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A. Summary Assessment and Conclusion 

1. A Financial Management Assessment (FMA) of the proposed project was conducted 
in accordance with Asian Development Bank’s (ADB) “Guidelines for the Financial 
Management and Analysis of Projects”1 and took notice of instructions from the “Financial 
Due Diligence: A Methodology Note (January 2009), Technical Guidance Note on Financial 
Management Assessment (May 2015).”  The FMA considered the role of the Ministry of 
Energy and Water (MEW) and the Ministry of Agriculture, Irrigation and Livestock (MAIL) as 
implementing agencies for the proposed Panj-Amu River Basin Project. 
 
2. Despite the significant development achieved since public financial management 
(PFM) reform were initiated by the Afghan Government in 2002, the Country Partnership 
Strategy of ADB (2009-2013), and Afghanistan Public Financial Management and 
Accountability Assessment2 still rated a high risk level in the public financial management 
environment.  The PEFA Report cited significant variance between MEW’s original budget 
and actual expenditure as a primary budgetary unit.  The same report also took notice that 
MAIL had a significant value in arrears as of end-SY1391 (December 2012).     
 
3. However, both MEW and MAIL have previously implemented ADB funded 
development projects, and are currently co-implementers of the first tranche of the Water 
Resources Development Investment Project (WRDIP).  This particular project began 
implementation in 2010 and thus far, the general output from external audit reports though at 
times late has shown no material qualifications.  Their respective Project Management 
Offices (PMO) had been incorporating measures to help improve the efficiency of financial 
management systems.  Even though truth remains that both MEW and MAIL still has much 
room for improvement, the proposed financial management arrangements for the proposed 
project are considered “acceptable”. 
 
4. Since PMOs operate within government systems, reports are only made available as 
it is generated by the Special Disbursement Unit (SDU) and is mostly generic in nature.  The 
PMO will maintain parallel financial management arrangements to monitor expense and 
provide reports in a timely manner.  Operations of both agencies will be supported by 
international consultants with clearly defined outputs as they implement the project.  The 
overall financial management risk is assessed to be Moderate for MEW and MAIL.  The 
project level financial management risk is rated Low, as both MAIL and MEW PMO have 
already been implementing donor funded development projects for some time. 
 
5. The following action plan is proposed for the MAIL PMO to mitigate identified risks. 

a) Strengthen the capacity of the PMO finance team in ADB disbursement procedures. 
b) Provide an individual consultant for project financial bookkeeping and accounting. 
c) Engage the internal audit department to conduct internal audits. 
d) PMO Director to ensure compliance to financial covenants and audit 

recommendations. 
 

6. The following action plan is proposed for MEW PMO to mitigate identified risks. 

                                                      
1
 ADB. 2005. Guidelines for the Financial Management and Analysis of Projects. Manila. 

2
 The World Bank. Report No. 80996‐AF (Afghanistan Public Financial Management & Accountability 

Assessment, Aug 2013) 
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a) Expand training in ADB disbursement procedures to the MEW Finance Department. 
b) Recruit an individual consultant to provide oversight in finance and procurement 

operations. 
c) Obtain accounting software for project accounting. 
d) Engage the internal audit department to conduct internal audits of development 

projects. 
e) MEW Management to regularly review audit reports and take immediate action to 

address the findings. 
 

7. MAIL and MEW, as co-implementing agencies, require staff and consultant support 
at the PMO and PIO to ensure timely program implementation.  Though these units are 
backed up by a procurement mechanism (integrated work with respective Procurement 
Department), an accounting (consolidated disbursements with respective Finance 
Department), information, reporting and monitoring systems, these systems require further 
enhancements for a more efficient operation. 
 
8. Risk Analysis.  During the implementation phase, the PMOs might face some risks 
that can generally be divided in two main categories: (i) country level; and (ii) 
organization/project level.  Unavailability or delay in the release of counterpart funds can be 
attributed as a major country specific risk for the investment program. 
 
9. The following financial covenants are proposed for PARBP: 

(a) The Recipient shall: 
(i) Maintain separate accounts and records for the Project;  
(ii) Prepare annual financial statements for the Project in accordance with 

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

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

(iv) As part of each such audit, have the auditors prepare a report (which includes 
the auditors’ opinion on the financial statements, use of the Grant proceeds 
and compliance with the financial covenants of this Grant Agreement as well 
as on the use of the procedures for imprest fund(s) and statement of 
expenditures) and a management letter (which sets out the deficiencies in the 
internal control of the Project that were identified in the course of the audit, if 
any); and  

(v) Furnish to ADB, no later than 6 months after the end of each related fiscal 
year, copies of such audited financial statements, audit report and 
management letter, all in the English language, and such other information 
concerning these documents and the audit thereof as ADB shall from time to 
time reasonably request. 

(b) ADB shall disclose the annual audited financial statements for the Project and the 
opinion of the auditors on the financial statements within 30 days of the date of their 
receipt by posting them on ADB’s website. 

(c) The Recipient shall enable ADB, upon ADB's request, to discuss the financial 
statements for the Project and the Recipient's financial affairs where they relate to 
the Project with the auditors appointed pursuant to subsection (a)(iii) hereinabove, 
and shall authorize and require any representative of such auditors to participate in 
any such discussions requested by ADB. This is provided that such discussions shall 
be conducted only in the presence of an authorized officer of the Recipient, unless 
the Recipient shall otherwise agree. 
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B. Introduction 

 
10. This Financial Management Assessment (FMA) was conducted to (a) assess the 
capacity of MEW to implement and manage investments under Component 1 of the 
proposed project, (b) assess the capacity of MAIL to implement and manage investments 
under Component 2 and 3 and (c) propose ways and means to strengthen the capacity of 
both agencies.  A particular objective is enhancing competence levels to achieve the 
government’s goals of institutional development.  The assessment outlines the financial 
environment of MEW and MAIL and the financial risks that may affect project impact and 
sustainability. 
 
11. This assessment is an update from that prepared for the same ministries in 
connection with the Water Resources Development Investment Project during the Project 
Preparatory Technical Assistance in September 2009, and reflects subsequent 
developments, agreements and changes.  Update activities included reviewing documents, 
interviewing counterparts and consultants, and discussing issues with stakeholders.  
Mitigating actions were identified together with counterparts. 
 
C. Project Description 

 
12. The outcome of the proposed Panj-Amu River Basin Program is ‘Increased 
agricultural productivity in the Panj-Amu basin (higher crop yields and cropped areas) due to 
improved access to and more efficient and sustainable use of water’.  The Project’s outputs 
include: (i) improved water allocation and availability; (ii) Enhancement of On-Farm Water 
Management; and (iii) protection and proper maintenance of watershed (upper catchment).  
The underlying approach to executing the program is to integrate the physical and non-
physical components with the aim of improving the efficiency of water use in the target 
schemes and improve the water distribution within the target irrigation schemes, many of 
which are along the same river network. 
 
13. The envisaged amount earmarked for the project is about $75 million (EU co-
financing equivalent to $49m and $26m from ADB).  ADB financing will be provided from the 
Asian Development Fund (ADF).  The period of implementation will be seven years.  The 
Program will finance civil works, equipment and goods, capacity development, consulting 
services, and recurrent costs.  The executing agency for the project will be the Ministry of 
Finance (MOF) and the implementing agencies will be the Ministry of Energy and Water 
(MEW) and the Ministry of Agriculture, Irrigation and Livestock (MAIL). 
 
D. Country Level Issues 

 
14. Country-level issues identified were based on the World Bank’s Public Financial 
Management and Accountability (PFMA) Assessment and ADB’s Country Assistance 
Program Evaluation3.  These issues which have the potential to impact project financial 
management includes a fragile public financial management (PFM) environment, 
management skills and staff capacity issues. 
 

1. Public Financial Management Arrangements 
 

15. Although Afghanistan has a relatively well-developed public financial management 
(PFM) infrastructure for a post-conflict environment, it is still relatively weak and is 
considered to be of high risk.  The PFM’s foundation is a comprehensive budget that is 
presented to Parliament for approval before the end of the Fiscal Year.  Given the 

                                                      
3
 ADB. October 2012. Country Assistance Program Evaluation (Islamic Republic of Afghanistan) 
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centralized nature of the budget, it practically gives the entire general government sector’s 
financial position.  MOF plays a pivotal role in budget preparation and expenditure control.  
MOF prepares annual budgets that meet internationally accepted standards of public 
financial management performance at an acceptable level.  Line ministries, such as MEW 
and MAIL as primary budgetary units, have well-defined roles in implementing the budget, 
however, their role in accounting and/or reporting is minimal.   
 
16. Since budget is centrally administered, disbursements are effected only through the 
Special Disbursement Unit (SDU) under Treasury Department of MOF.  An integrated 
financial management system, the Afghanistan Management and Information System 
(AFMIS), originally intended to establish a financial information system has now been 
expanded to handle auditable transactions for expenditure and budget controls.  This system 
is at the heart of control and reporting functions of the Afghan Government and had been 
highly rated in PEFA studies on Afghanistan. 
 
17. The Afghan National Budget4 is the primary tool for implementing the priorities and 
policies of the government as a whole.  The Budget Formulation process is summarized in 
the diagram below. 

 
 
 
 
 
 
 
 
 
 
 
 
18. Afghanistan has accomplished, in a difficult post‐conflict situation, remarkable 
progress on the fiscal front. Despite pressures, fiscal discipline has been strictly enforced 
and maintained, and there is significant fiscal transparency.  However, budget credibility still 
remains to be one of the major drawbacks in PFM arrangements.  The PEFA Report cited 
significant variance between MEW’s original budget and their actual expenditure as a 
primary budgetary unit.  High variance reflects significant deviations between budgeted and 

actual expenditures, but also resulting from re‐allocations of contingency funding during 
budget execution. 
 
19. The same report also took notice of MAIL’s arrears as of end-SY1391 (December 
2012).  This is significant because MAIL, as a primary budgetary unit must ensure timely and 
accurate payment settlement and that, unless determined otherwise, all payments due to 
creditors must be settled within 30 days from the date of statement.  However, MAIL arrears 
are spread evenly across wages and salaries, goods and services, and acquisition of assets. 
 

2. Management Skills and Staff Capacity 
 

20.          In common with many ADB developing member countries (DMCs), the Islamic 

Republic of Afghanistan has a shortage of skills in general management, financial 
management, financial analysis and management accounting. In particular, a good number 
of accounts staff within the Finance Department does not possess practical skills beyond 
book-keeping.  The impact of these skill shortages on Government operations is amplified by 

                                                      
4
 Excerpt from Afghanistan Pre-Budget Document (Medium Term Budget Framework, 1395 – 1397), 2015. 
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high demand for financial skills from the private sector and parastatal entities, which pay 

higher remuneration and, in most cases, provide better conditions.           
 
E. Risk Analysis 

 
21. A Financial Management Internal Control and Risk Management Assessment was 
conducted. The risk-assessment approach is based largely on International Standard on 
Auditing 400: Risk Assessment and Internal Control.  The following risk assessments are 
based on existing circumstances, staffing and procedures, and include recommendations for 
risk mitigation measures. 
 

1. Inherent Risk 
 
22. 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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 H = High, S = Substantial, M = Moderate, N = Negligible or Low. 

Risk Type 
Risk 

Assessment
5
 

Risk Description Risk Mitigation 

1. Country-Specific 
Risk 

H Poor financial management, 
including inadequate 
accountability. 

Ongoing efforts are underway to 
strengthen PFM arrangements as 
outlined in the government’s Public 
Administration Reform and 
Economic Management (PAREM) 
Program. 
Learning from WRDIP experience, 
Consultants will have greater 
responsibility and accountability in 
ensuring financial management 
arrangements are adhered to. 

  Management Skills and Staff 
Capacity issues. 

The Government is implementing 
organizational reforms (budget, 
financial management, and 
procurement) through a capacity 
development plan to improve the 
capacity of IAs, including MAIL and 
MEW. 
To be augmented with capacity 
development plans based on (i) 
available ADB training resources, (ii) 
capacity development provision in 
ongoing and future ADB financed 
grants/loans, and (iii) capacity 
development opportunities by other 
development partners. 

2. Entity-Specific 
Risk 

   

 Ministry of 
Agriculture 
Irrigation and 
Livestock 

M Redundant Roles for Project 
Accounts Staff at the MAIL 
PMO, Accounts Staff at the 
Finance Department and 
Accounts Staff at the Treasury 
Department of the Ministry of 
Finance 

Operational and organizational roles 
will be clearly defined in the IA 
Structure with delineation of finance 
functions of project personnel 
involved in financial management. 
Develop work plans indicating core 
activities of all project personnel (i.e. 
PMO Accounts Staff of MAIL as IA). 

  Lack of internal control and 
weak internal audit function. 
Internal Audit Department of 
MAIL is inadequately staffed. 

MOF retains controllers in MAIL for 
Internal control of project payments.   
There is an Internal Audit Unit with 
MAIL, but services only operating 
budgets. Support to build the 
capacity of the Internal Audit Unit as 
part of the Implementation 
Consultant’s task so the unit could 
expand services to Development 
Projects like P-ARBP. This should 
provide the MEW PMO with timely 
feedback on procedural lapses and 
strengthen internal controls. 

 Ministry of 
Energy and 
Water 

M Redundant Roles of Project 
Accounts Staff at the MEW 
PMO, Accounts Staff at the 
Finance Department and 
Accounts Staff at the Treasury 
Department of the Ministry of 
Finance 

Operational and organizational roles 
will be clearly defined in the IA 
Structure, particularly the delineation 
of functions for accounting of all 
project personnel handling financial 
documentation. 
Develop work plans with core 
activities of project personnel (i.e. 
PMO Accounts Staff of MEW as IA) 
clearly defined. 
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2. Control Risk 

 
23. 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.  
 

Risk Type 
Risk 

Assessment
6
 

Risk Description Risk Mitigation 

1. Implementing 
Entity 

M PMO: Financial Management 
Policies and Procedures are in 
place, however personnel still 
needs to gain experience 

Implementation Consultants to be 
hired for the project should include a 
Financial Management Specialist 
that would provide support for both 
MEW and MAIL PMOs to assist in 
enhancing the financial 
management system. 
Implementation consultants will be 
provided to strengthen the PMO and 
PIO capacity. 

 H PIO: Financial Management 
Procedures are outdated  

An FM Specialist will be part of the 
Implementation Consultants to 
support the PIO RBA (River Basin 
Authority) and PIO DAIL Natural 
Resources Administration/ 
Management to establish sound 
financial management. 

2. Funds Flow M Challenges may be 
encountered in managing 
disbursements, due to weak 
cash flows. This may cause 
delays in payments to 
consultants. 

The project will apply direct 
payment, commitment, and 
reimbursement procedures for the 
Contracts. 

3. Staffing M Staffing skills are satisfactory 
for bookkeeping, but staff 
responsibilities for the 

The FM Specialist will assist in 
providing Accounting staff with 
avenues to acquire higher skills 

                                                      
6
 H = High, S = Substantial, M = Moderate, N = Negligible or Low. 

  Inadequate salaries, aging 
staff and staff turnover. 

The Afghan Government began 
implementing the National Technical 
Assistance (NTA) Remuneration 
Policy, which should adjust 
remuneration to competitive levels 
and attract younger, highly qualified 
staff.   

3. Project-Specific 
Risk 

M Project Implementation Offices 
(PIO) in Department of 
Agriculture, Irrigation and 
Livestock (DAIL) Offices and 
in the River Basin Agency 
(RBA) may not have capacity 
to manage project fund flows 
and ensure disbursement 
arrangements 

All PIOs will be staffed both by 
project staff and consultants in the 
initial years, to improve project 
implementation.  
Experiences gained in prior ADB 
funded projects and further training 
in ADB procedures will help to 
mitigate this risk. 
To ensure timely cash flow and 
reduce administrative burden, the 
disbursement will largely adopt 
direct payment and commitment 
procedures.  Reimbursement 
procedures will be used for small 
amounts only. 

 M Low salaries and staff turnover 
in the PIO 

The project would be adopting the 
NTA Scale so as to limit turnover. 

Overall Assessment 
of Inherent Risk 

S   
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Risk Type 
Risk 

Assessment
6
 

Risk Description Risk Mitigation 

effectiveness of the 
accounting systems and 
reports could be improved. 

levels in accounting by allowing 
them to learn by example and 
through learning by association 
(objective is to increase the 
competence level of local 
counterparts). 

  Staff turnover and a lack of 
financial management skills. 

Project staff to be remunerated at 
NTA Remuneration Policy Rates to 
retain qualified staff and enable 
recruitment and retention of high 
caliber skilled staff. 

 M MEW and MAIL Accounting 
staff (non-PMO) has limited 
understanding of ADB 
procedures (i.e. Procurement 
and Disbursements.) 

Provide regular training on ADB’s 
procurement and disbursement 
processes. 

4. Accounting 
Policies and 
Procedures 

S Updated Accounting system 
not fully implemented (i.e. 
charts of accounts used for 
projects and activities). Project 
budgeting is carried out in 
some detail but use in 
performance reports is 
somewhat limited. 

Implementation consultants will be 
provided to assist in timely 
implementation of updated 
accounting system. 

5. Internal Audit S No effective internal audit 
function in place as coverage 
is limited to operating budget. 

Recommend for MEW to expand 
role of internal audit department to 
include audit of projects funded from 
the development budget instead of 
only auditing projects funded with 
the operations budget. Effectiveness 
will be monitored during 
implementation. 

6. External Audit M Capacity of external auditors 
in the country is weak and only 
applies ISSAI Level 3 
principles. 

Project financial auditing will be 
supported through project funds, 
enabling recruitment of good quality 
external auditors. 

7. Reporting and 
Monitoring 

S Financial reports are produced 
but are often based on 
unreconciled accounts, and 
are provided late (particularly 
audited project accounts). 

PMO and PIO need to reconcile 
account monthly and to provide 
Timely and reliable reporting to all 
stakeholders: implementing agency, 
user agencies, donors, and program 
and project management.  
PMO and PIO to prepare and submit 
to the management of ADB quarterly 
and annual progress reports on 
project implementation and 
operation. 
Monitor compliance with loan 
covenants, including submission of 
audit project accounts. 

8. Information 
Systems 

M MOF rolled out the AFMIS 
Software to the Line Ministries 
to assist in monitoring 
information uploaded to the 
Central Database and to 
minimize discrepancies of 
records.  At the moment, only 
Finance Department 
Personnel have access to the 
System, but the intent is for 
projects to also have access to 
reports generated by AFMIS. 

Close coordination of PMO Staff 
with Finance Department and MOF 
for timely access to record and 
information. 
Further, since PMOs do not have 
direct access to AFMIS, plans are in 
place for PMOs to procure proper 
accounting software. 

  Delays in roll out of AFMIS to 
regional offices, directorates 
and/or basin agencies. 

Given ongoing delays in AFMIS roll 
out, MEW and MAIL should examine 
options for sustaining existing 
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Risk Type 
Risk 

Assessment
6
 

Risk Description Risk Mitigation 

financial management systems. 

Overall Control Risk S 
  

 
24. The overall risk assessment is Substantial, and reflects the financial management 
arrangement provisions within the Project Management Offices of both MAIL and MEW as 
co-implementing agencies for the project. 
 
F. The Existing Project Financial Management System 

 
25. The project’s proposed financial management will follow the cash-based government 
accounting framework with PMO staff handling the maintenance of accounts, which is 
considered adequate.  External audit of project financial statements will be carried out by the 
same external auditor recruited by MAIL and MEW for the Water Resources Development 
Investment Project (WRDIP) and use project funds. 
 

1. Strengths 
26. The main strength of existing project FM (WRDIP Tranche 1 [MEW and MAIL]) is that 
experience in project financial management has been built up over the eight-year period 
since the project was approved, but this experience has not always translated into effective 
financial management. 
 

2. Weaknesses 

 
27. The major weaknesses are: 

(i) Entity: Entity arrangements do not emphasize the importance of the FM 
function or activities. Particular entity weaknesses include: 

 staff turnover and a lack of appropriate FM skills; and 

 outdated financial management arrangements in the regional offices. 
(ii) Reporting: Financial reports are produced but are often based on 

unreconciled accounts, and are provided late. As a result: 

 costs and progress of project activities have generally not been matched; 
and 

 information is often produced too late to be of real use. 
(iii) Internal Controls: Internal audit functions are limited to operating budget.  

Projects rely on external audits to identify weaknesses and irregularities, 
oftentimes at later stage. 
 

G. Implementing Entities 

 
28. The structures envisaged to manage and oversee program implementation at this 
stage of the design process include each of the key public sector stakeholder agencies7, and 
have been designed to encourage accountability and minimize risks of corruption.  The 
MEW PMO8 will manage implementation of Project Output 1 (Improved water allocation and 
availability), while MAIL PMO9 will manage implementation of both Output 2 (Enhancement 

                                                      
7
 Ministry of Finance (MOF), Ministry of Agriculture, Irrigation and Livestock (MAIL), Ministry of Energy and 

Water (MEW), DAIL, and River Basin Agency (RBA) 
8
 MEW PMO is currently implementing WRDIP Tranche 1 (G0170-AFG [EF] and G0167-AFG [SF]) and T2 

(G0362-AFG [SF]) and the Northern Flood Damaged Infrastructure Emergency Rehabilitation Project (G0411-
AFG [SF] and G0412-AFG [EF]) 

9
 MAIL PMO will be established jointly with the Irrigation Department and the Upper Catchment and Rangeland 

Departments under the MAIL Natural Resources Management Directorate. 



10 
 

of On-Farm Water Management) and Output 3 (protection and proper maintenance of 
watershed [upper catchment]). 
 
29. The underlying approach to implementing the program is to integrate the physical 
and non-physical components with the aim of improving the efficiency of water use in the 
target schemes and improve the water distribution within the target irrigation schemes, many 
of which are along the same river network.  Both MAIL and MEW PMO will comprise of 
contracted operational personnel (using NTA Rates) augmented by international and local 
consultants.  The structure and composition of the PMOs is designed to augment the limited 
number of qualified staff in MEW and MAIL.  The staff shortages arise from the difficulty 
government agencies have in retaining and recruiting qualified staff due to the high demand 
for engineers and experienced accounts staff in the private sector. 
 
30. To foster sustainability, Government procedures and documentation will be used in 
all implementation stages.  In addition to direct implementation roles, consultants will build 
capacity in key technical and management functions by training young professional staff 
seconded from both MAIL and MEW for the PMOs, and RBA and DAIL provincial authorities 
for the PIOs. 
 
31. Both MAIL and MEW PMOs will be staffed with Project Accountants whose duties 
include maintaining separate project financial statements, preparation of withdrawal 
applications, monitoring of loan covenants, preparation of project financial reports, 
coordination with the finance departments of their respective ministries, the treasury 
department of the Ministry of Finance and monitor the imprest accounts at Da Afghanistan 
Bank.  Implementation Consultants will provide support for the PMO during the initial years. 
 
32. The FM system proposed for the project is adequate, except for the need to install 
accounting software in place of using Excel.  Implementation consultants will support the 
accounting staff of the PMOs.  While in general, both MEW and MAIL uses AFMIS for 
accounting and reporting reasons, a separate accounting system for the PMOs based on a 
standard electronic spreadsheet is in place.  The PMOs retains original accounting 
documents of the project and provides a copy to the Finance Department of their respective 
ministries.  
 
H. Fund Flow Mechanisms 

 
33. Imprest account. The MEW PMO and MAIL PMO shall establish separate imprest 
accounts in US Dollars for project expenses through the Ministry of Finance at a bank 
acceptable to ADB. (Da Afghanistan Bank).  Each respective PMO will be responsible for 
maintaining and monitoring their respective Imprest accounts. 
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34. The borrower will be responsible for implementing the project according to the legal 
agreements and other implementation arrangements, more fully described in the PAM.  The 
funds flow chart is presented in figure below. 

 

35. On its part, ADB will monitor the project and review its progress to ensure that the 
loan and grant proceeds are spent as agreed upon.  When the grant becomes effective, a 
grant account will be opened in ADB’s books in the name of the borrower and the grant 
amount is credited to that account.  The grant proceeds will be disbursed in accordance with 
ADB’s Loan Disbursement Handbook (February 2015, as amended from time to time).  To 
expedite implementation of the Project through the timely release of funds, imprest accounts 
will be established at a commercial bank acceptable to ADB for exclusive use by the PMO.  
The imprest account will be managed, replenished, and liquidated in accordance with ADB’s 
Loan Disbursement Handbook, and detailed arrangements agreed to by the Borrower and 
ADB.  The initial amount to be deposited in the imprest account will not exceed six months of 
estimated expenditure and not more than 10% of the respective grant amounts, whichever is 
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less.  The ADB statement of expenditure procedures will be used for contracts valued at 
$100,000 or less.   
 
36. Direct Payment.  For consulting services, equipment and civil works following ICB 
and NCB procedures, funds will be disbursed directly by ADB.   
 
37. Reimbursement.  For contracts following Shopping for Works, Community 
Participation in Procurement procedures, and small expenditures related to PMO 
reimbursement, imprest fund procedures would be applied. 
 
I. Personnel 

 
38. Reimbursement.  For contracts following Shopping for Works, Community 
Participation in Procurement procedures, and small expenditures related to PMO 
reimbursement, imprest fund procedures would be applied. 
 
39. PMOs will manage and coordinate project activities.  The current MEW PMO Project 
Director will be designated as the same for the proposed project. MEW will nominate a 
Deputy Project Director or Project Manager with the appropriate qualifications and 
experience, and the appointment endorsed by ADB.  A finance and administration manager, 
finance and administration professional staff and support staff will provide assistance to the 
project director.  Also, consultant inputs will be provided in finance and procurement, 
irrigation engineering, river basin management, monitoring and evaluation, and environment 
management to support effective project implementation and monitoring. 
 
40. A PMO Project Director will be nominated by MAIL to head the Project Management 
Office that will be established under the Natural Resources Management (NRM) Directorate 
of MAIL.  The new PMO will manage the implementation of both Component 2 and 3. 
Staff Procedural Capacity10.  Building the capacity of the state has been a theme in most 
donor efforts. Most of those efforts have been on building the capacity of the national 
government, but some (less well structured) have been on building subnational 
governments. 
 
J. Accounting Policies and Financial Reporting 

 
41. Both MAIL and MEW use cash accounting methods in their regular and project 
operations.  Current accounting policies abides with the national guidelines as issued by 
MOF, which complies with International Public Sector Accounting Standards (IPSAS).  
Payment Data uploaded to AFMIS provides the backbone for the accounting system for 
report generation.  However, PMOs do not have direct access to AFMIS and as such have 
to use an electronic spreadsheet for record keeping.  A plan is in place for PMOs to procure 
proper accounting software. 
 
42. PMO staff with assistance from the financial management specialists under the 
consulting contract will assist in the preparation of supporting documents for expenditure, 
payment approvals, and submissions to MOF and ADB. 

 
 
K. Internal and External Audits 

 
43. In the past, the internal audit function has been limited to covering only operating 
budget what with lack of capacity, funding, and staff.  In order to limit the potential risk 

                                                      
10

 A Synthesis Paper of Lessons from Aid to Afghanistan, January 24, 2013. 
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associated with this situation, staffing of this department needs to be built up, and its 
functioning, need to be closely monitored to ensure that it functions as an effective internal 
control mechanism. 
 
44. External auditors for the project financial statements would be recruited following 
ADB’s procedures for recruitment of consultants.  They will carry out an audit following the 
International Standards of Auditing, and provide an opinion on the project financial 
statements.  In addition, they will be required to provide an opinion on the use of loan and 
grant proceeds, and compliance with financial covenants. They will also provide a 
Management Letter highlighting any weaknesses identified during their audit by them in the 
internal control systems. 
 
45. Both MAIL and MEW PMOs has complied with the covenant regarding submission of 
audited project financial statements under the ongoing grant11.  Audit report has no 
significant qualifications. 
 
46. MAIL and MEW, through their respective PMOs, will prepare and maintain separate 
accounts for project-related disbursements, which are acceptable to ADB, and in 
accordance with the provisions of the Financing Agreement. MAIL and MEW will prepare 
separate project financial statements. In addition, MOF12 will prepare a consolidated project 
financial statements of MEW and MAIL in accordance with the government's accounting 
laws and regulations which are consistent with international accounting principles and 
practices. After audit, the documents will be submitted to the Ministry of Finance and ADB.  
An audit review process will be established and commission financial and performance 
audits of the PMOs by an audit agency in accordance with auditing standards acceptable to 
ADB.  The audit report will include, among others, a separate opinion on the proper use of 
the imprest account and the statement of expenditure procedures. Project Accounts of P-
ARBP, together with disbursement documents, will be audited annually by independent 
auditors acceptable to ADB, and will be submitted to ADB in English within three months of 
the end of each fiscal year.  MAIL and MEW will be advised of ADB’s requirement for timely 
submission of audited project accounts and financial statements, and the suspension of 
disbursements of the ADB grant in case of non-compliance. 
 
L. Information Systems 

 
47. Although AFMIS is in place at the line ministry for streamlined processing of 
payments for development projects, the PMO does not have direct access to the system.  
The MEW Finance Department updates and uploads data from reports and payment 
requests submitted by the PMO.  The PMOs prepare Project financial statements using an 
electronic spreadsheet.13  These are then submitted to MOF and then to ADB on a quarterly 
and annual basis.  This system is in place for current projects implemented by MEW and 
MAIL.  However, there is a need to implement a more dynamic accounting system so as to 
easily integrate reports and allow the PMO to generate timely and more accurate reports.  
This will enable the PMO to (i) respond to operational and project-related queries pertaining 
to specific accounts, and (ii) prepare financial reports on the transactions that occurred in the 
reporting period.  The accounting system must be capable of generating financial reports for 
both external and internal MOF use.  As indicated, the capacity of the PMOs will be 
strengthened to have the capacity to undertake this role. 
 

                                                      
11

 MEW and MAIL are co-implementing the Water Resources Development Investment Project - Tranche 1 
(G0170-AFG [EF] and G0167-AFG [SF]) 

12
 A general project coordination unit is currently serving the ADB financed Water Resources Development 
Investment Program (WRDIP). This unit will also undertake the consolidated reporting for this project. 

13
 Microsoft Excel. 



14 
 

M. Financial Reporting Systems, including Use of Information Technology 

 
48. MAIL and MEW, through their PMOs, submit quarterly and annual progress reports 
to ADB, indicating progress made, highlighting physical accomplishments and financial 
progress, problems encountered, and steps taken to remedy the problems, and the program 
of activities along with expected progress during the remainder of the implementation period.  
P-ARBP Project Directors submit quarterly reports on project activities, in an agreed format, 
to MOF.  Reports incorporate project performance monitoring data and relevant financial 
data, and may include such other reports and information relating to the Project as ADB may 
reasonably request.  Reports are submitted within one month after the end of the quarter to 
which they relate.   The annual progress report includes an annual benefit monitoring report. 
 
49. Within three months of Project completion, MEW will submit a project completion 
report to ADB providing detailed evaluation of the project implementation and achievements, 
consultants’ performance, social and economic impacts, and other details as requested by 
ADB.  The responsibility for preparing these reports, accounts, and statements, and 
ensuring that they are submitted in accordance with the agreed time frame rests with the 
Project Director.  In general, ADB will require the following reports listed in Table 2 below to 
be prepared by PMO: 
 

Summary of Required Financial Reports 

Report Frequency Basis Duration Due date 

Project expenditures 
forecast 

Semi-annual Annual Term of project Every 6 months after 
commencement of 
loan project 

Operation plan Annual Annual 12 months Start of year 

Project expenditures 
report 

Monthly, 
Quarterly,  
Annually 

Monthly, 
Quarterly, or 
Annually 

Monthly, 
Quarterly, or 
Annually 

Monthly 

Audited Annual 
Financial Statements 

Annual Annual Annual June 23 of the 
subsequent year 

Program Completion 
Report 

Once Lifespan of 
the Program 

Lifespan of the 
Program 

3 months after the 
end of the program 

 

N. Procurement 

50. Governance risks in relation to procurement will be minimized by following ADB’s 
Procurement Guidelines April 2015.  International competitive bidding procedures will be 
followed for all contracts over $3 million for civil works and $0.5 million for goods. National 
competitive bidding will be used for contracts under these thresholds.  Shopping can be 
used for goods with contract values lower than $100,000, as appropriate. A detailed 
procurement plan has been prepared with contracts being packaged to attract international 
contractors as well as promote the national contracting industry. 
 
O. Disbursement Arrangements 

 
51. Grant proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (February 2015, as amended from time to time).  To expedite implementation of 
the Project through the timely release of funds, an imprest account will be established at a 
commercial bank acceptable to ADB for exclusive use by the PMO.  The imprest account will 
be managed, replenished, and liquidated in accordance with ADB’s Loan Disbursement 
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Handbook, and detailed arrangements agreed to by the Borrower and ADB.  The initial 
amount to be deposited in the imprest account will not exceed six months of estimated 
expenditure and not more than 10% of the respective loan amounts, whichever is less.  The 
ADB statement of expenditure procedures will be used for contracts valued at $100,000 or 
less.  For consulting services, equipment and civil works following ICB procedures, funds will 
be disbursed directly by ADB.  For contracts following NCB procedures, payments in excess 
of $100,000, funds will also be disbursed directly by ADB.  For payments less than $100,000 
and small expenditures related to the PMO reimbursement, imprest fund procedures will be 
applied. 
 

P. Action Plan 

 
Action Responsibility Resources Timing 

Appoint a PMO Director  MAIL MAIL (HR 
Department)  

Q3 2016 

Establish a MAIL PMO PMO Director MAIL (HR 
Department)  

Q3 2016 

Hire a Deputy Director and Accounting 
Staff for the MEW PMO 

MEW-PMO PMO Director and 
Staff 

Q3 2016 

Hire an Accounting Staff each for MEW 
PMO and MAIL PMO to handle Project 
Financial Bookkeeping and Accounting 

MEW-PMO MEW and MAIL (HR 
Department) 

Q3 2016 

Add a Project Unit under MEW-PMO for 
P-ARBP 

MEW-PMO 
Deputy Director 

PMO Director and 
Staff 

Q3 2016 

Procurement of Project Implementation 
Consultants (e.g. Financial Management 
Specialist) 

MAIL-PMO and 
MEW-PMO 

Procurement 
Department 

Q4 2016 

Upgrade Project Accounting, Information 
System [i.e. Acquisition of Standard 
Accounting Software] 

Accounting Staff + 
Consultant (FM 
Specialist) 

Procurement Team, 
P-ARBP Funds 

Q2 2017 

Provide Project Training for Ministry 
Finance Personnel and Project Staff: 

 Use of Spreadsheets 

 Use of an Accounting System 

 ADB Disbursement Procedures 

 ADB Procurement Procedures 

Accounting Staff + 
Consultant (FM 
Specialist) 

MEW and MAIL FM 
Personnel; ADB 
project Staff 
(WRDIP, NFDIP, 
WBMRP, PARBP) 

Q2 2017 – Q1 
2018 

Engage Internal Audit Department to 
expand role to include Internal Audit of 
Projects funded by the Development 
Budget 

MAIL-PMO and 
MEW-PMO 

Project Funds Q4 2017 

Ensure Financial Covenants and Audit 
Recommendations are complied with 

MAIL and MEW 
Management 

PMO Directors and 
Staff 

Q4 2017 
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Ministry of Energy and Water – Implementing Agency 

Financial Management Assessment Questionnaire 
 

Topic Response Potential Risk Event 

1. Implementing Agency    

1.1  What is the entity’s legal status / 
registration? 

Ministry of Energy and Water 
(MEW) is a department of the 
Islamic Republic of 
Afghanistan 

 

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

Not Applicable  

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

14
 

Nil  

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

Yes. MEW has implemented 
both On and Off Budget 
Externally funded projects. (i.e. 
Water Resources Development 
Project, Northern Flood 
Damaged Infrastructure 
Emergency Rehabilitation 
Project, Western Basins Water 
Resources Management 
Project, etc.) 

 

1.5 Briefly describe the statutory 
reporting requirements for the 
entity. 

MEW PMO is required to 
prepare on time planning and 
budgeting documents, 
procurement and financial 
plans, financial reports and 
annual audited financial 
statements and any other 
report as required from time to 
time 

 

1.6     Describe the regulatory or 
supervisory agency of the entity. 

The Ministry of Finance (MOF), 
Ministry of Economy (MOE), 
Supreme Council of Audit 
(SCA), Office of the President 
and Parliament provide 
regulatory oversight. 

 

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

Project Steering Committee 
(MOF, MEW, MAIL) chaired by 
the Ministry of Energy and 
Water. The PSC is an 
independent unit. 

Delays in decision 
making due to difficulty 
in convening PSC 
meetings 

                                                      
14 In such cases, consult OAI on the need for integrity due diligence on non-governmental beneficial owners. 
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Topic Response Potential Risk Event 

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

See MEW Structure Attached. 
The structure and governance 
is adequate for the project.  
The inclusion of a PMO 
provides flexibility for project 
operations. 

The PMO is not under 
the government’s 
tashkeel.  Sustainability 
is doubtful once the 
project closes. 

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

Yes  

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

Previous officers of the Entity 
had been suspected of non-
ethical actions.  They had been 
terminated and SCA had filed 
corresponding legal actions. 

Hesitancy on the part of 
current officials to take 
confident decisions. 

2. Funds Flow Arrangements    

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

EU Funds and ADB Funds are 
allocated for the Project.  
These are managed through 
the AITF and disbursed as 
request for payments are 
presented to MOF. 

Low 

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

Yes. Current modalities for 
On-Budget Projects functions 
adequately for the transfer of 
funds from the Finance 
Ministry to the end-recipients. 

Though systems are in 
place for efficient 
transfer of funds to end-
recipients, the system is 
still prone to “delays” 
(i.e. due to lack of or 
missing documentations 

2.3     Are the disbursement methods 
appropriate? 

Yes.  Current disbursement 
methods and arrangements 
complies with the ADB Loan 
Disbursement Handbook 2015 

 

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

Prior to the implementation of 
the AFMIS, there had been 
instances of corruption.  

(Ref. Afghanistan PFM Case Study, 
2011) 

 

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

Imprest Accounts are 
established at Da Afghanistan 
Bank (DAB) 

 

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

 

 

 

 Executing foreign and local 
currency transactions? Yes 
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Topic Response Potential Risk Event 

 Issuing and administering 
letters of credit (LC)? Yes 

 

 Handling a large volume of 
transaction? Yes 

 

 Issuing detailed monthly bank 
statements promptly? Yes 

 

2.7     Is the ceiling for disbursements 
from the imprest account and 
SOE appropriate/required? 

Yes, ceiling for disbursements 
and SOE is appropriate and 
should be required. 

Low ceilings may cause 
difficulty for projects to 
pay beneficiaries on 
time 

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

Yes, the PIU or PMO in this 
regard has adequate 
experience managing 
disbursements from ADB.  

 

2.9 Does the PIU have adequate 
administrative and accounting 
capacity to manage the imprest 
fund and statement of 
expenditure (SOE) procedures 
in accordance with ADB’s Loan 
Disbursement Handbook (LDH)? 
Identify any concern or 
uncertainty about the PIU’s 
administrative and accounting 
capability which would support 
the establishment of a ceiling on 
the use of the SOE procedure. 

Yes, the PIU or PMO in this 
regard has adequate capacity 
(administrative and 
accounting) to manage the 
imprest fund and SOE 
procedures in accordance with 
ADB’s LDH. 

Difficulty in accessing 
regular budget 
oftentimes prompts line 
ministries to tap 
development budgets to 
bridge funding gaps.  
The ceiling often serves 
as deterrent for such 
actions. 

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

Yes.  Because of significant 
fluctuations of the local 
currency, projects are 
encouraged to use US dollar 
as basis of payments and 
contracts. 

Use of local currency 
result to contractors 
receiving less than their 
original quoted price 

2.11 How are the counterpart funds 
accessed?  

 

Counterpart Funds has 
limited or no monetary 
component.  Usually in the 
form of use of facilities and 
local counterpart services. 

Monetization of the use 
of public facilities does 
not reflect actual cost 
contribution from the 
government 

2.12 How are payments made from 
the counterpart funds?  

 

Payments from counterpart 
funds are processed through 
payment requests (M16) 
processed by the Finance 
Department of implementing 
agency counterparts.  Such 
funds however are very limited. 
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Topic Response Potential Risk Event 

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

Yes.  All payments, 
irrespective of source, are 
processed through AFMIS.  
In this regard, Communities 
and NGOs are treated as 
contractors or vendors. 

If communities and/or 
NGOs do not have 
accounts, they will not 
be able to receive 
payments.  Community 
Councils are required to 
be registered as a legal 
entity.  

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

Yes.  Beneficiaries (in the 
form of WUAs or IAs) are 
oftentimes required to 
shoulder maintenance costs 
and labor.  

If there is no Water 
User Associations 
established, there 
would be difficulty 
educating beneficiaries 
of advantages 
presented by the 
project. 

3. Staffing    

3.1  What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart. 

MEW Structure attached as 
Annex 3. 

 

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

The current PMO will be 
assigned to the project.  
However, new staff will be 
required to augment the 
current unit (i.e. Deputy 
Project Director, Admin 
Officer, etc.) 

The PMO might be 
overstretched and 
function inefficiently if 
augmentation of 
qualified staff to handle 
the bulk of the increase 
in work is not in place. 

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

The PMO has a Finance 
Officer that handles 
accounting of project funds.  
The Finance Department 
then handles payments, 
recording of documents and 
update of AFMIS. 

 

3.4 Is the project finance and 
accounting function staffed 
adequately?  

No.  Additional IA staff 
dedicated to facilitate 
payment and monitor 
respective project accounts 
are required.   

 

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

MEW PMO personnel are 
adequately trained. Also, the 
assumption is that project 
staff to be hired for the PMO 
would have sufficient 
qualification.  

Hiring unqualified staff 
may cause inefficient 
operations. 
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Topic Response Potential Risk Event 

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

Yes, MEW PMO personnel 
are trained in ADB 
procedures. 

Difficulty hiring 
additional national staff 
familiar with ADB 
procedures 

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

MEW PMO staffs are mostly 
on a one-year contract.  
MEW Finance Department 
personnel are career civil 
servants.  

 

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

Once the project is 
operational, a Deputy Project 
Director and a Finance 
Officer needs to be 
appointed. 

 

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

This is an internal procedure 
handled at Ministry of 
Finance for personnel 
assigned at the SDU and 
Budget Department. 

 

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

Yes.  These are Tashkeel 
Positions defined within the 
structure of the Ministry of 
Energy and Water. 

 

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

PMO Finance Staff had been 
part of the PMO for at least 
three years.  Turnover rate at 
the Finance Department had 
been very minimal.  With the 
CBR Program, this would be 
further reduced.  However, 
changes in the national 
leadership had caused 
adjustments, mostly vertical 
realignments.  Exact figures 
are not available at this time. 
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Topic Response Potential Risk Event 

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

MEW follows MOF’s policy to 
strengthen its Human 
Resource (HR) management 
and its ability to develop the 
capacity of its human capital 
through the maintenance of a 
professional Human 
Resource Management 
Directorate (HRMD). See 
MOF HRMD Strategic Plan 
for Reference. 

 

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

MEW Staff participated in 
MOF trainings.  As per MOF 
HRMD 1391 – 1394 Strategic 
Plan. 

 

4. Accounting Policies and Procedures  

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

Yes.  MEW follows the 
system outlined in the MOF 
Accounting Manual ver. 1.6 
dated 6

th
 March 2012.  As 

this is adapted in its entirety 
by the government, this will 
also apply to this project. 

 

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

Yes.  AFMIS provides 
adequate controls in 
preparation and processing of 
transactions, including 
approvals. 

 

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

Yes. A copy of the Chart of 
Accounts is available at MOF 
Website www.treasury.gov.af/en  

 

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

Yes.  Though there had been 
instances of wrong entry, 
these were amended 
accordingly. 
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Topic Response Potential Risk Event 

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

Yes.  Through the Treasury 
Department. (Using Form 
M20) 

 

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

Finance Department of 
respective line ministries 
maintain their records for at 
least two years after the loan 
closing date.  AFMIS System 
retains all records of all 
transactions.   

 

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

  

Segregation of Duties    

4.8 Are the following functional 
responsibilities performed by 
different units or persons: 

Yes.  

(i) authorization to execute a 
transaction;  

Authorized Officer as per 
approved limits 

 

(ii) recording of the transaction; PMO Finance Officer  

(iii) custody of assets involved in 
the transaction; 

Custodian  

(iv) reconciliation of bank 
accounts and subsidiary 
ledgers? 

Finance Department  

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

Yes, all functions stated are 
segregated accordingly. 

 

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 allow meaningful 
monitoring of subsequent 

Yes.  This is done 
accordingly. 
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Topic Response Potential Risk Event 

performance?  

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

Yes.  This is done through 
AFMIS. 

 

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

Approval for variations is 
required in advance. 

 

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

 

A fluctuation of about 1.0% is 
workable within the system, 
however all variations beyond 
this limit requires prior 
approval. 

 

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

The Budget Department 
under the Office of Deputy 
Minister of Finance.  

 

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

The World Bank’s Report on 
Afghanistan – Public 
Financial Management and 
Accountability Assessment 
provides an in detail analysis 
of the budget process.  

 

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

See above.   

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

  

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

  

What is the extent of over- or 
under-budgeting of major 
heads over the last 3 years?  Is 
there a consistent trend either 
way? 

Project Over-budgeting had 
been significantly high.   
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Topic Response Potential Risk Event 

Payments    

4.18 Do invoice-processing 
procedures require:  

  

(i) Copies of purchase orders and 
receiving reports to be obtained 
directly from issuing 
departments?  

(i) Yes  

(ii) Comparison of invoice 
quantities, prices and terms, 
with those indicated on the 
purchase order and with 
records of goods actually 
received?  

(ii) Yes  

(iii) Comparison of invoice 
quantities with those indicated 
on the receiving reports?  

(iii) Yes  

(iv) Checking the accuracy of 
calculations? 

(iv) Yes  

(v) Checking authenticity of 
invoices and supporting 
documents? 

(v) Yes  

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

Yes  

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

Yes  

Policies And Procedures    

4.21 What is the basis of accounting 
(e.g., cash, accrual) followed 
(i) by the entity? (ii) By the 
project? 

(i) Cash 

(ii) Cash 

 

 

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

Cash Basis of Accounting 
following a National 
Accounting Standards 
(Afghanistan) 
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4.23 Does the project have 
adequate policies and 
procedures manual(s) to guide 
activities and ensure staff 
accountability?  

Yes, the project will adopt 
policies and procedures from 
ADB funded projects under 
implementation  

 

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

Yes.  The manual is updated 
regularly 

 

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

Yes  

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

Yes 

 

 

4.27 Do policies and procedures 
clearly define conflict of 
interest and related party 
transactions (real and 
apparent) and provide 
safeguards to protect the 
organization from them?  

Yes, but there is no explicit 
policy in place 

 

4.28 Are manuals distributed to 
appropriate personnel?  

Yes  

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

An Internal Audit Department 
reporting directly to the 
Minister holds regular audit of 
policies & procedures 

 

Cash and Bank    

4.30 Indicate names and positions 
of authorized signatories for 
bank accounts. Include those 
persons who have custody 
over bank passwords, USB 
keys, or equivalent for online 
transactions. 

Only MOF can hold an 
account at Da Afghanistan 
Bank for First Generation 
Imprest Accounts.  MOF 
designated officials have 
authorization to sign 
payments according to pre-
approved levels 

 

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

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

Payment requests are 
received at the Reception 
Desk where it is properly 
received and recorded.  The 
SDU (Special Disbursement 
Unit) then reviews and 
process the payments. 
Controls are in place to 
monitor payments. 

 

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

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

Yes, on a monthly basis. 

Yes. This is done on a 
monthly basis as well.  

 

4.34   Are all reconciling items 
approved and recorded? 

Yes 

 

 

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

Yes  

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

Sometimes, i.e. liquidation of 
advances from the field are 
delayed 

 

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

Yes, but since all checques 
are with Da Afghanistan 
Bank, it is rarely required 

 

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

No  

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

This is only done at Da 
Afghanistan Bank and not at 
the Ministry of Finance. 

 

Safeguard over Assets    

4.40 What policies and procedures 
are in place to adequately 
safeguard or protect assets 
from fraud, waste and abuse?  

An Asset Registry is in place 
to monitor and safeguard 
assets 
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4.41 Does the entity maintain a 
Fixed Assets Register? Is the 
register updated monthly?  
Does the register record 
ownership of assets, any 
assets under lien or 
encumbered, or have been 
pledged? 

Yes, it is updated regularly.  
The registry includes 
information on ownership, 
encumbrances, etc.  

 

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

Yes 

 

 

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

Yes.  Inventories and Socks 
are appropriately labeled. 

 

 

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

Yes 

 

 

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

Policies for asset disposal is 
not entirely in place.  Still 
require update. 

 

 

4.46 Are assets sufficiently covered 
by insurance policies?  

No  

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

Policies for asset 
depreciation is not entirely in 
effect.  Still require update. 

 

Other Offices and Implementing Entities  

4.48 Describe any other regional 
offices or executing entities 
participating in implementation. 

MAIL and MEW will be the 
Implementing Agencies and 
would be supported by the 
PIO at the DAILs and 
Agriculture District Offices 
and the PIO at the River 
Basin and Sub Basin 
Agencies. 
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4.49 Describe the staff, their roles 
and responsibilities in 
performing accounting and 
financial management 
functions of such offices as 
they relate to the project. 

DAILs will be involved in 
planning and budgeting of 
provincial proposed projects, 
executing payments of 
salaries, per diem, fuel at site 
(Limit - AFN 500,000 as per 
procurement law).  

 

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

Yes.  But this would have to 
be developed further as the 
project progresses. 

 

 

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

Yes.  But since all payments 
are processed through the 
PMO of the Line Ministry and 
then to the Ministry of 
Finance.  Close monitoring of 
Imprest Account balances 
has to be done to prevent 
incorrect entries  

 

4.52 Are periodic reconciliations 
performed among the different 
offices/implementing 
agencies?  Describe the 
project reporting and auditing 
arrangements between these 
offices and the main 
executing/implementing 
agencies. 

Yes.  There would be internal 
audits of project accounts.  
But, annual external audits 
are also conducted with the 
same audit firm conducting 
audits for all components 
regardless of implementing 
agency  

 

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

Not Applicable.  MOF has 
limited the use of secondary 
imprest accounts and 
generally encourage projects 
to utilize mustofiats 

 

Contract Management and Accounting 

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

Yes, this is done with the 
assistance of the 
Procurement Department of 
the respective Line Ministry.  
Yes, records are consistent 
with physical outputs 
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4.55 If contract records are 
maintained, does the agency 
reconcile them regularly with 
the contractor?  

Yes, this is done through 
Supervision Consultants (3

rd
 

party) 

 

Other    

4.56 Describe project arrangements 
for reporting fraud, corruption, 
waste and misuse of project 
resources.  Has the project 
advised employees, 
beneficiaries and other 
recipients to whom to report if 
they suspect fraud, waste or 
misuse of project resources or 
property?  

Fraud, corruption, waste and 
misuse of project resources 
may be reported to the Anti-
Corruption Commission 
under the Office of the 
President 

 

5. Internal Audit    

5.1  Is there an internal audit (IA) 
department in the entity?  

Yes.  The General 
Directorate of Audit 

 

5.2  What are the qualifications and 
experience of the IA staff?  

The Staff had been 
adequately trained under a 
World Bank funded project.  
Auditors had undergone 
ample trainings, both on the 
job and in classrooms. 

 

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

IAD reports to the office of 
the minister  

 

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

Yes  

5.5  Are actions taken on the 
internal audit findings?  

Yes 

 

 

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

The IAD conducts Process 
and Finance Audits.  They 
were developed with the 
assistance of a World Bank 
funded project that assisted 
in the development of an 
Audit Manual. 

 

5.7  Is the IA department 
independent?   

Yes  

5.8 Do they perform pre-audit of 
transactions? 

Not yet  

5.9 Who approves the internal 
audit program? 

The IA Unit of MEW abides 
by the National Audit 
Guidelines 

 

5.10 What standards guide the 
internal audit program?  

See Annex 2. 
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5.11 How are audit deficiencies 
tracked? 

See Annex 2.  

5.12 How long have the internal 
audit staff members been with 
the organization? 

See Annex 2. 

 

 

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

See Annex 2. 

 

 

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

IAD is relatively new and still 
building capacity 

 

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

IAD is relatively new and still 
building capacity 

 

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

No yet, IAD is relatively new 
and still building capacity 

 

 

 

6. External Audit – entity level   

6.1  Is the entity financial statement 
audited regularly by an 
independent auditor?  Who is 
the auditor?  

Yes.  The Auditor General 
from the Supreme Audit 
Office and the Council of 
Ministers conducts the Audit 

 

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

None, Audit is done within the 
first quarter of the next fiscal 
period 

 

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

No, but the process is on the 
way to make the process 
compliant to International 
Standards on Auditing 

 

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

Yes, “Control and Monitoring 
Risks” was highlighted in the 
“Summary of Result of 
Compliance Audit for ARTF 
IP Benchmark 1393 Report” 

 

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

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

No 

 

 

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

No 

 

 

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

Yes  

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

None 

 

 

External Audit – Project Level   

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

Project accounts and project 
financial statements are 
audited by a separate audit 
firm  

 

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

Prior audit recommendations 
were reviewed and 
implemented accordingly 

 

6.12 Is the project subject to any 
kind of audit from an 
independent governmental 
entity (e.g. the supreme audit 
institution) in addition to the 
external audit? 

Yes, the Supreme Audit 
Office also conduct audits of 
projects accounts as 
mandated by law 

 

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

No.  However, the PMO to be 
assigned had previously done 
an Annual Project Audit TOR 
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6.14   Has the project auditor 
identified any issues with the 
availability and completeness 
of records and supporting 
documents? 

No  

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

Yes 

 

 

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

No 

 

 

 [For second or subsequent 
projects] 

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

Not Applicable  

7. Reporting and Monitoring    

7.1  Are financial statements and 
reports prepared for the entity?  

Yes  

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

Yes 

 

 

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

As necessitated by 
agreements and covenants 
(i.e. monthly, quarterly, 
annually) 

 

 

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

Yes, as this is required by 
Law, however the project 
may maintain a simple 
system for record and 
reporting 
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7.5 Has the project established 
financial management 
reporting responsibilities that 
specify the types of reports to 
be prepared, the report 
content, and purpose of the 
reports?  

The Project may adapt similar 
arrangements as other ADB 
funded projects under 
implementation 

 

7.6 Are financial management 
reports used by management?  

Yes, primarily for budget 
purposes  

 

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

Yes 

 

 

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

PMO prepares FS Reports 
from local record.  The 
Executing Agency prepares 
expenditure reports from the 
AFMIS system 

 

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

Yes.  However, roll out to line 
ministries had not been 
completed and the PMO 
relies on manual update of 
physical progress monitoring. 

 

 

7.10 Does the entity have 
experience in implementing 
projects of any other donors, 
co-financiers, or development 
partners? 

Yes 

 

 

8. Information Systems    

8.1  Is the financial accounting and 
reporting system 
computerized?  

Yes  

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

Customized  

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

It is is integrated for use by 
MOF and at the Finance 
Department of the 
Implementing Agencies 
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8.4 How are the project financial 
data integrated with the entity 
financial data? Is it done 
through a module in the 
enterprise financial system 
with automatic data transfer, or 
does it entail manual entry? 

There is only one main 
database and project data is 
imbedded in this system and 
accessed through callouts  

 

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

The system generates 
standard FS report for the 
EA, but Specific Project 
Reports needs manual 
intervention with spreadsheet 
programs 

 

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

Yes  

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

Yes, the system is 
adequately staffed with 
trained personnel 

 

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

Yes  

8.9 Are there back-up procedures 
in place? 

Yes 

 

 

8.10 Describe the backup 
procedures – online storage, 
offsite storage, offshore 
storage, fire, earthquake and 
calamity protection for 
backups. 

The AFMIS System follows 
stringent back-up systems 
maintained by the Special 
Disbursement Unit (SDU) 
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Ministry of Agriculture, Irrigation and Livestock – Implementing Agency 

Financial Management Assessment Questionnaire 
 

Topic Response Potential Risk Event 

1. Implementing Agency    

1.1  What is the entity’s legal status / 
registration? 

Ministry of Agriculture, 
Irrigation and Livestock (MAIL) 
is a department of the Islamic 
Republic of Afghanistan 

 

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

Not Applicable  

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

15
 

Nil  

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

Yes. MAIL has implemented 
both On and Off Budget 
Externally funded projects. (i.e. 
Water Resources Development 
Project - NVDA, etc.) 

 

1.5 Briefly describe the statutory 
reporting requirements for the 
entity. 

MAIL PMO is required to 
prepare on time planning and 
budgeting documents, 
procurement and financial 
plans, financial reports and 
annual audited financial 
statements and any other 
report as required from time to 
time 

 

1.6     Describe the regulatory or 
supervisory agency of the entity. 

The Ministry of Finance (MOF), 
Ministry of Economy (MOE), 
Supreme Council of Audit 
(SCA), Office of the President 
and Parliament provide 
regulatory oversight. 

 

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

Project Steering Committee 
(MOF, MEW, MAIL) chaired by 
the Ministry of Energy and 
Water. The PSC is an 
independent unit. 

Decisions delayed with 
difficulty of convening a 
PSC meeting 

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

See MAIL Structure Attached. 
The structure and governance 
is adequate for the project.  
The inclusion of a PMO 
provides flexibility for project 
operations. 

The PMO is not under 
the government’s 
tashkeel.  Sustainability 
once the project closes. 

                                                      
15 In such cases, consult OAI on the need for integrity due diligence on non-governmental beneficial owners. 
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1.9 Does the entity have a Code of 
Ethics in place? 

Yes  

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

Previous officers of the Entity 
had been suspected of non-
ethical actions.  They had been 
terminated and SCA had filed 
corresponding legal actions. 

Hesitancy on the part of 
current officials to take 
confident decisions. 

2. Funds Flow Arrangements    

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

EU Funds and ADB Funds are 
allocated for the Project.  
These are managed through 
the AITF and disbursed as 
request of payments are 
presented. See Annex (Flow of 
Funds) 

 

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

Yes. Current modalities in 
place functions adequately 
for the transfer of funds from 
the Finance Ministry to the 
end-recipients. 

 

2.3     Are the disbursement methods 
appropriate? 

Yes.  Current disbursement 
methods and arrangements 
complies with ADB Project 
Disbursement Guidelines 

 

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

Prior to the implementation of 
the AFMIS, there had been 
rampant corruption.  

(Ref. Afghanistan PFM Case Study, 
2011) 

 

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

Imprest Accounts are 
established at Da Afghanistan 
Bank (DAB) 

 

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

 

 

 

 Executing foreign and local 
currency transactions? Yes 

 

 Issuing and administering 
letters of credit (LC)? Yes 

 

 Handling a large volume of 
transaction? Yes 

 

 Issuing detailed monthly bank 
statements promptly? Yes 
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2.7     Is the ceiling for disbursements 
from the imprest account and 
SOE appropriate/required? 

Yes, ceiling for disbursements 
and SOE is appropriate and 
should be required. 

Low ceilings may cause 
difficulty for projects to 
pay beneficiaries on 
time 

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

Yes, the PIU or PMO in this 
regard has adequate 
experience managing 
disbursements from ADB.  

 

2.9 Does the PIU have adequate 
administrative and accounting 
capacity to manage the imprest 
fund and statement of 
expenditure (SOE) procedures 
in accordance with ADB’s Loan 
Disbursement Handbook (LDH)? 
Identify any concern or 
uncertainty about the PIU’s 
administrative and accounting 
capability which would support 
the establishment of a ceiling on 
the use of the SOE procedure. 

Yes, the PIU or PMO in this 
regard has adequate capacity 
(administrative and 
accounting) to manage the 
imprest fund and SOE 
procedures in accordance with 
ADB’s LDH. 

Difficulty in accessing 
regular budget 
oftentimes prompts line 
ministries to tap 
development budgets to 
bridge funding gaps.  
The ceiling often serves 
as deterrent for such 
actions. 

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

Yes.  Because of significant 
fluctuations of the local 
currency, projects are 
encouraged to use US dollar 
as basis of payments and 
contracts 

Use of local currency 
result to contractors 
receiving less than their 
original quoted price 

2.11 How are the counterpart funds 
accessed?  

 

Counterpart Funds has limited 
or no monetary component.  
Usually in the form of use of 
facilities and local counterpart 
services. 

Monetization of the use 
of public facilities does 
not reflect actual cost 
contribution from the 
government 

2.12 How are payments made from 
the counterpart funds?  

 

Payments from counterpart 
funds are processed through 
payment requests (M16) 
processed by the Finance 
Department of implementing 
agency counterparts.  Such 
funds however are very limited. 

 

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

Yes.  All payments, 
irrespective of source, are 
processed through AFMIS.  
In this regard, Communities 
and NGOs are treated as 
contractors or vendors 

If communities and/or 
NGOs do not have 
accounts, they will not 
be able to receive 
payments.  Community 
Councils are required to 
be registered as a legal 
entity.  
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2.14 Are the beneficiaries required to 
contribute to project costs? If 
beneficiaries have an option to 
contribute in kind (in the form of 
labor or material), are proper 
guidelines and arrangements 
formulated to record and value 
the labor or material 
contributions at appraisal and 
during implementation?  

Yes.  Beneficiaries (in the 
form of WUAs or IAs) are 
oftentimes required to 
shoulder maintenance costs 
and labor.  

If there were no 
Irrigation Associations 
established, there 
would be difficulty 
educating beneficiaries 
of advantages 
presented by the 
project. 

3. Staffing    

3.1  What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart. 

MAIL Structure attached as 
Annex 5. 

 

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

The current PMO will be 
assigned to the project.  
However, new staff will be 
required to augment the 
current unit (i.e. Deputy 
Project Director, Admin 
Officer, etc.) 

The PMO might be 
overstretched and 
function inefficiently if 
augmentation of 
qualified staff to handle 
the bulk of the increase 
in work is not in place. 

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

The PMO has a Finance 
Officer that handles 
accounting of project funds.  
The Finance Department 
then handles payments, 
recording of documents and 
update of AFMIS. 

 

3.4 Is the project finance and 
accounting function staffed 
adequately?  

No.  Additional IA staff 
dedicated to facilitate 
payment and monitor 
respective project accounts 
are required.   

 

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

MAIL PMO personnel are 
adequately trained. Also, the 
assumption is that project 
staff to be hired for the PMO 
would have sufficient 
qualification.  

Hiring unqualified staff 
may cause inefficient 
operations. 

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

Yes, MAIL PMO personnel 
are trained in ADB 
procedures. 
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3.7 What is the duration of the 
contract with the project 
finance and accounting staff?  

MAIL PMO staffs are on a 
one-year contract. MAIL 
Finance Department 
personnel are career civil 
servants.  

 

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

Once the project is 
operational, a Deputy Project 
Director and a Finance 
Officer needs to be 
appointed. 

 

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

This is an internal procedure 
handled at Ministry of 
Finance for personnel 
assigned at the SDU and 
Budget Department. 

 

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

Yes.  These are Tashkeel 
Positions defined within the 
structure of the Ministry of 
Energy and Water. 

 

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

This had been minimal 
because of the CBR Program 
being implemented at MEW.  
Though, changes in national 
leadership had caused 
adjustments, mostly vertical 
realignments.  Exact figures 
are not available at this time. 

 

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

MAIL follows MOF’s policy to 
strengthen its Human 
Resource (HR) management 
and its ability to develop the 
capacity of its human capital 
through the maintenance of a 
professional Human 
Resource Management 
Directorate (HRMD). See 
MOF HRMD Strategic Plan 
for Reference. 

 

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

MAIL Staff participated in 
MOF trainings.  As per MOF 
HRMD 1391 – 1394 Strategic 
Plan. 

 

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

Yes.  MAIL follows the 
system outlined in the MOF 
Accounting Manual ver. 1.6 
dated 6

th
 March 2012.  As 

this is adapted in its entirety 
by the government, this will 
also apply to this project. 

 

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

Yes.  AFMIS provides 
adequate controls in 
preparation and processing of 
transactions, including 
approvals. 

 

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

Yes. A copy of the Chart of 
Accounts is available at MOF 
Website www.treasury.gov.af/en  

 

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

Yes.  Though there had been 
instances of wrong entry, 
these were amended 
accordingly. 

 

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

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

Finance Department of 
respective Line Ministries 
maintain their records for at 
least two years after the loan 
closing date.  AFMIS System 
retains all records of all 
transactions.   

 

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

  

Segregation of Duties    

4.8 Are the following functional 
responsibilities performed by 
different units or persons: 

Yes.  

(v) authorization to execute a 
transaction;  

Authorized Officer as per 
approved limits 

 

(vi) recording of the transaction; PMO Finance Officer  

(vii) custody of assets involved in 
the transaction; 

Custodian  

(viii) reconciliation of bank 
accounts and subsidiary 
ledgers? 

Finance Department  

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

Yes, all functions stated are 
segregated accordingly. 

 

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 allow meaningful 
monitoring of subsequent 
performance?  

Yes.  This is done 
accordingly. 
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4.12 Are actual expenditures 
compared to the budget with 
reasonable frequency? Are 
explanations required for 
significant variations against 
the budget?  

Yes.  This is done through 
AFMIS. 

 

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

Approval for variations is 
required in advance. 

 

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

 

A fluctuation of about 1.0% is 
workable within the system, 
however all variations beyond 
this limit requires prior 
approval. 

 

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

The Budget Department 
under the Office of Deputy 
Minister of Finance.  

 

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

The World Bank’s Report on 
Afghanistan – Public 
Financial Management and 
Accountability Assessment 
provides an in detail analysis 
of the budget process.  

 

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

See above.   

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

  

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

  

What is the extent of over- or 
under-budgeting of major 
heads over the last 3 years? Is 
there a consistent trend either 
way? 

  

Payments    
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4.18 Do invoice-processing 
procedures require: (i) Copies 
of purchase orders and 
receiving reports to be 
obtained directly from issuing 
departments? (ii) Comparison 
of invoice quantities, prices 
and terms, with those indicated 
on the purchase order and with 
records of goods actually 
received? (iii) Comparison of 
invoice quantities with those 
indicated on the receiving 
reports? (iv) Checking the 
accuracy of calculations? (v) 
Checking authenticity of 
invoices and supporting 
documents? 

(i) Yes 

(ii) Yes 

(iii) Yes 

(iv) Yes 

(v) Yes 

 

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

Yes  

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

Yes  

Policies And Procedures    

4.21 What is the basis of accounting 
(e.g., cash, accrual) followed 
(i) by the entity? (ii) By the 
project? 

(iii) Cash 

(iv) Cash 

 

 

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

Cash Basis of Accounting 
following a National 
Accounting Standards 
(Afghanistan) 

 

 

 

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

Yes, the project will adopt 
policies and procedures from 
ADB funded projects under 
implementation  
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4.24 Is the accounting policy and 
procedure manual updated 
regularly and for the project 
activities?  

Yes.  The manual is updated 
regularly 

 

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

Yes  

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

Yes 

 

 

4.27 Do policies and procedures 
clearly define conflict of 
interest and related party 
transactions (real and 
apparent) and provide 
safeguards to protect the 
organization from them?  

Yes, but there is no explicit 
policy in place 

 

4.28 Are manuals distributed to 
appropriate personnel?  

Yes  

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

An Internal Audit Department 
reporting directly to the 
Minister holds regular audit of 
policies & procedures 

 

Cash and Bank    

4.30 Indicate names and positions 
of authorized signatories for 
bank accounts. Include those 
persons who have custody 
over bank passwords, USB 
keys, or equivalent for online 
transactions. 

Only MOF can hold an 
account at Da Afghanistan 
Bank for First Generation 
Imprest Accounts.  MOF 
designated officials have 
authorization to sign 
payments according to pre-
approved levels 

 

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

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

Payment requests are 
received at the Reception 
Desk where it is properly 
received and recorded.  The 
SDU (Special Disbursement 
Unit) then reviews and 
process the payments. 
Controls are in place to 
monitor payments. 

 

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

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

Yes, on a monthly basis. 

Yes. This is done on a 
monthly basis as well.  

 

4.34   Are all reconciling items 
approved and recorded? 

Yes 

 

 

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

Yes  

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

Sometimes, i.e. liquidation of 
advances from the field are 
delayed 

 

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

Yes, but since all cheques 
are with Da Afghanistan 
Bank, it is rarely required 

 

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

No  

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

This is only done at Da 
Afghanistan Bank and not at 
the Ministry of Finance. 

 

Safeguard over Assets    

4.40 What policies and procedures 
are in place to adequately 
safeguard or protect assets 
from fraud, waste and abuse?  

An Asset Registry is in place 
to monitor and safeguard 
assets 
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4.41 Does the entity maintain a 
Fixed Assets Register? Is the 
register updated monthly?  
Does the register record 
ownership of assets, any 
assets under lien or 
encumbered, or have been 
pledged? 

Yes, it is updated regularly.  
The registry includes 
information on ownership, 
encumbrances, etc.  

 

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

Yes 

 

 

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

Yes.  Inventories and Socks 
are appropriately labeled. 

 

 

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

Yes 

 

 

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

Policies for asset disposal is 
not entirely in place.  Still 
require update. 

 

 

4.46 Are assets sufficiently covered 
by insurance policies?  

No  

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

Policies for asset 
depreciation is not entirely in 
effect.  Still require update. 

 

Other Offices and Implementing 
Entities  

  

4.48 Describe any other regional 
offices or executing entities 
participating in implementation. 

MAIL and MEW will be the 
Implementing Agencies and 
would be supported by the 
PIO at the DAILs and 
Agriculture District Offices 
and the PIO at the River 
Basin and Sub Basin 
Agencies. 
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4.49 Describe the staff, their roles 
and responsibilities in 
performing accounting and 
financial management 
functions of such offices as 
they relate to the project. 

DAILs will be involved in 
planning and budgeting of 
provincial proposed projects, 
executing payments of 
salaries, per diem, fuel at site 
(Limit - AFN 500,000 as per 
procurement law).  

 

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

Yes.  But this would have to 
be developed further as the 
project progresses. 

 

 

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

Yes.  But since all payments 
are processed through the 
PMO of the Line Ministry and 
then to the Ministry of 
Finance.  Close monitoring of 
Imprest Account balances 
has to be done to prevent 
incorrect entries  

 

4.52 Are periodic reconciliations 
performed among the different 
offices/implementing 
agencies?  Describe the 
project reporting and auditing 
arrangements between these 
offices and the main 
executing/implementing 
agencies. 

Yes.  There would be internal 
audits of project accounts.  
But, annual external audits 
are also conducted with the 
same audit firm conducting 
audits for all components 
regardless of implementing 
agency  

 

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

Not Applicable.  MOF has 
limited the use of secondary 
imprest accounts and 
generally encourage projects 
to utilize mustofiats 

 

Contract Management and Accounting 

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

Yes, this is done with the 
assistance of the 
Procurement Department of 
the respective Line Ministry.  
Yes, records are consistent 
with physical outputs 
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4.55 If contract records are 
maintained, does the agency 
reconcile them regularly with 
the contractor?  

Yes, this is done through 
Supervision Consultants (3

rd
 

party) 

 

Other    

4.56 Describe project arrangements 
for reporting fraud, corruption, 
waste and misuse of project 
resources.  Has the project 
advised employees, 
beneficiaries and other 
recipients to whom to report if 
they suspect fraud, waste or 
misuse of project resources or 
property?  

Fraud, corruption, waste and 
misuse of project resources 
may be reported to the Anti-
Corruption Commission 
under the Office of the 
President 

 

5. Internal Audit    

5.1  Is there an internal audit (IA) 
department in the entity?  

Yes  

5.2  What are the qualifications and 
experience of the IA staff?  

The Staff had been 
adequately trained under a 
World Bank funded project.  
Auditors had undergone 
ample trainings, both on the 
job and in classrooms. 

 

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

IAD reports to the office of 
the minister  

 

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

Yes  

5.5  Are actions taken on the 
internal audit findings?  

Yes 

 

 

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

The IAD conducts Process 
and Finance Audits.  They 
were developed with the 
assistance of a World Bank 
funded project that assisted 
in the development of an 
Audit Manual. 

 

5.7  Is the IA department 
independent?   

Yes  

5.8 Do they perform pre-audit of 
transactions? 

Not yet  

5.9 Who approves the internal 
audit program? 

The IA Unit of MAIL abides 
by the National Audit 
Guidelines 

 

5.10 What standards guide the 
internal audit program?  

See Annex 2.  
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5.11 How are audit deficiencies 
tracked? 

See Annex 2.  

5.12 How long have the internal 
audit staff members been with 
the organization? 

See Annex 2. 

 

 

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

See Annex 2. 

 

 

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

IAD is relatively new and still 
building capacity 

 

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

IAD is relatively new and still 
building capacity 

 

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

No yet, IAD is relatively new 
and still building capacity 

 

 

 

6. External Audit – entity level   

6.1  Is the entity financial statement 
audited regularly by an 
independent auditor?  Who is 
the auditor?  

Yes.  The Auditor General 
from the Supreme Audit 
Office and the Council of 
Ministers conducts the Audit 

 

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

None, Audit is done within the 
first quarter of the next fiscal 
period 

 

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

No, but the process is on the 
way to make the process 
compliant to International 
Standards on Auditing 

 

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

Yes, “Control and Monitoring 
Risks” was highlighted in the 
“Summary of Result of 
Compliance Audit for ARTF 
IP Benchmark 1393 Report” 
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6.5 Does the external auditor meet 
with the audit committee 
without the presence of 
management? 

Yes 

 

 

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

No 

 

 

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

No 

 

 

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

Yes  

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

None 

 

 

External Audit – Project Level   

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

Project accounts and project 
financial statements are 
audited by a separate audit 
firm  

 

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

Prior audit recommendations 
were reviewed and 
implemented accordingly 

 

6.12 Is the project subject to any 
kind of audit from an 
independent governmental 
entity (e.g. the supreme audit 
institution) in addition to the 
external audit? 

Yes, the Supreme Audit 
Office also conduct audits of 
projects accounts as 
mandated by law 
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6.13 Has the project prepared 
acceptable terms of reference 
for an annual project audit? 
Have these been agreed and 
discussed with the EA and the 
auditor? 

No.  However, the PMO to be 
assigned had previously done 
an Annual Project Audit TOR 

 

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

No  

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

Yes 

 

 

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

No 

 

 

 [For second or subsequent 
projects] 

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

Not Applicable  

7. Reporting and Monitoring    

7.1  Are financial statements and 
reports prepared for the entity?  

Yes  

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

Yes 

 

 

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

As necessitated by 
agreements and covenants 
(i.e. monthly, quarterly, 
annually) 
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7.4  Does the entity reporting 
system need to be adapted for 
project reporting?  

Yes, as this is required by 
Law, however the project 
may maintain a simple 
system for record and 
reporting 

 

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

The Project may adapt similar 
arrangements as other ADB 
funded projects under 
implementation 

 

7.6 Are financial management 
reports used by management?  

Yes, primarily for budget 
purposes  

 

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

Yes 

 

 

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

PMO prepares FS Reports 
from local record.  The 
Executing Agency prepares 
expenditure reports from the 
AFMIS system 

 

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

Yes.  However, roll out to line 
ministries had not been 
completed and the PMO 
relies on manual update of 
physical progress monitoring. 

 

 

7.10 Does the entity have 
experience in implementing 
projects of any other donors, 
co-financiers, or development 
partners? 

Yes 

 

 

8. Information Systems    

8.1  Is the financial accounting and 
reporting system 
computerized?  

Yes  

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

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

It is is integrated for use by 
MOF and at the Finance 
Department of the 
Implementing Agencies 

 

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

There is only one main 
database and project data is 
imbedded in this system and 
accessed through callouts  

 

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

The system generates 
standard FS report for the 
EA, but Specific Project 
Reports needs manual 
intervention with spreadsheet 
programs 

 

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

Yes  

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

Yes, the system is 
adequately staffed with 
trained personnel 

 

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

Yes  

8.9 Are there back-up procedures 
in place? 

Yes 

 

 

8.10 Describe the backup 
procedures – online storage, 
offsite storage, offshore 
storage, fire, earthquake and 
calamity protection for 
backups. 

The AFMIS System follows 
stringent back-up systems 
maintained by the Special 
Disbursement Unit (SDU) 
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Sub Basin Agency – Project Implementation Unit 

(Kokcha, Lower Kunduz/ Baghlan, Lower Panj, Upper Panj, Taloqan) 

Modified Financial Management Assessment Questionnaire 
 

Topic Response Potential Risk Event 

1. Implementation Unit    

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

See SBA Data Sheet 
Attachment for Reference on 
each SBA. 

 

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

SBA is headed by a Director 
(Grade 2).  He is responsible 
for the technical, financial and 
administrative affairs of the 
organization.  The director has 
3 major departments under 
him:  
 
(1) Water Affairs Management 
(2) Program and Engineering 

Services 
(3) Admin/Finance 

  
 
 
 

2 Fund Flow Arrangements   

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

Lack of Capacity and Lack of 
Equipment.  Similar Budget 
Codes used by different SBA. 
See SBA Data Sheet for 
Reference. 

Failure to accurately 
track expenditures and 
budget allocations on 
respective projects 

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

The SBA has a Technical 
Monitoring System.  However, 
the SBA does not have a 
Financial Monitoring and 
Reporting System for 
Development Budgets. 

Their current Financial 
Monitoring System for 
Operations Budget 
could be modified for 
use with Development 
Budget (Projects) but 
this would require some 
training. 

3 Staffing   

3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart. 

Organizational structure:  
Admin/Finance General 
Manager, Services Manager, 
Accounting Manager/Execution 
Officer, Cashier/Bonded 
Trustee.  

 

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

The project will be assigned to 
existing staff. In case there is a 
need, the SBA may add new 
staff in their tashkeel/ structure. 

Phased delegation of 
responsibility to the SBA 
should be maintained 
until the SBA acquire 
adequate capacity to 
handle project 
implementation 
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Topic Response Potential Risk Event 

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

See SBA Data Sheet for 
Reference on each Sub Basin 
Agency. 

 

3.4 Is the project finance and 
accounting function staffed 
adequately? 

Yes.  SBA accounting system 
is established based on the 
established government 
system.  

 

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

Qualification is limited.  The 
education level of staff is not 
adequate.  

Experience handling 
governmental accounts 
is sufficient. 

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

No  

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

Based on approved 
tashkeel/structure all the 
finance/administrative posts 
are filled. 

 

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? 

All the positions have 
description that defines the 
duties and responsibilities.  

 

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

During recent 3 years there is 
no turn over, termination, 
resignation and transfer. 
Before many staff used to 
leave because the pay and 
grade system was not applied. 
The salaries were very low and 
no encouragement. 

If Super Skill method of 
Institutional Reform 
Commission is not 
applied accordingly, 
finance staff may be 
susceptible to 
mishandling 
development budget. 

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

There is no written training 
policy. Based on an 
employee’s ToR the trainings 
are provided equally to each 
staff.  

 

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

 Budgeting 

 Procurement 

 Proposal writing 

 Project Management 

 HRM 

 Financial laws and 
regulations 

 

4 Accounting Policies and 
Procedures 
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Topic Response Potential Risk Event 

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

Accounts are reconciled 
monthly.  An excel sheet is 
prepared daily to record and 
tally receipts and payments. 

 

Segregation of Duties    

4.2 Are the following functional 
responsibilities performed by 
different units or persons:  

  

(i) authorization to execute a 
transaction;  

(i) SBA director 
 

(ii) recording of the transaction;  (ii) Accounting Manager  

(iii) custody of assets involved in 
the transaction; 

(iii) Cashier/Bonded trustee 
 

(iv) reconciliation of bank accounts 
and subsidiary ledgers? 

(iv) Admin/Finance General 
Manager 

 

Budgeting System   

4.3 Do budgets include physical and 
financial targets? 

No. SBA is only provided 
operating budget. 

 

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

Yes.  But the SBA only handle 
operations budget, which is 
very minimal. 

 

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

1. Admin/Finance General 
Manager prepares budget 

2. SBA Director approves 
budget 

3. Admin/Finance General 
Manager along with Director 
oversight/monitor budget 

 

Payments   

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

Yes, controls exist for the 
preparation of payroll.  
However, there is no 
mechanism for proper 
execution of changes at the 
SBA. 

 

Policies And Procedures   

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

The SBA does not have its 
own policy/ procedures 
manual.  It implements MEW, 
GDWMA, and P-ARBP policies 
as required. SBA Activities are 
distributed in 5 programs.  SBA 
Staff follows policies from each 
program accordingly. 
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Topic Response Potential Risk Event 

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

Yes.  The SBA Admin/ Finance 
Department is responsible for 
annual inventory of fixed 
assets and inventories.  The 
list of owned equipment and 
material show the details, 
quantity and location of each 
item.  Some of the equipment 
are labeled.  

 

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

The physical inventory of fixed 
assets in all departments is 
currently reconciled with the 
register.  When discrepancies 
are found (lost or damaged), 
these are immediately reported 
for immediate action. 

 

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

See SBA Data Sheet.   

4.11 Are assets sufficiently covered 
by insurance policies?  

No  

Other Offices and Implementing 
Entities 

  

4.12 Describe any other regional 
offices or executing entities 
participating in implementation. 

The River Basin Agency and 
the DAILs are also participating 
in the implementation. 

 

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

No Contract Records are 
maintained at the SBA. 

 

5 Internal Audit   

5.1  Is there an internal audit (IA) 
department in the entity?  

No. MEW has an Internal Audit 
Directorate who mostly comes 
in 2nd quarter of each year for 
audit purpose. 

 

5.2  What are the qualifications and 
experience of the IA staff?  

See MEW Assessment.  

6 External Audit – Entity Level   

6.1  Is the entity financial statement 
audited regularly by an 
independent auditor? Who is the 
auditor?  

Not Applicable.  SBA will be 
subject to External Audit once 
the entity implements projects 

 

7 External Audit – Project Level   

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

Project accounts and project 
financial statements will be 
audited by a separate audit 
firm  
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MAIL – Finance and Accounting Directorate (FAAD) 

Modified Financial Management Assessment Questionnaire 
 

Topic Response Potential Risk Event 

1. Implementation Unit    

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

MAIL/FAAD is involved in the 
financial aspects of 
implementation of various 
externally financed projects, 
both discretionary and non-
discretionary core budget of 
Afghanistan (i.e. On-farm 
(OFWMP) funded by WB (non-
discretionary), NVDA funded 
by ADB (non-discretionary), 
Border Project funded by India 
(non-discretionary).  This 
includes execution of 
allotments and payments of 
contractors, salaries, operating 
cost, travel, training, etc. 

  
 
 
 

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

See NRMGD, MAIL 
questionnaire 

  
 
 
 

2 Fund Flow Arrangements   

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

 Delays in implementation 
and disbursements (i.e. 
Payment was rejected 3-4 
times and then sent to the 
governor for approval. 
Total Budget was USD 1.8 
million for FY1394 but no 
expense was incurred 
because of such delays) 

 No Expenditure on record 
because of delays from 
procurement  

 Lengthy payment 
processes – payments 
takes at least 20 days to 
process 

 The Project Finance Units 
provide wrong/incomplete 
documentation.   

 Recording is done 
manually in an electronic 
spreadsheet, which is 
oftentimes problematic and 
time consuming. 

 Checks are not completed 
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Topic Response Potential Risk Event 

in one process.  Once an 
error is identified, checks 
are put on hold until next 
submission.  As such, a 
payment can be rejected 3-
4 times.  The mistakes are 
common on special 
account, fund code, 
vendor, supporting docs, 
etc. 

 
Note: It depends to internal 
coordination and capacity. If 
filled and submitted correctly 
then no problem is created. 

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

See NRBGD, MAIL 
questionnaire 

 

3 Staffing   

3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart. 

See Attached Org Chart for 
MAIL FAAD. 

 

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

Yes.  The existing staff will be 
assigned for the project. 

 

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

Talk with FAAD director.  

3.4 Is the project finance and 
accounting function staffed 
adequately? 

Yes. Based on public 
accounting standards all are 
adequately staffed.  

 

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

Qualifications and Experiences 
of staffs are adequate.  Each 
staff has at least 10 years of 
experience in their field 
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Topic Response Potential Risk Event 

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

The staff has not received 
ADB Finance and Accounting 
training of ADB procedures.  
However, some PMO staff had 
received preliminary training. 

 

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

Project Finance Officer 
assigned to the FAAD.  This 
should be hired once the PMO 
is established. 

 

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? 

All staff has TORs that defines 
their responsibilities, lines of 
supervision and limits of 
authority for the manager, 
officers and other staff. 

 

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

Turnover rate is minimal.  
During the last 6 years only 1 
post has been transferred from 
this department to other FAAD 
department.  

 

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

FAAD has no written policy for 
training.  

 

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

 Financial Management – in 
Thailand for 10 days – 1 
person from NRM-FAAD 

 Financial Management and 
Computer by Institutional 
Reform Commission – 1 
person from NRM-FAAD 

 

4 Accounting Policies and 
Procedures 

  

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

The M20 (General Ledger) is 
reconciled on a monthly basis.  
Variances are immediately 
remediated once identified. 

 

Segregation of Duties    

4.2 Are the following functional 
responsibilities performed by 
different units or persons:  

  

(i) authorization to execute a 
transaction;  

(i) Award authority according 
to the ceiling: FAAD 
director up to AFN 
100,000, Deputy Ministers 
up to AFN 30 million and 
then minister. No other 
director has authority. 

 

(ii) recording of the transaction;  (ii) AFMIS unit has the 
responsibility of recording 

 

(iii) custody of assets involved in 
the transaction; 

(iii) Inventory Unit of 
Procurement Directorate 
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Topic Response Potential Risk Event 

(iv) reconciliation of bank accounts 
and subsidiary ledgers? 

(iv) Reporting Department of 
FAAD 

 

Budgeting System   

4.3 Do budgets include physical and 
financial targets? 

Yes  

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

Yes  

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

1. Technical directorates 
prepare budgets while the 
Budget Department-FAAD 
gives advice and 
consolidates 

2. Internal Budget Committee 
(IBC) reviews and Award 
Authority approves 
according to their ceiling 

3. Reporting Department-
FAAD monitors the 
implementation of budgets 

 

Payments   

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

Yes.  Controls are in place for 
the preparation of the payroll. 
Payroll changes (modification, 
adjustments, deductions) are 
verified by relevant the 
Program Department-FAAD 
manager and before approval 
of the FAAD director.  The 
Deputy Minister authorizes the 
payment.  This is checked by a 
controller prior to submission 
to MOF for processing 

 

Policies And Procedures   

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

See NRBGD, MAIL 
questionnaire 

 

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

Yes.  Fixed Assets are labeled 
accordingly. 

 

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

Yes.  
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Topic Response Potential Risk Event 

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

  

4.11 Are assets sufficiently covered 
by insurance policies?  

No  

Other Offices and Implementing 
Entities 

  

4.12 Describe any other regional 
offices or executing entities 
participating in implementation. 

DAILs and Agriculture District 
Officers (ADOs) participate in 
implementation of projects.  
They also provide technical 
support in monitoring and 
supervision. 

 

5 Internal Audit   

5.1  Is there an internal audit (IA) 
department in the entity?  

Yes.  MAIL has an Internal 
Audit Department. 

 

5.2  What are the qualifications and 
experience of the IA staff?  

IA Team members are trained 
to audit and review operating 
budget.  The IA team has 
limited experience auditing 
development budget 

 

6 External Audit – Entity Level   

6.1  Is the entity financial statement 
audited regularly by an 
independent auditor? Who is the 
auditor?  

MAIL is audited annually by 
external auditors such as 
Supreme Audit Office, General 
Attorney, and the High Council 
of Anti-Corruption 

 

7 External Audit – Project Level   

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

Audit of Project Financial 
Audits are conducted by a 
separate team of independent 
auditors . 
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MAIL Natural Resources Management (NRM) – General Directorate 

Modified Financial Management Assessment Questionnaire16 
 

Topic Response Potential Risk Event 

1. Implementation Unit    

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

NRM-GD has been involved in 
implementation of many 
externally financed projects. 
Land Resource Management 
Forest Project (4 eastern 
project) funded by Denmark 
(non-discretionary), ASPR 
(non-discretionary), CBNRB 
funded by USAID, and other 
projects funded from the 
government’s discretionary 
fund 

  
 
 
 

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

A General Director heads 
NRM-GD.  It has three (3) sub-
directorates: Forestry, 
Rangeland, and Protected 
Areas.  Each of the 
directorates has technical staff 
for day-to-day operations.  
Current staff is qualified and 
has technical capabilities and 
skills.  However, MAIL will 
have to set up a PIU for project 
implementation.  NRM-GD 
staff will provide advice and 
technical supervision.  

  
 
 
 

2 Fund Flow Arrangements   

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

Refer to FMQ for MAIL-FAAD  

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

MAIL has an M&E Directorate 
responsible for all on-going 
projects.  The PIU will be 
accommodated under this unit.  

 

3 Staffing   

                                                      
16 This questionnaire should be administered by ADB staff or consultant (the Reviewer), and utilized only to 

obtain information, and to identify and describe potential risk events. Rating of risks should be carried out 
separately by assessing their likelihood and impact. 
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Topic Response Potential Risk Event 

3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart. 

Refer to FMQ for MAIL-FAAD  

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

A PIU will be established and 
new staff will be recruited. 

 

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

Refer to FMQ for MAIL-FAAD  

3.4 Is the project finance and 
accounting function staffed 
adequately? 

Refer to FMQ for MAIL-FAAD  

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

Refer to FMQ for MAIL-FAAD.    

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

Refer to FMQ for MAIL-FAAD.  
NRM-GD has not implemented 
an ADB funded project.  
However, most senior staff has 
previously participated in ADB 
workshops and trainings. 

 

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

Refer to FMQ for MAIL-FAAD.  

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? 

All NRM-GD positions have a 
TOR.  There is no conflict or 
misunderstanding in between 
staff in regard to jobs and 
duties. 

 

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

Turnover of project contractual 
staff had been significant.  
There had also been vertical 
re-alignments of Civil 
Servants. 

 

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

NRM-GD has no formal policy 
for training.  Training is 
provided to nominated 
candidates when opportunity 
for training is made available.  
NRM-GD itself provides 
trainings for the 34 DAILs 
during the year. 
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Topic Response Potential Risk Event 

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

 Capacity Building Programs 
had been running within the 
ministry for several years.  
However, detailed list of 
trainings were not available. 

 

4 Accounting Policies and 
Procedures 

  

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

The NRM-FAAD handles all 
accounting and financial 
activities of the project.  Refer 
to FMQ for MAIL-FAAD 

 

Segregation of Duties    

4.2 Are the following functional 
responsibilities performed by 
different units or persons:  

The NRM-FAAD handles all 
accounting and financial 
activities of the project.   

 

(i) authorization to execute a 
transaction;  

Refer to FMQ for MAIL-FAAD 
 

(ii) recording of the transaction;    

(iii) custody of assets involved in 
the transaction; 

 
 

(iv) reconciliation of bank 
accounts and subsidiary 
ledgers? 

 
 

Budgeting System   

4.3 Do budgets include physical and 
financial targets? 

Yes.  

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

Yes.  

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

1. Technical departments 
plan their activities and 
prepare the corresponding 
budget. Planning and 
Budgeting Department of 
NRM-GD consolidates and 
forward to respective 
directorates.  

2. Each director and head of 
department monitors the 
budget. 

 

Payments   

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

Yes.  

Policies And Procedures   
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Topic Response Potential Risk Event 

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

The Forestry and Rangeland 
Policy is under development 
and is currently in draft form.  

 

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

Refer to FMQ for MAIL-FAAD  

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

Refer to FMQ for MAIL-FAAD  

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

Refer to FMQ for MAIL-FAAD  

4.11 Are assets sufficiently covered 
by insurance policies?  

No  

Other Offices and Implementing 
Entities 

  

4.12 Describe any other regional 
offices or executing entities 
participating in implementation. 

DAILs and ADOs are the 
actual implementation units.  
NRM-GD only prepares 
policies, regulations and 
proposals, as well as provides 
technical assistance and 
feedback.  DAILs select the 
location, implement the project 
and does the daily supervising 
and monitoring while NRMGD 
reviews the reports, conducts 
periodic monitoring and 
performs final evaluations. 

 

5 Internal Audit   

5.1  Is there an internal audit (IA) 
department in the entity?  

Yes. MAIL has an Internal 
Audit Department. 

 

5.2  What are the qualifications and 
experience of the IA staff?  

Refer to FMQ for MAIL-FAAD  

6 External Audit – Entity Level   

6.1  Is the entity financial statement 
audited regularly by an 
independent auditor? Who is the 
auditor?  

Refer to FMQ for MAIL-FAAD  

7 External Audit – Project Level   
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Topic Response Potential Risk Event 

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

No.  The Project Financial 
Statements will be reviewed 
and Audited by an 
Independent Auditor hired by 
the project. 
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List of People Interviewed for the FMA 

 

 
 
 

No Name Position Organization 
Date of the 
interview 

1 Ahmad Khalid Abdullah Program Director WRDIP, MEW 09-Nov-15 

2 Abdul Munir Provincial Coordinator GDWMA, MEW 10-Nov-15 

3 
Mohammad Zarif 
Babak 

Budget, Revenue and 
Reporting Specialist 

FAAD, MAIL 
12, 14 Nov & 

7 Dec-15 

4 Khalid Ferdous Finance Manager NHLP, MAIL 14-Nov-15 

5 Abdul Basir Qanet SBA Director Upper Panj SBA 21-Nov-15 

6 Salahudin Safa 
Admin/Finance General 
Manager 

Lower Panj SBA 22-Nov-15 

7 
Eng. Mohammad 
Salem Akbar 

SBA Director Taloqan SBA 23-Nov-15 

8 Azmi Abid 
Admin/Finance General 
Manager 

Taloqan SBA 23-Nov-15 

9 Zabiullah Accounting Manager Taloqan SBA 23-Nov-15 

10 Group of Elders Mihrab and team Shahrawan Canal Elders 23-Nov-15 

11 Abdullah Hamidzada 
Admin/Finance General 
Manager 

Kokcha SBA 25-Nov-15 

12 Bashir Bay Chairman 
Abdullah Canal Water User 
Association, Kunduz RBA 

28-Nov-15 

13 Mursalin Dard Coordinator Mercy Corps 28-Nov-15 

14 Hedayatullah Admin/Finance Manager 
Lower Kunduz (Baghlan) 
SBA 

29-Nov-15 

15 Shah Wali Khan Accounting Manager 
Lower Kunduz (Baghlan) 
SBA 

29-Nov-15 

16 Eng. Asifullah Rahimi 
Engineering Services & 
Program Department 

Lower Kunduz (Baghlan) 
SBA 

29-Nov-15 

17 Amin Jan Naji Budget Officer 
NRM Department, FAAD, 
MAIL 

7-9, Dec-15 

18 Ghulam Farooq Aslami NRM Department Manager 
NRM Department, FAAD, 
MAIL 

8-9, Dec-15 

19 
Mohammad Aman 
Amanyar 

NRMGD Acting 
Director/Forestry Director 

NRMGD, MAIL 09-Dec-15 



70 
 

Data Sheets for Sub Basin Agencies 

 

I. Kokcha 

Name of Agency Kokcha Sub Basin Agency  

Location Kokcha  

Agency Head SBA Director  

Description Details Remarks 

Structure 
SBA Kokcha has 48 posts in their 
approved tashkeel/structure 

Only 3 positions are vacant 

Departments Water Affairs Management Grade 3 

 Program and Engineering Services Grade 3 

 Admin/Finance Grade 4 

Project Implementation 
Experience 

SBA (Kokcha) has not implemented 
any externally financed project 
directly; however, it has been 
involved in project supervision (i.e. 
Mahmood Canal of Kishim funded by 
EC, Kolabi Canal in Darayem funded 
by EC, PCO funded by IRDP) 

 

Technical Capacity SBA is only able to design small 
projects.  However, the unit has 
extensive experience in project 
survey and supervision. 

The unit requires assistance 
to increase their capacity in 
designing structures. 

Finance and 
Administration 

SBA is able to handle financial 
disbursement through Mustofiat 
System. 

The Tashkeel does not 
include a Procurement 
Officer. 

Disbursements  Mustofiat doesn’t use the updated 
procurement forms 

 Accounting forms are very 
complicated.  Payments take at 
least 10 days to process. 

 SBA lacks equipment and capacity 
in procurement and finance. 

 AFMIS needs to be online 
for use of all budget units. 
This would help them to 
know the budget, revenues 
and expenditure. 

 

Monitoring and Reporting 
of Project Proceeds 

The SBA has a Technical Monitoring 
System in place.  They use a 
checklist system for monitoring work.  
It includes entry for 
recommendations.  The format 
follows a standard introduced by 
MEW for monthly and quarterly 
monitoring.  This is filled up and sent 
to MEW accordingly. 

Financial Reporting for 
Development Projects is not 
in place.  They are only able 
to handle Operations Budget 
and would require training if 
they are to implement 
development budget. 

Asset Disposal The SBA prepares and verifies a list 
of items identified for disposal.  This 
is reported to the Office of the 
Governor, who then assigns a team 
to cost and advertise items for 
auction.  
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SBA Finance Personnel 
Admin/Finance General Manager:  Baccalaureate (12

th
 grade). 10 

years of relevant experience. 

Services Manager: Purchasing, maintenance of assets, BSc in 
literature (Arabic language), 4 years of relevant experience. 

Accounting Manager: Preparation of accounting forms, expenditure 
payments, salaries execution, expenditure report of allotments, 
recording in accounts, Baccalaureate (12

th
 grade), 12 years of 

relevant experience.  

Execution Officer: Drafting letters, preparation of requests and 
circulars, needs collection of units, maintaining documents registry 
book, BSc in Agriculture, 2 years or relevant experience. 

Cashier/Bonded Trustee: Follow up and processing of payments in 
Mustofiat, distribution of inventory items, responsible for all cash and 
equipment, Literate, 12 years of relevant experience. 

Recommendations: 
 
The SBA requires extensive training (on-job) for both technical and finance/administrative staff.  
This should improve their operations and get them ready for project implementation. 
 
The SBA finance/administration department is able to handle operations budget.  However, they 
require training in handling development budget prior to being given responsibility of 
implementing donor-funded projects. 

 
 
 

II. Lower Kunduz (Baghlan) 

Name of Agency Lower Kunduz (Baghlan) Sub Basin Agency 

Location Baghlan  

Agency Head SBA Director  

Description Details Remarks 

Structure 
SBA Lower Kunduz has 48 posts in 
their approved tashkeel/structure 

 

Departments Water Affairs Management Grade 3 

 Program and Engineering Services Grade 3 

 Admin/Finance Grade 4 

Project Implementation 
Experience 

The SBA (Lower Kunduz) has not 
implemented any externally financed 
project directly; however, it has been 
involved in project supervision of 
projects externally funded by EC 

 

Technical Capacity SBA is only able to design small 
projects. However, the unit has 
extensive experience in project 
survey and supervision. 

The unit requires assistance 
to increase their capacity in 
designing structures. 
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Finance and 
Administration 

SBA is able to handle financial 
disbursement through Mustofiat 
System. 

The Tashkeel does not 
include a Procurement 
Officer. 

Disbursements  Mustofiat doesn’t use the updated 
procurement forms 

 Accounting forms are very 
complicated.  Payments take at 
least 10 days to process. 

 SBA lacks equipment and capacity 
in procurement and finance. 

 AFMIS needs to be online 
for use of all budget units. 
This would help them to 
know the budget, revenues 
and expenditure. 

 

Monitoring and Reporting 
of Project Proceeds 

The SBA has a Technical Monitoring 
System in place.  They use a 
checklist system for monitoring work.  
It includes entry for 
recommendations.  The format 
follows a standard introduced by 
MEW for monthly and quarterly 
monitoring.  This is filled up and sent 
to MEW accordingly. 

Financial Reporting for 
Development Projects is not 
in place.  They are only able 
to handle Operations Budget 
and would require training if 
they are to implement 
development budget. 

SBA Finance Personnel Admin/Finance General Manager:  Grade 4, B.Sc. of literature (Dari 
language), 6 years of experience. 

Services Manager: Grade 5 (Vacant Post) 

Accounting Manager: Grade 5, Baccalaureate (12th grade), 3 and 
half years. 

Cashier/Bonded Trustee: Grade 7, Literate, 11 years of experience 

Recommendations: 
 
The SBA requires extensive training (on-job) for both technical and finance/administrative staff.  
This should improve their operations and get them ready for project implementation. 
 
The SBA finance/administration department is able to handle operations budget.  However, they 
require training in handling development budget prior to being given responsibility of 
implementing donor-funded projects. 

 
 

III. Lower Panj  

Name of Agency Lower Panj Sub Basin Agency  

Location   

Agency Head SBA Director  

Description Details Remarks 

Structure 
SBA Lower Panj has 48 posts in their 
approved tashkeel/structure 

 

Departments Water Affairs Management Grade 3 

 Program and Engineering Services Grade 3 

 Admin/Finance Grade 4 
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Project Implementation 
Experience 

The SBA (Lower Panj) has not 
implemented any externally financed 
project directly; however, it has been 
involved in project supervision of 
projects externally funded by EC 

 

Technical Capacity SBA is only able to design small 
projects. However, the unit has 
extensive experience in project 
survey and supervision. 

The unit requires assistance 
to increase their capacity in 
designing structures. 

Finance and 
Administration 

SBA is able to handle financial 
disbursement through Mustofiat 
System. 

The current Tashkeel does 
not include a Procurement 
Officer. 

Disbursements  Mustofiat doesn’t use the updated 
procurement forms 

 Accounting forms are very 
complicated.  Payments take at 
least 10 days to process. 

 SBA lacks equipment and capacity 
in procurement and finance. 

 AFMIS needs to be online 
for use of all budget units. 
This would help them to 
know the budget, revenues 
and expenditure. 

 

Monitoring and Reporting 
of Project Proceeds 

The SBA has a Technical Monitoring 
System in place.  They use a 
checklist system for monitoring work.  
It includes entry for 
recommendations.  The format 
follows a standard introduced by 
MEW for monthly and quarterly 
monitoring.  This is filled up and sent 
to MEW accordingly. 

Financial Reporting for 
Development Projects is not 
in place.  They are only able 
to handle Operations Budget 
and would require training if 
they are to implement 
development budget. 

SBA Finance Personnel 
Admin/Finance General Manager:  BSc in Education, Experience is 
3.5 years 

Services Manager:  

Accounting Manager:  

Cashier/Bonded Trustee:  

Recommendations: 
 
The SBA requires extensive training (on-job) for both technical and finance/administrative staff.  
This should improve their operations and get them ready for project implementation. 
 
The SBA finance/administration department is able to handle operations budget.  However, they 
require training in handling development budget prior to being given responsibility of 
implementing donor-funded projects. 

 
 

IV. Upper Panj 

Name of Agency Upper Panj Sub Basin Agency  

Location   

Agency Head SBA Director  

Description Details Remarks 
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Structure 
SBA Upper Panj has 43 posts in their 
approved tashkeel/structure 

 

Departments Water Affairs Management Grade 3 

 Program and Engineering Services Grade 3 

 Admin/Finance Grade 4 

Project Implementation 
Experience 

The SBA (Upper Panj) has not 
implemented any externally financed 
project directly; however, it has been 
involved in project supervision of 
projects externally funded by EC 

 

Technical Capacity SBA is only able to design small 
projects. However, the unit has 
extensive experience in project 
survey and supervision. 

The unit requires assistance 
to increase their capacity in 
designing structures. 

Finance and 
Administration 

SBA is able to handle financial 
disbursement through Mustofiat 
System. 

The Tashkeel does not 
include a Procurement 
Officer. 

Disbursements  Mustofiat doesn’t use the updated 
procurement forms 

 Accounting forms are very 
complicated.  Payments take at 
least 10 days to process. 

 SBA lacks equipment and capacity 
in procurement and finance. 

 AFMIS needs to be online 
for use of all budget units. 
This would help them to 
know the budget, revenues 
and expenditure. 

 

Monitoring and Reporting 
of Project Proceeds 

The SBA has a Technical Monitoring 
System in place.  They use a 
checklist system for monitoring work.  
It includes entry for 
recommendations.  The format 
follows a standard introduced by 
MEW for monthly and quarterly 
monitoring.  This is filled up and sent 
to MEW accordingly. 

Financial Reporting for 
Development Projects is not 
in place.  They are only able 
to handle Operations Budget 
and would require training if 
they are to implement 
development budget. 

SBA Finance Personnel 
Admin/Finance General Manager: Relevant Experience and Skills 

Accounting Manager: No computer skills. 

Cashier/Bonded Trustee: Limited Authorization  

Recommendations: 
 
The SBA requires extensive training (on-job) for both technical and finance/administrative staff.  
This should improve their operations and get them ready for project implementation. 
 
The SBA finance/administration department is able to handle operations budget.  However, they 
require training in handling development budget prior to being given responsibility of 
implementing donor-funded projects. 

 
 

V. Taloqan 

Name of Agency Taloqan Sub Basin Agency  
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Location Baghlan  

Agency Head  SBA Director 

Description Details Remarks 

Structure 
SBA Kokcha has 48 posts in their 
approved tashkeel/structure 

 

Departments Water Affairs Management Grade 3 

 Program and Engineering Services Grade 3 

 Admin/Finance Grade 4 

Project Implementation 
Experience 

The SBA (Upper Panj) has not 
implemented any externally financed 
project directly; however, it has been 
involved in survey, design and 
monitoring of Jaman Qoya Canal 
Reconstruction, monitoring of Jaman 
Qoya and Kontinas Protection Works 

 

Technical Capacity SBA is only able to design small 
projects. However, the unit has 
extensive experience in project 
survey and supervision. 

The unit requires assistance 
to increase their capacity in 
designing structures. 

Finance and 
Administration 

SBA is able to handle financial 
disbursement through Mustofiat 
System. 

The Tashkeel does not 
include a Procurement 
Officer. 

Disbursements  Mustofiat doesn’t use the updated 
procurement forms 

 Accounting forms are very 
complicated.  Payments take at 
least 10 days to process. 

 SBA lacks equipment and capacity 
in procurement and finance. 

 AFMIS needs to be online 
for use of all budget units. 
This would help them to 
know the budget, revenues 
and expenditure. 

 

Monitoring and Reporting 
of Project Proceeds 

The SBA has a Technical Monitoring 
System in place.  They use a 
checklist system for monitoring work.  
It includes entry for 
recommendations.  The format 
follows a standard introduced by 
MEW for monthly and quarterly 
monitoring.  This is filled up and sent 
to MEW accordingly. 

Financial Reporting for 
Development Projects is not 
in place.  They are only able 
to handle Operations Budget 
and would require training if 
they are to implement 
development budget. 

SBA Finance Personnel 
Admin/Finance General Manager:  Grade 4, Day to day 
management of Accounting, HR and Procurement, supervision of 
Cash and Inventory, decision making, review of correspondences, 
evaluation of financial and procurement issues and advisory role, 
preparation of attendance reports.  Baccalaureate (12th grade), 12 
years of relevant experience 

Services Manager: Collecting quotations, purchasing of goods, 
reconciliations 

Accounting Manager: Grade 5, Issuance of accounting forms (i.e. M-
41, M-16, M-12, M-9, etc.), preparing reports to director. BSc in 
Education, 3 years of relevant experience 



76 
 

Cashier/Bonded Trustee: Grade 7, Follow up of payments in 
Mustofiat, handles cash; follow up of salaries, track inventory. 10th 
grade, 22 years as cashier/bonded trustee 

Recommendations: 
 
The SBA requires extensive training (on-job) for both technical and finance/administrative staff.  
This should improve their operations and get them ready for project implementation. 
 
The SBA finance/administration department is able to handle operations budget.  However, they 
require training in handling development budget prior to being given responsibility of 
implementing donor-funded projects. 

 

 

 


