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FINANCIAL MANAGEMENT ASSESSMENT 
 

EXECUTIVE SUMMARY  

1. The Financial Management Assessment (FMA) was conducted for Dhaka Water Supply 
and Sewerage Authority (DWASA) which is the implementing agency of Dhaka Water Supply 
Network Improvement Project (DWSNIP). 
 
2. DWASA will be responsible for overall management, supervision, and execution of the 
proposed project. DWASA has finalised the structure of new Project Management Unit (PMU) 
and appointed the full time Project Director. The Project Director will be supported by three 
dedicated deputy project directors. DWASA has considerable experiences in implementing 
donor-funded projects including the ADB’s on-going Dhaka Water Supply Sector Development 
Program (DWSSDP) approved in 2007 and Dhaka Environmentally Sustainable Water Supply 
Project (DESWSP) approved in 2013.  

 

3. The PMU will be responsible for all day-to-day management of the project, which include 
(i) preparing an overall project implementation plan and detailed work program; (ii) providing 
monitoring and guidance on implementation of project works; (iii) carrying out all tendering 
process and execution of contracts; (iv) preparing the project progress report and project 
completion report; and (v) ensuring full compliance with the ADB’s safeguard policies. 
 
4. DWASA need to address the following risk factors: 

(i) The unstable political situation due to the election related issues, frequent strikes, 
and hartals may result in hampering economic development and smooth 
implementation of water supply and sanitation projects; 

(ii) The present low tariff does not meet the water supply cost. DWASA is not 
allowed to increase tariff beyond 5% per annum, under the WASA Act. These 
may hamper the medium and long-term financial sustainability of DWASA;  

(iii) Though PMU structure was approved and the Project Director was appointed, 
the main positions including the Financial Management Specialist are not filled 
up. Insufficient automated accounting system and management information 
system (MIS) may also reduce the effectiveness of financial management in 
DWASA and PMU for the proposed project; and 

(iv) Frequent delays in the monthly performance reports and the annual internal audit 
reports of DWASA and occasional delays in submission of the audit related 
deliverables to ADB are due to the existing unclear role assignments and staff 
inadequacy with insufficient infrastructure support in the Internal Audit Unit. 
Electronic data exchange linkage of financial or accounting systems does not 
function between the zones and Headquarters and between departments either.  

 
5. Despite the highlighted risks, the financial management arrangements are satisfactory, 
taking the on-going actions of DWASA into consideration. The Financial Management Capacity 
Building Consultancy (FCBC) engaged under the DWSSDP supported DWASA in enhancing 
the financial management capacity. In addition, the proposed project will engage a new 
consultant team called as Consultants for Capacity Building for Sustainability (CBS) to provide a 
continuous support. The overall risk assessment for the Project is Moderate. The action plan for 
mitigating the foreseen risks includes the following measures: 

(i) The government of Bangladesh and ADB should continue the policy dialogues 
through various occasions including the country partnership strategy and the 
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country operations business plan. Such an exposure could potentially reduce the 
country specific risks; 

(ii) The government should ensure that DWASA maintains its financial sustainability 
through necessary tariff adjustments or other means to allow DWASA to have 
sufficient funds for its debt service obligations and O&M costs and to move 
towards full cost recovery. ADB will provide continued policy advice and capacity 
development support to facilitate DWASA’s financial sustainability. The progress 
of tariff adjustment will be closely monitored through continuous dialogue with 
the government and DWASA; 

(iii) DWASA should fill up the major positions of PMU including the Financial 
Management Specialist before the loan effective date of the proposed project. 
Computerisation and integration of account data among departments is in 
process, and the comprehensive finance and accounts manual has been 
prepared. Under the proposed project, DWASA will engage the CBS consultants 
in continuing the capacity building program which was conducted  by the FCBC; 
and   

(iv) DWASA should fix up the unclear role assignments and staff inadequacy, and 
assure the dedicated supporting arrangement to the proposed project in the 
Internal Audit Unit. DWASA also should speed up the on-going initiative of 
institutional restructure. ADB will support DWASA through the proposed project 
by mobilizing CBS consultants who will help in identifying specific bottlenecks 
and providing recommendations to resolve the issues. Provision of trainings for 
the relevant staffs is needed. 

  

I. INTRODUCTION 
 
6. The FMA was undertaken in accordance with ADB Guidelines for the Financial 
Management and Analysis of Projects (2005), Financial Due Diligence a Methodology Note 
(2009), and Financial Management Technical Guidance Note (2015).1 
 
7. The financial management for implementing agency was assessed with focus on funds 
flow, staffing, accounting policies and procedures, segregation of duties, budgeting system, 
payments, policies and procedures, cash and bank, safeguard over assets, contract 
management and accounting, internal controls, financial reporting and monitoring, internal and 
external audit, reporting and monitoring, and information systems in relation to administering the 
proposed project.  
 
8. The FMA reviewed two types of risks: (i) inherent risks; i.e., risks outside the direct 
control of the financial management of implementing agency, and (ii) control risks; i.e., risks 
concerning the internal functioning and control of the finance and accounting section of 
implementing agency.  
 
9. The FMA also evaluated the risks associated with project financial management 
arrangements, as the project funds should be used economically and efficiently for the purpose 
intended.  

 

 

 

                                                           
1
  ADB. 2005. Financial Management and Analysis of Projects. Manila; ADB. 2009. Financial Due Diligence: A 

Methodology Note. Manila; ADB. 2015. Financial Management Technical Guidance Note.Manila. 
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II. BRIEF PROJECT DESCRIPTION 
 
10. With the objective of contributing to sustained economic growth and improved public 
health conditions in Dhaka, ADB is assisting DWASA in implementing DWSSDP with project 
loan ($150 million) and program loan ($50 million) for improving water supply services. 

 
11. In continuation of this partnership, ADB is processing a new loan of $275 million to 
extend the water supply rehabilitation supports to seven zones. DWASA can utilize the 
experiences of the implementation in the on-going projects.  

 
12. The FMA of DWASA was conducted based on the financial management assessment 
questionnaire, discussions with senior officials of DWASA, and information provided by the 
FCBC.  

 
III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 
 
13. Using the existing diagnostics and available reviews, this section will provide a country-
level FMA focusing on the overall Public Financial Management (PFM) set-up of the 
government of Bangladesh and its functioning vis-à-vis Public Expenditure Management 
outcomes. 
 
14. A few PFM assessments were prepared for Bangladesh in recent years. 

(i) The country-level PFM based on Public Expenditure and Financial Accountability 
(PEFA) assessment was conducted by the government in 2010 with the support 
of the World Bank; 2 and  

(ii) The quality of PFM system in Bangladesh was researched by Sk. Sharafat 
Hossen Associate Professor, Economics Discipline, Khulna University, 
Bangladesh.3 It was based of PEFA assessment done by the World Bank in 
20064 and the government in 2010 with the support of World Bank.  

 
15. The scores of the individual performance indicators of the government-level in 2006 and 
2010 PEFA assessment were assessed to provide the averages for the six high-level PFM 
dimensions as well as the overall score. Corresponding risk ratings were added. The overall 
score was ‘C’ with a numerical score of 2.07 in 2010 which was associated with a medium-level 
of fiduciary risk, while the overall average score in 2006 was 1.82. 
 
16. The summary result shows that Bangladesh ranked ‘B’ (i.e, good achievement) for only 
2 indicators among all the 28 indicators, and ‘C’, ‘D+’ and ‘D’ (i.e, weak performance that require 
good improvement) for rest of the indicators in 2006. However in 2010, Bangladesh received the 
rating of ‘B’ for 10 indicators which indicated the government made a significant improvement in 
fiscal management. Moreover, the result shows that the average scores of all major dimensions 
except two dimensions demonstrated the better ratings in 2010 than the ones in 2006. The 
results on the comparison between Bangladesh and 57 countries of the world (mostly 
developing countries) on the PEFA indicators shows that Bangladesh’s average scores on each 
of the six dimensions except policy based budgeting were lower than the 57 countries average 

                                                           
2
  Government of Bangladesh. 2010. Public Financial Management Performance Report. Dhaka. 

3
  S.S. Hossen. 2015. Quality of Public Financial Management in Bangladesh: An Analysis from PEFA Framework 

Perspective. IOSR Journal Of Humanities And Social Science. 20 (6). 43-55.   
4
  World Bank. 2006. Bangladesh Country Assistance Strategy 2006-2009. Washington DC. 
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scores in 2010. The overall average scores of Bangladesh in 2006 and 2010 were also 
significantly lower than the overall score of 57 countries which were 2.33. Only a few individual 
indicators scored higher than the 57 countries average (Table 1).  
 
Table 1: Summary Results by Budget Dimension and Indicators and Comparison with 57 

Countries Average Score 

Budget Dimension and Indicators 

Bangladesh 
Avg. Score for 

57 countries
b
 

Rating
a
 Num. Value 

2006 2010 2006 2010 

A. Credibility of the budget 

PI-1:Aggregate expenditure out-turn compared to  
original approved budget 

C B 2 3 3.01 

PI-2:Composition of expenditure out-turn compared 
to original approved budget 

C D+ 2 1.5 2.26 

PI-3:Aggregate revenue out-turn compared to 
original approved budget 

C B 2 3 3.41 

PI-4:Stock and monitoring of expenditure payment 
arrears 

D NA 1 - 2.28 

Average    1.75 1.88 2.74 

B. Comprehensiveness and Transparency 

PI-5:Classification of the budget C B 2 3 2.61 

PI-6:Comprehensiveness of information included in 

budget documentation 
C B 2 3 2.84 

PI-7:Extent of unreported government operations D B 1 3 2.67 

PI-8:Transparency of inter-governmental fiscal 

relations 
D+ D 1.5 1 2.47 

PI-9:Oversight of aggregate fiscal risk from other 

public sector entities. 
C D+ 2 1.5 1.96 

PI-10:Public access to key fiscal information C B 2 3 2.44 

Average   1.75 2.42 2.50 

C. Policy-Based Budgeting 

PI-11:Orderliness and participation in the annual 
budget process 

B B 3  3  3.02  

PI-12:Multi-year perspective in fiscal planning, 
expenditure policy and budgeting 

D+ B 1.5 3 1.96 

Average   2.25 3.00 2.49 

D. Predictability and Control in Budget Execution 

PI-13:Transparency of taxpayer obligations and 
liabilities 

D+ C 1.5 2 2.77 

PI-14:Effectiveness of measures for taxpayer 
registration and tax assessment 

D+ C 1.5 2 2.33 

PI-15:Effectiveness in collection of tax payments D+ D+ 1.5 1.5 2.01 

PI-16:Predictability in the availability of funds for 
commitment of expenditures 

C C+ 2 2.5 2.22 

PI-17:Recording and management of cash balances, 
debt and guarantees 

C C+ 2 2.5 2.76 

PI-18:Effectiveness of payroll controls C D+ 2 1.5 2.16 

PI-19:Competition, value for money and controls in 
procurement 

B B 3 3 2.10 

PI-20:Effectiveness of internal controls for non-salary 
expenditure 

C D+ 2 1.5 2.14 

PI-21:Effectiveness of internal audit D D 1 1 1.63 
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Budget Dimension and Indicators 

Bangladesh Avg. Score for 

57 countries
b
 

Rating
a
 Num. Value 

2006 2010 2006 2010 

Average    1.83 1.94 2.23 

E. Accounting, Recording and Reporting 

PI-22:Timeliness and regularity of accounts 
reconciliation 

C B 2 3 2.35 

PI-23:Availability of information on resources 
received by service delivery units 

C D 2 1 1.79 

PI-24:Quality and timeliness of in-year budget 
reports 

C C+ 2 2.25 2.47 

PI-25:Quality and timeliness of annual financial 
statements 

C D+ 2 1.5 1.98 

Average    2.00 2.00 2.15 

F. External Scrutiny and Audit 

PI-26:Scope, nature and follow-up of external audit D+ D+ 1.5 1.5 1.69 

PI-27:Legislative scrutiny of the annual budget law D D+ 1.0 1.5 2.45 

PI-28:Legislative scrutiny of external audit reports C D+ 2 1.5 1.56 

Average   1.5 1.5 1.9 

Overall Average   1.82 2.07 2.33 
NA= not available, PI= performance indicators. 
Note: Government of Bangladesh (2010) Paolo de Renzio (2009, ODI working paper no. 302) and author’s calculation. 
a 

Rating of “A‟ would be an international level practice and that of “B‟ a good achievement. Ratings of “C” and “D” 
indicate weak performance of the indicator that require relatively greater need for improvement. 
b 

The average score on PEFA indicators of 57 countries is calculated by Paolo de Renzio in the ODI working paper no. 
302 in 2009. 
Source: S.S. Hossen. 2015. Quality of Public Financial Management in Bangladesh: An Analysis from PEFA 
Framework Perspective .Khulna University, Bangladesh. 
 

17. Review of PFM Performance: The institutional framework of PFM in Bangladesh is 
under transition and several improvements have been made or are being attempted. The 
dominant role of Ministry of Finance in budget management has contributed to Bangladesh‘s 
strong record of fiscal discipline. The management of public resources within individual sectors 
and programs, however, needs to improve significantly to raise the level of satisfactory service 
delivery. 
 
18. Recognizing the limitations of an annual-based, input-oriented and fragmented 
budgeting exercise, the government introduced a three-year medium term budgeting framework 
so that the link between development strategy objectives and resource allocation can be 
enhanced. External audit is being modernized by adopting a system based on the approach 
complemented by performance/value for money audits. However, the coverage of the audit 
work remains constrained by the limited number of available qualified audit staff. On balance, 
the assessment shows the overall direction of reform efforts is positive but the thrust is more 
apparent in upstream PFM processes. 
 
19. Way Forward: As articulated in the PFM reform strategy in 2006, the government 
should continue its commitment to improve function of the PFM system. Several development 
partners have established a five year multi-donor trust funds for PFM reform Strengthening 
Public Expenditure Management Program (SPEMP). The SPEMP has three key priority areas 
such as (i) budget preparation and execution; (ii) internal and external auditing; and (iii) 
legislative and public oversight.  
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20. In addition to SPEMP, some reform activities are underway, mainly aiming to improve 
efficiency and transparency of revenue administration and public investment. These activities 
are supported jointly by SPEMP and other development partners including International Finance 
Corporation, Department for International Development of the United Kingdom and ADB. In 
particular, on-going revenue administration and policy reform have produced favourable results 
in revenue generation and service orientation.  
 
IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 
 
21. Major experiences of managing externally financed projects: Starting from 1993, 
DWASA has been implementing projects with the funding supports of ADB, the World Bank, 
Japan International Cooperation Agency (JICA), Denmark International Development 
Assistance (Danida) and other agencies.  
 
22. Funds flow arrangements: DWASA has its own sources of revenue, primarily through 
water and sewer charges and the assigned revenue/ grants from the government. For the 
proposed project, DWASA will receive the ADB’s funds on relending basis from the government.  
 
23. Staffing: DWASA’s finance and accounts section is adequately staffed and is headed by 
the Deputy Managing Director (Finance). He is assisted by the Commercial Manager with two 
verticals (accounts and revenue) with the support of 462 employees. Accounts Department has 
two divisions with a total staff of about 50, which are Finance Division and Budget Division. The 
existing PMU which is responsible for managing the DWSSDP does not have adequate experts 
to manage financial management system and depend on DWASA general system.  
 
24. Accounting policy and procedures: DWASA keeps all records of its financial 
transactions. It follows the accrual accounting procedure, in accordance with the International 
Accounting Standard, and International Financial Reporting Standard which are similar as the 
Bangladesh Accounting Standards, or the Bangladesh Financial Reporting Standards.  

 

25. About 200 branches in 11 banks are integrated under real-time on-line billing system for 
handling DWASA’s water and sewer bill. The billing database is instantly updated when bills are 
paid at these branches. Billing is computerized and payments are made through bank accounts 
from customers. Computerised billing has not yet been linked to the revenue or accounts 
department but linked only to the IT department. DWASA is working to rectify this situation.  
 
26. Segregation of duties: The organizational system of DWASA ensures adequate 
segregation of duties. While the engineering and administrative departments are responsible for 
ordering and receiving the required equipment and services for the operation of the system, the 
finance and accounts section is responsible for billing, bill payments, and managing revenue 
receipts under payment management system. In the Accounts Department also all important 
activities like authorization, recording, payments and reconciliations are segregated under 
different staff or units.  
 
27. Budgeting system: The Budget Division prepared the budget for the next year together 
with the revised budget of the current year, and the Board approves and submits them by 
December in each year.  
 
28. Payments: Payments are made against invoices with adequate accounting safeguard 
procedures.  
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29. Cash and Bank: The Deputy Managing Director (Finance) on behalf of the Managing 
Director and the Commercial Manager through the authorized signatories are responsible for the 
bank accounts. DWASA has agreements with many banks and two cell phone operators for 
collecting tariff revenues. The finance and accounts section is responsible to ensure 
reconciliation with accounting records and bank statements on monthly basis. If there is any 
variance, the Office of the Chief Accounts Officer and the concerned bank take necessary action 
to resolve the matter expeditiously. 
  
30. The loan funds are normally kept at the imprest account of DWASA. The accounts are 
operated by the designated officials. The respective funds are transferred to the designated 
accounts opened with a scheduled commercial bank. Further, the counterpart funds are 
transferred from the Ministry of Finance to DWASA to meet the counter fund requirements. An 
officially designated staff for the proposed project is the Project Director. He is the authorized 
signatory to withdraw ADB loan proceeds and is also the Drawing and Disbursement Officer to 
draw the government funds. The allocated Government funds are released quarterly and the 
PMU presents the bills to the Chief Accounts Officer for actual disbursements.  
  
31. Safeguard over Assets: Fixed asset registers are available, which are in the process of 
being updated. However, maintenance of proper Fixed Assets Register is insufficient as the 
completed works still forms part of “Work in progress” (WIP) and assets which are transformed 
from WIP to property, plant, and equipment do not have sufficient documents to verify the 
completion of work. Periodic verification procedures and along with insurance provisions for all 
DWASA assets are provided with adequate safeguard system. 
 
32. Other offices and implementing entities: The implementation of the project would be 
done solely by the dedicated PMU. The oversight mechanism of the on-going DWSSDP has 
functioned well. 
 
33. Contract management and accounting: DWASA maintains all records, including 
accounting records and contracts. The existing PMU of DWSSDP has a proven system for 
contract management and accounting monitoring. 
 
34. Internal audit. Internal Audit Unit works under the direct supervision of the Managing 
Director of DWASA. There is a provision for 18 personnel under the unit. It comprises of two 
audit officers and 11 auditors, headed by a Deputy Chief Audit Officer. The unit is to conduct 
pre-audits and post-audits. Pre-audit of payments is conducted over Tk500,000 and post-audit of 
payments is undertaken up to Tk500,000. In practice, however, the personnel of the Internal 
Audit Unit have no clear job assignment. Instead of carrying the required routine internal audit 
activities, they are mainly working for preparing the audit replies on request of the government 
and other stakeholders’ audit teams. Dedicated audit officials for funded projects are not 
available and this may be one of risks to the financial management of the proposed project. 
 
35. External audit. Entity Level: The DWASA accounts must be audited by an external 
auditor appointed by the Board of DWASA on an annual basis. The Office of the Comptroller and 
Auditor General of Bangladesh review the DWASA’s financial reports and records. The accounts 
of DWASA are also regularly audited by the Government Commercial Auditors Office.  
 
36. Critical accountability issues brought up by the auditors in their audits for the fiscal years 
of 2013/14 and 2014/15 include: (i) the accounting for Government Grants & Funds is not 
maintained as per IAS 20, (ii) maintenance of proper Fixed Assets Register is insufficient as the 
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completed works also still forms part of WIP and assets which are transformed from WIP to 
property, plant, and equipment do not have sufficient documents to verify the completion of work, 
(iii) physical verification of fixed assets is insufficient, (iv) pension fund provisions not yet 
increased as per requirements as per IAS 19, and (v) no provisions are made for disputed claim 
of NBR VAT authority. Many of these issues were addressed by DWASA with the support of 
FCBC. 
 
37. External audit. Project Level: For development projects, an audit is also conducted by 
the Foreign Aided Projects Audit Directorate unit of the Government Commercial Auditors. This 
unit has the expertise on loan procedures and loan negotiation documents. The unit  reviews the 
compliance of actual procedures in light of the approved loan agreements, and also reviews the 
tax payments and disbursements. DWASA has experiences in managing such accounts, as it 
had implemented several externally funded projects. Audited Project Financial Statement 
(APFS) under DESWSP (L3051) for the FY2015 was received on time, for which the auditor 
issued an unqualified audit opinion. APFS under DWSSDP (L2382 and L2383) for the FY2014 
was also unqualified and received with one month delay. APFS for DWSSDP (L-2382) for 
FY2015 was submitted in January 2016 with unqualified audit opinion. Entity level financial 
statements of DWASA are prepared and audited regularly, and submitted to ADB on a timely 
basis. 
 
38. Reporting and monitoring. The reporting is done in accordance with accounting 
standards; i.e., the Generally Accepted Accounting Principle and the Bangladesh Accounting 
Standards. Financial statements are prepared on monthly and annual basis using manual 
accounting systems. Financial statements and supporting schedules are prepared according to 
the Government Finance and Budget Management Act 2009 (40th Act of 2009).  
 
39. Separate Financial Statements are prepared for each project. The financial reports are 
partly prepared by an automated accounting system by using Tally Software Enterprise 
Resource Planning 9.5. FCBC helped DWASA extend the automation of the accounting system, 
in particular with the computerization of the billing system from 2010. The respective financial 
reports are intended to compare actual expenditures with budgeted and programmed 
allocations. Variance analyses are undertaken for proper implementation of budgetary control 
system at the DWASA. 
 
40. The financial reporting system of DWASA has no electronic link with the financial 
information systems of individual projects progress. The physical and financial data of project 
progress may not always synchronize with the reported financial data.   

 

41. Information systems. Accounts Department is using off-the-self software, while the 
customised software is developed to prepare financial statements periodically. Computerized 
billing systems have been operated in all DWASA Zones since 2011. However, the systems 
have not yet been linked to the revenue and accounts department but only to the IT department. 
DWASA has made the efforts to rectify it with the support of FCBC, but this is considered as one 
of risks in the financial management of DWASA.  
 
V. RISK ASSESSMENT  
 
42. The FMA reviewed two types of risks: (i) inherent risks; i.e., risks outside the direct 
control of the DWASA financial management, and (ii) control risks; i.e., risks concerning the 
internal functioning and control of the DWASA’s finance and accounting section. The FMA 
identified the following key risks: 
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Table 2: Risk Assessment 

Risk 
Risk  

Assessment Risk- Mitigation Measures 

A. Inherent Risks 

1. Country-
Specific Risks  

MODERATE 
Increasing political unstable future situation 
through election related issues, frequent 
strikes and hartals may result in hampering of 
economic development and smooth 
implementation in water supply and sanitation 
projects.  

 
The government of Bangladesh and 
ADB should continue the policy 
dialogues through various occasions 
including the country partnership 
strategy and the country operations 
business plan. 

2. Entity-
Specific Risks 

SUBSTANTIAL 
The present low tariff does not meet the water 
supply cost. DWASA is not allowed to 
increase tariff beyond 5% per annum, under 
the WASA Act. These may hamper the 
medium and long-term financial sustainability 

of DWASA.  
 

 

The government should ensure that 

DWASA maintains its financial 

sustainability through necessary tariff 

adjustments or other means to allow 

DWASA to have sufficient funds for its 

debt service obligations and O&M costs 

and to move towards full cost recovery. 

ADB will provide continued policy 

advice and capacity development 

support to facilitate DWASA’s financial 

sustainability. The progress of tariff 

adjustment will be closely monitored 

through continuous dialogue with the 

government and DWASA. 
 

3. Project-
Specific Risks 

LOW 
The project aims to reduce non-revenue water 
mainly by rehabilitating existing pipes. The 
specific risks do not exist in financial 
management. 

 
Not required.  

 

4. Overall 
Inherent Risk 

MODERATE 
While country-specific risks and entity-specific risks exist, these risks might be mitigated 
through cordial efforts of the government of Bangladesh and DWASA with support of 
ADB. There is a considerable entity specific level risk in tariff. The government should 
support DWASA in increasing the tariff to the required level for the financial sustainability 
of DWASA. 

B. Control Risks 
1. Executing 
Entity/ 
DWASA  

MODERATE 
DWASA lacks the interdepartmental 
coordination within the organization. Each 
department and/or unit is executing its own 
tasks with little attention to others.  

 
DWASA should change the corporate 
culture and institutional structure in 
order to facilitate the  interdepartmental 
coordination with required infrastructure 
support for improving its service 
delivery and financial management. 
 
The proposed project will assist 
DWASA in undertaking these efforts by 
engaging CBS consultants. 

2. Flow of 
Funds 

LOW 
DWASA has administered several ADB’s and 
other donors’ funds without major problems. 

 
Not required. 
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Risk 
Risk  

Assessment Risk- Mitigation Measures 
3. Staffing MODERATE 

Main positions including the Financial 
Management Specialist in the PMU for the 
proposed project are not filled up. The 
insufficient modern automated accounting 
system and MIS system will also be a risk to 
the sound FMS. 
 

 
DWASA should fill up the main 
positions of PMU including the Financial 
Management Specialist before the loan 
effective date.  
 
Computerisation and integration of 
account data among departments need 
to be speeded up. 

4. Accounting 
Policies and 
Procedures 

LOW 
DWASA follows the respective Bangladesh 
and international accounting requirements, 
including involving qualified external 
Chartered Accounting firm for conducting the 
external audits. 

 
Not required. 

5. Internal 
audit 

SUBSTANTIAL 
Internal audit reports are submitted to the 
Board of Directors of DWASA behind the 
schedule mainly due to the unclear role 
assignments and inadequate staff in the 
Internal Audit Unit. 
 

 
DWASA should fix up the role 
assignments and staff inadequacy, and 
assure the dedicated supporting 
arrangement to the proposed project in 
the Internal Audit Unit.  
 
Also DWASA should speed up the on-
going initiative of institutional 
restructure in DWASA. 
 

6. External 
Audit 

LOW 
External audits are conducted annually by a 
qualified auditing company, with clear and 
adequate assignment. The proposed project 
is also subject to annual statutory auditing 
conducted by FAPAD under the OCAG of 
Bangladesh. Not much delay was observed in 
project based audit reports.  

 
Not required. 

7. Reporting & 
Monitoring 

SUBSTANTIAL 
Reporting of the monthly performances is 
submitted in 4-5 months after the due. As a 
result, these figures are not very relevant for 
responsive and adequate management 
actions.  
 
There is no electronic data exchange linkage 
of financial/ accounting systems between the 
zones and Headquarters and also among 
departments. 

 
DWASA should sufficiently staff with 
qualified and experienced employees in 
related departments (MIS, IT, Internal 
Audit Unit). The adequate provision of 
training and infrastructure support 
should be ensured. 
 
DWASA should speed up the initiated 
efforts for improving the institutional 
structure.  
 
DWASA should expedite the  
implementation to computerize the  
accounting system and the billing and 
payment system, based on suggestions 
of the FCBC team.  

8. Information 
Systems 

MODERATE 
DWASA has made the utmost efforts to link 
the electronic billing system to the accounting 

 
DWASA should initiate its institutional 
reform to enhance the infrastructure for 
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Risk 
Risk  

Assessment Risk- Mitigation Measures 
system, while it proved rather cumbersome.  
The IT unit consists of only two staffs, which 
have to collect and process all required MIS 
information. No actual assessment or 
analyses of the data is being conducted.  

IT and MIS and increase the 
experienced staffs. Following the 
support from FCBC, the proposed 
project will mobilize CBS consultants to 
assist DWASA in identifying specific 
bottlenecks and providing 
recommendation to resolve this issue. 

9. Overall 
Control Risk 

MODERATE 
Some financial management risks are recognized, but all of them are not high. Delayed 
submission of internal audit and MIS reports are found with substantial risks, but these 
can be tackled with adequate experienced additional staffs along with speeding up the 
on-going computerisation efforts. 

ADB= Asian Development Bank, CBS= capacity building for sustainability, DWASA= Dhaka Water Supply and Sewerage 
Authority, DWSNIP= Dhaka Water Supply Network Improvement Project, FAPAD= Foreign Aided Projects Audit 
Directorate, FCBC= Financial Management Capacity Building Consultancy, IT= information technology, MIS= 
management information system, OCAG= Comptroller and Auditor General, O&M= operation and maintenance, PMU= 
project management unit, WASA= Water Supply and Sewerage Authority. 

 
VI. STRENGTHS AND WEAKNESS 
 
43. Strengths. DWASA has the sufficient experiences in handling donor-funded projects 
including the ADB’s on-going projects. The FCBC also helped DWASA improve the functioning 
of the financial management system in the areas of computerisation of accounts, accounts 
statement preparation, audits, budget preparation, compliance with ADB procedures, and MIS. 
These efforts are the significant strengths of DWASA, and the CBS consultant teams to be 
engaged under the proposed project will continue the support.  
 
44. Weaknesses. The significant weaknesses of the FM system are as follows: 
 

Significant Weaknesses Resolution 

DWASA is not allowed to increase the tariff beyond 5% 
per annum under the WASA Act. The present low tariff 
is hampering financial sustainability of DWASA.  

The government should ensure that DWASA 

maintains its financial sustainability through 

necessary tariff adjustments or other means 

to allow DWASA to have sufficient funds for 

its debt service obligations and O&M costs 

and to move towards full cost recovery. ADB 

will provide continued policy advice and 

capacity development support to facilitate 

DWASA’s financial sustainability. The 

progress of tariff adjustment will be closely 

monitored through continuous dialogue with 

the government and DWASA. 

Many key positions including the Financial 
Management Specialist have not been assigned in the 
PMU of the proposed project.  
 

DWASA should fill up the positions including 
the Financial Management Specialist before 
the loan effectiveness.  

Internal audit reports are submitted behind the 
schedule mainly due to unclear role assignments and 
inadequate staff in the Internal Audit Unit in DWASA. 
 
 

DWASA should fix up the role assignments 
and staff inadequacy, and assure the 
dedicated supporting arrangement to the 
proposed project in the Internal Audit Unit.  
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Significant Weaknesses Resolution 

 
 
 

DWASA should also speed up the on-going 
initiative of institutional restructure in DWASA. 

Reporting of the monthly performances is submitted in 
4-5 months after the due. As a result, these figures are 
not very relevant for responsive and adequate 
management actions.  
 
There is no electronic data exchange linkage of 
financial and accounting systems between the zones 
and Headquarters and also among departments. 

DWASA should sufficiently staff with qualified 
and experienced employees in related 
departments (MIS, IT, Internal Audit Unit). 
The adequate provision of training and 
infrastructure support should be ensured. 
 
DWASA should speed up the initiated efforts 
for improving the institutional structure.  
 
DWASA should expedite the  implementation 
to computerize the  accounting system and the 
billing and payment system, based on 
suggestions of the FCBC team.  

DWASA= Dhaka Water Supply and Sewerage Authority, DWSNIP= Dhaka Water Supply Network Improvement 
Project, FCBC= Financial Management Capacity Building Consultancy, IT= information technology, MIS= 
management information system, O&M= operation and maintenance, WASA= Water Supply and Sewerage 
Authority. 

 
VII. ACTION PLANS 
 
45. DWASA and ADB have agreed an action plan to address the following issues that the 
financial management assessment identified. 
 

Area 
Current 
scenario Risk Mitigation measure suggested Target date 

Sufficient 
staffing at  PMU  

Key financial 
management 
positions are 
vacant in 
PMU.  

Proper funds 
flow may not 
ensured. 

DWASA will expedite to appoint 
adequate qualified financial 
management personnel at PMU. 

June 2016 

Enhancing the 
capacity of 
Internal Audit 
Unit 

Role 
assignments 
are unclear; 
the number of 
staff is 
inadequate; 
and dedicated 
support to 
PMU does not 
exist in 
Internal Audit 
Unit. 

This may 
cause to 
delay in 
submission of 
audit reports. 

DWASA will strengthen the 
Internal Audit Unit by assigning 
the sufficient number of audit 
officials who dedicate themselves 
to the funded projects. Provision 
of training is needed to build the 
staff capacity.  

December 
2016 

Computerisation 
and integration 
of Revenue 
Accounting 

Although the 
billing and 
collection 
process and 
accounts have 
been 
computerized, 
they are not 
well integrated 

Insufficient 
integration 
between 
departments 
may reduce 
the work 
efficiency and 
timely 
monitoring 

DWASA will initiate its institutional 
reform to enhance the 
infrastructure for IT and MIS, and 
increase the experienced staffs. 
Following the support from FCBC, 
the proposed project will mobilize 
CBS consultants to assist 
DWASA in identifying specific 
bottlenecks and providing 

June 2017 
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Area 
Current 
scenario Risk Mitigation measure suggested Target date 

between 
zones and 
departments 
for lack of 
adequate 
infrastructure.  

process.   recommendation to resolve this 
issue. 

CBS= capacity building for sustainability, DWASA= Dhaka Water Supply and Sewerage Authority, DWSNIP= 
Dhaka Water Supply Network Improvement Project, PMU= project management unit. 
 

VIII. FINANCIAL COVENANTS 
 
46. The audited project financial statements prepared in accordance with Bangladesh 
Government Accounting Standards will be submitted in the English language to ADB within 6 
months of the end of the fiscal year by the implementing agency. The annual audit report will 
include a separate audit opinion on the use of the imprest fund (if any) and the statement of 
expenditures procedures, status of compliance on financial covenants and use of loan 
proceeds. A management letter shall also be provided indicating any weaknesses in the internal 
control system that have come to the auditors attention as a result of his audit, as well as 
recommendations for improvement and PMU’s comments. This shall also include a status 
update on the follow-up on previous year’s audit observations. The Government of Bangladesh 
and the executing agency and implementing agency have been made aware of ADB’s policy on 
delayed submission, and the requirements for satisfactory and acceptable quality of the audited 
accounts. ADB reserves the right to commission an independent audit if the audit is 
substantially delayed or to confirm that the share of ADB’s financing is used in accordance with 
ADB’s policies and procedures. The audited project financial statements shall be disclosed in 
the ADB and the project website in accordance with ADB’s Public Communications Policy 
(2011).  
 

47. This includes the audit opinion, the program financial statements and accompanying 
notes. Management letter shall not be disclosed.  
 


