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Executive Summary  

 
Project specific governance risks have been identified through financial management and 
procurement assessments of Department of Electricity Development (DOED) and the National 
Electricity Authority (NEA) in accordance with ADB’s Guidelines for the Financial Management 
and Analysis of Projects.1 The financial due diligence was carried out in accordance with ADB’s 

Financial Due Diligence: A Methodology Note2 and focuses on fund flows, staffing, accounting 
policies and procedures, internal controls, financial reporting and monitoring and internal and 
external audit. The assessment draws lessons learned from the Capacity Development 
Technical Assistance (CDTA) for the Energy Sector in Nepal closed on 31 March 2012, as well 
as face to face interviews with DOED and NEA staff. For the country level assessment, the FMA 
also refers to the Governance Assessment of Nepal in the Country Partnership Strategy, and 
the Nepal PEFA An Assessment of the Public Financial Management Performance 
Measurement Framework February 2008. These assessments identified a number of 
weaknesses including (i) capacity of the accounting and internal audit staff, and (iii) financial 
reporting, oversight and public accountability. Although weaknesses exist, the design of the 
Project Preparatory Facility (PPF) is such that these will not have a significant impact on the 
Projects financial management. The PPF is primarily for funding consultants to undertake 
feasibility studies of potential energy projects. ADB shall pre review and recruit all such 
consultants and employ the direct payment method for disbursements. ADB shall also hand 
hold the project during implementation. Risk mitigation measures have been introduced to 
partially manage the weaknesses addressed in the financial management systems. The 
measures include: (i) the project coordination units’ staff will be trained in the ADB’s 
procurement and consulting service guidelines; (ii) statement of audit needs will be provided, 
along with awareness and explanatory workshops to the financial accountants in the Project 
Coordination Unit, to ensure that audited financial statements are more closely aligned with 
Nepal Public Sector Accounting Standards and Nepal Government Auditing Standards; (iii) the 
project procurement shall will use direct payment method ; and (v) ADB also reserves the right 
to commission a supplementary audit in case the OAG is unable to provide audited financial 
statements on a timely basis.  
 
The Financial Management Assessment noted that the NEA has experience in managing ADB 
funded projects3, and DOED has previously managed externally funded projects4. DOED and 
the NEA have clearly defined responsibilities with accountability allocated among different units 
at different levels of authority within their institutions. The project will benefit from the services of 
accounting staff in the PCU.  DOED shall set up a PCU with staff dedicated to the Project from 
within DOED. NEA shall utilise the services of existing PMU set up in NEA for existing ADB 
funded projects. Financial reports are prepared according to the Government of Nepal Financial 
Administration Act and ADB’s Loan Disbursement Handbook for submission to ADB and the 
Ministry of Energy of Nepal (MOE).  According to the audit law of the government the agencies 
are currently subject to annual auditing conducted by OAG. NEA and DOES will submit 
separate financial statements since they follow different accounting practices and conventions. 
An Internal Audit function has been developed in NEA, and at DOED the Internal Audit is 
conducted by the District Treasury Control Office. However, internal audit is focused primarily 

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

http://www.adb.org/Documents/Guidelines/Financial/default.asp 
2
 ADB. 2009. Financial Due Diligence: A Methodology Note. Manila 

3
 NEA is implementing loan 2587 ___________________and 2808 Energy Transmission and Supply Improvement 

Project 
4
 DOED has implemented a Norwegian grant through imprest account, and a loan form World Bank ‘Power 

Development Fund’ has been approved, but not yet disbursed 

http://www.adb.org/Documents/Guidelines/Financial/default.asp
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on transaction compliance rather than financial performance and internal controls. Accordingly, 
limited reliance is being placed on the Internal Audit Function. 
 
Country-level Issues 
 
A 2008 Assessment of the Public Financial Management Performance Measurement 
Framework identified a well-designed system but with uneven implementation. Strengthening 
Public Financial Management (PFM) is a key element of the government’s strategy for 
strengthening governance, optimizing outputs from public resources and for ensuring inclusive 
and broad-based development.  A number of development partners under the leadership of the 
World Bank are pooling donor resources to provide for strengthening PFM systems, increasing 
accountability in public expenditure and financial management, and addressing fiduciary and 
governance weaknesses in the utilization of public resources.  
 
Identified country-level public financial management issues centre around the gaps in 
implementation of public financial management rules and procedures, compliance with the 
financial acts, weak internal control, and enforcement due to insufficient human resources, 
capacities, and enforcement.   
 
Risk Analysis 
 
The risk assessment approach is based largely on International Standard on Auditing 400, Risk 
Assessment and Internal Control. Inherent risk was assessed as moderate resulting in the 
decision to require the PMU to include accounting staff to ensure the adequate monitoring of 
consultants activities and preparation of withdrawal applications. Separate project books of 
accounts will be maintained and project financial statements will be prepared for the Facility. 
Control risk was considered moderate partly due to the ADBs use of direct payment method, 
and both IAs previous experience in implementing donor funded projects. 
 
Risk Mitigation 
 
The Project design is based on previous experience gained by ADB through working with the 
NEA and DOED.    
 
NEA and DOED will maintain separate books of account for the project finances. DOED will 
maintain manual books of account, and NEA will use its own accounting system.  
 
Detailed Statement of Audit Needs will be provided to OAG to ensure that audited 
financial statements comply more strictly with Government of Nepal Accounting and 
Auditing Standards. 
 
PCU will ensure that the annual work plan process begins early enough to identify all 
counterparts funding and budget allocation requirements for the project, allowing Ministry 
of Energy of Nepal (MOE) to execute necessary budget release in time. 
 
PCU will include adequate level of human resources for technical and financial 
management, and ensure their orientation and training in the government’s and ADB’s 
rules, procedures and reporting requirements.  
 
Funds will be disbursed through direct payment method directly from ADB to the 
consultants, upon submission of adequate supporting documentation.  



Nepal Project Preparatory Facility for Energy  
(RRP NEP 47036) 

 

4 
 

 
A. Project Description 
 
Detailed Project description is given in the RRP. 
 
The Project Preparatory Facility for Energy (the Facility) will help prepare several priority 
hydropower projects and related transmission infrastructure in Nepal, with the emphasis on 
energy security and energy trade. Public-Private Partnerships (PPP) will be one of the priorities. 
The Facility will be split into two parts. Although the final project has not yet been slected, the 
first part will most likely fund the preparation of Sun Koshi 2, Sun Koshi 3 and Dudh Koshi 
hydropower projects, and a second India – Nepal 400 kilo volt (kV) cross border transmission 
line. The first component will also support assessments and advisory work related to institutional 
training, policy, regulatory, legal and project implementation matter. The second component will 
support the transaction advisory services for PPP investment in a hydropower project with 
special focus on energy export5. By preparing several candidate projects, the Facility will help 
reduce the approval time by the Board of Directors of the Asian Development Bank (ADB) for 
ensuing future investments.  
 
DOED will be responsible for implementing the Sun Koshi 2 & 3 related feasibility studies 
and assessments and NEA will be responsible for the implementation of Dudh Koshi and 
Second cross border transmission line related studies and assessments. The 
Government will establish a PPP Project Unit (Government Party) for PPP project 
development. DOED will be responsible for overall coordination of project 
implementation. 
 
DOEDs mandate includes the granting of licenses, promoting PPPs, and performing 
project studies. As such, they are well placed to monitor and supervise the work  of 
feasibility study consultants. They are currently supporting two large projects, and a 
number of smaller ones. 
 
B. Country Issues 
 
The country level issues relating to financial management are summarized from the Nepal 
PEFA An Assessment of the Public Financial Management Performance Measurement 
Framework February 2008, DFID Fiduciary Risk Assessment for Nepal (2008) and Governance 
Risk Assessment Report, ADB (2009). 
 
These reports conclude that the necessary architecture and procedures for effective public 
financial management are in place but there are significant gaps in implementation, compliance, 
internal control, and enforcement due to insufficient human resources, capacities, and 
enforcement. Uncertainly around the current political transformation process will continue 
impeding progress towards better public management and accountability.   
 
Of relevance to the proposed project the main areas of financial management weakness and 
potential risk in the government sector are identified below. 
 
The PEFA review found that although the government financial management is based on a 
robust legislative framework, the Financial Procedures Act (1999) supported by the Financial 
Procedures Rules (2007), there are a number of areas affecting budget credibility which require 

                                                           
5
 The Government will nominate an appropriate hydropower project for development under PPP. 



Nepal Project Preparatory Facility for Energy  
(RRP NEP 47036) 

 

5 
 

further strengthening at sectoral level. The budget is credible at the aggregate level for revenue 
and recurrent expenditures but is undermined by the capital budget which falls chronically short 
of estimates and large fiscal activities outside the budget. In FY2010 expenditure on education 
was 100% of budget estimates but capital budget utilisation decreased from 97% in FY2008 to 
84% in FY2010. It is thought that low capital budget utilisation reflects poor planning including 
poor procurement planning and weaknesses in implementing capital investment projects.  
 
The government’s cash based accounting system does not allow for systematic recording of 
arrears in accounting records.   
 
The government is implementing a PFM reform programme with support from a Multi-donor 
Trust Fund. The current focus for PFM reforms implementation includes improvements to the 
budgeting process since Platform 1 of the government’s approach to PFM reform is to establish 
a credible budget delivering practical results.  Currently the government has released the cash 
based Nepal Public Sector Accounting Standards (NPSAS), broadly in line with international 
standards, and government accounts for FY2012 were to be prepared in accordance with 
NPSAS. Also good progress is being made on an Integrated Financial Management Information 
System (IFMIS).  A Medium Term Expenditure Framework was utilised in budgeting for FY2010 
and FY 2011 and a capacity development program linking OAG and the Norwegian Supreme 
Audit Institution is in place. 
 
Despite the existence of a credible public finance management reform program ongoing political 
instability may reduce the government’s commitment to the reforms. 
 
As mentioned earlier there have been evidenced improvements in budget execution in the 
education sector particularly for the recurrent budget. However, the continued execution of 
some official development assistance through extra-budgetary accounts has received criticism 
in the PEFA. This practice leads to fragmented budget execution and dilutes the accountability 
for and reporting on the resources provided by development partners.   
 
Procurement risks relating to the country system are identified in the Procurement Capacity 
Assessment as: 

 Absence of detailed guidelines or manual to implement the Public Procurement Act (PPA) 
2007 and the Public Procurement Regulations (PPR) 2007 

 Lack of human resources for procurement and a need or capacity building to ensure that all 
nominated personnel involved in procurement are familiar with the procurement law 

 Low capacity in procuring consulting services 
 
Internal and external audit functions in the government sector of Nepal exhibit system 
weaknesses.  For internal audit the focus is primarily regulatory compliance and transaction 
audits with no emphasis on the efficient or effective use of public funds.  The lack of internal 
audit function within sector ministries such as the MOE puts the internal control mechanisms at 
risk.  In the case of external audit OAG is deemed to require additional skilled personnel as 
there are currently many vacancies in the agency.  
 
C. Risk Analysis 
The risk-assessment approach is based largely on International Standard on Auditing 400, Risk 
Assessment and Internal Control. The following risk assessments are based on existing 
circumstances, staffing and procedures, and include recommendations for risk mitigation 
measures. 
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Inherent Risk 
Inherent risk is the susceptibility of the project financial management system to factors arising 
from the environment in which it operates, such as country rules and regulations and entity 
working environment. 
 
Overall Inherent Risk 
Risk Type Risk 

Assessment 
Risk Description Risk Mitigation Measures 

1. Country-
Specific Risks 

M GON counterpart funding is $ 5 
million for taxes, duties and office set 
up as well as in kind contributions. 
Current budget allocation for the 
Facility may not be adequate to meet 
this. 
 
 
 
 
Weak capacity of financial 
management (planning, budgeting, 
accounting and reporting) 

PCU will ensure annual work 
plan process to begin early 
enough to detail all counterpart 
fund and budget allocation 
requirement for the project, and 
MOE ensures budget release in 
time. 
 
PCU will include adequate level 
of human resources for 
technical and financial 
management and ensure their 
orientation and training in 
government and ADB’s rules, 
procedures and reporting 
requirements 
 
 

2. Entity-Specific 
Risks 

M Lack of political commitment for PPP, 
or inability to agree on most suitable 
project for feasibility study.  While this 
does not have a direct effect on 
project financial management it could 
affect the rate of project 
implementation,  
 

Project Steering Committee to 
have membership from NEA, 
DOED, MOE and ADB 
 
 
Regular supervisory and review 
missions including financial 
management and procurement 
assessments. 
 

3. Project 
Specific Risks 

M Personnel assigned to the PCU and 
PIU are inexperienced in ADB 
procedures and there can be frequent 
changes in project personnel.  

DOED and NEA should ensure 
that an orientation program is 
provided to newly appointed 
PCU and PIU personnel at the 
start of the project and repeat it 
on regular basis or when there 
is a change in personnel.  
Direct Payment disbursement 
method applied 

Overall 
Inherent Risk 

M   

 
 
Control Risk 
Control risk is the risk that the project’s accounting and internal control framework are 
inadequate to ensure project funds are used economically and efficiently and for the purpose 
intended, and that the use of funds is properly reported. 
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Risk Type Risk 
Assessment 

Risk Description Risk Mitigation Measures 

Control Risk    

1. Implementing 
Entity 

M Financial management duties of PCU 
and PIU need to be clearly defined. 
Reporting structure for project 
management and various 
components needs to be clearly 
defined and agreed. 

EA/IA to liaise regularly with 
ADB to ensure that ADB 
guidelines are followed.   
 
Interagency coordination at all 
levels to discuss the 
implementation progress and 
performance. A clear authority 
and reporting structure to be 
agreed, clearly defined financial 
management and reporting 
duties to be defined for PCU 
and PIU. 

2. Funds Flow L No significant risk The MOE and NEA have many 
years of experience in 
managing ADB funds.  Funds 
from ADB will be managed by 
PCU through direct payments  

3. Staffing  M The key staff position for project 
financial management is the PCU 
Accounts Officer post.  If the person 
appointed to this position has 
previous ADB experience then risk is 
low. However, project staff hasn’t 
been identified at the time of 
assessment. This represents a 
substantial risk to the project. 
 
Accounting staff lack understanding 
of the project activities. 
 

Initiate training in ADB financial 
management procedures, 
especially procurement and 
disbursement procedures, for 
newly appointed PIU personnel 
at the start of the program. 
 
 
 
 
Project staff to be informed of 
their information and 
performance responsibilities. 
 

4. Accounting 
Policies and 
Procedures 

M The project will use the government 
accounting system which adequately 
allows for the proper recording of 
project financial transactions.  The 
Chart of Accounts is adequate to 
properly account for project activities 
and disbursement categories. 
 
Project budgeting is carried out in 
some detail but the existing 
accounting system is not used to 
match physical and financial 
performance.  This is produced 
outside of the system using excel 
spreadsheets for reporting. 
 
The PCU will prepare its own budget 
and present to MOE management for 
approval.  Government funded 
recurrent budgets will need to be 
included in the respective agency 

Project staff to be trained in the 
accounting policies and 
procedures.  
 
Necessary templates are 
prepared and staff is trained in 
using them before and during 
the project implementation. 
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Risk Type Risk 
Assessment 

Risk Description Risk Mitigation Measures 

budgets and this will require 
coordination between MOE and 
DOED/NEA to ensure completeness. 

5. Internal Audit M Internal audit for the project will be 
split between the DTCO (for DOED 
incurred expenditures) and NEA. The 
identification of weaknesses and 
irregularities is therefore the 
responsibility of two separate 
agencies. Clear responsibility for 
dealing with audit issues need to be 
established. 

The government is planning to 
introduce audit committees to 
sector ministries in the future 
through its PFM reform 
program to deal with any 
identified issues. 
 
Until such system is in place, 
the project will rely on the 
External Auditor.  

6. External Audit L OAG has responsibility to audit all 
government ministries and agencies 
on an annual basis. 

Statement of Audit Needs will 
be provided in the project 
administration manual 
indicating additional audit 
assurances required and time 
frame for submission of APFS 

7. Reporting and 
Monitoring 

L All financial reports are prepared in 
accordance with the Financial 
Procedures Act 1999 and Financial 
Rules Procedures 2007. The Chart of 
Accounts is consistent with 
International Accounting Standards.   
 
Financial information is not clearly 
linked to physical progress from the 
government accounting system for 
projects and supplementary reports 
are prepared outside of the system. 

PCU to prepare and submit to 
ADB quarterly and annual 
progress reports on project 
implementation and operation. 

8. Information 
Systems 

M No significant risk for NEA. 
 
DOED prepares financial statements 
using manual systems.  

ADB financial procedures and 
books of accounts to continue 
to be maintained separately by 
the PCU.  

Overall Control 
Risk 

L   

 

* H = High, M = Medium, L = Low. 
 
D. Project FM System: Strengths and Weaknesses 
 

Strengths 

1. The Government of Nepal financial management system is based on a robust legislative 

framework, The Financial Procedures Act (1999) and the Financial Procedures Rules (2007). 

 

2. The NEA has significant experience in the implementation of ADB financed projects and the 

staff is familiar with ADB financial management procedures.  

 

3. Nature of the expenditure is primarily consultant’s fees paid directly by ADB, hence overall 

risk is low. 
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Weaknesses 

 

1. The dispersed implementation arrangements for the project involving two agencies (NEA and 

DOED), PCU and PIU which need to clearly establish the role for each in the financial 

management of the project.  This is essential in order to ensure counterpart contributions are 

included in the government budget. 

 

2. The internal audit function will not be relied upon.  

 
 
E. Implementing Entity 
 
The executing agency will be MOE. The implementing agencies are DOED and NEA. A Project 
Coordination Unit (PCU) will be established within the DOED and will coordinate with the Project 
Implementation Unit (PIU), which is already established under NEA. The PCU will deliver the 
first component. The PCU and the PIU will be given project management and technical advisory 
support and the Project will be steered by a Project Steering Committee (PSC) chaired by the 
Secretary of Energy  
 

F. Fund Flow Mechanisms 
 

The fund flow and reporting mechanism is shown below. Although the reimbursement and 

commitment method are shown as possibilities, the Project envisages only Direct Payment 

procedures. 

 
 

Ministry of Energy 

Government of Nepal 
Direct 

Payment 

Asian Development Bank 

(ADB) 
Ministry of Finance 

Government of Nepal 

Dept. of Elect Development 

(PCU) 

Nepal Electricity Authority 

(PIU) 

Contractor 

Consultants 

Supplier’s Bank 

Commitment 

Procedure 

Re-imbursement 

Procedure 

Fund Flow  

Document Flow 
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The project will financed by ADB and the Government of Nepal.  ADB and the government will 
jointly monitor the project and review its progress to ensure that the funds are spent as agreed 
upon.  Disbursement procedures are described in Section M of this report. 
 
Government counterpart funds will flow from the Ministry of Finance in accordance with 
government budgetary and payment procedures. All payments are made by the DTO. The 
DOED does not process any payments, and only submits invoices and bolls to the DTO for 
payment processing. The amount of counterpart funds is to be reflected in the government 
budget for MOE and approved using normal government budget approval processes. 
 
G. Personnel 
 
Both DOED PCU and NEA PIU will be staffed by internal staff, including financial management 
personnel.  
 
Since personnel assigned will not be experienced in ADB procedures, it is essential that 
arrangements are made by ADB and MOE to ensure that training in agreed financial 
management procedures is provided as soon as the project staff is assigned. This should be 
provided by ADB.   
 
The human resource requirements and job descriptions for the PCU Finance/Accounts Officer 
and the PIU Accounts Officer will be detailed in the Project Administration Manual. 
 
 H. Accounting Policies and Procedures 
 

DOED will set up and maintain separate project accounts and records by funding source for all 
expenditures incurred on the Project, following accounting principles and practices prescribed 
by the Government of Nepal Financial Procedures Act (1999) and Financial Procedures Rules 
(2007). NEA will also do so separately. 
 
The cash basis of accounting will be adopted by the project.   
 
I. Internal Audit 
The internal audit function is weak across the Government of Nepal.  The 2008 PEFA report 
identified several weaknesses in the function including the limitations arising from only 
performing pre-audit of transactions rather than undertaking systems audits. Internal audit is 
centralized which does not support greater ownership or responsibility for PFM reforms among 
line ministries such as MOE. The focus remains on pre-audit of transactions rather than the 
identification of broader systemic issues and recommendations for remedy. 
 
The internal audit function for the Ministry of Energy is carried out by the District Treasury 
Controller Office (DTCO). The PFM reform program includes the strengthening of internal audit 
in its agenda but for line ministries current plans are to introduce audit committees at ministry 
level to deal with audit issues raised.  There are no plans in the government to decentralize 
internal audit.   
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NEA, however, has its own internal audit function which undertakes audits on a quarterly basis. 
These internal audits follow international internal audit standards, but are transaction based 
rather than systems.  
 
Accordingly, no significant reliance is placed in the Internal Audit. 
 
J. External Audit 
 
Government entities are audited annually by OAG. Reports are meant to be discussed by a 
parliamentary body, the Public Accounts Committee (PAC). The OAG prepares timely annual 
audit reports and there have been no substantial audit comments for MOE as executing agency 
or the CTEVT as project implementing agency.   
 
The audit is performed in accordance with the Government Auditing Standards Part 3: Segment 
Audit Guidelines – Project Financial Statements issued by the OAG in October 2005. These 
guidelines were prepared specifically keeping in mind donor requirements, mostly ADB and 
World Bank.  
 
The usual government auditing process will be used to provide external audit of the project 
financial reports and records. The audited accounts will be submitted in the English language to 
ADB within 6 months of the end of the fiscal year by NEA and DOED separately. The annual 
audit report should include a separate auditor’s opinion on the use of statement of expenditures, 
compliance with grant covenants and use of grant proceeds in accordance with grant 
agreement. The OAG shall be requested to provide a management letter. The government and 
NEA and DOED have been made aware of ADB’s policy on delayed submission, and the 
requirements for satisfactory and acceptable quality of the audited accounts. ADB reserves the 
right to commission a supplementary audit of the project's financial statements to confirm that 
the share of ADB’s financing is used in accordance with ADB’s policies and procedures. A 
detailed statement of audit needs shall be provided to the NEA and the DOED 
 

K. Financial Reporting and Monitoring 
 
All government agencies currently prepare entity financial reports in accordance with the 
Finance Procedures Act (1999) and Finance Procedures Rules (2007). The Chart of Accounts is 
largely consistent with International Accounting Standards and existing cash-based accounting 
practices are generally well-established and accounts are frequently reconciled with the 
exception of revenue accounts (PEFA 2008). However, incomplete computerization has 
weakened the timeliness and quality of accounting. Annual reporting and financial statements 
are of acceptable quality but there are some gaps in the content and some delay in submission.   
 
Implementation of Nepal Public Sector Accounting Standard corresponding to the cash basis 
IPSAS has now been elevated on top of the government accounting reform agenda. The 
Government of Nepal entrusted the Accounting Standards Board, Nepal (ASB) with the 
responsibility to develop accounting standards for public sector in 2007. Nepal Public Sector 
Accounting Standards (NPSAS) have been prepared in line with Cash Basis the International 
Public Sector Accounting Standards (IPSAS) and submitted to Nepal Government for approval 
and adoption by ASB in 2009. Policy Decision by Government of Nepal for adoption of Cash 
Basis NPSAS and final approval of Cash Basis NPSAS has also been completed in 2009.  The 
Government has agreed to adopt NPSAS on 2009/09/16. However, necessary policy and 
guidelines for adoption are still in process. ICAN has a good working relationship with 
government bodies and there is good awareness about the IPSASs. As at October 2012, Public 
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Expenditure & Financial Accountability (PEFA) is in the process of translating NPSAS into 
language and a first draft is already submitted by the consultant. The draft is reviewed by 
various regulators and government officials and accordingly resubmitted to the consultant for 
finalization. It is planned that the government will implement NPSAS on phase wise basis. 
 
The Government Auditing Standards Part 3: Segment Audit Guidelines – Project Financial 
Statements – October 2005 also provide a template for the preparation of Project Financial 
Statements.  
 
NEA prepares its financial statements on an accrual basis of accounting using Nepal 
Accounting Standards.  
 
L. Procurement Arrangements 
 
As a part of the project preparation due diligence, a high level procurement capacity 
assessment was carried out. The assessment identified risks from; (iii) low capacity in procuring 
consulting services. Mitigation measures include (i) ADB to recruit directly all consultants using 
ADB’s guidelines for procurement and use of consultants, (ii) establishment of PCU with 
dedicated staff to deal with procurement; (iii) training of PIU staff in government and ADB rules 
and procedures for procurement; (iv) direct payment method.  
 
 
M. Disbursement Arrangements 
Disbursement arrangements are described in the Project Administration Manual. The project 
grant proceeds will be disbursed in accordance with ADB’s Loan Disbursement Handbook 
(2012, as amended from time to time). The direct payment procedure will be followed for 
disbursement where the recipient may request ADB to pay the supplier/contractor directly. 
Expenditure being claimed for ADB financing should be charged to Procurement Contract 
Summary Sheet (PCSS).  Accordingly, before submitting the withdrawal application, the EA/IA 
should obtain the PCSS number from ADB. 
 
Before the submission of the first withdrawal application, DOED should submit to ADB sufficient 

evidence of the authority of the person(s) who will sign the withdrawal applications on behalf of 

the Government, together with the authenticated specimen signatures of each authorized 

person. The minimum value per withdrawal application is US$100,000, unless otherwise 

approved by ADB. Withdrawal applications and supporting documents will demonstrate, among 

other things that the goods, and/or services were produced in or from ADB members, and are 

eligible for ADB financing. 

 

N. Supervision Plan  
ADB and the government will jointly undertake reviews of the project at least once a year. These 
reviews will include a review of the financial management and procurement arrangements. The 
reviews are to assess progress in each component, identify issues and constraints, and 
determine necessary remedial actions and adjustments.  A mid-term review will be conducted 
during the third year of implementation.  The mid-term review will (i) review the scope, design 
and implementation arrangements and identify adjustments required; (ii) assess progress of the 
project implementation against performance indicators; and (iii) recommend changes in the 
design or implementation arrangements, if necessary.   




