
Chongqing Integrated Logistics Demonstration (RRP PRC 48024-002) 

FINANCIAL MANAGEMENT ASSESSMENT 
 
Executive Summary 
 
1. The financial management assessment (FMA) was conducted in October 2015 in 
accordance with Asian Development Bank (ADB) Guidelines for the Financial Management and 
Analysis of Projects, Financial Due Diligence: a Methodology Note, and Technical Guidance 
Note: Financial Management Assessment. The FMA considered the financial management 
capacity of the Chongqing Transportation Holding Group Company (CQTG), the implementing 
agency, and two project implementation units (PIUs) established within the company. The 
assessment covered funds-flow arrangements, staffing, accounting and financial reporting 
systems, internal and external auditing arrangements, and financial information systems. 
 
2. The assessment identified the main financial management risks as: (i) implementation 
risk - lack of familiarity with ADB disbursement procedures and requirements which could delay 
project implementation, (ii) compliance risk - lack of familiarity with ADB financial management 
requirements, particularly on accounting, reporting and auditing, which may delay project 
reporting and derail identification of issues on the use of loan proceeds, (iii) financing risk –
delays in provision of or inadequate counterpart funding which could delay project 
implementation, and (iv) operational risk - inadequate experience in building some project 
component such as cloud-based transport information system that could impact project 
progress and quality of the services to be provided after project completion. The overall financial 
management risk-rating of the project before considering mitigating measures is moderate. The 
identified financial management risks will be closely monitored during project implementation. 
The financial management action plan is as follows: 
 

Table 1: Proposed Action Plan for Financial Management 

Action Responsibility Timing 

Training on ADB disbursement procedures 
and requirements 

PMO/CQTG/FD/ADB  3 month before loan 
effectiveness 

Training on ADB financial management 
requirements, including accounting, 
reporting, auditing and foreign exchange and 
interest risk management   

PMO/CQTG/FD/ADB/ 
Chongqing Audit Office 

1 months before loan 
effectiveness 

Close monitoring to timely identify potential 
issues in counterpart funding 

PMO/CQTG/FD/ ADB At least once a year 
during project 
implementation 

Open mind to get access to international 
best practices in the inexperienced fields, 
hire highly experienced consultants to 
enhance the operational capacities 

CQTG 1 month before loan 
effectiveness 

Separate the accounting and auditing 
functions by restructuring the current finance 
departments at the PIU level with adequate 
accounting staff 

CQTG/PIUs 1 months before loan 
effectiveness 

ADB = Asian Development Bank, CQTG = Chongqing Transportation Holding Group Company, FD = Finance 
Department, PIU = Project Implementing Unit, PMO = Project Management Office. 
Source: Asian Development Bank. 

 
3. It was agreed that the implementing agency and PIUs will further enhance their 
capabilities by (i) setting up clear institutional arrangements and coordination mechanism; (ii) 
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completing staff deployment in appropriate financial management positions with English 
language support; (iii) developing methodologies for managing foreign exchange and interest 
rate risks; and (iv) undertaking more training, particularly on ADB policy and procedures. 
 

A. Introduction 
 
4. This FMA was conducted in accordance with ADB’s Guidelines for the Financial 
Management and Analysis of Projects, the Financial Due Diligence: a Methodology Note, and 
Technical Guidance Note: Financial Management Assessment. The FMA was performed on 
CQTG, the implementing agency, and two PIUs established within the company. 
 
5. This assessment was carried out by the ADB fact-finding mission in from 21 to 29 
September 2015 with the support of PPTA consultants. The assessment considered ADB’s 
Country Partnership Strategy 2011-2015 (CPS), and the FMA questionnaire completed by the 
implementing agency and PIUs. Preparation activities included reviewing draft reports, 
interviewing consultants, and discussions with PMO. Mitigating actions were identified and 
agreed with the PMO. 
 

B. Project Description 
 
6. The Chongqing Integrated Logistics Demonstration Project (the project) seeks to 
improve the condition of the logistics network and services within Chongqing Municipality in the 
People’s Republic of China (PRC) to create an integrated and multimodal logistics system. It will 
focus on developing logistics parks and related infrastructure that has been identified as needed 
to further expand the logistics industry in Chongqing. It will also improve and upgrade the 
logistics services and information system, and support institutional capacity development of the 
implementing agencies. 
 

C. Risk Analysis 
 
7. The risk assessment considered the staffing, internal control, accounting and reporting 
policies and procedures, and auditing standards and arrangements of the PMO and PIUs. 
Based on the assessment, the overall project financial management pre-mitigation risk is 
Moderate to Low. 
 

1. Inherent Risk 
 
8. Inherent risk is the susceptibility of the project financial management system to factors 
arising from the environment in which it operates, such as country rules and regulations and 
entity working environment (assuming absence of any counter checks or internal controls). 
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Table 2: Inherent Risk Assessment 

Risk type 
Risk 

Assessment Risk Description Mitigation Measures 

Country-Specific 
Risks 

L Lack of adequate skills to 
implement the updated 
Accounting and Budget 
Law 

ADB will work on the recommendations 
made in the CPS by encouraging the 
consistent use of IFRS in all projects 

Entity-specific 
risks 

 

M Delays or inadequate 
provision of counterpart 
funding 

Counterpart funding requirements will be 
included in the company’s annual budget. 
The implementing agency will use its own 
excess cash and undertake new 
borrowing to guarantee the counterpart 
funding

1
. 

 L Delays or inadequate 
provision of government 
subsidy when needed 

CQTG is expected to improve its 
operation efficiency and profitability while 
implementing the business strategies.  It 
will reduce reliance on government 
subsidies, but if necessary, CMG will 
provide subsidy to CQTG to ensure 
sustainability the provision of public 
transport service in CMG.  

Overall 
Assessment of 
Inherent Risk  

L   

ADB = Asian Development Bank, CMG = Chongqing Municipal Government, CPS = Country Partnership Strategy, CQTG 
= Chongqing Transportation Holding Group Company, IFRS = International Financial Reporting Standards. 

Source: Asian Development Bank. 

 
2. Control Risk 

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

Table 3: Control Risk Assessment 

Risk type 
Risk 

Assessment Risk Description Risk Mitigation Measures 
1. Implementing 
Entity 

L Project financial 
management 
policies and 
procedures are not 
in place 

The project will adopt the generally 
accepted accounting principles in the 
PRC, specifically the “Accounting 
Methods for Projects Financed by the 
World Bank” issued by the Ministry of 

Finance.
2
 The implementing agency and 

PIUs will set up the project accounts three 
months after loan effectiveness. 

                                                
1
 The implementing agency has provided commitment letter to the Chongqing Municipal Government with respect to 

counterpart funding, debt repayment, and commitment charges. Fund for working capital will also be provided by 
the company. 

2
 The guidelines were issued by the Ministry of Finance for all foreign aid-financed projects.  
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Risk type 
Risk 

Assessment Risk Description Risk Mitigation Measures 
2. Funds Flow M Lack of familiarity 

with ADB 
disbursement 
requirements and 
procedures 

Training will be conducted before loan 
effectiveness to ensure implementing 
agency and PIU staff acquires required 
knowledge. 

3. Staffing L Insufficient PIU staff 
to perform financial 
management 
functions 

The implementing agency and PIUs will 
have nine finance staff in charge of 
payments and preparation of withdrawal 
applications, including reconciliations. 

4. Accounting and 
Reporting 

M Lack of familiarity 
with ADB financial 
management 
requirements on 
reporting and 
auditing 

Training will be conducted before loan 
effectiveness to ensure implementing 
agency and PIU staff acquires required 
knowledge. 

5. External Audit L Audit requirements 
are not fully 
complied with due to 
external auditor’s 
limited 
understanding of 
ADB requirements 

Audit will be delegated to Chongqing 
Municipal Audit Office which is already 
experienced with ADB-funded projects 

6. Reporting and 
Monitoring 

L Delayed submission 
of audited project 
financial statements 

The PIUs will prepare project financial 
statements in accordance with Accounting 
Methods for Projects Financed by the 
World Bank issued by the Ministry of 
Finance. These financial statements will 
be submitted to the implementing agency 
and then the ADB PMO for review and 
consolidation. PMO and implementing 
agency are experienced with financial 
statements preparation of projects. 

7. Information 
Systems 

L Lack of accounting 
system to allow 
proper recording and 
reporting of project 
expenditures 

The implementing agency uses stand-
alone computerized accounting systems 
which produce financial statements 
automatically.  

Overall Control 
Risk 

M   

ADB = Asian Development Bank, PIU = project implementation unit, PMO = project management office. 
Source: Asian Development Bank. 

 
D. The Project Financial Management System 

 
10. The project financial management system will adopt the CQTG’s overall financial 
management systems and procedures. 
 

1.      Strengths 
 
11. The project benefits from strong institutional capacity and staffing as follows: 
 
 
 



5 
 

i. The company’s accounting standards, system, policies and procedures – financial 
management systems are in place. The project will adopt the “Accounting System for 
Business Enterprises” and the “Accounting Methods for Projects Financed by the 
World Bank” issued by the Ministry of Finance, and will use computerized accounting 
systems at PIU levels to automatically generate financial statements.  All 
transactions will be reviewed by the accountant, and approved by the PIU Head 
before submission of withdrawal applications to Chongqing Finance Bureau. 
 

ii. Staffing – A Financial Control and the manager of accounting department of CQTG 
will monitor the financial management activities in relation to the ADB funded project. 
The four PIUs will dispatch financial human resources experienced in managing 
large projects. 

 
2. Weaknesses 

 
12. The project is susceptible to the following weaknesses: 

 
(i) Ineffectiveness of internal audit at the PIU level and 
(ii) Lack of familiarity with ADB requirements and procedures. 

 
E. The Executing and Implementing Entities 

 
13. The Chongqing Municipal Government will be the executing agency. The Chongqing 
Transportation Holding Group Company (CQTG) will be the implementing agency, which will be 
responsible for the day-to-day project management including financial management. An ADB 
Project Management Office (PMO) has been operating since 2008 for two ADB funded 
integrated urban-rural infrastructure demonstration projects. This PMO at the municipal level will 
be also directly involved in the project with its vast experiences. As CQTG is the primary 
implementing agency, its accounting and finance office shall be obliged to the overall project 
financial management and fund flow control. Its duties include but are not limited to the 
followings: 
 

(i) Organize and distribute the counterpart fund through the existing procedures; 
(ii) Review application documents for ADB loan payments and submit them to ADB 

through Chongqing Finance Bureau; 
(iii) Provide guidance to the financial staff of the related subsidiary companies; 

Monitor and coordinate accounting and finance activities among the project 
offices. 

 
14. Four subsidiaries under CQTG will be responsible for implementations of the four project 
components. Among the four subsidiary companies Chongqing Highway Transport Company 
and Chongqing Ship Company are existing ones, while Chongqing Transportation Logistics 
Company and Chongqing Logistics Information Company are newly established. They will lead 
the project preparation activities, manage project progress, handle ADB loan disbursements, 
monitor project environmental impacts, supervise and assist the project offices at the sites. 
 

F. Funds Flow Mechanism 
 
15. The PMO and implementing agency will operate and administer an imprest account for 
the project. The imprest account is to be used exclusively for the ADB’s share of eligible 
expenditures, and will be established, managed, and liquidated in accordance with ADB’s Loan 
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Disbursement Handbook (2012, as amended from time to time), and detailed arrangements 
agreed upon between the Government and ADB. 
 
16. The implementing agency, and PIUs maintain accounts for the project where ADB loan 
and counterpart funds will be channeled. The PIUs will prepare withdrawal applications which 
will be reviewed by the implementing agency and PMO before submission to Chongqing 
Finance Bureau. The project may also use direct payment procedures. Under the direct 
payment procedure, ADB loan proceeds will be directly credited to a nominated bank account of 
a supplier. The minimum size of a withdrawal application shall be $100,000. All claims shall be 
processed and consolidated by the implementing agency prior to submission of withdrawal 
application to ensure efficient disbursement administration. All withdrawal applications are 
reviewed and signed by the Finance Manager and approved by the Financial Controller of 
CQTG. Proper records and books are maintained for audit and verification. 
 
17. Counterpart funds will flow from CQTG to separate accounts maintained by the PIUs. 
The proposed on-lending and funds flow arrangement is shown in a fund flow chart as follows: 
 

 
 

G. Personnel 
 
18. The financial staff in the four subsidiaries will do the day to day financial jobs and set up 
a financial management platform. They have at least a two-year college degree or above and 
have obtained the basic accountant certificates. Even so, they will still need training to 
familiarize with ADB project-related disbursement guidelines and procedures, project accounting 
requirements, project and contract management, financial monitoring and report preparation. 
Additionally, somebody with fairly good English needs to be arranged to support the financial 
people, especially at the early stage of project implementation. The staff who will be dealing with 
the project, as shown in Table 4, has been designated separately at the CQTG level and at the 
PIU level. 
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Table 4: Financial Staff Composition for Project Implementation 

Position for Project Name Age Professional Title Education 

1. CQTG  
Supervisor Huang Chuan 46 Accountant Two-year college 
Accountant Cheng Liyong 36 Accountant Four-year college 

Cashier Yang Qiu 41 None Four-year college 
2. PIUs 

Supervisor Qin Bangjun 36 Certified Public Accountant Four-year college 
Accountant Zhao Peng 36 Accountant Four-year college 

Cashier Chen Nan 28 Junior Accountant Four-year college 
Supervisor Shi Jianhua 47 Accountant Four-year college 
Accountant Luo Xianjun 35 None Two-year college 

Cashier Liu Yu 26 None Two-year college 
CQTG = Chongqing Transportation Holding Group Company, PIU = project implementing unit. 
Source: Asian Development Bank. 

 
H. Accounting Policies and Financial Reporting 

 
19. CQTG has promulgated various rules and regulations group-wide on accounting and 
financial management. It covers establishment of accounts, accounting procedures, financial 
statement preparation, fixed assets management, investment project evaluation, financial risk 
management, cash management and control, cash disbursement approval, significant economic 
incident reporting, financial settlement and reporting for construction projects, financial 
guarantee management, travel expenditure management, internal auditing structure and 
procedures, etc. 
 
20. The PIUs will adopt Accounting Methods for Projects Financed by the World Bank 
(reference No. 2000 [13]) to set up the project accounts and records by funding source for all 
expenditures incurred on the project. Subsidiary ledgers will also be maintained to facilitate 
reconciliation of accounts with the general ledger and bank records. All reports and supporting 
documents on all transactions will be stored and retained on a semi-permanent basis and will be 
accessible by authorized users, and are available for audit inspection. The PIUs will prepare 
individual project financial statements and submit to the CQTG for consolidation. Annual project 
financial statements will be prepared using the accrual basis of accounting. 
 
21. The PIUs have established clear segregation of duties with respect to review and 
approval of payments. Processing of the project payment invoices involves comparison of 
quantities, prices and terms in purchase orders and those reported in the receipts. Controls are 
in place for the preparation of payroll while changes to the payroll are approved by the relevant 
Department. All fund payments are made using bank cheques or bank transfers. All cash 
received is deposited to the relevant bank account leaving minimal amounts necessary for the 
office operations. A cashbook is maintained and bank reconciliation is undertaken at the end of 
each month. 
 

I. Budgeting System 
 
22. The CQTG’s financial department is in charge of summarizing the preliminary budgets 
from the member companies and makes an overall annual budget for approval by the board of 
directors. The detailed project budgets are usually formulated by the relevant business 
departments other than the accounting one, but the accounting staff needs to make sure the 
costs are incurred within the budget. The ADB project budgets will be prepared annually by the 
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responsible project persons, and will include physical and financial targets. Budget monitoring 
reports present a comparison between budgeted and actual amounts, and highlight budget 
variances. 
 

J. Safeguard of Assets 
 
23. Subsidiary records of fixed assets and stocks are kept up-to-date and reconciled with 
control accounts periodically. The implementing agency will conduct annual physical inventory of 
all assets. All transport vehicles, stocks, and other fixed assets are covered by commercial 
insurance, covering loss, fire and others. During the construction insurance shall be the 
responsibility of contractors and shall cover worker compensation for losses due to accidents 
apart from compensation for property. 
 

K. Internal and External Audit 
 
24. CQTG has built up a sophisticated internal audit system which is running effectively. 
There are broad internal auditing categories: financial audit, purchase audit, investment audit, 
engineering audit, comprehensive management audit, economic responsibility audit and risk 
management audit. Internal audit offices exist at the CQTG level in parallel with the accounting 
departments. The internal audit staff usually has accounting background and is required to 
obtain an internal audit certificate through training. However, some subsidiaries combined the 
accounting and auditing functions into one department led by the same manager. This is against 
the internal auditing principle and ADB’s requirement in terms of independence and interaction 
between accounting and auditing. The Consultant has mentioned the risk it may cause and the 
implementing agency promises to take correcting action so that the internal auditing can play a 
sound role in assuring normal financial management procedures and policies to the Project. 
 
25. An external audit firm called Shu Lun Pan CPAs Co., Ltd.3 is hired for the annual 
auditing to all the branches, subsidiaries, offices and units under CQTG. No significant error, 
inconsistency or unsolved issue has been found in the audit reports to CQTG over the past five 
years. As per requirement by the state asset administration to stated-owned companies the 
external auditor should be replaced every 5 years through public tendering. A different auditor, 
to be designated by the government and accepted by ADB, will be engaged to do auditing to the 
financial statements and documents of this Project. 
 

L. Reporting and Monitoring 
 
26. The project financial reports will be prepared using automated accounting software 
systems and are submitted on a monthly, quarterly and annual basis. The reports will highlight 
the physical and financial progress of projects being undertaken. For this project, the PIUs will 
prepare and submit to ADB (via PMO) quarterly progress reports for individual outputs, which 
will include: (i) a narrative description of progress made during the reporting period; (ii) changes 
in the implementation schedule; (iii) problems or difficulties encountered; and (iv) activities to be 
undertaken in the next reporting period. PIUs will also prepare and submit to ADB (via PMO) a 
project completion report within 3 months of the completion of each sub-project, and an 
investment project completion report after completion of all outputs under the proposed Project. 

                                                
3
 BDO PRC Shu Lun Pan CPAs was founded by in Shanghai in 1927, one of the earliest and most influential 

accounting firms in the PRC’s history. The Firm was reincorporated in 1986 and established itself as Shu Lun Pan 
Changjiang CPAs Co. Ltd in 2000. Shu Lun Pan Yangtze CPAs Co. Ltd changed its name to Shu Lun Pan CPAs Co., 
Ltd in 2007. 



9 
 

M. Information Systems 
 
27. A computerized accounting system developed by Jindie Software Company, a well-
known business software brand in the PRC, has been installed throughout CQTG. The 
accounting records and payment processes in all branches and subsidiary companies are 
monitored by the finance department of CQTG through the network in a real time manner. The 
accounting staff has been trained to use and maintain the data in the system. The company and 
its subsidiaries submit monthly and yearly financial statements, i.e., balance sheet, income 
state, cash flow statement and project-specific reports. The financial reports in accordance with 
[People’s Republic of] China Business Enterprise System are generated by the computer 
system rather than by manual. The financial data and the operational information have not been 
inter-connected in the system, and reconciliations are realized by regular manual checks. 
 
28. Existing automated accounting software systems of the PIUs are capable of generating 
the project reports required for both external and internal use. In addition, all relevant staff have 
been trained and are familiar with the systems, although supplementary training in reporting 
requirements for the ADB financed project will be provided. Regular back-ups of all accounting 
systems and appropriate security measures over backed-up data are in place. 
 

N. Financial Capacity Assessment Results 
 
29. Table 5 below summarizes the assessment results on the financial management 
capacities. It illustrates that skills in the general financial management practices such as book 
keeping, statutory reporting, project budgeting and costing, corporate treasury and budgeting 
are sufficiently acquired. This is thanks to the good conventional accounting environment and 
standardized practices within CQTG. They are fairly good at the computerized accounting 
system and payment processing, project budgeting and costing and internal auditing. The fixed 
assets accounting, management accounting and reporting are at average which need some 
enhancement. The inventory accounting and project modeling and evaluation are relatively 
weak due to the nature of its businesses. 
 

Table 5: Financial Capacity Assessment Summary 
 

Skills Required Current Level Comments 

Financial accounting (book 
keeping) 

High Staff skills in this area are well possessed.  

Corporate treasury (debt 
financing, investment, cash 
management) 

High The company group has invested over 200 
subsidiaries and the investment and 
financing mechanism is well under control. 

Statutory reporting High Financial reports are regularly prepared. 
No obvious problem has been found by the 
auditor. But there is no understanding of 
the financial reporting requirements for 
ADB funding. 

Fixed assets accounting 
(including construction in 
process) 

Medium to 
High 

The company is managing large quantity of 
fixed assets in transport vehicle. Certain 
level of experience in construction 
accounting. 

Inventories accounting Low  Little inventory has been obtained to such 
a transport company. 

Computerized accounting Fairly high  The accounting system has been fully 
computerized and connected with the 
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Skills Required Current Level Comments 

CQTG headquarters.  
Management accounting and 
reporting 

Medium  The management and operation are 
comparatively complex and management 
accounting needs to be improved. 

Corporate budgeting High The budget system is running well. 
Project budgeting and costing Fairly high Each project has a budget and is renewed 

every year. Budget control is well in place. 
Project costing is conducted as a routine 
work. 

Financial modelling and 
project evaluation techniques 

Medium Project evaluations are usually outsourcing 
to external consultants. 

Internal control and audit Fairly high The internal control is done mainly through 
the computerized accounting system. The 
internal audit is regular and effective.  

CQTG = Chongqing Transportation Holding Group Company, PIU = project implementing unit. 
Source: Asian Development Bank. 
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Appendix 2: Financial Management Assessment Questionnaire for Chongqing 
Transportation Holding Group Company 

 

Topic Response Remarks 

1. Implementing Agency   

1.1  Which entity is the implementing agency for 
the project financial management? 

What is the entity’s legal status?  

Chongqing Transportation 
Holding Group Company 
(CQTG), a state-owned 
company established by 
the Corporate Law   

It is fully owned by the 
State-Owned Assets 
Supervision and 
Administration 
Commission of 
Chongqing Municipality. 

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

Yes. All the projects under 
CQTG have used 
external financing such 
as commercial loan. 

1.2b Will financial management of the project be 
the responsibility of a stand-alone PIU? - or of 
a PIU using implementing agency financial 
systems? 

The four project 
components will be 
financially managed by 
CQTG and its three 
subsidiary companies 
respectively. The CQTG’s 
overall financial system will 
be fully adopted. 

The three subsidiaries 
are Chongqing Road 
Transport Company, 
Chongqing Ship 
Company and the newly 
established Chongqing 
Logistics Information 
Company. 

1.3 What are the statutory reporting requirements 
for the entity? 

The financial reports 
include balance sheet, 
income statement, cash 
flow statement, statement 
of owner’s equity changing 
status and all the related 
sub-statements. 

The company prepares 
all the documents 
monthly. 

1.4  Is the governing body for the project 
independent? 

Yes. It is an independent legal 
entity with its own board 
of directors and 
management team. 

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

Yes. The main text of the FMA 
report demonstrates the 
implementing agency’s 
organization structure. 

2.  Funds Flow/Disbursement Arrangements   

2.1

  

Describe (proposed) project funds flow 

arrangements, including a chart and 

explanation of the flow of funds from ADB, 

government and other financiers. 

 The fund flow chart is 
illustrated in the main 
text. 

2.2 Are the (proposed) arrangements to transfer 

the proceeds of the loan (from the 

government / Finance Ministry) to the entity 

satisfactory? 

Yes.  
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Topic Response Remarks 

2.3 Does the entity have previous experience of 

using imprest fund and SOE procedures? 

Not the ADB’s types of 
imprest account and SOE. 

The company and its 
subsidiaries have their 
own bank accounts to 
manage various project 
funds. 

2.4 In which bank will the Imprest Account be 

opened? 

May be the [People’s 
Republic of] China 
Industrial and Commercial 
Bank. 

The implementing 
agency has business 
relations with several 
large commercial banks.  

2.5 Does the (proposed) implementing unit 

(executing agency, implementing agency or 

PIU) have experience in the management of 

disbursements from ADB? 

No.  

2.7 Does the entity have/need to develop capacity 

to manage foreign exchange risks? 

Yes. This is the first time the 
company would use 
foreign currency fund. 

2.8 How are the counterpart funds accessed? CQTG has committed to 
contributing equity capital 
in cash to the project.  

 

2.9 How are payments made for the counterpart 

funds? 

The counterpart funds will 
be disbursed from CQTG to 
the sub-projects through 
the three related 
subsidiaries. 

 

2.10 If part of the project is implemented by 

communities or NGOs, does the PIU have the 

necessary reporting and monitoring features 

built into its systems to track the use of project 

proceeds by such agencies? 

Irrelevant.  

2.11 Are the beneficiaries required to contribute to 

project costs? If beneficiaries have an option 

to contribute in kind (in the form of labor), are 

proper guidelines formulated to record and 

value the labor contribution? 

No.  
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Topic Response Remarks 

3 Staffing  

(Focus on entity responsible for FM processes 

– and state which entity is subject of the 

responses) 

  

3.1 What is the (proposed) organizational 

structure of the accounting department? 

Attach an organization chart. 

CQTG’s accounting and 
finance department 
contains 9 divisions under 
the Financial Controller and 
the finance manager: 
budgeting, fund flow 
management, asset 
management, taxation, 
cashier, information 
system, accounting, 
financial accounting 
consolidation, document 
filing. 

 

3.2 Identify the (proposed) accounts staff, 

including job title, responsibilities, educational 

background and professional experience. 

Attach job descriptions and curriculum vitae of 

key accounting staff. 

 

Yes. Information on the 
proposed accounts staff 
for the project is given in 
the main text. 

3.3 Is the project finance and accounting function 

staffed adequately? 

 

Yes.  

3.4 Is the finance and accounts staff adequately 

qualified and experienced? 

 

Yes.  

3.5 Are the project accounts and finance staff 

trained in ADB procedures? 

 

No.  

3.6 What is the duration of the contract with the 

finance and accounts staff? 

 

No fixed duration. Long-
term employment is 
preferable for accounting 
staff. 

 

3.7 Indicate key positions not contracted yet, and 

the estimated date of appointment. 

 

No.   

3.8 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? 

 

Yes.  
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3.9 At what frequency are personnel transferred? 

 

Low frequency. Accounting staff may be 
transferred between the 
implementing agency 
and subsidiaries. 

3.10 What is training policy for the finance and 

accounting staff? 

 

Training is organized by the 
government’s finance 
bureau, transport bureau 
and the state-owned asset 
management committee. 

 

4. Accounting Policies and Procedures 

(Focus on entity responsible for FM processes 

– and state which entity is subject of the 

responses) 

  

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? Will the 

project use the entity accounting system? 

Yes.  

4.2 Are controls in place concerning the 

preparation and approval of transactions, 

ensuring that all transactions are correctly 

made and adequately explained? 

Yes.  

4.3 Is the chart of accounts adequate to properly 

account for and report on project activities and 

disbursement categories? 

Yes.  

4.4 Are cost allocations to the various funding 

sources made accurately and in accordance 

with established agreements? 

Yes.  

4.5 Are the General Ledger and subsidiary 

ledgers reconciled and in balance? 

Yes.  

4.6 Are all accounting and supporting documents 

retained on a permanent basis in a defined 

system that allows authorized users easy 

access?  

Yes.  

 Segregation of Duties   

4.7 Are the following functional responsibilities 

performed by different units or persons: (i) 

authorization to execute a transaction; (ii) 

recording of the transaction; and (iii) custody 

of assets involved in the transaction? 

Yes.  

4.8 Are the functions of ordering, receiving, 

accounting for, and paying for goods and 

services appropriately segregated? 

Yes.  
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4.9 Are bank reconciliations prepared by 

someone other than those who make or 

approve payments? 

Yes.  

 Budgeting System   

4.10 Do budgets include physical and financial 

targets?  

Yes.  

4.11 Are budgets prepared for all significant 

activities in sufficient detail to provide a 

meaningful tool with which to monitor 

subsequent performance? 

Yes.  

4.12 Are actual expenditures compared to the 

budget with reasonable frequency, and 

explanations required for significant variations 

from the budget? 

Yes. A budget execution 
report is required for the 
member companies to 
explain the variations 
from the budget. 

4.13 Are approvals for variations from the budget 

required in advance or after the fact? 

 

Yes. If there are significant 
variations from the 
budget, the implementing 
agency will supervise the 
relevant unit to take 
appropriate actions.  

4.14 Who is responsible for preparation and 

approval of budgets? 

 

The CQTG’s accounting 
department summarizes 
the budgets from the 
member companies and 
make an overall annual 
budget for approval by the 
board of directors. 

 

4.15 Are procedures in place to plan project 

activities, collect information from the units in 

charge of the different components, and 

prepare the budgets? 

Yes. A budgeting rule is 
strictly followed. 

 

4.16 Are the project plans and budgets of project 

activities realistic, based on valid 

assumptions, and developed by 

knowledgeable individuals? 

Yes.  



17 
 

Topic Response Remarks 

 Payments   

4.17 Do invoice-processing procedures provide for: 

(i) Copies of purchase orders and receiving 

reports to be obtained directly from issuing 

departments? (ii) Comparison of invoice 

quantities, prices and terms, with those 

indicated on the purchase order and with 

records of goods actually received? (iii) 

Comparison of invoice quantities with those 

indicated on the receiving reports? (iv) 

Checking the accuracy of calculations? 

Yes. All invoices are 
processed by the 
computer system. 

4.18 Are all invoices stamped PAID, dated, 

reviewed and approved, and clearly marked 

for account code assignment?  

Yes.  

4.19 Do controls exist for the preparation of the 

payroll and are changes to the payroll 

properly authorized? 

Yes.  

 Policies And Procedures   

4.20 What is the basis of accounting (e.g., cash, 

accrual)? 

Accrual basis.  

4.21 What accounting standards are followed? 

 

[People’s Republic of]China 
Business Enterprise 
Accounting System (2007) 

 

4.22 Does the project have an adequate policies 

and procedures manual to guide activities and 

ensure staff accountability? 

Yes.  

4.23 Is the accounting policy and procedure 

manual updated for the project activities? 

Yes. The company will add 
contents relative to the 
ADB loan into the 
manual. 

4.24 Do procedures exist to ensure that only 

authorized persons can alter or establish a 

new accounting principle, policy or procedure 

to be used by the entity? 

 

Yes.  

4.25 Are there written policies and procedures 

covering all routine financial management and 

related administrative activities? 

 

Yes.  

4.26 Do policies and procedures clearly define 

conflict of interest and related party 

transactions (real and apparent) and provide 

safeguards to protect the organization from 

them? 

 

Yes.  
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4.27 Are manuals distributed to appropriate 

personnel? 

 

Yes.  

 Cash and Bank   

4.28 Indicate names and positions of authorized 

signatories in the bank accounts. 

 

The authorized signatories 
in the bank account are the 
financial chops and 
General Manager’s 
signature. 

 

4.29 Does the organization maintain an adequate, 

up-to-date cashbook, recording receipts and 

payments? 

Yes.  

4.30 Do controls exist for the collection, timely 

deposit and recording of receipts at each 

collection location? 

Yes.  

4.31 Are bank and cash reconciled on a monthly 

basis? 

Yes  

4.32 Are all unusual items on the bank 

reconciliation reviewed and approved by a 

responsible official? 

Yes  

4.33 Are all receipts deposited on a timely basis? Yes  

 Safeguard over Assets   

4.34 Is there a system of adequate safeguards to 

protect assets from fraud, waste and abuse? 

Yes  

4.35 Are subsidiary records of fixed assets and 

stocks kept up to date and reconciled with 

control accounts? 

Yes,   

4.36 Are there periodic physical inventories of fixed 

assets and stocks? 

Checks of physical 

inventories of fixed assets 

are performed twice a year. 

 

4.37 Are assets sufficiently covered by insurance 

policies? 

Yes.  

 Other Offices and Implementing Entities   

4.38 Are there any other regional offices or 

executing entities participating in 

implementation? 

No. The project is to be 
solely implemented by 
CQTG and its 
subsidiaries in 
Chongqing City. 

4.39 Has the project established controls and 

procedures for flow of funds, financial 

information, accountability, and audits in 

relation to the other offices or entities?  

Yes.  
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4.40 Does information among the different 

offices/implementing agencies flow in an 

accurate and timely fashion? 

Yes.  

4.41 Are periodic reconciliations performed among 

the different offices/implementing agencies? 

Yes.  

 Advance Payments   

4.42 Does the entity have adequate guidelines for 

advance payments to individual staff and 

regional offices (if applicable)?  

Yes.  

4.43 Do the guidelines clearly define proper 

authorizations, ceiling of advance amounts 

and appropriate liquidation periods? 

Yes.  

4.44 Are controls in place to monitor outstanding 

advances and ensure frequent liquidation? 

Are the outstanding advances periodically 

confirmed with the concerned staff? 

Yes  

4.45 Do regional offices open separate bank 

accounts or maintain cashbooks to be used 

exclusively for advances from ADB financing, 

counterpart funding and other financiers? Are 

the bank accounts and cashbook reconciled 

to the general ledger or sub-ledger on a 

monthly basis? 

Yes  

 Other   

4.46 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? 

Yes  

5. Internal Audit   

5.1 Is there an internal audit department in the 

entity? 

Yes Internal audit offices exist 

at both the CQTG level 

and its subsidiaries level. 

5.2 What are the qualifications and experience of 

audit department staff?  

 

The internal audit staff 

usually has accounting 

background and is required 

to obtain an internal audit 

certificate through training.  

 

5.3 To whom does the internal auditor report? 

 

Directly report to the board 

of directors of CQTG. 

 

5.4 Will the internal audit department include the 

project in its work program? 

 

Yes The project audit is 

mainly carried out at the 

subsidiary level. 
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5.5 Are actions taken on the internal audit 

findings? 

Yes. Remedy is required to be 

quickly implemented.  

6. External Audit   

6.1 Is the entity financial statement audited 

regularly by an independent auditor? Who is 

the auditor? 

 

Yes, the auditor is Jin Die 

software company audit 

firm as the leading auditor 

with some smaller auditors 

to cover the 200 

subsidiaries at various 

levels.  

As per the requirement of 

the State Asset 

Administration, the 

external auditor should 

be shifted every 5 years.  

6.2 Are there any delays in audit of the entity? 

When are the audit reports issued? 

No, the audit report is 

usually issued in April each 

year. 

 

6.3 Is the audit of the entity conducted according 

to the International Standards on Auditing? 

 

The People’s Republic of 

China (PRC) has its own 

audit law and 

specifications. But it is quite 

close to the international 

one. 

 

6.4 Were there any major accountability issues 

brought out in the audit report of the past 

three years? 

Were there any issues noted in prior audit 

reports related to the operation of imprest 

account or use of SOE procedures? 

 

No  

6.5 Will the entity auditor audit the project 

accounts or will another auditor be appointed 

to audit the project financial statements? 

 

The project’s auditor will be 

a different one, who will be 

designated by the 

government and 

acknowledged by ADB. 

 

6.6 Are there any recommendations made by the 

auditors in prior audit reports or management 

letters that have not yet been implemented? 

 

No  

6.7 Is the project subject to any kind of audit from 

an independent governmental entity (e.g., the 

supreme audit institution) in addition to the 

external audit? 

 

No  

6.8 Has the project prepared acceptable terms of 

reference for an annual project audit? 

 

Yes  
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7. Reporting and Monitoring   

7.1 Are financial statements prepared for the 

entity? In accordance with which accounting 

standards? 

 

Yes, in accordance with 

[People’s Republic of] 

China Business Enterprise 

System, very similar to the 

international accounting 

standards. 

 

7.2 Are financial statements prepared for the 

implementing unit? 

Yes  

7.3 What is the frequency of preparation of 

financial statements? Are the reports 

prepared in a timely fashion so as to useful to 

management for decision making?  

Financial statements are 

usually prepared monthly.  

 

 

7.4 Does the reporting system need to be 

adapted to report on the project components? 

 

Yes  

7.5 Does the reporting system have the capacity 

to link the financial information with the 

project's physical progress? If separate 

systems are used to gather and compile 

physical data, what controls are in place to 

reduce the risk that the physical data may not 

synchronize with the financial data? 

No. This is done through 

frequent checks and 

reconciliations between the 

physical and financial data. 

 

 

7.6 Does the project have established financial 

management reporting responsibilities that 

specify what reports are to be prepared, what 

they are to contain, and how they are to be 

used? 

Yes.  The project has 

established financial 

management reporting 

system. 

7.7 Are financial management reports used by 

management? 

Yes  

7.8 Do the financial reports compare actual 

expenditures with budgeted and programmed 

allocations? 

Yes The budget 

implementation analysis 

takes place quarterly. 

7.9 Are financial reports prepared directly by the 

automated accounting system or are they 

prepared by spreadsheets or some other 

means? 

Yes. Financial reports are 

prepared by the 

computerized accounting 

system. 

8. Information Systems   

8.1 Is the financial management system 

computerized? 

 

Yes  
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8.2 Can the system produce the necessary 

project financial reports? 

 

Yes  

8.3 Is the staff adequately trained to maintain the 

system? 

 

Yes Everybody must be 

trained and pass through 

the exam before 

operating the system. 

8.4 Does the management organization and 

processing system safeguard the 

confidentiality, integrity and availability of the 

data? 

 

Yes  
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Appendix 3: Financial Management Assessment Questionnaire for Chongqing Ship 
Company 

 
 

Topic Response Remarks 

1. Implementing Agency   

1.1  Which entity is the implementing agency 
for the project financial management? 

What is the entity’s legal status?  

Chongqing Ship Company is a 
state-owned company 
established by the Corporate 
Law.   

It is a fully-owned 
subsidiary by Chongqing 
Transport Holding Group 
Company (CQTG). It will 
be a Project 
Implementing Unit (PIU) 
responsible for one of the 
four project components 

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

Yes. External financing such 
as commercial loan is always 
an important financing source 
for the company. 

 

1.2b Will financial management of the project 
be the responsibility of a stand-alone PIU? 
- or of a PIU using implementing agency 
financial systems? 

The PIU will use the 
implementing agency’s 
integrated financial system. 

 

1.3 What are the statutory reporting 
requirements for the entity? 

The financial reports include 
balance sheet, income 
statement, cash flow 
statement, statement of 
owner’s equity changing status 
and all the related sub-
statements. 

The company prepares 
all the documents 
monthly. 

1.4  Is the governing body for the project 
independent? 

Yes. It is an independent legal 
entity. 

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

Yes.  

2.  Funds Flow/Disbursement 
Arrangements 

  

2.1

  

Describe (proposed) project funds flow 

arrangements, including a chart and 

explanation of the flow of funds from ADB, 

government and other financiers. 

 The fund flow chart is 
illustrated in the main 
text. 

2.2 Are the (proposed) arrangements to 

transfer the proceeds of the loan (from the 

government / Finance Ministry) to the 

entity satisfactory? 

Yes.  

2.3 Does the entity have previous experience 

of using imprest fund and SOE 

procedures? 

No.  
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2.4 In which bank will the Imprest Account be 

opened? 

May be the [People’s Republic 
of] China Industrial and 
Commercial Bank. 

 

2.5 Does the (proposed) implementing unit 

(executing agency, implementing agency 

or PIU) have experience in the 

management of disbursements from ADB? 

No.  

2.7 Does the entity have/need to develop 

capacity to manage foreign exchange 

risks? 

No. Its parent company 
(CQTG) will handle the issue 
of foreign exchange risk. 

 

2.8 How are the counterpart funds accessed? The counterpart fund required 
for the relevant component will 
be fully injected by CQTG 
which currently has sufficient 
cash reserve.  

 

2.9 How are payments made for the 

counterpart funds? 

The counterpart funds will be 
disbursed from CQTG to the 
sub-projects through the PIU. 

 

2.10 If part of the project is implemented by 

communities or NGOs, does the PIU have 

the necessary reporting and monitoring 

features built into its systems to track the 

use of project proceeds by such agencies? 

Irrelevant.  

2.11 Are the beneficiaries required to contribute 

to project costs? If beneficiaries have an 

option to contribute in kind (in the form of 

labor), are proper guidelines formulated to 

record and value the labor contribution? 

No.  

3 Staffing  

(Focus on entity responsible for FM 

processes – and state which entity is 

subject of the responses) 

  

3.1 What is the (proposed) organizational 

structure of the accounting department? 

Attach an organization chart. 

Same answer as the next one.  

3.2 Identify the (proposed) accounts staff, 

including job title, responsibilities, 

educational background and professional 

experience. Attach job descriptions and 

CVs of key accounting staff. 

 

Information on the proposed 
accounts staff for the project is 
given in the main text. 

 

3.3 Is the project finance and accounting 

function staffed adequately? 

 

Yes.  
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3.4 Is the finance and accounts staff 

adequately qualified and experienced? 

 

Yes.  

3.5 Are the project accounts and finance staff 

trained in ADB procedures? 

 

No.  

3.6 What is the duration of the contract with 

the finance and accounts staff? 

 

No fixed duration. Long-term 
employment is preferable for 
accounting staff. 

 

3.7 Indicate key positions not contracted yet, 

and the estimated date of appointment. 

 

No.   

3.8 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? 

 

Yes.  

3.9 At what frequency are personnel 

transferred? 

 

Low frequency. Accounting staff may be 
transferred between the 
implementing agency and 
subsidiaries. 

3.10 What is training policy for the finance and 

accounting staff? 

 

Training is conducted 
irregularly each year on 
accounting standards and 
continuous education. 

 

4. Accounting Policies and Procedures 

(Focus on entity responsible for FM 

processes – and state which entity is 

subject of the responses) 

  

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? Will the project use the entity 

accounting system? 

Yes.  

4.2 Are controls in place concerning the 

preparation and approval of transactions, 

ensuring that all transactions are correctly 

made and adequately explained? 

Yes.  

4.3 Is the chart of accounts adequate to 

properly account for and report on project 

activities and disbursement categories? 

Yes.  
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4.4 Are cost allocations to the various funding 

sources made accurately and in 

accordance with established agreements? 

Yes.  

4.5 Are the General Ledger and subsidiary 

ledgers reconciled and in balance? 

Yes.  

4.6 Are all accounting and supporting 

documents retained on a permanent basis 

in a defined system that allows authorized 

users easy access?  

Yes.  

 Segregation of Duties   

4.7 Are the following functional responsibilities 

performed by different units or persons: (i) 

authorization to execute a transaction; (ii) 

recording of the transaction; and (iii) 

custody of assets involved in the 

transaction? 

Yes.  

4.8 Are the functions of ordering, receiving, 

accounting for, and paying for goods and 

services appropriately segregated? 

Yes.  

4.9 Are bank reconciliations prepared by 

someone other than those who make or 

approve payments? 

Yes.  

 Budgeting System   

4.10 Do budgets include physical and financial 

targets?  

Yes.  

4.11 Are budgets prepared for all significant 

activities in sufficient detail to provide a 

meaningful tool with which to monitor 

subsequent performance? 

Yes.  

4.12 Are actual expenditures compared to the 

budget with reasonable frequency, and 

explanations required for significant 

variations from the budget? 

Yes, once a month.  

4.13 Are approvals for variations from the 

budget required in advance or after the 

fact? 

In advance.  

4.14 Who is responsible for preparation and 

approval of budgets? 

 

The accounting department 
summarizes the budgets from 
the operating departments for 
approval by the board of 
directors. 
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4.15 Are procedures in place to plan project 

activities, collect information from the units 

in charge of the different components, and 

prepare the budgets? 

Yes.   

4.16 Are the project plans and budgets of 

project activities realistic, based on valid 

assumptions, and developed by 

knowledgeable individuals? 

Yes.  

 Payments   

4.17 Do invoice-processing procedures provide 

for: (i) Copies of purchase orders and 

receiving reports to be obtained directly 

from issuing departments? (ii) Comparison 

of invoice quantities, prices and terms, with 

those indicated on the purchase order and 

with records of goods actually received? 

(iii) Comparison of invoice quantities with 

those indicated on the receiving reports? 

(iv) Checking the accuracy of calculations? 

Yes. All invoices are 
processed by the 
computer system. 

4.18 Are all invoices stamped PAID, dated, 

reviewed and approved, and clearly 

marked for account code assignment?  

Yes.  

4.19 Do controls exist for the preparation of the 

payroll and are changes to the payroll 

properly authorized? 

Yes.  

 Policies And Procedures   

4.20 What is the basis of accounting (e.g., cash, 

accrual)? 

Accrual basis.  

4.21 What accounting standards are followed? 

 

[People’s Republic of] China 
Business Enterprise 
Accounting System (2007) 

 

4.22 Does the project have an adequate 

policies and procedures manual to guide 

activities and ensure staff accountability? 

Yes.  

4.23 Is the accounting policy and procedure 

manual updated for the project activities? 

Yes.  

4.24 Do procedures exist to ensure that only 

authorized persons can alter or establish a 

new accounting principle, policy or 

procedure to be used by the entity? 

 

Yes.  
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4.25 Are there written policies and procedures 

covering all routine financial management 

and related administrative activities? 

 

Yes.  

4.26 Do policies and procedures clearly define 

conflict of interest and related party 

transactions (real and apparent) and 

provide safeguards to protect the 

organization from them? 

 

Yes.  

4.27 Are manuals distributed to appropriate 

personnel? 

 

Yes.  

 Cash and Bank   

4.28 Indicate names and positions of authorized 

signatories in the bank accounts. 

 

The authorized signatories in 
the bank account are the 
financial chops and General 
Manager’s signature. 

 

4.29 Does the organization maintain an 

adequate, up-to-date cashbook, recording 

receipts and payments? 

Yes.  

4.30 Do controls exist for the collection, timely 

deposit and recording of receipts at each 

collection location? 

Yes.  

4.31 Are bank and cash reconciled on a 

monthly basis? 

Yes  

4.32 Are all unusual items on the bank 

reconciliation reviewed and approved by a 

responsible official? 

Yes  

4.33 Are all receipts deposited on a timely 

basis? 

Yes  

 Safeguard over Assets   

4.34 Is there a system of adequate safeguards 

to protect assets from fraud, waste and 

abuse? 

Yes  

4.35 Are subsidiary records of fixed assets and 

stocks kept up to date and reconciled with 

control accounts? 

Yes,   

4.36 Are there periodic physical inventories of 

fixed assets and stocks? 

Yes.  

4.37 Are assets sufficiently covered by 

insurance policies? 

Yes.  
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 Other Offices and Implementing Entities   

4.38 Are there any other regional offices or 

executing entities participating in 

implementation? 

No. The project component is 
to be solely implemented 
by the PIU. 

4.39 Has the project established controls and 

procedures for flow of funds, financial 

information, accountability, and audits in 

relation to the other offices or entities?  

Yes.  

4.40 Does information among the different 

offices/implementing agencies flow in an 

accurate and timely fashion? 

Yes.  

4.41 Are periodic reconciliations performed 

among the different offices/implementing 

agencies? 

Yes.  

 Advance Payments   

4.42 Does the entity have adequate guidelines 

for advance payments to individual staff 

and regional offices (if applicable)?  

Yes.  

4.43 Do the guidelines clearly define proper 

authorizations, ceiling of advance amounts 

and appropriate liquidation periods? 

Yes.  

4.44 Are controls in place to monitor 

outstanding advances and ensure frequent 

liquidation? Are the outstanding advances 

periodically confirmed with the concerned 

staff? 

Yes  

4.45 Do regional offices open separate bank 

accounts or maintain cashbooks to be 

used exclusively for advances from ADB 

financing, counterpart funding and other 

financiers? Are the bank accounts and 

cashbook reconciled to the general ledger 

or sub-ledger on a monthly basis? 

Yes  

 Other   

4.46 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? 

Yes  

5. Internal Audit   

5.1 Is there an internal audit department in the 

entity? 

Yes Internal audit offices exist 

at both the CQTG level 

and its subsidiaries level. 
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5.2 What are the qualifications and experience 

of audit department staff?  

 

The internal audit staff usually 

has accounting background 

and is required to obtain an 

internal audit certificate 

through training.  

 

5.3 To whom does the internal auditor report? 

 

Directly report to the board of 

supervisors of the subsidiary. 

 

5.4 Will the internal audit department include 

the project in its work program? 

 

Yes  

5.5 Are actions taken on the internal audit 

findings? 

Yes.  

6. External Audit   

6.1 Is the entity financial statement audited 

regularly by an independent auditor? Who 

is the auditor? 

Yes, the auditor is Jin Die 

software company audit firm.  

 

6.2 Are there any delays in audit of the entity? 

When are the audit reports issued? 

No delay. The audit report is 

usually issued at the beginning 

of each year. 

 

6.3 Is the audit of the entity conducted 

according to the International Standards 

on Auditing? 

 

The PRC has its own audit law 

and specifications. But it is 

quite close to the international 

one. 

 

6.4 Were there any major accountability issues 

brought out in the audit report of the past 

three years? 

Were there any issues noted in prior audit 

reports related to the operation of imprest 

account or use of SOE procedures? 

 

No  

6.5 Will the entity auditor audit the project 

accounts or will another auditor be 

appointed to audit the project financial 

statements? 

 

The project’s auditor will be a 

different one, who will be 

designated by the government 

and acknowledged by ADB. 

 

6.6 Are there any recommendations made by 

the auditors in prior audit reports or 

management letters that have not yet been 

implemented? 

 

No  
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6.7 Is the project subject to any kind of audit 

from an independent governmental entity 

(e.g., the supreme audit institution) in 

addition to the external audit? 

 

No  

6.8 Has the project prepared acceptable terms 

of reference for an annual project audit? 

 

Yes  

7. Reporting and Monitoring   

7.1 Are financial statements prepared for the 

entity? In accordance with which 

accounting standards? 

 

Yes, in accordance with 

[People’s Republic of] China 

Business Enterprise System, 

very similar to the international 

accounting standards. 

 

7.2 Are financial statements prepared for the 

implementing unit? 

Yes  

7.3 What is the frequency of preparation of 

financial statements? Are the reports 

prepared in a timely fashion so as to useful 

to management for decision making?  

Financial statements are 

usually prepared monthly.  

 

 

7.4 Does the reporting system need to be 

adapted to report on the project 

components? 

 

Yes  

7.5 Does the reporting system have the 

capacity to link the financial information 

with the project's physical progress? If 

separate systems are used to gather and 

compile physical data, what controls are in 

place to reduce the risk that the physical 

data may not synchronize with the financial 

data? 

No. This is done through 

frequent checks and 

reconciliations between the 

physical and financial data. 

 

 

7.6 Does the project have established financial 

management reporting responsibilities that 

specify what reports are to be prepared, 

what they are to contain, and how they are 

to be used? 

Yes.   

7.7 Are financial management reports used by 

management? 

Yes  

7.8 Do the financial reports compare actual 

expenditures with budgeted and 

programmed allocations? 

Yes  
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7.9 Are financial reports prepared directly by 

the automated accounting system or are 

they prepared by spreadsheets or some 

other means? 

Yes. Financial reports are 

prepared by the 

computerized accounting 

system. 

8. Information Systems   

8.1 Is the financial management system 

computerized? 

 

Yes  

8.2 Can the system produce the necessary 

project financial reports? 

 

Yes  

8.3 Is the staff adequately trained to maintain 

the system? 

 

Yes Everybody must be 

trained and pass through 

the exam before 

operating the system. 

8.4 Does the management organization and 

processing system safeguard the 

confidentiality, integrity and availability of 

the data? 

 

Yes  
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Appendix 4: Financial Management Assessment Questionnaire for Chongqing Highway 
Transport Company 

 
 

Topic Response Remarks 

1. Implementing Agency   

1.1  Which entity is the implementing agency 
for the project financial management? 

What is the entity’s legal status?  

Chongqing Highway Transport 
Company is a wholly-owned 
subsidiary of Chongqing 
Transport Holding Group 
Company (CQTG).   

 

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

Yes. Currently it has debt of 
CNY265 million to [People’s 
Republic of] China Industrial 
and Commercial Bank. 

 

1.2b Will financial management of the project 
be the responsibility of a stand-alone PIU? 
- or of a PIU using implementing agency 
financial systems? 

The PIU will use the 
implementing agency’s 
integrated financial system. 

 

1.3 What are the statutory reporting 
requirements for the entity? 

The financial reports include 
balance sheet, income 
statement, cash flow 
statement, statement of 
owner’s equity changing status 
and all the related sub-
statements. 

 

1.4  Is the governing body for the project 
independent? 

Yes. It is an independent legal 
entity. 

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

Yes.  

2.  Funds Flow/Disbursement 
Arrangements 

  

2.1

  

Describe (proposed) project funds flow 

arrangements, including a chart and 

explanation of the flow of funds from ADB, 

government and other financiers. 

The fund flow chart is 
illustrated in the main text. 

 

2.2 Are the (proposed) arrangements to 

transfer the proceeds of the loan (from the 

government / Finance Ministry) to the 

entity satisfactory? 

Yes.  

2.3 Does the entity have previous experience 

of using imprest fund and SOE 

procedures? 

No.  

2.4 In which bank will the Imprest Account be 

opened? 

May be the [People’s Republic 
of] China Industrial and 
Commercial Bank. 
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2.5 Does the (proposed) implementing unit 

(executing agency, implementing agency 

or PIU) have experience in the 

management of disbursements from ADB? 

No.  

2.7 Does the entity have/need to develop 

capacity to manage foreign exchange 

risks? 

No. Its parent company 
(CQTG) will handle the issue 
of foreign exchange risk. 

 

2.8 How are the counterpart funds accessed? The counterpart fund will be 
fully injected by CQTG.  

 

2.9 How are payments made for the 

counterpart funds? 

The counterpart funds will be 
disbursed from CQTG to the 
PIU. 

 

2.10 If part of the project is implemented by 

communities or NGOs, does the PIU have 

the necessary reporting and monitoring 

features built into its systems to track the 

use of project proceeds by such agencies? 

Irrelevant.  

2.11 Are the beneficiaries required to contribute 

to project costs? If beneficiaries have an 

option to contribute in kind (in the form of 

labor), are proper guidelines formulated to 

record and value the labor contribution? 

No.  

3 Staffing  

(Focus on entity responsible for FM 

processes – and state which entity is 

subject of the responses) 

  

3.1 What is the (proposed) organizational 

structure of the accounting department? 

Attach an organization chart. 

Same answer as the next one.  

3.2 Identify the (proposed) accounts staff, 

including job title, responsibilities, 

educational background and professional 

experience. Attach job descriptions and 

CVs of key accounting staff. 

Information on the proposed 
accounts staff for the project is 
given in the main text. 

 

3.3 Is the project finance and accounting 

function staffed adequately? 

Yes.  

3.4 Is the finance and accounts staff 

adequately qualified and experienced? 

Yes.  

3.5 Are the project accounts and finance staff 

trained in ADB procedures? 

No.  

3.6 What is the duration of the contract with 

the finance and accounts staff? 

No fixed duration.   

3.7 Indicate key positions not contracted yet, 

and the estimated date of appointment. 

No.   
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3.8 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? 

Yes.  

3.9 At what frequency are personnel 

transferred? 

Low frequency.  

3.10 What is training policy for the finance and 

accounting staff? 

 

Training is conducted 
irregularly each year on 
accounting standards and 
continuous education. 

 

4. Accounting Policies and Procedures 

(Focus on entity responsible for FM 

processes – and state which entity is 

subject of the responses) 

  

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? Will the project use the entity 

accounting system? 

Yes.  

4.2 Are controls in place concerning the 

preparation and approval of transactions, 

ensuring that all transactions are correctly 

made and adequately explained? 

Yes.  

4.3 Is the chart of accounts adequate to 

properly account for and report on project 

activities and disbursement categories? 

Yes.  

4.4 Are cost allocations to the various funding 

sources made accurately and in 

accordance with established agreements? 

Yes.  

4.5 Are the General Ledger and subsidiary 

ledgers reconciled and in balance? 

Yes.  

4.6 Are all accounting and supporting 

documents retained on a permanent basis 

in a defined system that allows authorized 

users easy access?  

Yes.  

 Segregation of Duties   
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4.7 Are the following functional responsibilities 

performed by different units or persons: (i) 

authorization to execute a transaction; (ii) 

recording of the transaction; and (iii) 

custody of assets involved in the 

transaction? 

Yes.  

4.8 Are the functions of ordering, receiving, 

accounting for, and paying for goods and 

services appropriately segregated? 

Yes.  

4.9 Are bank reconciliations prepared by 

someone other than those who make or 

approve payments? 

Yes.  

 Budgeting System   

4.10 Do budgets include physical and financial 

targets?  

Yes.  

4.11 Are budgets prepared for all significant 

activities in sufficient detail to provide a 

meaningful tool with which to monitor 

subsequent performance? 

Yes.  

4.12 Are actual expenditures compared to the 

budget with reasonable frequency, and 

explanations required for significant 

variations from the budget? 

Yes.  

4.13 Are approvals for variations from the 

budget required in advance or after the 

fact? 

In advance.  

4.14 Who is responsible for preparation and 

approval of budgets? 

 

The accounting department 
summarizes the budgets from 
the operating departments for 
approval by the board of 
directors. 

 

4.15 Are procedures in place to plan project 

activities, collect information from the units 

in charge of the different components, and 

prepare the budgets? 

Yes.   

4.16 Are the project plans and budgets of 

project activities realistic, based on valid 

assumptions, and developed by 

knowledgeable individuals? 

Yes.  
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 Payments   

4.17 Do invoice-processing procedures provide 

for: (i) Copies of purchase orders and 

receiving reports to be obtained directly 

from issuing departments? (ii) Comparison 

of invoice quantities, prices and terms, with 

those indicated on the purchase order and 

with records of goods actually received? 

(iii) Comparison of invoice quantities with 

those indicated on the receiving reports? 

(iv) Checking the accuracy of calculations? 

Yes.  

4.18 Are all invoices stamped PAID, dated, 

reviewed and approved, and clearly 

marked for account code assignment?  

Yes.  

4.19 Do controls exist for the preparation of the 

payroll and are changes to the payroll 

properly authorized? 

Yes.  

 Policies And Procedures   

4.20 What is the basis of accounting (e.g., cash, 

accrual)? 

Accrual basis.  

4.21 What accounting standards are followed? 

 

[People’s Republic of] China 
Business Enterprise 
Accounting System (2007) 

 

4.22 Does the project have an adequate 

policies and procedures manual to guide 

activities and ensure staff accountability? 

Yes.  

4.23 Is the accounting policy and procedure 

manual updated for the project activities? 

Yes.  

4.24 Do procedures exist to ensure that only 

authorized persons can alter or establish a 

new accounting principle, policy or 

procedure to be used by the entity? 

 

Yes.  

4.25 Are there written policies and procedures 

covering all routine financial management 

and related administrative activities? 

 

Yes.  

4.26 Do policies and procedures clearly define 

conflict of interest and related party 

transactions (real and apparent) and 

provide safeguards to protect the 

organization from them? 

 

Yes.  
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4.27 Are manuals distributed to appropriate 

personnel? 

 

Yes.  

 Cash and Bank   

4.28 Indicate names and positions of authorized 

signatories in the bank accounts. 

 

The authorized signatories in 
the bank account are Qing 
Banjun (finance manager) and 
Chen Nan (cashier). 

 

4.29 Does the organization maintain an 

adequate, up-to-date cashbook, recording 

receipts and payments? 

Yes.  

4.30 Do controls exist for the collection, timely 

deposit and recording of receipts at each 

collection location? 

Yes.  

4.31 Are bank and cash reconciled on a 

monthly basis? 

Yes  

4.32 Are all unusual items on the bank 

reconciliation reviewed and approved by a 

responsible official? 

Yes  

4.33 Are all receipts deposited on a timely 

basis? 

Yes  

 Safeguard over Assets   

4.34 Is there a system of adequate safeguards 

to protect assets from fraud, waste and 

abuse? 

Yes  

4.35 Are subsidiary records of fixed assets and 

stocks kept up to date and reconciled with 

control accounts? 

Yes,   

4.36 Are there periodic physical inventories of 

fixed assets and stocks? 

Yes.  

4.37 Are assets sufficiently covered by 

insurance policies? 

Yes.  

 Other Offices and Implementing Entities   

4.38 Are there any other regional offices or 

executing entities participating in 

implementation? 

No. The project component is 
to be solely implemented 
by the PIU. 

4.39 Has the project established controls and 

procedures for flow of funds, financial 

information, accountability, and audits in 

relation to the other offices or entities?  

Yes.  

4.40 Does information among the different 

offices/implementing agencies flow in an 

accurate and timely fashion? 

Yes.  
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4.41 Are periodic reconciliations performed 

among the different offices/implementing 

agencies? 

Yes.  

 Advance Payments   

4.42 Does the entity have adequate guidelines 

for advance payments to individual staff 

and regional offices (if applicable)?  

Yes.  

4.43 Do the guidelines clearly define proper 

authorizations, ceiling of advance amounts 

and appropriate liquidation periods? 

Yes.  

4.44 Are controls in place to monitor 

outstanding advances and ensure frequent 

liquidation? Are the outstanding advances 

periodically confirmed with the concerned 

staff? 

Yes  

4.45 Do regional offices open separate bank 

accounts or maintain cashbooks to be 

used exclusively for advances from ADB 

financing, counterpart funding and other 

financiers? Are the bank accounts and 

cashbook reconciled to the general ledger 

or sub-ledger on a monthly basis? 

Yes  

 Other   

4.46 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? 

Yes  

5. Internal Audit   

5.1 Is there an internal audit department in the 

entity? 

Yes  

5.2 What are the qualifications and experience 

of audit department staff?  

 

The internal audit staff usually 

has accounting background 

and is required to obtain an 

internal audit certificate 

through training.  

 

5.3 To whom does the internal auditor report? 

 

The general manager.  

5.4 Will the internal audit department include 

the project in its work program? 

 

Yes  

5.5 Are actions taken on the internal audit 

findings? 

Yes.  
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6. External Audit   

6.1 Is the entity financial statement audited 

regularly by an independent auditor? Who 

is the auditor? 

Yes.   

6.2 Are there any delays in audit of the entity? 

When are the audit reports issued? 

No delay. The audit report is 

usually issued within three 

months after year ending.  

 

6.3 Is the audit of the entity conducted 

according to the International Standards 

on Auditing? 

 

The PRC has its own audit law 

and specifications. But it is 

quite close to the international 

one. 

 

6.4 Were there any major accountability issues 

brought out in the audit report of the past 

three years? 

Were there any issues noted in prior audit 

reports related to the operation of imprest 

account or use of SOE procedures? 

No  

6.5 Will the entity auditor audit the project 

accounts or will another auditor be 

appointed to audit the project financial 

statements? 

The project’s auditor will be a 

different one, who will be 

designated by the government 

and acknowledged by ADB. 

 

6.6 Are there any recommendations made by 

the auditors in prior audit reports or 

management letters that have not yet been 

implemented? 

No  

6.7 Is the project subject to any kind of audit 

from an independent governmental entity 

(e.g., the supreme audit institution) in 

addition to the external audit? 

No  

6.8 Has the project prepared acceptable terms 

of reference for an annual project audit? 

Yes  

7. Reporting and Monitoring   

7.1 Are financial statements prepared for the 

entity? In accordance with which 

accounting standards? 

Yes.  

7.2 Are financial statements prepared for the 

implementing unit? 

Yes  

7.3 What is the frequency of preparation of 

financial statements? Are the reports 

prepared in a timely fashion so as to useful 

to management for decision making?  

Financial statements are 

usually prepared yearly.  
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7.4 Does the reporting system need to be 

adapted to report on the project 

components? 

Yes  

7.5 Does the reporting system have the 

capacity to link the financial information 

with the project's physical progress? If 

separate systems are used to gather and 

compile physical data, what controls are in 

place to reduce the risk that the physical 

data may not synchronize with the financial 

data? 

No. This is done through 

frequent checks and 

reconciliations between the 

physical and financial data. 

 

 

7.6 Does the project have established financial 

management reporting responsibilities that 

specify what reports are to be prepared, 

what they are to contain, and how they are 

to be used? 

Yes.   

7.7 Are financial management reports used by 

management? 

Yes  

7.8 Do the financial reports compare actual 

expenditures with budgeted and 

programmed allocations? 

Yes  

7.9 Are financial reports prepared directly by 

the automated accounting system or are 

they prepared by spreadsheets or some 

other means? 

Financial reports are prepared 

by the computerized 

accounting system. 

 

8. Information Systems   

8.1 Is the financial management system 

computerized? 

 

Yes  

8.2 Can the system produce the necessary 

project financial reports? 

 

Yes  

8.3 Is the staff adequately trained to maintain 

the system? 

Yes  

8.4 Does the management organization and 

processing system safeguard the 

confidentiality, integrity and availability of 

the data? 

 

Yes  

 
 


