developments in 
Bangladesh with several years without a Parliament, a new Public Accounts Committee has 
recently been formed which prioritize clearing the backlog of past audit observations yet to be 
reviewed. Four sub-committees have been formed to review and prepare a summary report to 
the full committee with recommendations as to all these observations that go back several years.  
 
23. The main departments within CAG are: 

 
(i) Local and Revenue Audit Directorate - Audit of all civil government departments, 

local and statutory bodies including municipalities/city corporations.  
(ii) Civil Audit Directorate - Audit of Accounts maintained in all office of the CGA, 

Thana/Upazila Accounts Offices, District Accounts Offices, Regional Accounts 
Offices and Chief Accounts Offices.  

(iii) Foreign-Aided Projects Audit Directorate (FAPAD) - Audit of all Development, 
Investment and Technical Assistance Programs and Projects in the public sector 
funded by Foreign Aid.  
 

24. FAPAD conducts audits in accordance with terms of reference jointly agreed to by the 
GOB and the development partners. FAPAD audits are presented within six months of the fiscal 
year but then only for foreign-aided expenditures. 
 
25. The Public Expenditure and Financial Accountability Assessment2010 report presented a 
low rating for the CAG, in particular, as concerns its independence as a department under MOF 
and submission of audit reports to Parliament more than 12 months after the close of the fiscal 
years. Since then, CAG has been separated into an independent entity with a mandate directed 
by the Parliament. Although appointment of the Auditor General is still made by the President, a 
provision that does not fully meet with the requirements of a Supreme Audit Institution as 
prescribed by the International Organization of Supreme Audit Institutions. Audit reports are 
timelier submitted although still facing delays due to problems by CGA in preparing final 
consolidated accounts.  
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DETAILS OF REPORTING REQUIREMENTS 
 Name of Report Form part of 

Annual FSs 
(audited) 

Quarterly 
(only for Monitoring) 

Comments 

1 Source and Uses of 
Funds 

Yes Yes Owner: DSHE  

2 Notes to the Statement 
of Sources and Uses of 
Funds 

Yes Yes Excel sheet generated out of IBAS 
Report (quarterly budget management 
report) 

3 Reconciliation of 
development partners’ 
disbursement along 
with Bangladesh Bank 
Statement 

Yes Yes DSHE Manual Report 

4 Quarterly Budget 
Management Report – 
separately for non-
development and 
development 

No Yes IBAS 

 By functional and 
economic  
(non-dev + dev) 

No Yes  

 By functional and 
operational (only dev) 

No Yes  

5 Statement of Budget Vs 
Actual 

Yes Yes DSHE 

6 Reports on Expenditure 
for Contracts Subject to 
Prior Review 

No Yes DSHE (only for consultants contracts) 

7* Summary Report on 
DDO Reconciliation 

No Yes Based on an IBAS information 
template “Report of DDOs 
reconciliation” 

8* Summary Report on Bill 
processing Time of all 
Pay points 

No Yes IBAS-generated based on IBAS 
template of each pay point  

9* Summary Information of 
Advance and 
Adjustment  by  
Activity 

Only a short note 
based on IBAS 

report 

Yes IBAS based on advance tracking 
module  

10 Descriptive notes to 
ensure presentational 
compliance with Cash 
Basis IPSAS 

Yes No DSHE: ADB provided template 
(Including descriptive notes for details 
of the programme, nature of activities, 
details of funding received, noncash 
items, treatment of advances, direct 
payments by donors, etc.) 

11 Audit Opinion on 
Financial Statements  

Yes No CAG: ADB provided Template through 
MOE 

12 Audit opinion on loan 
compliance etc 

Yes No CAG: ADB provided Template through 
MOE 

13 Management Letter Yes No CAG: ADB provided Template through 
MOE 

ADB = Asian Development Bank, CAG = Office of the Comptroller and Auditor General, DDO = Drawing and Disbursement Officer, DSHE = 
Directorate of Secondary and Higher Education, FS = financial statement, IBAS = Integrated Budgeting and Accounting System, IPSAS = 
International Public Sector Accounting Standards, MOE = Ministry of Education. 
Source: Asian Development Bank.   
 
*All additional monitoring reports are currently being prepared for the Ministry of Primary and Mass 
Education and will also be needed by the Ministry of Education as well. 
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