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FINANCIAL MANAGEMENT ASSESSMENT 

 
Executive Summary 
 
1. The Asian Development Bank (ADB) plans to support the Government of Myanmar (GOM) 
in implementing the Greater Mekong Subregion (GMS) Highway Modernization Project. A 
financial management assessment (FMA) has been carried out to review the capacity of the 
implementing agency (IA) – Department of Highways (DOH) – as regards its system and 
procedures for financial management (FM).1 
 
2. DOH was established in April 2015 following the separation of the earlier Public Works 
(PW) into three separate departments. DOH consists of 20 organizational units structured into 
three divisions – Planning Division, Construction Division and Maintenance Division. The 
Accounting and Finance Section is part of the Planning Division. 
 
3. The assessment overall finds the project FM risk, pre-mitigation, to be substantial. This 
results from the following specific FM weaknesses and related fiduciary risks which have been 
identified: 
 
• Staffing – The finance/accounting staff of DOH lack knowledge of and experience with the 

FM requirements and procedures of externally-funded projects, including ADB projects. 
• Accounting – DOH has no entity-specific accounting and internal control manual or 

documentation.  
• Internal audit – There is no internal audit function in DOH, which means a lack of assurance 

to DOH management that the FM system and processes is effective and adequate. 
• Reporting – DOH’s Accounting and Finance Section requires up to three months to prepare 

financial reports which limits the value of reporting to monitor budget performance. 
• Information systems – DOH has no computerized FM information system in place, and 

spreadsheets are only used sporadically, which increases the risk of errors and results in 
longer processing time. 

• External audit – There are examples of deficiencies in the coverage and timeliness in the 
external audit undertaken by the Office of the Auditor General (OAG) for on-going ADB-
financed projects. This undermines the purpose of external audit in terms of the credibility of 
the financial statements and the accountability of DOH in its role as IA. 

 
4. Due to its limited capacity and its lack of experience in implementing externally-funded 
projects, DOH will establish a dedicated Project Management Unit (PMU) for the GMS Highway 
Modernization Project to manage day-to-day project activities, including disbursement, 
procurement, contract administration, monitoring and reporting. The PMU will comprise two full-
time finance and administration staff that will receive training, if and as required. 
 
5. As DOH is currently implementing two other ADB-financed projects2 as well as other 
externally-funded projects, it should be expected to have the required knowledge and experience 
regarding ADB policies and procedures, including setting up and operating PMUs. However, a 
PMU for an on-going ADB-financed project has been found to have significant challenges 
managing the project properly, including for FM. It will hence be important to ensure that the PMU 

                                                
1 The FMA does not cover the Ministry of Construction (MOC) in its role as executing agency (EA) since it will not be directly involved 

in the financial management of the project. 
2 Greater Mekong Subregion East-West Economic Corridor Eindu to Kawkareik Road Improvement Project (46422-003) and Maubin-

Phyapon Road Rehabilitation Project (47086-002). 

http://www.adb.org/Documents/RRPs/?id=47087-003-3
http://www.adb.org/Documents/RRPs/?id=47087-003-3
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for the GMS Highway Modernization Project is well-functioning (i.e. that the problems of the 
existing PMU are avoided), which requires the engagement of capable and competent staff, and 
that adequate managerial and technical procedures are developed and implemented. 
 
6. While the PMU will provide an overall administrative structure that functions with a number 
of safeguards against fiduciary risks, the following additional specific mitigation measures are also 
proposed to address the identified FM weaknesses: 
 
• Staffing – ADB and DOH will consider and implement measures to build up the capacity of 

the Accounting and Finance Section so it, over time, will be able to manage foreign-funded 
projects. 

• Accounting and financial reporting – A project-specific FM manual, or guidance note, will 
be developed by the PMU, taking into account the implementation experience from the on-
going ADB-financed projects. The manual/note will be reviewed and approved by ADB. 

• Internal audit – MOC, DOH and ADB will discuss the possibility of MOC’s Internal Audit Unit 
covering DOH’s activities, including ADB-financed projects, and operationalize a suitable 
approach if/as agreed. 

• Information systems – DOH will prepare and implement an IT improvement strategy for the 
Administration and Finance Section. 

• External audit – The PMU will develop an adequate and comprehensive ToR for external 
audit that will be reviewed and formally approved by ADB. ADB and DOH will separately agree 
an approach for monitoring the implementation of audit recommendations. 

 
7. On the basis of the PMU being established and operationalized, and the other proposed 
risk mitigation measures being implemented, the project FM risk is considered to be moderate 
and the planned project FM arrangements satisfactory. 
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A. Introduction 

1. ADB plans to support the implementation of the GMS Highway Modernization Project by 
the GOM. This FMA reviews the systemic and procedural capacity of the IA as regards planning 
and budgeting, accounting, internal control, financial reporting, internal audit, and external audit. 
On this basis recommendations are made to address identified deficiencies. The FMA also 
reviews the proposed funds flow arrangements and disbursement procedure of the project. 
 
2. The assessment was conducted desk-based in April 2017 and followed ADB’s FMA 
guidelines.3 The FMA questionnaire (FMAQ) was filled-in by the PPTA team in consultation with 
DOH and subsequently revised by the assessor based on discussions with ADB. 
 
3. The FMA is provided in chapters 2-8 below. The organizational charts of DOH, the 
Accounting and Finance Section, and the PMU are included in Appendix A and the proposed 
funds flow is shown in Appendix B. The final version of the FMAQ is provided as Appendix C. 
 
B. Brief Project Description 

4. The proposed project will be implemented by DOH under guidance from the MOC in its 
role as the EA. The project aims to bring about more efficient and safer movement of goods and 
people along the GMS East West Economic Corridor (EWEC) and North-South corridors in 
Myanmar. The improvements are expected to reduce national transport costs and improve 
regional connectivity with Thailand, the People’s Republic of China (PRC) and the GMS region 
more broadly. The project will have three outputs covering several sub-projects: 
 

(i) Road Maintenance and Rehabilitation – Rehabilitation of Bago-Thanlyin (Thilawa) 
highway (99 km) as well as road periodic maintenance trials [under GOM 
counterpart financing]. 

(ii) Expressway Safety – Yangon-Mandalay expressway improvement (Hlegu-
Bawnetgyi section) and safety improvement program (Bawnetgyi-Mandalay 
section) as well as specific safety risks on other sections of the expressway. 

(iii) Detailed technical preparation of the GMS EWEC Highway Development Project 
(excluding Sittaung bridge section) – Consulting services. 

 
5. The project cost is estimated at $202.1 million. Based on the tentative financing plan, ADB 
will fund $194.7.0 million from its concessional ordinary capital resources, while the GOM will 
finance $7.4 million.4 The planned implementation period is 2019-2023. 
 
6. A PMU is to be established in mid-2017 and will be responsible for the day-to-day 
management of the project – including disbursement,5 procurement, contract administration, 
monitoring and reporting. The main office will be in Yangon as well as two offices in the project 
areas (one for each of the sub-projects), a detailed design office for GMS EWEC Highway 
Development Project, and a liaison office in Nay Pyi Taw. The PMU will have a total of 13 staff – 
including project director, two sub-project directors, and engineering, financial, administrative and 
safeguards specialists – as well as support staff.  

                                                
3 ADB. 2015. Financial Management Assessment – Financial Management Technical Guidance Note. Manila, May 2015. 
4 The government counterpart funding will cover utility relocation, environmental mitigation, resettlement compensation and interest 

during construction. 
5 The PMU will be responsible for: (i) preparing disbursement projections; (ii) requesting budgetary allocations for counterpart funds; 

(iii) collecting supporting documents, and, (iv) preparing and sending withdrawal applications to ADB with a copy to the Ministry of 
Planning and Finance (MOPF). 
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C. Country And Sector Financial Management Issues 

7. ADB’s Myanmar Country Partnership Strategy (CPS)6 for 2017-2012 notes that while the 
GOM in recent years has improved public financial management (PFM), it remains characterized 
by weaknesses in institutional structures, aggregate fiscal discipline, allocation of resources, and 
service delivery. 
 
8. ADB’s draft 2017 Governance Risk Assessment (GRA)7 for Myanmar notes that there 
since 2011 has been progress in PFM reform, but that considerable room for improvement 
remains. The GRA concurs with the findings of other international agencies that the PFM system 
has only recently begun adopting international best practices. However, the GOM in 2012-2013 
notably collaborated with the World Bank in conducting the country’s first-ever PFM review to 
establish a baseline for reform.8 On that basis, the GOM in 2013 developed a PFM reform strategy 
that, over three phases from 2013 to 2019, focuses on modernizing the PFM system by 
developing the capacities of different entities, including the Ministry of Planning and Finance 
(MOPF) and the OAG. These developments are significant and the initial steps in an improvement 
process that will take some years to complete. 
 
9. Risk assessments undertaken by ADB in recent years for investment loan projects in 
Myanmar have identified the following general PFM issues:9 outdated rules and regulations, 
under-regulated and largely practice-based PFM system, weak PFM skills and capacity, 
budgetary and fiscal information highly limited, internal control environment relatively weak, 
international accounting standards not fully met, accounting and financial reporting system largely 
manual and paper-based, weak and delayed financial reporting, limited experience with contract 
disbursement, and counterpart funding insufficient or not provided in a timely manner. While ADB 
develops and implements mitigation measures to address identified risks, generally by 
establishing a PMU that manages the projects based on ADB requirements, many of the 
weaknesses remain relevant and should hence also be taken into account for new projects. 
 
10. The above-mentioned PFM review of the GOM, based on the Public Expenditure and 
Financial Accountability (PEFA) diagnostic, was published in 2013.10 The main observations, of 
which many remain valid, are summarized below for the six high-level performance areas: 
 
11. Credibility of the budget – Actual revenues for 2008/09-2010/11 were generally close to 
and higher than the original budget estimates. However, there were large deviations between 
actual expenditures and approved budgets (the primary expenditure variance increased over time 
and reached 20.2% for 2010/2011).11 Expenditure payment arrears could not be assessed due 
to the lack of legal definition of arrears and absence of a central arrears monitoring system. 
 
12. Comprehensiveness and transparency – This was the weakest dimension of the PFM 

                                                
6 ADB. 2017. Myanmar, 2017-2021 Building the Foundations for Inclusive Growth. Country Partnership Strategy, March. 
7 ADB. 2017. Country Governance Risk Assessment – Myanmar. Draft. Version 3 February. 
8 Given that the 2013 Public Expenditure and Financial Accountability (PEFA) assessment was the first such diagnostic to be carried 

out for Myanmar, it serves as a baseline with which to measure performance changes over time. 
9 Greater Mekong Subregion EWEC Eindu to Kawkareik Road Improvement Project (46422-003), Maubin-Phyapon Road 

Rehabilitation Project (47086-02), Mandalay Urban Services Improvement Project (47127002), Economic Empowerment of the 
Poor and Women in the East West Economic Corridor (48322-001), Equipping Youth for Employment Project (48431-003). 

10 World Bank. 2013. Republic of the Union of Myanmar – Public Financial Management Performance Report. Report No. 77728 v2, 
May. It is understood that the World Bank plans a new PEFA assessment for in late 2017 or early 2018. 

11 The deviations would have been even higher had the exchange rate applied by the government at the time for foreign transactions 
been the same as that used by the private sector. The introduction of a managed exchange rate float in April 2012, which in itself 
was a key economic reform, unified the exchange rates. 
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system. The budget classification was not consistent with international standards, and the 
information provided in the annual budget documentation was not comprehensive. A large share 
of extra-budgetary expenditure as well as data on donor-funded projects was not included in fiscal 
reports. The inter-governmental fiscal transfer system had insufficient transparency regarding 
applied rules for resource allocation, and information on transfers to states/regions was provided 
very late in the process. MOPF’s fiscal risk oversight of state economic enterprises (SEEs) was 
limited. While transparency had increased, e.g., with the publication of an annual budget 
summary, public access to key fiscal information was generally very limited. 
 
13. Policy-based budgeting – The annual budget process lacked a fixed and detailed 
calendar, ministries had insufficient time to prepare budgetary estimates, and no budget circular 
was being issued. However, Parliament approved the budget on time. Multi-year fiscal forecasts 
were not being prepared, the five-year sector plans were not costed, and there were no linkages 
between recurrent and capital budget estimates. 
 
14. Predictability and control in budget execution – This dimension was generally very 
weak. Tax administration was poorly functioning, especially regarding taxpayer registration and 
collection of tax payments. Predictability in the availability of funds for expenditure commitment 
was overall low due to rudimentary cash flow forecasts. Debt data recording and reporting was 
poor. The effectiveness of internal control of non-salary expenditure and for payroll was low, 
although compliance with transaction rules was deemed good. Also, the coverage and 
functionality of internal audit was inadequate. 
 
15. Accounting, recording and reporting – This dimension was overall poor. While the 
clearance of advances and suspense accounts was relatively effective, bank account 
reconciliations took three months to complete. No singular, centralized comprehensive data was 
available on resources allocated to, and used by, the service delivery units of major sectors. The 
scope, timeliness and quality of in-year financial reports was poor. The quality of annual financial 
statements was better, but the applied accounting standards were not disclosed. 
 
16. External scrutiny and audit – This dimension had some limitations. The OAG was semi-
independent,12 and financial and compliance audits were performed consistent with the audit 
standards of the International Organization of Supreme Audit Institutions (INTOSAI). However, 
the scope of audit did not cover the Ministry of Defense, only few performance audits and 
procurement audits were undertaken, and there was little evidence of systematic follow-up on 
audit findings. Legislative scrutiny of the annual budget law and external audit reports had some 
support from the Public Accounts Committee (PAC). 
 
17. ADB’s draft 2017 Governance Risk Assessment (GRA) finds that the GOM since 2013 
has achieved progress in the PFM reform process, including:13 
 

• Separate organizational entities for budget, treasury and debt management established in 
MOPF to enhance policy management and institutional control; 

• A medium-term fiscal framework (MTFF) initiated to improve budget formulation and 
support macro-economic stability as well as used to set ministry ceilings; 

• Quarterly cash flow forecasting introduced; 

                                                
12 According to Article 11 (J) of the 2010 Law of the Auditor General of the Republic of the Union of Myanmar, the OAG reports to 

Parliament through the President’s Office. 
13 ADB. 2017. Country Governance Risk Assessment – Myanmar. Draft. Version 3 February, p. 37. 
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• The annual budget preparation process improved by consulting with civil society along 
some sectoral lines as well as a citizens’ budget prepared; 

• Tax administration strengthened and reporting of natural gas export revenues formalized; 
• Formula for general transfers from the Union Government to states/regions developed; 
• Debt management improved; and, 
• More timely submission of external audit reports to Parliament.14 

 
18. Despite these important achievements, a number of challenges remain in the functioning 
and performance of the GOM”s PFM system, including:15 
 

• New financial rules and regulations yet to be finalized and disseminated;16 
• Budget classification system not yet fully developed; 
• Budget credibility low due to deviations vis-à-vis actual expenditures (although improving); 
• Significant off-budget revenue flows and a high level of extra-budgetary expenditures; 
• In-year financial reporting time consuming, mainly due to manual compilation of budget 

execution reports and financial statements; 
• Fiscal/budget transparency is limited (although increasing); 
• The inter-governmental fiscal transfer systems need to be further developed and more 

financial resources made available to states/regions; 
• A new Audit Law is yet to be finalized by the OAG;17 and, 
• Some FM staff positions are not filled and there are limited skills in some areas. 

 
19. As mentioned above, the 2013 PEFA assessment found that comprehensiveness and 
transparency was the weakest dimension of the GOM’s PFM system. In terms of budget 
transparency, the Open Budget Index 2015 scored Myanmar at 2%,18 which was a result of the 
GOM only allowing one of eight key budget documents into public circulation. While this was 
progress compared to 2012, when the score was 0%, it obviously leaves very significant room for 
improvement. The latest update shows that the GOM in 2016 made two of eight key budget 
documents publicly available in a timeframe consistent with international standards.19 
 
20. The GOM’s PFM reform framework focuses on enhancing transparency and accountability 
as well as strengthening systems for oversight and control of spending, revenue collection, 
institutional restructuring, clarification of roles and responsibilities, and building capacity. It covers 
a 12-year period and is based on a phased approach. An action plan has not been prepared and 
the GOM instead collaborates with the World Bank and other development partners to implement 
the ‘Modernization of PFM’ project (2015-2019), which functions as a de facto action plan.20 The 
approach is understandable from a practical perspective, but also means that elements not 
covered by the project (e.g. internal audit) lack a formalized focus. The MOPF in November 2016 
prepared a draft update 'PFM System Reform Strategy’ that aims to address a number of issues, 
including the amendment of financial rules and regulations, development of a Public Finance Law, 
and further implementation of the MTFF. It overall appears that the MOPF is committed to and 
has a strong ownership of the GOM’s PFM reform initiatives. A number of bilateral and multilateral 

                                                
14 The two six-month audit reports of 2014-2015 were both submitted to Parliament within eight months. 
15 ADB. 2017. Country Governance Risk Assessment – Myanmar. Draft. Version 3 February, p. 38. 
16 The existing Instructions on financial planning and guidelines on financial control were published in 1972 and 1994, respectively. 

New financial rules and regulations have been prepared and are now in the process of being finalized. 
17 It appears that the current draft will cover technical and procedural aspects, but not issues of independence and audit coverage. 
18 International Budget Partnership. 2015. Myanmar, Open Budget Survey 2015. 
19 http://www.internationalbudget.org/opening-budgets/open-budget-initiative/open-budget-survey/country-info/?country=mm. 
20 The project consists of five components: i) Revenue mobilization and tax administration; ii) Planning and budgeting; iii) Budget 

execution and financial reporting; iv) External oversight and accountability; and, v) PFM skills development. 

http://www.internationalbudget.org/opening-budgets/open-budget-initiative/open-budget-survey/country-info/?country=mm
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development partners, including ADB,21 as well as some national and international NGOs provide 
support to the GOM for PFM reform. 
 
D. Project Financial Management System 

21. This chapter presents the main strengths and weaknesses of DOH’s FM system and 
procedures in its role as IA. Also, the proposed funds flow and disbursement arrangements of the 
project are outlined. 
 

1. Overview 

22. This section provides a short narrative description of the country PFM system as applied 
at the entity-level. 
 
23. Organization and staff capacity. DOH was established in April 2015 following the 
separation of the earlier Public Works (PW) into three separate departments. It consists of 20 
organizational units structured into three divisions – Planning Division, Construction Division and 
Maintenance Division (the organization chart is included in Appendix A). As a separate 
department under the MOC, DOH has authority to manage its budget. 
 
24. DOH’s Accounting and Finance Section is part of the Planning Division. It has 53 staff 
comprising 4 senior managers, 42 accountants (4 at level 1, 4 at level 2, 19 at level 3 and 15 at 
level 4), 3 computer administrators and 4 staff officers and clerks. An organization chart is 
included in Appendix A. DOH considers the staff nomination of the Accounting and Finance 
Section adequate given its present tasks and work-load.22 The staff is likewise viewed as 
appropriately qualified and experienced, except as regards externally financed projects.23 Staff 
turnover is low and some key staff have been employed in DOH (PW before 2015) for over 30 
years. Training on finance and accounting procedures is organized annually by DOH and OAG. 
 
25. Information management. The FM tasks of the Accounting and Finance Section are almost 
exclusively carried out manually using ledgers and other paper-based records. Like all other GOM 
entities, DOH has no computerized financial management information system (FMIS) in place, 
and spreadsheets are used only sporadically and for financial reporting purposes only. The lack 
of computerization results in time consuming bookkeeping and reporting procedures (preparing 
financial report usually takes up to three months). 
 
26. DOH retains accounting records for at least 10 years, which is in line with government 
policy. Important documents, such as legal agreements, are retained for a longer period. 
 
27. Budgeting and funds flow arrangements. As noted in Chapter 3 above, the GOM’s annual 
budget process is poorly functioning and there is no medium-term perspective, including no 
linkages between recurrent and capital budget estimates. Within this challenging context, 
however, it appears that DOH’s budget process is relatively well-functioning. The annual budget 
                                                
21 ADB’s PFM activities have focused on fiscal revenue mobilization (2012-2014) and public debt management (2014-2016). In 2013, 

ADB implemented a policy-based loan that included some PFM-related actions (tax policy and administration structure as well as 
budget transparency and structure). Also, ADB has provided technical assistance to the OAG through a regional program. 

22 It is noted though that the World Bank in 2016, based on a project FM capacity assessment, found that the FM staff of the Accounting 
and Finance Section is “limited and charged with substantial workloads” [World Bank. 2016. Project Appraisal Document on a 
Proposed Credit ... in IDA Crises Response Window Resources to the Republic of the Union of Myanmar for a Flood and Landslide 
Emergency Recovery Project. Report No. PAD1731, 30 June, p. 35]. 

23 While DOH is currently implementing two ADB-financed projects as well as projects financed by JICA and the World Bank, these 
are all managed by PMUs rather than DOH directly. The World Bank in its FM capacity assessment found that neither DOH’s 
Accounting Finance Section nor MOC’s Accounting Department had “FM experience in managing externally financed projects”. 
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is prepared by DOH based on a ceiling provided by MOC, it covers all relevant activities, is 
matched with physical targets, and has sufficient detail to allow for monthly monitoring. 
 
28. The technical plans and budgets for foreign-funded projects are developed by external 
experts. Such projects have at times been delayed in terms of preparation and implementation 
as they are more complex and involve different approval processes, and spending for some 
projects has therefore occasionally not taken place as initially planned. 
 
29. In terms of budget execution, actual expenditures are compared to the budget on a 
monthly basis. Significant variations between the budget and actual must be reported to MOPF, 
and approvals for significant variations from the budget must in principle be sought in advance, 
although it is not clear that this is done. However, DOH reports that it generally has no issue 
spending government budgets (i.e. there is no systematic over- or under-budgeting). 
 
30. The funds flow arrangements for the GMS Highway Modernization Project will be similar 
to that of on-going ADB-financed projects. A proposed funds flow chart has been prepared during 
the pre-fact-finding mission for the project (included as Appendix B below). ADB will make direct 
payments to consultants and contractors, while an imprest account, to be managed by the PMU, 
will be set up by DOH for incremental administration costs. These arrangements are standard for 
ADB-financed investment projects, and considered appropriate and satisfactory. 
 
31. Accountability measures. The GOM’s accountability framework consists, inter alia, of a 
legislative framework that includes the 2013 Anticorruption Law. However, the law does not define 
the term ‘corruption’ and it does not distinguish between of bribery and corruption.24 The law does 
also not deal with conflict of interest and related-party transaction issues. In accordance with the 
law, an Anticorruption Commission was established in early 2014, but a director general (“chief 
investigator”) to lead the Commission is yet to be appointed. This makes it challenging for the 
Commission to operate and take action as an independent institution. 
 
32. Another accountability element is Parliament’s legislative scrutiny, which constitutionally 
provides checks and balances vis-à-vis executive branch activities. However, Parliament’s role in 
the budget process is limited as it lacks the technical capacity as well as the political will to control 
how the government budget is allocated.25 Also, while the PAC undertakes scrutiny of external 
audit reports, the OAG remains only semi-independent (as its reporting takes place through the 
President’s Office rather than directly). 
 
33. Specifically in terms of the PFM system, DOH is constrained by a weak control 
environment as well as limited budget comprehensiveness and transparency. The narrow focus 
on control, rather than on accountability for efficient service delivery, adds to the vulnerability of 
the system. 
 
34. Overall, despite the initiatives undertaken since 2011 and the fact that government has 
become more responsive to rights-based organizations, accountability (and transparency) remain 
very weak. In general, in the areas of PFM, procurement and anticorruption, the GOM needs 
considerable reform and significant capacity building as well as strengthened coordination 
between relevant institutions. 
 

                                                
24 ADB. 2017. Country Governance Risk Assessment – Myanmar. Draft. Version 3 February, pp. 48-49. 
25 Ibid, p. 50. 
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2. Strengths 

35. The following strengths of DOH’s FM arrangements have been identified (based on the 
FMAQ as well as, more generally, on the functioning of the GOM’s FM system): 
 

• The annual planning and budgeting process of DOH is relatively well-functioning and 
includes the use of physical targets where relevant. 

• DOH’s finance/accounting staff are sufficiently qualified and experienced to implement FM 
as per GOM requirements, and turnover among key staff is low. 

• DOH’s accounting and internal control procedures are based on national requirements, 
and functions are adequately segregated. 

• The process of preparing financial reports is well-documented, adequate and applied with 
sufficient rigor to give some confidence in the accuracy of aggregate records. 

• The external audit of foreign-funded projects is undertaken by the OAG and hence based 
on country systems. 

 
36. These elements are thus considered relevant for ADB to rely on for project implementation 
as they are well-developed and competently applied. 
 

3. Weaknesses 

37. The following weaknesses of the DOH’s FM arrangements have been identified: 
 

• The finance/accounting staff of DOH lack knowledge of and experience with the FM 
requirements and procedures of externally-funded projects, including ADB projects. 

• DOH has no entity-specific accounting and internal control manual / documentation. 
• There is no internal audit function set up within DOH. 
• It takes the Accounting and Finance Section up to three months to prepare financial 

reports. 
• DOH has no computerized FM information system, and spreadsheets are used only 

sporadically. 
• There are examples of deficiencies in the coverage and timeliness in the external audit 

undertaken by OAG for on-going ADB-financed projects. 
 
38. ADB cannot rely on these elements for project implementation, and they should hence be 
improved. 
 

4. Personnel, Accounting, Internal Control, Internal Audit and External Audit 

39. This section reviews specific elements of the DOH’s FM systems and procedures, taking 
into account the expected role and responsibilities of the PMU. 
 
40. Personnel – The Accounting and Finance Section of DOH will not be making available 
the staff needed to undertake project FM tasks related to disbursements, accounting and financial 
reporting. This is due to capacity and time reasons (the planned implementation period is five 
years) and also since the existing accounting staff are not familiar with ADB’s procedures and 
requirements. Instead, two dedicated finance/accounting specialists will be engaged as part of 
the PMU team to undertake the project-related FM tasks. 
 
41. The finance/accounting specialists to be hired are expected to have 
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academic/professional qualifications that are relevant for the FM tasks to be undertaken, and 
should preferably be certified public accountants (CPAs),26 have a minimum of five years relevant 
work experience, and have previous experience with donor-funded projects, preferably from 
previous ADB projects. 
 
42. To the extent that the preferred candidates for the finance/accounting specialist position 
would not have previous experience with ADB projects, guidance and training on ADB procedures 
(as per the Loan Disbursement Handbook) should be provided, preferably prior to project start. 
This should include imprest account management and procedures, statement of expenditure 
(SoE), withdrawal applications, financial reporting, and external audit. 
 
43. Accounting – The GOM’s basis for accounting is cash. There are no standards or 
statements of practice that apply to government financial statements,27 but the OAG and the 
Myanmar Accountancy Council (MAC)28 are in the process of developing public sector accounting 
standards. The GOM’s classification structure for formulating, executing, and reporting on the 
budget is not fully consistent with modern classification structures.29 
 
44. It is not clear that written policies, procedural guidelines or manuals covering routine FM 
and related administrative activities exist, and the few available documents are outdated (e.g. 
instructions on financial planning and guidelines on financial control were published in 1972 and 
1994, respectively).30 DOH has prepared no separate documentation to guide its FM activities, 
including for accounting and financial reporting. 
 
45. GOM entities generally make payment transactions through the Myanma Economic Bank 
(MEB), a commercial public bank under the purview of MOPF, by cheque or transfer. DOH’s 
authorized signatories for bank accounts are the Director General and the Director for the 
Accounting and Finance Section. DOH does not use internet banking. The use of physical cash 
is generally limited, and DOH reports that it does not hold petty cash.  
 
46. Payroll is prepared monthly by DOH based on personnel records, and processing involves 
the Administration, Accounting and Finance, and Human Resources Sections. Authorization 
controls exist for the preparation of the payroll as well as for changes to the payroll. 
 
47. DOH maintains a Fixed Assets Register that is updated monthly. Subsidiary records (fixed 
assets, inventories and stocks) are kept up-to-date as changes occur. Reviews of physical 
inventories are undertaken half-yearly and yearly, and reconciliation vis-à-vis registers done. 
Assets are not covered by insurance policies. 
 
48. The PMU will set up and maintain separate accounts and records for all expenditures 
incurred by the project. The basis of accounting to be applied by the PMU will be cash, and reports 
to the GOM and ADB will thus likewise be prepared on that basis. The reporting currency to the 
GOM will be Myanmar Kyat, and the reporting currency to ADB will be US $. 
 
49. It is advisable that the PMU prepares and applies an Accounting Manual (or – as a 
minimum – guidance note), which is based on and follows ADB’s Loan Disbursement Handbook, 
                                                
26 Hence would be members of Myanmar Institute of Certified Public Accountants (MICPA) [http://www.myanmar-icpa.org/#]. 
27 World Bank. 2013. op.cit., p. 87. 
28 Accounting standards are set by the MAC, the conferring body for accountancy practice and licenses, which is headed by OAG. 

The Myanmar Institute of Certified Public Accountants (MICPA) is an advisory body to the MAC as regards accounting standards. 
29 World Bank. 2013. op.cit., p. 38. 
30 It is understood that MOPF has prepared updated financial rules and regulations with support from the International Monetary Fund 

(IMF), but these are yet to be finalized, published and applied. 

http://www.myanmar-icpa.org/
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so as to provide guidance on all relevant FM-related project activities. 
 
50. Experience from an on-going ADB-financed project (Maubin-Phyapon Road Rehabilitation 
Project) implemented by DoH through a PMU shows that setting up a PMU does not in itself 
ensure proper project management, including FM. OAG’s audit opinion on the 2015/16 (10 May 
2015 to 31 March 2016) project financial statements was qualified. This was because the 
DOH/MOC in the financial statements included GOM counterpart funding that had in fact been 
paid in 2014/15 (i.e. prior to project start as well as outside the financial year covered by the 
financial statements). Furthermore, the Management Letter contained a number of specific 
findings, including delays in project implementation, lack of unit price for quality- and cost-based 
selection (QCBS), inadequate supervision of contractor performance, lack of agreement with 
contractors on handover of vehicles to DOH, lack of adherence with MOPF tax instructions, ADB’s 
shopping method not followed, cost of vehicle spare parts not deemed reasonable, and non-
compliance with the PAM in preparing withdrawal applications related to civil work. These issues 
show that DOH and the PMU have significant challenges implementing the project properly, 
including as regards FM.31 
 
51. Internal control – DOH’s accounting procedures include internal control procedures such 
as for preparing and approving payment transactions. All payments are reviewed by DOH’s 
Accounting and Finance Section as well as MOC’s Accounting Department, including by making 
comparisons with the budget estimates, before payments are authorized vis-à-vis MOPF. Other 
controls follow from the general ledger and subsidiary ledgers being reconciled on a monthly 
basis. 
 
52. Duties are segregated in that functional responsibilities are performed by different staff 
within the Accounting and Finance Section, including to authorize the execution of transactions, 
record these, take custody of the involved assets, and reconcile bank accounts and subsidiary 
ledgers. Also, the functions of ordering, receiving, accounting for, and paying for goods and 
services are appropriately segregated between staff and units. 
 
53. As mentioned, DOH does not use petty cash which in itself mitigates risks. Also, DOH has 
no internet banking facility. All payments are made by MOPF via the MEB. 
 
54. As regards the reconciliation processes undertaken in preparing financial reports, these 
are well-documented, appear adequate, and are applied with sufficient rigor to give some 
confidence in the accuracy of aggregate records.32 
 
55. Internal audit – DOH does not have an internal audit function in place. This means that 
an important element of the internal assurance process as regards the functioning of the FM 
system is missing, and hence that DOH’s management may not receive sufficient information as 
to whether FM procedures are being conducted effectively and adequately. 
 
56. External audit – Entity-level financial statements are audited annually by the OAG, which 
also undertakes some performance audits and other types of external audits. The timeliness of 
financial/compliance audits has improved in recent years and is carried out based on national 
standards that are consistent with the audit standards of the International Organization of 
Supreme Audit Institutions (INTOSAI).33 Auditees are required to respond to OAG’s audit findings 
                                                
31 ADB recently (on 24 March 2017) requested information/comments from DOH’s PMU on the auditor’s findings and 

recommendations, but a status on their implementation is not yet available. 
32 World Bank. 2013. op.cit., p. 81. 
33 International Standards of Supreme Audit Institutions (ISSAI). 



12 
 

and recommendations within one month, and follow-up on the implementation of remedial 
measures is done by OAG during the audit the next year. 
 
57. OAG’s entity-level audit reports on DOH have not been available for review. There are, 
according to DOH, no previous entity-level audit findings that have not been addressed. 
 
58. External audit of externally-financed projects are undertaken by OAG. It is not clear 
whether this is done based on a Terms of Reference (ToR) that has been agreed with ADB (since 
ToRs do not appear to have been prepared for other ADB investment projects in Myanmar). 
Hence the specific requirements for OAG auditing the project financial statements are not known, 
and thus also not whether OAG has sufficient knowledge and understanding of ADB’s guidelines 
and procedures, including for disbursement. 
 
59. OAG’s Audit Report and Management Letter for the 2015/16 (10 May 2015 to 31 March 
2016) project financial statements of the ADB-financed Maubin-Phyapon Road Rehabilitation 
Project have been reviewed. The Audited Project Financial Statements (APFS) includes ADB’s 
Standard Review Checklist, which notes the following deficiencies in OAG’s audit: 
 
• Reference is made in the project financial statements to notes, but such are not provided. 
• There is no specific opinion on the use of proceeds for purposes intended. 
• There is no specific opinion on compliance with imprest funds procedures. 
• The Management Letter does not include management’s comments on the audit 

recommendations, and there was no time frame for implementation. 
• The Audit Report was submitted to ADB two months after the due date. 
 
60. As mentioned earlier, ADB in March 2017 requested DOH to provide information on the 
implementation of audit recommendations, which is yet to be received. The extent to which 
material issues remain unaddressed is thus not yet clear. 
 

5. Financial Reporting Systems, including Use of Information Technology 

61. As noted above, the Accounting and Finance Section of DOH does not have a 
computerized FMIS in place and spreadsheets are used only for some financial reporting 
purposes. All bookkeeping tasks are done manually using ledgers and other paper-based records. 
While reporting is done on a monthly, quarterly and annual basis, the lack of computerization 
means that the processes of aggregation and reconciliation can take up to three months. This 
significantly delays the production of reports, and has as a consequence that limited analysis is 
undertaken which weakens the usefulness of reports for management. 
 
62. PMUs established to manage ADB-funded projects in Myanmar apply spreadsheets for 
accounting and financial reporting purposes (rather than dedicated accounting software). This is 
also planned for the GMS Highway Modernization Project which, given the number of transactions 
expected, seems practical and acceptable. However, using spreadsheets may involve risks 
regarding information security and back-up, which potentially could compromise the integrity of 
project accounting records. The PMU must therefore ensure full and frequent data back-up of 
financial data as well as safe storage of the applied medium. However, this does not necessitate 
that the PMU installs and applies dedicated accounting software. 
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6. Funds Flow Mechanism and Disbursement Arrangements 

63. The loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2015, as amended from time to time), and detailed arrangements agreed upon 
between the GOM and the ADB. ADB funds will be managed by the PMU using the imprest fund 
and statement of expenditure (SoE) procedures of disbursement. 
 
64. For the incremental administration costs part of the ADB loan, DOH will (through the PMU) 
establish an imprest account in US dollars at a commercial bank to be proposed by the MOPF 
and acceptable to ADB. The account will be established, managed and liquidated in accordance 
with ADB’s Loan Disbursement Handbook,34 and detailed arrangements agreed by the GOM and 
ADB. The ceiling of the imprest will be $100,000. The imprest account will be used exclusively for 
ADB’s share of eligible expenditures. DOH will be accountable and responsible for proper use of 
advances to the imprest account.  
 
65. The FMA overall finds that DOH has a number of FM weaknesses and related fiduciary 
risks. The SOE procedure will therefore be used for reimbursement of eligible expenses and 
liquidation of advances to the imprest account. In line with ADB’s Loan Disbursement Handbook 
(2015), paragraph 9.18, it is proposed that a ceiling in the equivalent of $10,000 per individual 
payment be applied on the use of the SOE procedure. Supporting documents and records for 
expenditures claimed under the SOE procedure must be maintained by DOH and made readily 
available for review by ADB's disbursement and review missions, upon ADB's request for 
submission of supporting documents on a sampling basis, and for independent audit. 
 
66. For efficiency reasons, the minimum value per withdrawal application is $100,000 
equivalent, unless otherwise approved by ADB. ADB reserves the right not to accept withdrawal 
applications below the minimum amount. 
 
67. The disbursement arrangements as well as related accounting and auditing set-ups are 
further detailed in Chapter V for the Project Administration Manual (PAM). 
 
E. Risk Description and Rating – Including the Financial Management and Internal 

Control Risk Assessment 

68. The review shows that the GOM’s PFM system and the FM procedures applied by DOH 
overall have many weaknesses. These and the resulting fiduciary risks are summarized in the 
table below together with proposed mitigation measures. 
 
  

                                                
34 ADB’s Loan Disbursement Handbook describes which supporting documents should be submitted to ADB and which should be 

retained by the government for liquidation and replenishment of an imprest account. The bank charges incurred in operating the 
imprest account can be financed from the loan proceeds. (http://www.adb.org/sites/default/files/institutional-document/33606/adb-
loan-disbursement-handbook.pdf) 

http://www.adb.org/sites/default/files/institutional-document/33606/adb-loan-disbursement-handbook.pdf
http://www.adb.org/sites/default/files/institutional-document/33606/adb-loan-disbursement-handbook.pdf
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Table 1: Financial Management Risks 

Risk Type Risk Description 
Risk Assessment 

(without 
mitigation)a 

Mitigation Measures / 
Risk Management Plan 

Inherent Risk b 
Country-level risks The GOM’s PFM system 

has a number of 
significant shortcomings, 
including lack of updated 
legislation and regulations 
as well as a weak control 
environment which, 
together with still limited 
budget 
comprehensiveness and 
transparency, expose the 
system to fiduciary risk. 

High ADB will continue, if and 
as possible, providing 
technical support and 
undertaking policy-level 
initiatives to address 
systemic FM issues in 
order to strengthen the 
GOM’s PFM system and 
applied procedures. 

Entity-specific 
risks 

DOH, in its role as IA, has 
limited practical and 
operational experience 
with the implementation of 
externally-financed 
projects, including as 
regards FM. 
The FM responsibilities of 
the PMU are clearly 
outlined. 

Moderate The PMU will undertake 
the day-to-day 
management of the 
project, including all FM 
tasks. 

Overall Inherent Risk Substantial - 
Project Risk c 
Planning and 
budgeting 

While the GOM’s 
framework for annual and 
medium-term budgeting is 
rudimentary, DOH’s 
budget process is 
relatively well-functioning 
and enables monthly 
monitoring. 

Low - 

Funds flow The funds flow 
arrangements for ADB’s 
loan are clear, and the 
government counterpart 
funding covers limited and 
clearly identified activities. 

Low - 
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Risk Type Risk Description 
Risk Assessment 

(without 
mitigation)a 

Mitigation Measures / 
Risk Management Plan 

Staffing Finance/accounting staff 
are sufficiently qualified 
and experienced to 
implement FM as per 
GOM requirements, and 
turnover among key staff 
is low, but knowledge of 
ADB requirements is 
limited. 

Moderate The PMU will engage 
two full-time finance and 
administration staff for 
the full duration of the 
project. Training on ADB 
procedures will, if 
required, be provided at 
project start. 
ADB and DOH will 
consider measures to 
build up the capacity of 
the Accounting and 
Finance Section so that 
it, over time, will be able 
to manage foreign-
funded projects. 

Accounting Accounting and internal 
control procedures are 
based on national 
requirements, but DOH-
specific written guidance / 
documentation is absent. 
A PMU for an on-going 
ADB-financed project has 
significant challenges 
properly managing the 
project, including for FM. 

High A project-specific FM 
manual, or guidance 
note, will be developed 
by the PMU, taking into 
account the 
implementation 
experience from the on-
going ADB-financed 
projects. The 
manual/note will be 
reviewed and approved 
by ADB. 

Internal audit The absence of an 
internal audit function 
means a lack of 
assurance to DOH 
management that the FM 
system and processes is 
effective and adequate. 

High MOC, DOH and ADB will 
discuss the possibility of 
MOC’s Internal Audit Unit 
covering DOH’s 
activities, including ADB-
financed projects, and 
operationalize a fitting 
approach if/as agreed. 

Reporting The aggregation and 
reconciliation process in 
preparing financial reports 
is thorough, but takes up 
to three months which 
limits the value of 
reporting to monitor 
budget performance. 

Substantial The PMU will develop a 
project-specific FM 
manual, or guidance 
note, taking into account 
the implementation 
experience from the on-
going ADB-financed 
projects. The 
manual/note will be 
reviewed and approved 
by ADB. 
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Risk Type Risk Description 
Risk Assessment 

(without 
mitigation)a 

Mitigation Measures / 
Risk Management Plan 

Information 
systems 

FM is almost exclusively 
done manually, DOH has 
no computerized FMIS 
and spreadsheets are 
only sporadically used, 
which increases the risk 
of errors and processing 
time. 

High DOH will prepare and 
implement an IT 
improvement strategy for 
the Administration and 
Finance Section. 

External audit Deficiencies in the 
coverage and timeliness 
of OAG’s project audit 
undermine the purpose of 
external audit as regards 
the credibility of the 
financial statements and 
the accountability of the 
IA. 

High The PMU will develop an 
adequate and 
comprehensive ToR to 
be reviewed and formally 
approved by ADB. 
ADB and DOH will 
separately agree an 
approach for monitoring 
the implementation of 
audit recommendations. 

Overall Project Risk Substantial - 
Overall Risk Substantial - 

ADB = Asian Development Bank, DOH = Department of Highways, FM = financial management, FMIS = financial 
management information system, GOM = Government of Myanmar, MOC = Ministry of Construction, OAG = Office of 
the Auditor General, PMU = Project Management Unit, ToR = Terms of Reference. 
a  Low, moderate, substantial, high. The assessment is based on the likelihood of occurrence and degree of impact. 
b  Inherent Risk is the susceptibility of the project FM system to factors arising from the environment in which it operates, 

such as country or sector-level rules and regulations as well as the agency’s working environment (assuming absence 
of any counter-checks or internal controls). 

c  Project Risk is the risk that the project 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. 

Source: Asian Development Bank. 
 
69. The table shows that the overall fiduciary risk for the project pre-mitigation is considered 
to be substantial. This is a result of a substantial risk rating for the country system, substantial 
rating for the agency-specific risks, and combined substantial control risk rating for the project FM 
elements. When proposed mitigation measures are taken into account, the overall fiduciary risk 
will be considered as moderate. 
 
F. Proposed Time-Bound Action Plan 

70. Based on the identified FM challenges and related fiduciary risks, a number of specific 
actions are recommended to be undertaken. These are outlined in the table below. 
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Table 2: Financial Management Action Plan 
 Risk Description Risk Action Item Period Responsibility 

1 

Staffing: 
Finance/accounting staff 
are sufficiently qualified and 
experienced to implement 
FM as per GOM 
requirements, and turnover 
among key staff is low, but 
knowledge of ADB 
requirements is limited. 

Moderate 

Hiring two full-time 
finance and 
administration staff for 
the PMU through a 
competitive process. 

2017 DOH 

Training on ADB FM 
procedures provided. 

2017-
2021 

PMU/DOH, 
ADB 

Preparing and 
implementing a 
capacity development 
concept for the 
Accounting and 
Finance Section on 
FM of foreign-funded 
projects. 

2018-
2022 DOH, ADB 

2 

Accounting: Accounting and 
internal control procedures 
are based on national 
requirements, but DOH-
specific written guidance / 
documentation is absent. 
A PMU for an on-going 
ADB-financed project has 
significant challenges 
managing the project 
properly, including for FM. 

High 

Drafting a project-
specific FM manual, 
or guidance note, for 
the PMU. 

2017 PMU/DOH, 
ADB 

3 

Internal audit: Absence of 
an internal audit function 
means a lack of assurance 
to DOH management that 
the FM system and 
processes is effective and 
adequate. 

High 

Discussing the 
possibility of MOC’s 
Internal Audit Unit 
covering DOH’s 
activities, including 
ADB-financed 
projects. 

2017 MOC, DOH and 
ADB 

Incorporating DOH 
and ADB-financed 
projects into the 
annual work plans of 
MOC’s Internal Audit 
Unit. 

2018-
2021 

MOC, DOH and 
ADB 

4 

Reporting: The aggregation 
and reconciliation process 
in preparing financial 
reports is thorough, but 
takes up to three months 
which limits the value of 
reporting to monitor budget 
performance. 

Substantial 

Drafting a project-
specific FM manual, 
or guidance note for 
the PMU. 

2017 PMU/DOH, 
ADB 
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 Risk Description Risk Action Item Period Responsibility 

5 

Information systems: FM is 
almost exclusively done 
manually, DOH has no 
computerized FMIS and 
spreadsheets are only 
sporadically used, which 
increases the risk of errors 
and processing time. 

High 

Preparing and 
implementing an IT 
improvement strategy 
for the Administration 
and Finance Section. 

2018 DOH 

6 

External audit: Deficiencies 
in the coverage and 
timeliness of OAG’s project 
audit undermine the 
purpose of external audit as 
regards the credibility of the 
financial statements and the 
accountability of the IA. 

High 

Developing an 
adequate and 
comprehensive ToR 
for external audit to 
be reviewed and 
formally approved by 
ADB. 

2017-
2018 

PMU/DOH, 
ADB 

Agreeing and 
documenting an 
approach to monitor 
the implementation of 
audit 
recommendations. 

2018 DOH, ADB 

ADB = Asian Development Bank, DOH = Department of Highways, FM = financial management, 
FMIS = financial management information system, GOM = Government of Myanmar, MOC = 
Ministry of Construction, OAG = Office of the Auditor General, PMU = Project Management Unit, 
ToR = Terms of Reference. 
Source: Asian Development Bank (ADB). 
 
71. The proposed FM Action Plan will be discussed and agreed between ADB and the MOC, 
in its function as EA, prior to loan negotiations. The agreed FM Action Plan should thereafter be 
considered a rolling plan to be regularly reviewed for progress, and updated on this basis as well 
as if new FM elements are identified to require improvements. 
 
G. Suggested Financial Management Covenants 

72. The following is proposed as FM covenants for the project: 
 
• The Borrower shall cause the EA to: 

(i) maintain separate accounts and records for the Project and the Loan; 
(ii) prepare annual financial statements for the Project and the Loan in accordance 

with accounting principles acceptable to ADB; 
(iii) have such financial statements audited annually by independent auditors whose 

qualifications, experience and terms of reference are acceptable to ADB, in 
accordance with international standards for auditing or the national equivalent 
acceptable to ADB; 

(iv) as part of each such audit, have the auditors prepare a report (which includes the 
auditors’ opinion on the financial statements, use of the Loan proceeds and 
compliance with the financial covenants of the Loan Agreement as well as on the 
use of the procedures for imprest fund(s) and statement of expenditures) and a 
Management Letter (which sets out the deficiencies in the internal control of the 
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Project that were identified in the course of the audit, if any); 
(v) furnish to ADB, no later than six months after the end of each related fiscal year, 

copies of such audited financial statements, Audit Report and Management Letter, 
all in the English language, and such other information concerning these 
documents and the audit thereof as ADB shall from time to time reasonably 
request. 

• ADB shall disclose the annual audited financial statements for the Project and the opinion of 
the auditors on the financial statements within 14 days of the date of ADB’s confirmation of 
their acceptability by posting them on ADB’s website. 

• The Borrower shall enable ADB, upon ADB’s request, to discuss the financial statements for 
the Project and the Borrower’s financial affairs where they relate to the Project with the 
auditors appointed, and shall authorize and require any representative of such auditors to 
participate in any such discussions requested by ADB. This is provided that such discussions 
shall be conducted only in the presence of authorized officer of the Borrower, unless the 
Borrower shall otherwise agree, 

• The Borrower shall enable ADB’s representatives to inspect the Project, the Goods and 
Works, and any relevant records and documents. 

 
H. Conclusion 

73. The GOM’s PFM system has in recent years undergone some important and 
transformational developments. However, it overall remains very weak and there continues to be 
shortcomings regarding many specific PFM elements and procedures. This is in particular seen 
in the areas of comprehensiveness and transparency, budget execution control, and accounting 
and financial reporting. It is noted though that the GOM through MOPF is demonstrating 
commitment to reforming and improving the PFM system. 
 
74. Since DOH’s FM is based on and functions within the existing GOM framework, it is 
affected by the overall systemic issues of the GOM and hence has many of the deficiencies and 
limitations of the overall PFM system. However, a number of strengths in DOH’s FM arrangements 
have also been identified, including a relatively well-functioning annual planning and budgeting 
process, qualified and experienced finance/accounting staff with a low turnover rate, adequate 
segregation of accounting and internal control procedures, and well-documented and rigorous 
financial reporting process. 
 
75. Establishing a PMU with dedicated FM staff and applying specific ADB procedures for FM 
is expected to provide overall adequate and sufficient safeguards. Some further mitigation 
measures are proposed to address specific identified FM risks. However, it needs to be ensured 
that the PMU will be well-functioning (i.e. the problems facing an existing PMU need to be 
avoided), which requires that capable managers and competent staff are engaged as well as 
adequate management and technical procedures are outlined and implemented. Furthermore, 
the required external audit arrangements need to be properly documented in the form of a ToR 
and communicated to the OAG, and an efficient monitoring process put in place for the 
implementation of audit recommendations. 
 
76. On this basis, and with the PMU being established and other specific mitigation measures 
being implemented, the planned project FM arrangements are considered satisfactory. 
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APPENDIX A – ORGANIZATIONAL CHARTS 
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APPENDIX B – PROPOSED FUNDS FLOW 
 
 

 
 
1   Includes relocation support for affected people (if required), utility relocation, and removal and 
replanting of roadside trees. 
ADB = Asian Development Bank, DOH = Department of Highways, EA = Executing Agency, IA = 
Implementation Agency, MOC = Ministry of Construction. 
Source: Asian Development Bank (ADB). 
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APPENDIX C – FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE (FMAQ) 
 

Topic Response 
1. Implementing Agency (IA)  
1.1 What is the entity’s legal status / 

registration?  
The Government of Myanmar (GOM) 
established Public Works (PW) as a 
State Economic Enterprise (SEE) in 
1965. It was in April 2015 reconstituted 
as four departments under the Ministry 
of Construction (MOC): Department of 
Urban and Housing Development, 
Department of Building Administration, 
Department of Bridges, and Department 
of Highways (DOH). 

1.2 How much equity (shareholding) is owned by 
the Government? 

n.a. 

1.3 Obtain the list of beneficial owners of major 
blocks of shares (non-governmental portion), 
if any. 

n.a. 

1.4 Has the entity implemented an externally-
financed project in the past? If yes, please 
provide details.  

Yes. DOH is currently implementing two 
ADB-financed projects: 
• Greater Mekong Subregion East-West 

Economic Corridor Eindu to 
Kawkareik Road Improvement Project 
(46422-003). 

• Maubin-Phyapon Road Rehabilitation 
Project (47086-002). 

DOH is also implementing JICA-
financed projects (Bago River Bridge 
Construction Project and East-West 
Economic Corridor Improvement 
Project) and a World Bank project 
(Myanmar Flood and Landslide 
Emergency Recovery Project). 

1.5 Briefly describe the statutory reporting 
requirements for the entity. 

DOH prepares an annual report that is 
submitted to the Ministry of Construction 
(MOC) for approval. It is then forwarded 
to the Office of the Auditor General 
(OAG). 

1.6 Describe the regulatory or supervisory 
agency of the entity. 

Ministry of Construction (MOC). 

1.7 What is the governing body for the project? 
Is the governing body for the project 
independent?  

DOH will establish a dedicated PMU 
that will be responsible for project 
implementation and project 
management, including compliance with 
ADB disbursement and reporting 
procedures. The PMU will be led by a 
Chief Engineer as Project Director, and 
Assistant Directors will lead each sub-
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Topic Response 
project. The Project Director will report 
directly to the Director General of DOH 
as well as to MOC. 
The PMU is independent in its project 
implementation and management 
functions.  

1.8 Obtain current organizational structure and 
describe key management personnel. Is the 
organizational structure and governance 
appropriate for the needs of the project?  

DOH consists of 20 organization units 
structured into three divisions – 
Planning Division, Construction Division 
and Maintenance Division. The PMU will 
implement and manage the project. 
The planned organizational set-up in the 
form of a PMU and the related 
governance arrangements are 
considered appropriate for the needs of 
the project. 

1.9 Does the entity have a Code of Ethics in 
place? 

DOH must abide by the GOM’s Code of 
Ethics. 

1.10 Describe (if any) any historical issues reports 
of ethics violations involving the entity and 
management. How were they addressed? 

None. 

2. Funds Flow Arrangements   
2.1 Describe the (proposed) project funds flow 

arrangements in detail, including a funds 
flow diagram and explanation of the flow of 
funds from ADB, government and other 
financiers, to the government, EA, IA, 
suppliers, contractors, ultimate beneficiaries, 
etc. as applicable.  

The funds flow will be similar to on-
going ADB-financed projects. A draft 
funds flow chart has been prepared 
during the pre-fact-finding mission and 
is included in the draft Project 
Administration Manual (PAM), Chapter 
IV. 

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

ADB will make direct payments to 
consultants and contractors. An imprest 
account will be set up for incremental 
administration costs. These 
arrangements are standard for ADB-
financed investment projects, and are 
also for this project considered 
satisfactory. 

2.3 Are the disbursement methods appropriate? Loan proceeds will be disbursed in 
accordance with ADB’s Loan 
Disbursement Handbook (2015, as 
amended from time to time), and 
detailed arrangements agreed upon 
between the Government of Myanmar 
(GOM) and ADB. The methods are 
considered appropriate. 

2.4 What have been the major problems in the 
past involving the receipt, accounting and/or 
administration of funds by the entity?  

The OAG’s audit opinion on the 2015/16 
(10 May 2015 to 31 March 2016) 
Audited Project Financial Statements 



25 
 

 
 

Topic Response 
(APFS) for the Maubin-Phyapon Road 
Rehabilitation Project was qualified. 
This was because the DOH/MOC in the 
financial statements had included GOM 
counterpart funding that had actually 
been paid in 2014/15. 
Furthermore, the Management Letter 
contained a number of specific findings, 
including delays in project 
implementation, lack of unit price for 
quality- and cost-based selection 
(QCBS), inadequate supervision of 
contractor performance, lack of 
agreement with contractors regarding 
handover of vehicles to DOH, lack of 
adherence with MOPF tax instruction, 
ADB’s shopping method not followed, 
cost of vehicle spare parts not deemed 
reasonable, and non-compliance with 
PAM in preparing withdrawal 
applications related to civil work. 
These issues indicate that the DOH and 
one of the existing PMUs have 
significant challenges implementing the 
project properly, including as regards 
financial management. 

2.5 In which bank will the Imprest Account (if 
applicable) be established?  

Myanmar Economic Bank (MEB). 

2.6  Is the bank in which the imprest account is 
established capable of − 

• Executing foreign and local currency 
transactions? 

• Issuing and administering letters of credit 
(LC)? 

• Handling a large volume of transaction? 
• Issuing detailed monthly bank statements 

promptly? 

Yes. 

2.7 Is the ceiling for disbursements from the 
imprest account and statement of 
expenditure (SOE) appropriate/required? 

Proposed to be $100,000, which is 
appropriate given the type of 
expenditures considered. 

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

Yes. 

2.9 Does the PIU have adequate administrative 
and accounting capacity to manage the 
imprest fund and SOE procedures in 
accordance with ADB’s Loan Disbursement 
Handbook (LDH)? Identify any concern or 

The PMU will have adequate 
administrative and accounting capacity 
to undertake the required tasks. 
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uncertainty about the PIU’s administrative 
and accounting capability which would 
support the establishment of a ceiling on the 
use of the SOE procedure. 

2.10 Is the entity exposed to foreign exchange 
risk? If yes, describe the entity’s policy and 
arrangements for managing foreign 
exchange risk. 

No. The imprest account will be 
maintained in $. 

2.11 How are the counterpart funds accessed? DOH’s annual budget is approved by 
Parliament. Accessing funds follows a 
standard process of requesting and 
receiving funds from MOC with the 
approval of the MOPF. 

2.12 How are payments made from the 
counterpart funds? 

Contractors will submit invoices to the 
PMU. The PMU will review the invoices, 
approve them for payment, and then 
transfer them to DOH’s Accounting and 
Finance Section for review. The 
Accounting and Finance Section will 
submit approved invoices to MOC’s 
Accounting Department which will 
authorize MOPF to make payments. 

2.13 If project funds will flow to communities or 
NGOs, does the PIU have the necessary 
reporting and monitoring arrangements and 
features built into its systems to track the use 
of project proceeds by such entities? 

n.a. 

2.14 Are the beneficiaries required to contribute to 
project costs? If beneficiaries have an option 
to contribute in kind (in the form of labor or 
material), are proper guidelines and 
arrangements formulated to record and 
value the labor or material contributions at 
appraisal and during implementation? 

n.a. 

3. Staffing   
3.1 What is the current and/or proposed 

organizational structure of the accounting 
department? Attach an organization chart. 

DOH’s Accounting and Finance Section 
has 53 staff in total. An organization 
chart has been provided and is included 
as Appendix A in the FMA report. 

3.2 Will existing staff be assigned to the project, 
or will new staff be recruited? 

The PMU will have 13 staff as well as 
support staff, which will be recruited 
once the PMU is set up. 

3.3 Describe the existing or proposed project 
accounting staff, including job title, 
responsibilities, educational background and 
professional experience. Attach job 
descriptions and CVs of key existing 
accounting staff.  

Two PMU positions will be for finance 
and administration. Job descriptions, 
which are yet to be prepared, will define 
roles, responsibilities, lines of 
supervision and limits of authority. 
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3.4 Is the project finance and accounting 

function staffed adequately?  
It will be once the PMU is set up and all 
positions have been filled. 

3.5 Are the project finance and accounting staff 
adequately qualified and experienced?  

The staff of DOH’s Accounting and 
Finance Section are, given their current 
tasks, appropriately qualified and 
experienced. 
The hiring process will ensure that the 
PMU’s two administration and finance 
staff are adequately qualified and 
experienced. 

3.6 Are the project finance and accounting staff 
trained in ADB procedures, including the 
disbursement guidelines (i.e., LDH)?  

The new PMU staff may require training 
in ADB procedures, including 
disbursement guidelines (i.e. LDH). 

3.7 What is the duration of the contract with the 
project finance and accounting staff?  

The new PMU staff will be hired for the 
period of the project (i.e. 2017-2022). 

3.8 Identify any key positions of project finance 
and accounting staff not contracted or filled 
yet, and the estimated date of appointment. 

DOH plans to nominate existing staff to 
the PMU, hence new staff from outside 
DOH may not be required. 

3.9 For new staff, describe the proposed project 
finance and accounting staff, including job 
title, responsibilities, educational background 
and professional experience. Attach job 
descriptions. 

See # 3.3 above. 

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

See # 3.3 above. 

3.11  What is the turnover rate for finance and 
accounting personnel (including 
terminations, resignations, transfers, etc.)?  

Turnover in DOH’s Accounting and 
Finance Section is low. Some key staff 
have been employed in DOH for 30 
years or more. 

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

Staff receive training in new finance and 
accounting procedures when needed. 

3.13 Describe the list of training programs 
attended by finance and accounting staff in 
the last 3 years. 

Training on new finance and accounting 
procedures is organized annually by 
DOH and OAG. 

4. Accounting Policies and Procedures   
4.1 Does the entity have an accounting system 

that allows for the proper recording of project 
financial transactions, including the 
allocation of expenditures in accordance with 
the respective components, disbursement 
categories, and sources of funds (in 
particular, the legal agreements with ADB)? 
Will the project use the entity accounting 
system? If not, what accounting system will 
be used for the project? 

DOH’s accounting and financial 
reporting approach is based on that of 
the GOM. Procedures are manual and 
supplemented by spreadsheets for 
reporting purposes. 
The PMU will set up a separate financial 
management system for the use of 
project. 
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4.2 Are controls in place concerning the 

preparation and approval of transactions, 
ensuring that all transactions are correctly 
made and adequately explained?  

Yes. All payments are reviewed by 
DOH’s Accounting and Finance Section 
as well as MOC’s Accounting 
Department, including by making 
comparisons with the budget estimates, 
before payments are authorized vis-à-
vis MOPF. 

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

No. The PMU will therefore apply a 
separate chart of accounts tailored for 
the specific accounting and financial 
reporting needs of the project. 

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

Yes. DOH undertakes work for a 
number of government agencies and 
accounts for them separately. 

4.5 Are the General Ledger and subsidiary 
ledgers reconciled monthly? Are actions 
taken to resolve reconciliation differences? 

Yes. They are reconciled monthly and 
must balance. 

4.6 Describe the EA’s policy for retention of 
accounting records including supporting 
documents (e.g, ADB’s policy requires that 
all documents should be retained for at least 
1 year after ADB receives the audited project 
financial statements for the final accounting 
period of implementation, or 2 years after the 
loan closing date, whichever is later). Are all 
accounting and supporting documents 
retained in a defined system that allows 
authorized users easy access?  

Accounting records are kept for at least 
10 years, which is in line with 
government policy. Important 
documents, such as legal agreements, 
are retained for a longer period. 

4.7 Describe any previous audit findings that 
have not been addressed. 

None (at the entity-level). 

Segregation of Duties   
4.8 Are the following functional responsibilities 

performed by different units or persons: (i) 
authorization to execute a transaction; (ii) 
recording of the transaction; (iii) custody of 
assets involved in the transaction; (iv) 
reconciliation of bank accounts and 
subsidiary ledgers? 

Yes. Different units or persons 
authorize, execute and record 
transactions. Assets are transferred to 
responsible units upon completion. 

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

Yes. Different units or persons 
undertake ordering and receiving 
(technical units), while payment and 
accounting is done by the Accounting 
and Finance Section (Financial 
Management Group and Account 
Integration Group, respectively). 
For the project, ordering, receiving, 
payment and accounting will be 



29 
 

 
 

Topic Response 
undertaken by different persons within 
the PMU. 

Budgeting System   
4.10 Do budgets include physical and financial 

targets?  
Yes. Financial budgets are matched 
with physical targets. 

4.11 Are budgets prepared for all significant 
activities in sufficient detail to allow 
meaningful monitoring of subsequent 
performance? 

Yes. Budgets are prepared for all 
relevant activities of DOH and in 
sufficient detail so as to allow for 
monthly monitoring, 
The PMU will apply the same approach. 

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

Yes. Actual expenditures are compared 
to the budget on a monthly basis. MOC 
is required to report and explain 
significant variations to the MOPF for 
approval. 

4.13 Are approvals for variations from the budget 
required (i) in advance, or (ii) after the fact?  

Approvals for variations from the budget 
must be sought in advance. 

4.14 Is there a ceiling, up to which variations from 
the budget may be incurred without obtaining 
prior approval? 

Ideally prior approval should be sought 
for significant variations. 

4.15 Who is responsible for preparation, approval 
and oversight/monitoring of budgets?  

DOH prepares budgets, and MOC 
reviews them and submits them to the 
MOPF, which in turn submits them to 
Parliament through the President’s 
Office for approval. 

4.16 Describe the budget process. Are 
procedures in place to plan project activities, 
collect information from the units in charge of 
the different components, and prepare the 
budgets?  

Based on a ceiling provided by MOC, 
DOH prepares a budget with inputs from 
its different organizational units. The 
consolidated DOH budget is submitted 
to MOC, which reviews and 
incorporates it into the ministry budget 
before approval by MOPF and, finally, 
Parliament. 

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

 Is there evidence of significant mid-year 
revisions, inadequate fund releases against 
allocations, or inability of the EA to 
absorb/spend released funds? 

 Is there evidence that government 
counterpart funding is not made available 
adequately or on a timely basis in prior 
projects? 

 What is the extent of over- or under-
budgeting of major heads over the last 3 

Yes. The project plans and budgets 
have been developed by ADB’s PPTA 
team. 
 
No. Generally DOH has no issue 
spending government budgets (i.e. no 
systematic over- or under-budgeting is 
observed). Foreign-funded projects 
have at times been delayed as they are 
more complex and involve different 
approval processes, which for some 
projects has led to funds not having 
been spent as initialed planned. 



30 
 

Topic Response 
years? Is there a consistent trend either 
way? 

Payments   
4.18 Do invoice-processing procedures require: (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? (v) 
Checking authenticity of invoices and 
supporting documents? 

Yes. The procedures are based on a 
‘quantities acceptance sheet’ prepared 
by the technical units. The Accounting 
and Finance Section checks quantities, 
invoices and receipts vis-à-vis contracts. 

4.19 Are all invoices stamped PAID, dated, 
reviewed and approved, recorded/entered 
into the system correctly, and clearly marked 
for account code assignment?  

Yes. All invoices are reviewed, approved, 
marked with the relevant account code, 
and thereafter recorded as required. 

4.20 Do controls exist for the preparation of the 
payroll? Are changes 
(additions/deductions/modifications) to the 
payroll properly authorized? 

Yes. After review, the payroll and 
changes to the payroll are submitted for 
approval. 

Policies And Procedures   
4.21 What is the basis of accounting (e.g., cash, 

accrual) followed (i) by the entity? (ii) By the 
project? 

(i) Cash. 
(ii) Cash. 

4.22 What accounting standards are followed 
(International Financial Reporting Standards, 
International Public Sector Accounting 
Standards – cash or accrual, or National 
Accounting Standards (specify) or other?  

National accounting standards. 
The OAG – Myanmar Accountancy 
Council (MAC) – sets the accounting 
and auditing policies for the public 
sector. 

4.23 Does the project have adequate policies and 
procedures manual(s) to guide activities and 
ensure staff accountability?  

The main accounting and financial 
reporting principles will be stated in the 
PAM. The PMU will prepare a 
procedures manual to guide activities 
and ensure staff accountability. 

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

Yes. It will be updated as needed. 

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

Yes. DOH must follow the GOM’s 
accounting policy and procedures. 

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

Some FM-related instructions exist, but 
are generally outdated (e.g. instructions 
on financial planning and guidelines on 
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financial control were published in 1972 
and 1994, respectively). 

4.27 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?  

DOH’s Accounting and Finance Section 
advised that they do.  

4.28 Are manuals distributed to appropriate 
personnel?  

Yes. Guidance documents issued by 
relevant authorities are distributed to 
appropriate personnel in DOH.  

4.29 Describe how compliance with policies and 
procedures are verified and monitored. 

This is mainly done by the OAG as part 
of its annual audit. 

Cash and Bank   
4.30 Indicate names and positions of authorized 

signatories for bank accounts. Include those 
persons who have custody over bank 
passwords, USB keys, or equivalent for 
online transactions. 

DOH’s authorized signatories for bank 
accounts: Director General and Director 
(Accounting and Finance Section). 

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

Yes. No petty cash or cash on hand is 
allowed. 

4.32  Describe the collection process and cash 
handling procedures. Do controls exist for 
the collection, timely deposit and recording 
of receipts at each collection location?  

n.a. 

4.33 Are bank accounts reconciled on a monthly 
basis? Or more often?  

 Is cash on hand physically verified, and 
reconciled with the cash books? With what 
frequency is this done? 

Yes. No petty cash or cash on hand is 
allowed. 

4.34 Are all reconciling items approved and 
recorded? 

Yes. 

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

Yes. 

4.36 Are there any persistent/non-moving 
reconciling items? 

n.a. 

4.37 Are there appropriate controls in safekeeping 
of unused cheques, USB keys and 
passwords, official receipts and invoices? 

DOH does not use internet banking. 

4.38 Are any large cash balances maintained at 
the head office or field offices? If so, for what 
purpose? 

No 

4.39 For online transactions, how many persons 
possess USB keys (or equivalent), and 
passwords? Describe the security rules on 
password and access controls. 

DOH does not use internet banking. 

Safeguard over Assets   
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4.40 What policies and procedures are in place to 

adequately safeguard or protect assets from 
fraud, waste and abuse?  

GOM policies and procedures. 

4.41 Does the entity maintain a Fixed Assets 
Register? Is the register updated monthly? 
Does the register record ownership of 
assets, any assets under lien or 
encumbered, or have been pledged? 

Yes. 

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

Yes. Changes in fixed assets and stock 
are recorded as they occur. 

4.43 Are there periodic physical inventories of 
fixed assets, inventories and stocks? Are 
fixed assets, inventories and stocks 
appropriately labeled? 

Yes. Reviews of physical inventories of 
fixed assists and stock are undertaken 
half-yearly and yearly. 

4.44 Are the physical inventory of fixed assets 
and stocks reconciled with the respective 
fixed assets and stock registers, and 
discrepancies analyzed and resolved? 

Yes. 

4.45 Describe the policies and procedures in 
disposal of assets. Is the disposal of each 
asset appropriately approved and recorded? 
Are steps immediately taken to locate lost, or 
repair broken assets? 

This follows GOM policies and 
procedures. 

4.46 Are assets sufficiently covered by insurance 
policies?  

No. DOH does not take out insurance 
cover. 

4.47 Describe the policies and procedures in 
identifying and maintaining fully depreciated 
assets from active assets. 

MOPF procedures are applied. 
The PMU will apply relevant procedures 
as required. 

Other Offices and Implementing Entities   
4.48  Describe any other regional offices or 

executing entities participating in 
implementation.  

n.a. 

4.49 Describe the staff, their roles and 
responsibilities in performing accounting and 
financial management functions of such 
offices as they relate to the project. 

n.a. 

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

n.a. 

4.51  Does information among the different offices/ 
implementing agencies flow in an accurate 
and timely fashion? In particular, do the 
offices other than the head office use the 
same accounting and reporting system?  

n.a. 
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4.52  Are periodic reconciliations performed 

among the different offices/implementing 
agencies? Describe the project reporting and 
auditing arrangements between these offices 
and the main executing/implementing 
agencies. 

n.a. 

4.53 If any sub-accounts (under the Imprest 
Account) will be maintained, describe the 
results of the assessment of the financial 
management capacity of the administrator of 
such sub-accounts.  

n.a. 

Contract Management and Accounting  
4.54 Does the agency maintain contract-wise 

accounting records to indicate gross value of 
contract, and any amendments, variations 
and escalations, payments made, and 
undisbursed balances? Are the records 
consistent with physical outputs/deliverables 
of the contract? 

Yes. 

4.55 If contract records are maintained, does the 
agency reconcile them regularly with the 
contractor?  

Yes. 
The PMU will similarly undertake this 
task. 

Other   
4.56 Describe project arrangements for reporting 

fraud, corruption, waste and misuse of 
project resources. 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?  

The PMU will establish appropriate 
procedures once set up and operational. 

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

entity?  
No. The Accounting and Finance 
Section has a unit that undertakes pre-
audit, but not internal audit. 

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

n.a. 

5.3 To whom does the head of the internal audit 
report?  

n.a. 

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

n.a. 

5.5 Are actions taken on the internal audit 
findings?  

n.a. 

5.6 What is the scope of the internal audit 
program? How was it developed? 

n.a. 

5.7 Is the internal audit department 
independent?  

n.a. 

5.8 Do they perform pre-audit of transactions? n.a. 
5.9 Who approves the internal audit program? n.a. 
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5.10 What standards guide the internal audit 

program?  
n.a. 

5.11 How are audit deficiencies tracked? n.a. 
5.12 How long have the internal audit staff 

members been with the organization? 
n.a. 

5.13 Does any of the internal audit staff have an 
IT background? 

n.a. 

5.14 How frequently does the internal auditor 
meet with the audit committee without the 
presence of management? 

n.a. 

5.15 Has the internal auditor identified / reported 
any issue with reference to availability and 
completeness of records? 

n.a. 

5.16 Does the internal auditor have sufficient 
knowledge and understanding of ADB’s 
guidelines and procedures, including the 
disbursement guidelines and procedures 
(i.e., LDH)? 

n.a. 

6. External Audit – entity level  
6.1 Is the entity financial statement audited 

regularly by an independent auditor? Who is 
the auditor? 

Yes. The annual external audit of DOH 
is undertaken by the OAG. 

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

No. The fiscal year ends on 31 March, 
and audit reports are generally issued in 
September the same year. 

6.3 Is the audit of the entity conducted in 
accordance with the International Standards 
on Auditing, or the International Standards 
for Supreme Audit Institutions, or national 
auditing standards?  

Yes. The OAG performs financial and 
compliance audits consistent with the 
audit standards of the International 
Organization of Supreme Audit 
Institutions (INTOSAI). 

6.4 Were there any major accountability issues 
noted in the audit report for the past three 
years?  

No. 

6.5 Does the external auditor meet with the audit 
committee without the presence of 
management?  

DOH has no audit committee. 

6.6 Has the entity engaged the external audit 
firm for any non-audit engagements (e.g., 
consulting)? If yes, what is the total value of 
non-audit engagements, relative to the value 
of audit services? 

No. 

6.7 Has the external auditor expressed any 
issues on the availability of complete records 
and supporting documents? 

No. 

6.8 Does the external auditor have sufficient 
knowledge and understanding of ADB’s 
guidelines and procedures, including the 

Yes. 
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disbursement guidelines and procedures 
(i.e., LDH)? 

6.9 Are there any material issues noted during 
the review of the audited entity financial 
statements that were not reported in the 
external audit report? 

No. 

External Audit – project level  
6.10 Will the entity auditor audit the project 

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

It is expected that the OAG will audit the 
project financial statements. 

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

See # 6.17 below. 

6.12 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? 

See # 6.10 above. 

6.13 Has the project prepared acceptable terms 
of reference for an annual project audit? 
Have these been agreed and discussed with 
the EA and the auditor? 

No. The ToR will be prepared and 
included in the Project Administration 
Manual (PAM). 

6.14 Has the project auditor identified any issues 
with the availability and completeness of 
records and supporting documents? 

No. 

6.15 Does the external auditor have sufficient 
knowledge and understanding of ADB’s 
guidelines and procedures, including the 
disbursement guidelines and procedures 
(i.e., LDH)? 

Yes. 

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

See # 6.17 below. 

 [For second or subsequent projects] 
6.17 Were past audit reports complete, and did 

they fully address the obligations under the 
loan agreements? Were there any material 
issues noted during the review of the audited 
project financial statements and related audit 
report that have remained unaddressed? 

No. The 2015/16 (10 May 2015 to 31 
March 2016) project financial 
statements of the Maubin-Phyapon 
Road Rehabilitation Project refer to 
notes, but such were not attached to the 
Audited Project Financial Statements 
(APFS). Also, OAG’s Audit Report does 
not provide any specific opinions on the 
use of proceeds for purposes intended 
and on compliance with imprest funds 
procedures. Furthermore, the 
Management Letter did not include 
management’s comments on the audit 
recommendations, and there was no 
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time frame for implementation. 
Moreover, the Audit Report was 
submitted to ADB two months after the 
due date. 
ADB in March 2017 requested the PMU 
to provide information on the 
implementation of audit 
recommendations, which is yet to be 
received. The extent to which material 
issues remain unaddressed is thus not 
yet clear. 

7. Reporting and Monitoring   
7.1 Are financial statements and reports 

prepared for the entity?  
Yes. 

7.2 Are financial statements and reports 
prepared for the implementing unit(s)?  

n.a. 

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

Monthly, quarterly and annually. Annual 
reports are completed within 90 days 
after the year-end. 

7.4 Does the entity reporting system need to be 
adapted for project reporting?  

No. 
The PMU will apply a system that is 
separate from that of DOH (i.e. DOH’s 
entity reporting system will not as such 
be amended). 

7.5 Has the project established financial 
management reporting responsibilities that 
specify the types of reports to be prepared, 
the report content, and purpose of the 
reports?  

Project financial management reporting 
responsibilities will be established once 
the PMU has been set up. The report 
templates will be similar to those applied 
by on-going ADB-financed projects. 

7.6 Are financial management reports used by 
management?  

Yes. 

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

Yes. 

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

Financial reports are prepared manually 
as well as with the use of spreadsheets. 
PMU reports will be prepared using 
spreadsheets. 

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

No. 
The PMU will for the project establish 
procedures so as to be able to compare 
financial information with the project's 
physical progress. 
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7.10 Does the entity have experience in 

implementing projects of any other donors, 
co-financiers, or development partners? 

Yes. ADB, JICA and the World Bank 
See # 1.4 above.). Although all 
externally funded projects are 
implemented using PMUs and/or PIUs. 

8. Information Systems   
8.1 Is the financial accounting and reporting 

system computerized?  
No. 

8.2 If computerized, is the software off-the-shelf, 
or customized?  

n.a. 

8.3 Is the computerized software standalone, or 
integrated and used by all departments in 
the headquarters and field units using 
modules?  

n.a. 

8.4 How are the project financial data integrated 
with the entity financial data? Is it done 
through a module in the enterprise financial 
system with automatic data transfer, or does 
it entail manual entry? 

n.a. 

8.5 Is the computerized software used for 
directly generating periodic financial 
statements, or does it require manual 
intervention and use of Excel or similar 
spreadsheet software? 

n.a. 

8.6  Can the system automatically produce the 
necessary project financial reports?  

n.a. 

8.7 Is the staff adequately trained to maintain the 
computerized system?  

n.a. 

8.8 Do the management, organization and 
processes and systems safeguard the 
confidentiality, integrity and availability of the 
data?  

n.a. 

8.9 Are there back-up procedures in place? n.a. 
8.10 Describe the backup procedures – online 

storage, offsite storage, offshore storage, 
fire, earthquake and calamity protection for 
backups. 

n.a. 
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