
Outer Island Maritime Infrastructure Project (RRP TUV 48484) 
 

FINANCIAL MANAGEMENT ASSESSMENT  
 

 
A. Financial Management Assessment  
 
1. This financial management assessment has been prepared during the course of project 
preparatory activities undertaken between January 2016 and June 2016. The financial management 
capacity of both the Ministry of Finance and Economic Development (MFED) and the Ministry of 
Communication and Transport (MCT) to manage the expenditures that are to occur under the Project 
has been assessed in accordance with ADB’s Guidelines for Financial Analysis and Management of 
Projects and Financial Due Diligence Methodology Note, including use of ADB’s standard financial 
management assessment questionnaire (FMAQ) that has been prepared in conjunction with agency 
staff. The FMAQ for MFED is presented in Annex 1 and MCT in Annex 2.  

2. The assessment of the project financial management risk is rated as high.1 Whilst the existing 
computerised accounting system itself is robust, with sound use of internationally accepted accounting 
principles, there are some serious deficiencies in the financial management system such as; 
unreconciled donors accounts, no internal audit function, and, particularly for ADB, a lack of 
experience in  implementing ADB project because the government implemented only one ADB project 
in the history.  

B. Fiscal Environment and Overall Assessment 
 

3. Financial management arrangements and practices in MCT are consistent with the rules and 
regulations of the Public Finance Act, culminating in MCT preparing an annual report that is submitted 
to MFED for approval using cash based accounting methods.  

4. The key legislation in relation to the management of public finances is the Public Finance Act, 
which commenced on 1 October 1978 and is to be read in conjunction with part IX of the constitution. 
Regulations made under the Public Finance Act include the Financial Instructions and the Public 
Tenders Board Regulations. There is also an Audit Act, which expands on the provisions of the 
constitution relating to the Auditor-General. Other relevant legislation includes; Income Tax Act, 
Customs Act, Consumption Tax Act 2008, Excise Tax Act, Government Borrowing and Guarantee Act, 
and Public Enterprises (Performance and Accountability) Act 2009 

C. Accounting 
 
5. Accounting and reporting environment. The classification system used in the budget 
includes administrative, economic and program classifications, largely consistent with the Government 
Financial Statistics (GFS). According to the Public Expenditure and Financial Accountability (PEFA) 
Report,2 the budget structure is well put together and provides good information, however the in-year 
reporting process against budget lines is weak. The PEFA states: “Management of budget execution 
is handicapped by the lack of regular in-year reporting against the budget. Timely distribution of 
monthly or quarterly expenditure reports is desirable, recognising that attention to other treasury 
functions such as reconciliations is needed to ensure that information in reports is sufficiently reliable”.  

6. During interviews with MCT staff it was stated that reconciliations are now all up to date and 
expenditure against budget reports at the ministry level are regularly checked on a monthly basis. 

                                                
1
  Basis of the scale: High: likely to occur, high impact is occurs, Substantial; unlikely to occur, high impact if occurs; 

moderate: likely to occur, low impact if occurs; Low: unlikely to occur, low impact if occurs.  
2
  Public Expenditure and Financial Accountability (PEFA) Report, ADB Funded 2011. 
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Monthly reconciliations and reporting will be a feature of ADB project. MCT staff also reported that 
release of funding to spending agencies through quarterly warrant is working well and provides a high 
degree of certainty in relation to budget execution. 

7. Accounting policies, procedures and accounting/financial information system. The 
government financial statements are prepared in accordance with generally accepted accounting 
practice in Tuvalu (Tuvalu GAAP), which is guided by the international Public Sector Accounting 
Standards (IPSAS) and the International Financial Reporting Standards (IFRS). The Tuvalu GAAP is 
deemed acceptable to ADB.3 It is a cash based accounting framework and uses the ACCPAC 
accounting system.4 Both the budget and accounting systems use the same chart of accounts which is 
positive and makes expenditure to budget comparisons simpler. The project will adopt Tuvalu GAAP 
in compliance with national financial regulations.  A standalone system will be purchased under the 
project for project accounting purposes (e.g., MYOB).5 

8. Internal control systems. The structure of the finance divisions and internal control systems in 
MFED and MCT generally provide job and authorization segregation with regard to financial 
management, with separate sections authorizing, executing and recording transactions. There are 
systems in place for disbursement authorization when signatories are out of office (which is a real and 
ongoing problem in Tuvalu). The incumbent writes to the Permanent Secretary MFED, copies the 
Accountant General, authorising a replacement. The Project Completion Report for ADB’s previous 
technical assistance in this sector, however, cited staff rotation and changes through natural attrition 
severely hampered the timing of project implementation, despite frequent capacity building and 
training interventions by ADB.6 Project transactions will be reviewed by the Project Director, and will 
be subject to the same internal control measures within MCT and MFED. Withdrawal applications will 
be approved by Project Director, by MCT and then by MFED. 

9. Budgeting and variance management. MFED and MCT have formal budgeting formulation 
processes. MCT takes guidance from MFED on the overall budget envelope, and then prepares initial 
works programs and associated budgets with regard to the assets for which it is responsible. These 
are reviewed and approved by MFED, which then submits a consolidated budget for its broader range 
of responsibilities to parliament through the Prime Minister’s Office for approval and final ratification by 
the Governor General. Variance analyses are prepared on a monthly basis. Project budgeting 
including cash management and disbursement planning will be performed by the PIU accountant 
under the supervision of the project director. 

10. Safeguards over assets. According to staff in both MFED and MCT physical inventories and 
examination of fixed assets and stocks take place twice each year.7 Any discrepancy identified 
between the physical inventory and the records is brought to the attention of the First Secretary, who 
takes appropriate action in accordance with government regulations. The government does not take 
out insurance for its assets. However, the Auditor General’s report for 2013 on the government 
accounts and again in 2014 was qualified citing that “valuation, completeness and existence of 
property, plant and equipment in the Financial Statement ” were issues that were unresolved and 
presented an ongoing issue for the government.  

11. Staffing. The actual number of staff currently employed by MCT is 98 compared to 114 listed 

                                                
3
  Like many similar countries, full compliance with IPSAS and IFRS is not achieved by Tuvalu. PARD financial management 

team has reviewed the national GAAP to be largely compliant and thus deemed acceptable. 
4
  Off-the-shelf customized accounting system purchased from New Zealand (used extensively in the pacific islands) 

5
  Harmonizing accounting systems with World Bank counterparts will be highly considered. 

6 
 ADB. 2011. Completion Report: Maritime Training Project Project in Tuvalu. Manila (L1921-TUV and G2088-TUV). 

7 
 Whilst this might be current practice, past reports of the Auditor General questions the integrity and accuracy of these 
inventory reviews as cited in the same paragraph.  
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in the civil list. There are vacancies that still need to be filled. MCT will be responsible for the oversight 
of all civil works on the different islands, but may call on the Ministry of Public Utilities and Infratructure 
for expertise in civil engineering. As in a small island country with minimal resources for an expansive 
civil service, the finance division in MCT is very small and includes the First Secretary, a Higher 
Executive Officer (HEO) and an Executive Officer (EO).  The project PIU will comprise Project 
Manager, Deputy Project Manager, and Financial Manager, which will be under the supervision of the 
finance division.  The PIU accountant was engaged under the PDA and has performed satisfactorily.  
The same staff is expected to carry on the additional workload under the project, and is assessed to 
be sufficient. 

12. The current structures and staff complements of MFED and MCT are presented in Annexes 4 
and 5.  

D. Project Implementation 
 
13. Implementation arrangements. MFED will execute grant agreements with ADB and the grant 
agreements will be ratified by Parliament. A project management unit (PMU) was established in MCT 
tasked with overall management of the project and with the preparation of ADB withdrawals 
applications, submission of claims for payment and ADB reporting on monthly, quarterly and annual 
basis as determined in the grant agreements.  MCT will provide endorsement of that documentation. 
The PMU will be responsible for day-to-day implementation and preparation of progress reports, 
ensuring that financial and reporting requirements are met and ADB procurement procedures are 
followed. The PMU will comprise four staff (Project Director [concurrently Director, Marine and Port 
Services, MCT], Project Manager, Deputy Project Manager and Finance Manager) and supported by 
the Project Support and Master Planning Consultant.  

14. The FMA identified that while the staff of MCT are adequately qualified for their current work, 
they have no experience with ADB financial management policies and implementation procedures for 
projects, such as procurement procedures and regulations. Similarly, the staff of MFED are not 
familiar with the requirements of ADB for preparation of ADB withdrawals applications, endorsement of 
claims for payment and ADB reporting. This is simply because the government has implemented only 
one ADB investment project which was completed in 2010. The FMA identifies staff as a high level 
risk.8 Mitigating actions have taken place during project inception with an initial awareness and training 
program conducted by staff from ADB Sub-regional Office in Fiji, but additional training opportunities 
will be continuously explored on ADB policies and procedures at MFED, MCT and PMU levels. 

E. Disbursement 
 
15. MFED will primarily act as an intermediary through which funds and approvals pass between 
ADB and MCT. The grant proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2015, as amended from time to time) and detailed arrangements agreed upon between the 
government and ADB. Pursuant to ADB's Safeguard Policy Statement of 2009 (SPS),  ADB funds may 
not be applied to the activities described on the ADB Prohibited Investment Activities List set forth at 
Appendix 5 of SPS.9 

16. Payments for works, goods and consulting services will be disbursed by ADB through direct 
payment procedures after certified by the PSMPC based on the payment terms in the contracts and 
endorsed by MCT and MFED, as shown in Annex 6. MCT through PMU will be responsible for (i) 

                                                
8
  Financial Management Assessment Questionnaires for the oversight agency (Ministry of Finance and Economic 

Development and the executing agency (Ministry of Communication and Transport) (Annex 1 and 2). 
9
  Available at: http://www.adb.org/Documents/Handbooks/Loan_Disbursement/loan-disbursement-final.pdf and 

http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf 
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preparing disbursement projections; (ii) requesting budgetary allocations for counterpart funds; (iii) 
collecting supporting documents; and (iv) preparing withdrawal applications. Each withdrawal 
application must include a claim or invoice from the service providers. MFED will review the 
withdrawal applications and its authorized representatives will endorse them to ADB. 

17. Before the submission of the first withdrawal application, MCT and MFED will submit to ADB 
sufficient evidence of the authority of the person(s) who will sign the withdrawal applications on behalf 
of the government, together with the authenticated specimen signatures of each authorized person 
(this may have already been done as the PMU is now operational).  

18. The use of ADB funds need to be clear and not aggregated into the Tuvalu Development Fund, 
as is the government general practice. Refer Annex 7 for further discussion.  

19. ADB is modernizing its access protocols to streamline its disbursement procedures and MCT 
and PMU will be given access to the “Grant Financial Information System” (GFIS), the newly 
developed “Client Portal for Disbursements (CPD) system” which may help speed up the 
disbursement process.  

20. The government should ensure sufficient counterpart funds are firstly budgeted and secondly 
are available on time. PMU will request disbursement of counterpart funds and MCT will request an 
expenditure warrant from MEFD. The normal government procedure for payments will then be used to 
purchase PMU expenses and supplies and also for any compensation to affected persons by the 
project. In addition, once the operation, repairs and maintenance costs have been identified for the 
newly created assets under the project then MCT must include them in their annual budget to ensure 
sustainability. The grant agreement should include a covenant to this effect.  

21. MCT will maintain separate books and records by funding source for all expenditures incurred 
on the project. As most purchases for this project will be for a civil works contractor, equipment and 
consultant service delivery requisitioned from outside Tuvalu, the bulk of cash disbursement will be 
done by ADB Headquarters in Manila based on application from the PMU endorsed by MCT and 
MFED. The government will retain all original documentation relating to the project including bidding 
documents, bid evaluation reports, physical records of contract execution, original vouchers and 
receipts and approvals for expenditure. Therefore, only insignificant cash transfers will happen in-
country. As mentioned above MCT will be given access to ADB’s Grant Financial Information Services 
(GFIS) and subsequently ADB’s Client Portal for Disbursement (CPD) to enable MCT to provide 
accurate and timely accounting records to both the government and ADB. 

22. The number of transactions during project implementation is estimated to be small as  around 
ten per month, but an off-the-shelf accounting software will be used to ensure sound accounting and 
record keeping, whilst Microsoft Excel is highly unreliable and subject to easy manipulation, deletion of 
records or files, and lacks an audit trail, we expect the audit to be based on original documents, 
vouchers, receipts and approvals and reconciliation with reports. Transaction records are to be 
supported with a logical filing system showing evidence of quotes, invoices, no-objection-letters (NOL) 
from ADB and payment receipts to enable efficient auditing. MCT will prepare consolidated project 
financial statements in accordance with the government's accounting laws and regulations, which 
should be consistent with international accounting principles and practices. 

23. MCT, in accordance with international standards for auditing and as part of each such audit, 
must have the auditor prepare a report (which includes the auditor’s opinion on the use of the grant 
proceeds and compliance with the financial covenants of the grant agreement) and a management 
letter (which sets out the deficiencies in the internal control of the Project that were identified during 
the audit, if any). MCT will also furnish to ADB, no later than 6 months after the end of each related 



5 

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.  

24. Under the previous investment project, which was the first ADB’s investment project for Tuvalu, 
the following financial management issues were observed: (i) delay in replenishing the imprest 
account, (ii) poor bookkeeping and mishandling of supporting documents in association with staff 
movements, (iii) delayed release of the government counterpart funds, and (iv) incomplete auditing of 
the project account. Some measures to avoid these issues have already been taken and more will be 
taken as follows. PMU’s Financial Manager has already been in operation since March 2016, received 
ADB’s training twice, and is preparing satisfactory withdrawal applications for PDA funds. An imprest 
account will not be used for advancing ADB and GEF funds. PMU is planning buy an accounting 
software for proper accounting before the end of September 2016. MCT has already requested 
counterpart fund budget for FY2017. The project team has already coordinated with the Office of 
Auditor General and the audit scope (attached to the PAM) will be briefed before the end of 2016.  

F. Auditing 
 
25. Internal audit. There is currently no internal audit function in the government, and this 
undermines the effectiveness of the internal controls contained in the Financial Instructions. The FMA 
identifies this as a high level risk.10 The government is considering its options to establishing an 
internal audit function, with a proposal for legislation changes with the Attorney General at present. In 
the absence of a clear path to internal audit, it is recommended that the government establish a time-
bound action plan to put in place a functioning internal audit system. This may include consideration of 
employing external resources from Fiji.  

26. External audit. The Office of Auditor General (OAG) audits all government accounts, including 
MCT and MFED. Section 170 of the Constitution of Tuvalu provides for the establishment of the office 
of the Auditor-General, and section 171 provides for the independence of the office. Functions of the 
Auditor-General are set out in section 172 of the Constitution, including inspecting, auditing and 
reporting to Parliament at least once a year on the public accounts of Tuvalu. The FMA has assessed 
that OAG will have adequate capacity to audit the project.  The OAG has confirmed that the project 
will be included in its annual audit plan during the project implementation.   

27. In summary, Table 1 highlights the major weaknesses in the financial management system 
and assesses the likelihood of the weakness effecting the project implementation and safeguard of 
both ADB funds and of the newly created assets.  

 

 

 

 

 

 

                                                
10 

 Financial Management Assessment Questionnaires for the oversight agency (Ministry of Finance and Economic 
Development and the executing agency (Ministry of Communication and Transport) (Annex 1 and 2). 
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Table 1: Summary of Project Financial Management Assessment 
Weakness Risk and Impact Likelihood Rating 

As highlighted by Auditor General reports, 
there exists an unreconciled donor accounts 
aggregated under one bank account which 
carries all externally funded contributions to 
the government.

11
 

High – Chances of fungibility and 
use of funds for purposes other 
than that specified in the grant 
agreement  

Likely High 

The government financial management 
system has no internal audit function, which 
exposes the internal control system to 
inherent weakness 

High – errors of data entry, 
continuous error or fraud remaining 
undetected 

Likely High 

For ADB, a lack of current capacity in the 
government for implementing ADB projects 

High – can lead to delays in 
approval and disbursement, 
together with inaccurate reporting  

Likely High 

As highlighted by Auditor General reports, the 
valuation, completeness and existence of 
property, plant and equipment in the 
government Financial Statement are not 
complete 

High – newly created assets under 
the project should be recorded 
properly to ensure that budgets and 
expenditure for operation and 
maintenance are both allocated 
and used  

Likely High 

In the previous ADB projects, the following 
weaknesses were observed.  
(i) delay in replenishing the imprest account,  
(ii) poor bookkeeping and mishandling of 
supporting documents in association with staff 
movements,  
(iii) delayed release of the government 
counterpart funds, and  
(iv) incomplete auditing of the project account. 

High – If these matters happen 
again, it will lead to delay in 
identifying misuse of project funds, 
delay in implementation, and 
suspension of financing. ,   

Medium  High  

 

28. Recommendations. Based on the FMA above, the following is an action plan recommended 
for implementation under the project.  

Table 2: Project Financial Management Action Plan 
No Weakness Mitigating Actions Responsi-bility Time-frame Resources 

1 In the previous ADB 
investment project, 
the following 
weaknesses were 
observed.  
(i) delay in 
replenishing the 
imprest account,  
(ii) poor bookkeeping 
and miss-handling of 
supporting documents 
in association with 
staff movements,  
(iii) delayed release of 
the government 
counterpart funds, 
and  
(iv) incomplete 
auditing of the project 
account. 

(i) PMU’s Financial Manager has 
already been in operation since March 
2016, received ADB’s training twice, 
and is preparing satisfactory 
withdrawal applications for PDA funds. 
An imprest account will not be used for 
advancing ADB and GEF funds.  
(ii) PMU is planning buy an accounting 
software for proper accounting before 
the end of September 2016. 
(iii) MCT has already requested 
counterpart fund budget for FY2017.  
(iv) The project team has already 
coordinated with the Office of Auditor 
General and the audit scope (attached 
to the PAM) will be briefed before the 
end of 2016. 

MCT and PMU September 
2016 

Project funds 

2 As highlighted by 
Auditor General 
reports there exists 

A separate bank account should be 
established in the National Bank of 
Tuvalu, separate from the Tuvalu 

MFED. ADB As soon as 
possible  

TA 8100-TUV 
and a future 
TA 
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 Handling of ADB funds (Annex 7). 
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unreconciled donors 
accounts aggregated 
under one bank 
account which carries 
all externally funded 
contributions to the 
government

a
 

Development Fund Bank Account for 
the receipt of ADB project funds. While 
through a policy dialogue, the project 
team will try to convince the 
government to separate the project 
account to be separated from the 
Tuvalu Development Fund. In addition, 
through TA 8100-TUV: Institutional 
Strengthening of the MFED, cleaning 
up of unreconciled project accounts 
under the Tuvalu Development Fund 
and separation to individual projects 
will be proposed. The project 
accountant will conduct monthly 
budgeting and reconciliation activities 
to ensure funds that pass through 
Tuvalu Development Fund are used for 
the intended purpose. 

3 The government 
financial management 
system has no 
internal audit function, 
which exposes the 
internal control 
system to inherent 
weakness 

There is currently a proposal by the 
Attorney General for the establishment 
of an internal audit system. Using the 
TA, the establishment of internal audit 
system will be expedited. For the 
project, the PIU will adopt MCT and 
MFED internal control measures to 
ensure that funds are used for 
intended purpose (see para 8 and 
funds flow chart). 

MFED in 
conjunction with 
the Auditor 
General. ADB  

This issue 
should be 
addressed 
with some 
urgency with 
a view to 
commencing 
in fiscal year 
2017.  

TA 8100-TUV 
and a future 
TA 

4 For ADB, a lack of 
current capacity in the 
government for 
implementing ADB 
projects 

Under the project, sufficient 
supplementation measures are built in. 
To assist, MCT, the PMU was 
established with three individual 
consultants from the start of the PDA. 
In addition, the PSMPC will assist MCT 
and PMU in financial management 
under the project. If further assistance 
is needed, PARD’s RETA (TA 9086-
REG: Building Project Implementation 
Capacity in the Pacific) will provide on-
the-job problem solving assistance and 
capacity building workshops.  

MCT and its 
PMU. ADB.  

MCT’s PMU 
is already in 
operation. 
PSMPC will 
be jointly 
recruited by 
MCT and 
ADB before 
start of the 
investment 
project.  
The need of 
assistance 
from TA9086 
will be 
assessed 
continuously.  

Project funds; 
TA 9086-
REG 

5 As highlighted by 
Auditor General 
reports, the valuation, 
completeness and 
existence of property, 
plant and equipment 
in the government 
financial statement 
are not complete. It 
has been reported 
that stocktaking and 
reconciliation is now 
taking place twice a 
year on property, 
plant and equipment. 

For MCT, the institutional 
strengthening under the project will 
address the issue to ensure 
implementation of the required actions.  
ADB and MCT will ensure that the 
project assets will be included in the 
inventory and books of MCT post-
completion. TA to strengthen the public 
financial management will help 
develop a sustainable asset 
management system.  

MCT. PSMPC.  
ADB. MFED.    

Monitor twice 
a year.   

TA8100 and 
a future TA 

ADB=Asian Development Bank, FY=fiscal year, GEF=Global Environment Facility, MCT=Ministry of Communication 
and Transport, MFED=Ministry of Finance and Economic Development, PAM=project administration manual, 
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PDA=project design advance, PIU=project information unit, PMU=project management unit, PSMPC= Project Support 
and Master Planning Consultant, TA=technical assistance, TUV=Tuvalu. 
a
 Handling of ADB funds (Annex 7). 

Source: Asian Development Bank. 
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Annex 1 
Financial Management Assessment Questionnaire 

(Outer Islands Maritime Infrastructure Project: Oversight Agency–Ministry of Finance and 
Economic Development) 

Topic Response Potential Risk 
Event 

1. Oversight Agency  

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

Ministry of the Government of Tuvalu N/A 

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

N/A N/A 

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

a 
 

N/A N/A 

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

Many externally-financed projects 
implemented by MFED, however 
there is no so much experience with 
ADB projects.  

High Risk: 

MFED is 
responsible for all 
externally financed 
projects in Tuvalu 
through its external 
aid coordination 
office. However, 
ADB’s last project in 
Tuvalu was not 
successful. 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

Annual Low Risk: 

Annual Report is 
submitted to 
Parliament after 
audit – audit is 
timely.  

1.6    Describe the regulatory or supervisory 
agency of the entity. 

Ministry of the government and 
Parliament 

No Risk 

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

MCT will be both the Executing and 
Implementing Agency 
 

Medium Risk (refer 
report): 
MCT is a 
government ministry 
and as such is not 
independent and 
there are rules for 
procurement that 
must be followed.  

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

Organizational Structure has been 
obtained 

Low risk: 

From the MFED 
project perspective 
the structure is 
adequate.  

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

Yes Low risk: 

The government 
has “government  
administrative 
Orders” – and if 
there are any 
violations and 
amendments the 
Human Resource 
management office 
submit to PSC 
committee for 
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Topic Response Potential Risk 
Event 

further action 

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

None  Medium Risk: 

However, due to 
institutional memory 
being short, nothing 
has happened in 
the last 3-years 
(Auditor General’s 
office confirms) 

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.  

Conventional fund flow arrangements 
are proposed based on direct 
disbursement of Grant funds. 
 
Only nominal funds will flow through 
the government system as contractor 
package will be substantial and paid 
off-shore directly from ADB.  

Low Risk: 

See Annex 6 for the 
proposed funds 
flow. 

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 Medium Risk: 

However, refer to 
the main report for 
further comments 

2.3     Are the disbursement methods 
appropriate? 

YES  Medium Risk: 

However, refer to 
the main report for 
further comments 

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

 

The PCR of  
the ADB “Tuvalu: Maritime Training 
Project”  
(Project No: 32407 
Loan Numbers: 1921, 2088 
September 2011) was very damming 
of the conduct of Tuvalu for the 
Imprest account and lack of capacity.  
 

High Risk: 

These problems are 
addressed in the 
main text above.  
• Fijian designer, 

doing the QA as 
well as the other 
works 

• PWD doing the 
construction 

• No one knows 
where the money 
has got to. 

• Head of PWD 
was project 
managing 

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

National Bank of Tuvalu Low Risk: 
Acceptable  

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

• Executing foreign and local currency 
transactions? 

• Issuing and administering letters of credit 
(LC)? 

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

statements promptly? 
 

Yes Low Risk: 
Acceptable 
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Topic Response Potential Risk 
Event 

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

$15,000 Low Risk: 

For now, yes, but 
once the scope of 
the project is clearly 
defined then there 
maybe capacity 
building events that 
will be a demand on 
financial resources.  

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

Limited experience enhanced with a 
capacity building mission by ADB in 
April 2016 from Fiji staff members.  

Medium Risk: 

The capacity 
building was well 
accepted, however 
given the 
experiences under 
the TMTI project it 
is recommended 
that further capacity 
building be carried 
out by the 
supervision and 
project 
management 
consultant as part of 
their 
responsibilities.  

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. 

It has been sometime since Tuvalu 
had a project - needs capacity 
building 
 

Medium Risk: 

The existing office 
of PMU and its 
engaged local staff 
will continue in 
operation after the 
PDA phase of the 
project. There is no 
interaction with the 
PPTA of producing 
TORs for the project 
implementation.  

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

No Low Risk 

2.11 How are the counterpart funds accessed?  
 

Not known Yet to be decided 
as the project scope 
is not yet finalised 

2.12 How are payments made from the 
counterpart funds?  

 

Secretary authorizes payment and 
request goes to MFED – MFED 
issues a warrant for the full amount – 
controlled by finance – cheques can 
be issued to this amount  – then 
cheque/number is given to the 
supplier – supplier cashes the cheque 

Low Risk 

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?  

 

Authorisation by MCT then to central 
bank here who has branches on each 
island and then payments is made by 
the bank.  

Low Risk: 

Unlikely there will 
be any transfers to 
the communities or 
NGOs 
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Event 

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?  

 

The scope of the project is not clear 
defined just yet. The beneficiaries will 
most likely contribute land and labor 
 

Medium Risk: 

The beneficiaries 
will need capacity 
building in recording 
and valuing items – 
recent workshops 
highlight the lack of 
financial and 
organisational 
expertise in all be a 
few of the islands.  

3. Staffing  

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

 

Secretary, Senior assistant Secretary, 
Assistant  Secretary, HOD 

No Risk: 

Organisation Chart 
in the main text 

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

Aid Unit under: Planning, Budget and 
Aid coordination Department   

No Risk: 

Existing 
experienced staff 

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.  

In MFED there is the Accountant 
General and she has a large team 
behind her in Treasury.  

Low Risk: 

Stable staff in 
Treasury 

3.4  Is the project finance and accounting 
function staffed adequately?  

Yes Low Risk 

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

Perhaps need some training in ADB 
procedures 

Medium Risk: 
needing capacity 
building 

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

NO High risk: 

Risk of delays 
because 
procedures not 
followed – needs 
capacity building 

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

Permanent staff High Risk: 

All staff in the civil 
service subject to 3-
year rotation policy 

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

N/A Low Risk: 

All appointed at 
present 

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. 

 

N/A N/A 

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 Low Risk 

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

Every 2-years reshuffle 
Turnover 
 

High Risk: 

Knowledgeable staff 
replaced by 
unqualified / 
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unknowledgeable 
staff – refer to TMTI 
problems 

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

Policy for government   in general is 
to provide a Scholarship program on 
long term training / Public and Private   
No internal or formal on-the-job 
training courses  
In-service training Dip in Business 
management sponsored by NZ GOV - 
Only one course 

High Risk: 

Losing well qualified 
and capable staff 
because of no 
career progression 
through formal 
capacity 
enhancement  

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

 

2011 only High Risk:  

No formal training 
given in last 3-years 

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? 

ACCPAC – facilitates project 
accounts  
MCT uses the government 
computerized accounting system. 
Reconciliations are completed each 
month with transaction listing sent 
from MFED 
MCT only monitor the expenses – 
revenue is a separate account and 
accounted for in the single treasury 
account. 
There will be a separate accounting 
system for PMU.  

Low Risk: 

The classification 
system used in the 
accounting system 
includes 
administrative, 
economic and 
program 
classifications, 
largely consistent 
with the IMF 
macroeconomic 
statistical 
framework (the GFS 
framework) 
designed to support 
fiscal analysis. The 
budget is well put 
together and 
provides good 
information. 
 

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

The Ministry First Secretary (MCT) 
must always authorize transactions. 
When the First Secretary is away 
he/she writes to Permanent Secretary 
Finance appointing a substitute 
(usually the 2

nd
 Secretary). 

 
The authorization includes the 
amount and calculations and review 
of supporting documents.  
 
For amounts greater than $500 then 
the modality for purchase is under the 
Procurement Unit for the government 
reporting to MFED 
 
 

Low Risk: 

Treasury are 
usually very good at 
requiring 
authorisation before 
release of warrants. 
Confirmed by AG’s 
reports 

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 Low Risk: 

The classifications 
provide a 
comprehensive 
coverage of MCT 
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activity. 

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

Checking system for Vote keepers – 
standard rates some times changed 
and need to be corrected – not huge 
job 

Low Risk: 

Enhanced 
reconciliation 
process now in 
place 

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

Yes – reconciliations are completed 
monthly  
Actions are made immediately and 
changes made 

Low Risk: 

AG confirms 
monthly 
reconciliations  

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

Accounting records are kept for 5-
years.  
 
However, for project closing they are 
kept for 5-years after close 
 
Project records and kept in a 
separate filling system 

Low Risk: 

The system meets 
and exceeds ADB 
requirements 

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

Audit reports are submitted to the 1
st
 

Secretary then he convenes a 
meeting of all Directors and Vote 
Keepers to go through the report 
together and address issues raise. 
There are no outstanding issues at 
this time.  

Medium Risk: 

There are several 
issues regarding 
asset valuations 
and inventory 
recording that 
seems to be 
ongoing. These 
issue are addressed 
in the main body of 
the report 

Segregation of Duties  

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

 

(i) Secretary Only or the substitute 
are the only ones authorized to 
execute transactions 

(ii) HEO records transactions on the 
computerized system 

(iii) Technical Managers have 
custody of assets and vote 
keepers record their possession 

(iv) Reconciliations done by HEO 
and EO 

Medium Risk: 

The accounting 
section is too small 
to expect proper 
segregation of 
duties. It is not an 
ideal situation to 
have the same 
person recording 
transactions and 
then completing the 
reconciliations. It 
would need very 
good supervision 
and checking after 
the reconciliation 
has been 
completed.   

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

 

There is a threshold of $500 for 
spending limits in the Ministry. 
Anything above this threshold need to 
go through the Procurement Unit 
housed in the MFED.  
Purchase order (PO) by MFED and 

Low Risk:  

MFED staffed well 
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payment after  

Budgeting System  

4.10  Do budgets include physical and financial 
targets?  

YES   Low Risk: 

We have a copy of 
the budget and 
performance targets 
– financial and 
physical 

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

 

YES Low Risk  

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

YES  
 

Low Risk: 

Every month 
financial reports are 
produced on 
revenue and 
spending budgets v 
actual 
Quarterly – submit 
to Cabinet 

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

  

In advance Medium Risk: 

The policy is correct 
however according 
to AG report and 
interview there are 
instances whereby 
this is shortcut.  

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

 

No Ceiling 
Virement system approved in 
advance of payment  

Low Risk: 

Policy is correct  

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

 

Approval is sought in parliament  
Director Planning and Budget is 
responsible 

Low Risk 

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?  

1. July – November 
Expenditure ceiling – 
approval from Cabinet 
Circular to all ministries 
confirmation with envelope 
for each ministry – time line  

2. August budget rounds  
3. Consolidated budget to Cabinet 
4. To Parliament November/Dec 

Low Risk: 

Budget cycle is well 
use in Tuvalu 
government 

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

  
          Is there evidence of significant mid-year 

revisions, inadequate fund releases 
against allocations, or inability of the EA to 
absorb/spend released funds? 

 

N/A PPTA still being 
completed – no 
plans yet 
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 Is there evidence that government 
counterpart funding is not made available 
adequately or on a timely basis in prior 
projects? 

 

N/A PPTA still being 
completed – 
Counterpart funding 
no yet identified 

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

 

Minister of finance approval required 
for $750,000 above budget for whole 
of government 
 

High Risk: 

The AG’s report 
identifies the over 
expenditure of 
Budget Heads 
which is in breach 
of the Constitution 
in the following 
ministries:  
(ii) Finance and 
Economic 
Development, 
(ii) Health and (iii) 
Foreign Affairs 

Payments  

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

 

YES Low Risk 

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 Low Risk 

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

 

Treasury prepare and then Payroll 
Committee check before submitting to 
National Bank  
Treasury / HRM   

Low Risk 

Policies And Procedures  

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

Cash  Low Risk 

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?  

IFRS /  Low Risk 

Confirmed in PEFA 

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

 YES Medium Risk: 

Risk without 
continual capacity 
building given the 
experiences with 
TMTI 
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4.24 Is the accounting policy and procedure 
manual updated regularly and for the 
project activities?  

YES Low Risk: 

This will be evident 
using ADB’s new 
disbursement 
system 

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?  

Only Permanent Secretary can issue 
circulars 

Low Risk 

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

YES Low Risk 

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?  

Financial Instructions – copy obtained Low Risk 

We have copy of 
FIs 

4.28  Are manuals distributed to appropriate 
personnel?  

Everyone has access – for finance 
only  

Low Risk 

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

Director of each department and 
external audit 

Low Risk 

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. 

Permanent Secretary, Senior 
Assistant Secretary, Assistant 
Secretary and Government 
Accountant  

Low Risk 

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

Computerised system Low Risk 

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?  

Wharf receipts banked weekly and 
reconciliations done with receipt 
books  

Low Risk 

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

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

YES - monthly Low Risk 

4.34   Are all reconciling items approved and 
recorded? 

YES  Low Risk 

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

YES Low Risk 

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

YES High Risk: 

The Tuvalu 
Development Fund 
to which will take 
ADB’s cash 
transfers has 
outstanding 
reconciliation 
problems – refer 
main report 

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

YES Low Risk 



18 

Topic Response Potential Risk 
Event 

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

NO Low Risk 

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

  

Safeguard over Assets  

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

 Medium Risk: 

The Auditor general 
has specific 
comments 
regarding 
government assets 
over the last few 
years – this 
situation does not 
appear to have 
resolve yet 

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 - Treasury  Medium Risk: 

Refer AG’s report 

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

YES Medium Risk: 

Refer AG’s report 

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

 YES Medium Risk: 

Refer AG’s report 

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 Medium Risk: 

Refer AG’s report 

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? 

YES Medium Risk: 

Refer AG’s report 

4.46  Are assets sufficiently covered by 
insurance policies?  

 

No  The government 
does not insure 
assets 

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

 

In Financial Instructions and the 
Public Tenders Board Regulations 

Medium Risk: 

Refer AG’s report 

Other Offices and Implementing Entities  

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

N/A  N/A 

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

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

Contract Management and Accounting 

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

MFED expects the MCT and PMU to 
maintain records at this detail – the 
government will maintain records at 
the project level and disbursement 
will be according to warrants – 
warrants will be issued against 
requests for contact values by 
MCT/MOU 

Low Risk 

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

MCT would do the reconciliation Low Risk 

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?  

Reporting fraud and corruption is 
historically done through the Attorney 
General Police and now the 
Ombudsman who has now been in 
place for 2-years 

High Risk: 

The Ombudsman is 
a new concept to 
Tuvalu and it will 
take some time for 
the citizens to trust 
this modality. He 
was afforded some 
capacity building 
during the time of 
the PPTA.  

5. Internal Audit  

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

No internal audit at this point – 
proposed legislative changes are with 
the Attorney General  

High Risk  

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

5.5  Are actions taken on the internal audit 
findings?  

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

N/A N/A 

5.7  Is the IA department independent?   N/A N/A 

5.8 Do they perform pre-audit of transactions? N/A N/A 

5.9  Who approves the internal audit program? N/A N/A 

5.10  What standards guide the internal audit 
program?  

N/A N/A 

5.11  How are audit deficiencies tracked? N/A N/A 

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

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

N/A N/A 

6. External Audit – entity level 

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

 

Yes. Office of the Auditor-General 
Tuvalu. 

Low Risk 

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

 

No. Within statutory timeframe.  9 
months after the end of the financial 
year.  

Low Risk 

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

 

Yes. 
 

Low Risk 

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

Yes. Low Risk: 

Mentioned in the 
main report 

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

Yes. Public Accounts Committee 
which consists of members of 
Parliament, who are not in the 
executive.  

Low Risk 

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.   Low Risk 

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

Yes.  Medium Risk: 

See the current 
report 

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

No. Low Risk 

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? 

Entity auditor. Low Risk 

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

No. See the ADB. Low Risk 

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. Low Risk 

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? 

Yes. Pending. Model audit report 
useful, audit standards and scope. 
Cash basis accounting. 

Low Risk 

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

N/A Low Risk 

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 Low Risk 

But good to have a 
refresher course 

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

Yes. See 2014 audit report.  Medium Risk 

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

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

No. TMTI project no good.  High Risk: 

Former ADB project 
in TMTI was a 
disaster 

7. Reporting and Monitoring  

7.1  Are financial statements and reports 
prepared for the entity?  

YES 
  

Low Risk 

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

YES Low Risk 

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?  

Annual to meet government deadlines Low Risk 

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

YES to meet ADB requirements Low Risk 
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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?  

YES Low Risk 

7.6 Are financial management reports used by 
management?  

YES Low Risk 

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

YES Low Risk 

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?  

Using Excel spreadsheets and 
reconciled to the project account in 
the government system – currently in 
the Tuvalu Development Fund 

Low Risk 

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

No Medium Risk 

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

Yes Low Risk 

8. Information Systems  

8.1  Is the financial accounting and reporting 
system computerized?  

YES: ACCPAC Low Risk 

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

Off-the-shelf and customized Low Risk 

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

Used by all departments in the 
government but not field units, 
however access is restricted in most 
cases to view only 

Low Risk 

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? 

YES, done through a module – 
Tuvalu Development Fund 

High Risk 

This account is not 
reconciled as at end 
of April 2016 

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 government’s ACCPAC system 
can produce all reports 

Low Risk 

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

YES Low Risk 

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

YES Low Risk 

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

YES Low Risk 

8.9    Are there back-up procedures in place? YES Low Risk 

8.10 Describe the backup procedures – online 
storage, offsite storage, offshore storage, 

Online facilities to New Zealand and 
also to hard drives and server 

Low Risk 
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Topic Response Potential Risk 
Event 

fire, earthquake and calamity protection for 
backups. 

segregation and offsite – once every 
6-months ACCPAC New Zealand 
take a copy of the whole system and 
retain in New Zealand. 

a
 In such cases, consult OAI on the need for integrity due diligence on nongovernment beneficial owners. 

Source: Asian Development Bank. 
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Annex 2 
 

Financial Management Assessment Questionnaire 
(Outer Islands Maritime Infrastructure Project: Executing Agency–Ministry of Communication 

and Transport) 
 

Topic Response Potential Risk 
Event 

1. Executing / Implementing Agency  

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

Ministry of the Government of Tuvalu Low Risk 

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

N/A N/A 

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

a 
 

N/A N/A  

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

Not in the last 3-years and therefore no 
institutional memory. 
Ship-to-shore project from NZAID but no 
payment responsibility 
Marine Department, the MES, and the 
PWD in efforts to transport construction 
materials and equipment 
ADB 32407-Tuvalu: Maritime Training 
Project 2004 to 2011 

High Risk: 

No institutional 
memory 
 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

Monthly – reconciliations with Treasury 
MFED 
Annually – report to MFED who in turn 
reports to Cabinet and then Parliament  

Low Risk 

1.6    Describe the regulatory or supervisory 
agency of the entity. 

Ministry of the government and 
Parliament 

Low Risk 

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

MCT 
Not Independent part of the 
Government of Tuvalu 

Low Risk 

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

YES – appropriate for the project. Refer 
main report for further details 

Medium Risk 

Lack of 
segregation of 
duties due to small 
nature of the 
finance department  

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

Yes – issued by the government 
personnel HR management office 

Low Risk 

The government 
has “government  
administrative 
Orders” – and if 
there are any 
violations and 
amendments the 
Human Resource 
management office 
submit to PSC 
committee for 
further action 

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

No issues in the last 3-years or in 
current institutional memory 

Low Risk 

Confirmed by AG 
Office 

2. Funds Flow Arrangements  
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Topic Response Potential Risk 
Event 

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.  

MCT must submit to MFED a request 
for a warrant for the project. MFED 
issues a warrant and MCT can spent up 
to that limit by the use of Purchase 
Orders. MFED issues cheques to 
suppliers on receipt of signed purchase 
orders   
2 signatories to spend money (i) MCT 
and (ii) MFED 
Refer to text in main report 

Low Risk 

 

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?  

From ADB into designated bank 
account for the Tuvalu Development 
Fund under a unique project and donor 
account number – the warrant is then 
issued to MCT on request– then 
payment can start (funds from all donors 
come to this account) 

High Risk 

Refer to main text 
 

2.3     Are the disbursement methods 
appropriate? 

The process is appropriate Low Risk 

 

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

 

No problems High Risk 

It must be 
remembered that 
MCT was the 
recipient of ADB 
funds through an 
imprest account 
from 2004 to 2011 
for the TMTI 
project and there 
were many 
problems – refer 
main text of the 
report 

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

National Bank of Tuvalu Low Risk 

 

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

• Executing foreign and local currency 
transactions? 

• Issuing and administering letters of 
credit (LC)? 

• Handling a large volume of 
transaction? 

• Issuing detailed monthly bank 
statements promptly? 
 

Yes Low Risk 

 

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

Currently stands at $15,000 but needs 
to be reviewed during Fact Finding 
Mission when the scope of the project is 
more clearly defined and the need for 
local funds has been determined.  

High Risk 

Recommend using 
government 
warrant system 
and not using 
imprest account  

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

No Experience High Risk 

Needs additional 
capacity building 
as the project 
starts 
implementation  
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Topic Response Potential Risk 
Event 

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. 

Need capacity building 
Existing PMU for PDA will continue 
through implementation 

Low Risk 

 

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

No Low Risk 

 

2.11 How are the counterpart funds 
accessed?  

 

Through the government system and 
the MFED. Most contributions will be in-
kind -  

Low Risk 

 

2.12 How are payments made from the 
counterpart funds?  

 

Secretary authorizes payment and 
request goes to MFED – MFED issues a 
(warrant is for the full amount – 
controlled by finance – cheques can be 
issued to this amount)  – then 
cheque/number is given to the supplier 
– supplier cash the cheque 

Low Risk 

 

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?  

 

Authorization by MCT then to central 
bank here who has branches on each 
island and then payments is made by 
the bank.  

Low Risk 

At this stage no 
plans to use outer 
island 
administrations to 
handle project 
funds 

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?  

 

Not planned at this stage Low Risk 

 

3. Staffing  

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

 

The accounting section and structure is 
quite small in line with the nature of the 
island and government. It consists of 
1st Secretary, Higher Executive Office 
(HEO) and Executive Officer (EO). 
 

Medium risk 

Segregation of 
duties is difficult 
due to the unit 
being so small. 
The accounting 
section is shown in 
the ministry 
organizational 
chart, there is no 
need for a 
separate chart  

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

Existing staff (HEO) will be assigned as 
the financial controller with an overview 
function of the PMU, but new staff will 
be engaged for the PMU. Existing 
capacity will need to be enhanced.  

Low Risk 

Ministry of Health 
have many 
projects and this is 
the model followed 
by MCT.  
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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.  

Attach in main report  Low Risk 

 

3.4  Is the project finance and accounting 
function staffed adequately?  

Yes Low Risk 

 

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

Perhaps need some additional training 
in ADB procedures 

Medium Risk 

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

NO Medium Risk 

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

Permanent staff (but noted on 3-year 
rotation basis for Civil Servants)  

Medium Risk 

 

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

All filled Low Risk 

 

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. 

 

N/A N/A 

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 Low Risk 

 

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

The Public Service Commission ensure 
that permanent staff are reshuffled 
every 2-years.  
There have been no terminations, 
resignations or transfers in accounting 
or oversight personnel during the last 2-
years.   
 

High Risk 

 

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

Policy for government   in general is to 
provide a Scholarship program on long 
term training / Public and Private   
No internal or formal on-the-job training 
courses  
In-service training Dip in Business 
management sponsored by NZ GOV - 
Only one course 

Medium Risk 

Lack of qualified 
staff available 

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

 

HEO attended on course in 2011 only Medium Risk 

Lack of qualified 
staff available 

4. Accounting Policies and Procedures  
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Topic Response Potential Risk 
Event 

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? 

MCT uses the government 
computerized accounting system. 
Reconciliations are completed each 
month with transaction listing sent from 
MFED 
MCT only monitor the expenses – 
revenue is a separate account and 
accounted for in the single treasury 
account. 
There will be a separate accounting 
system for PMU.  

Low Risk 

The classification 
system used in the 
accounting system 
includes 
administrative, 
economic and 
program 
classifications, 
largely consistent 
with the IMF 
macroeconomic 
statistical 
framework (the 
GFS framework) 
designed to 
support fiscal 
analysis. The 
budget is well put 
together and 
provides good 
information. 
 

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

The Ministry First Secretary must 
always authorize transactions. When 
the First Secretary is away he/she 
writes to 1

st
 Secretary Finance 

appointing a substitute (usually the 2
nd

 
Secretary). 
The authorization includes the amount 
and calculations and review of 
supporting documents.  
For amounts greater than $500 then the 
modality for purchase is under the  
Procurement Unit for the government 
reporting to  MFED 

Low Risk 

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. Chart of Accounts available in 
ACCPAC 

Low Risk: 

The classifications 
provide a 
comprehensive 
coverage of MCT 
activity. 

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

Checking system for Vote keepers – 
standard rates sometimes changed and 
need to be corrected – not huge job 

Low Risk 

 

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

Yes – reconciliations are completed 
monthly  
Actions are made immediately and 
changes made 

Low Risk 

 

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 

Accounting records are kept for 5-years.  
 
However, for project closing they are 
kept for 5-years after close 
 
Project records are kept in a separate 
filling system 

Low Risk 

The system meets 
and exceeds ADB 
requirements 



29 

Topic Response Potential Risk 
Event 

authorized users easy access?  

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

Audit reports are submitted to the 1
st
 

Secretary then he convenes a meeting 
of all Directors and Vote Keepers to go 
through the report together and address 
issues raise. There are no outstanding 
issues at this time.  

Low Risk 

 

Segregation of Duties  

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

 

Secretary only or the substitute are the 
only ones authorized to execute 
transactions 
HEO records transactions on the 
computerized system 
Technical Managers have custody of 
assets and vote keepers record their 
possession 
Reconciliations done by HEO and EO 

High Risk: 

The accounting 
section is too small 
to expect proper 
segregation of 
duties. It is not an 
ideal situation to 
have the same 
person recording 
transactions and 
then completing 
the reconciliations. 
It would need very 
good supervision 
and checking after 
the reconciliation 
has been 
completed.   

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

 

There is a threshold of $500 for 
spending limits in the Ministry. Anything 
above this threshold need to go through 
the Procurement Unit housed in the 
MFED.  

Low Risk 

 

Budgeting System  

4.10  Do budgets include physical and financial 
targets?  

YES Low Risk 

 

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

 

YES Low Risk: 

Using 
GFS/COFOG 
standards the 
budget formulation 
and execution is 
based on 
administrative, 
economic and sub-
functional 
classifications and 
can produce 
consistent 
documentation 
according to those 
standards. 
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Event 

(Program 
classification may 
substitute for sub-
functional 
classification, if it is 
applied with a level 
of detail at least 
corresponding to 
sub-functional.)  
 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

  
          Is there evidence of significant mid-year 

revisions, inadequate fund releases 
against allocations, or inability of the EA 
to absorb/spend released funds? 

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

Payments  

4.18 Do invoice-processing procedures 
require: (i) Copies of purchase orders 
and receiving reports to be obtained 
directly from issuing departments? (ii) 
Comparison of invoice quantities, prices 
and terms, with those indicated on the 
purchase order and with records of goods 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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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?  

 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

Policies And Procedures  

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

4.28  Are manuals distributed to appropriate 
personnel?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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. 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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4.31 Does the organization maintain an 
adequate and up-to-date cashbook 
recording receipts and payments?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

4.34   Are all reconciling items approved and 
recorded? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

Safeguard over Assets  

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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4.46  Are assets sufficiently covered by 
insurance policies?  

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

Other Offices and Implementing Entities  

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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. 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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. 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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.  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5. Internal Audit  

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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Topic Response Potential Risk 
Event 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.5  Are actions taken on the internal audit 
findings?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.7  Is the IA department independent?   All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.8 Do they perform pre-audit of 
transactions? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.9  Who approves the internal audit 
program? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.10  What standards guide the internal audit 
program?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

5.11  How are audit deficiencies tracked? All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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)? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

6. External Audit – entity level 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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Topic Response Potential Risk 
Event 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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)? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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)? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

 [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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

7. Reporting and Monitoring  

7.1  Are financial statements and reports 
prepared for the entity?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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Topic Response Potential Risk 
Event 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

7.6 Are financial management reports used 
by management?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

8. Information Systems  

8.1  Is the financial accounting and reporting 
system computerized?  

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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? 

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 
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Topic Response Potential Risk 
Event 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

8.9    Are there back-up procedures in place? All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

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

All further questions are covered in the 
FMAQ for MFED 

Risk as in FMAQ 
for MFED 

a
 In such cases, consult OAI on the need for integrity due diligence on nongovernment beneficial owners. 

Source: Asian Development Bank. 
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Annex 3 

 

Introduction to Ministry of Finance & Economic Development  
 

Address:  Private Mail Bag, Vaiaku, Funafuti, TUVALU 
Phone: (688) 20408, Fax: (688) 20210, email: tmelitiana@gov.tv   

 

1. Responsibilities 

 

1. The Ministry of Finance and Economic Development is the main financial and economic 
institution of the Government of Tuvalu and its mission is to ensure the financial viability of the 
Government of Tuvalu and demonstrate responsible stewardship of public assets through prudent 
fiscal policies and disciplined financial management and accountability.1 

2. Organizational Arrangements of International Aid Programs 

 

2. The ministry has a dedicated team of 3 people who manage the Aid budget.  

2016 External Budget 
Projects with funding approved by Development Partners 

for 2016 
Function Description of Aid Development Partner Amount (AUD) 
Audit Adviser to the Auditor General Australian DFAT 110,000 
Education  Education for all  Australian DFAT 1,119,070 
 Funafuti Primary school Australian DFAT 1,800,000 
 Tuvalu Early Human Capacity Index  29,962 
Finance Aid Adviser Salary  NZAID  
 Budget Adviser Salary  NZAID  

 Budget Management Advisor  Australian DFAT 155,000 

 TA Tax Adviser Australian DFAT 130,000 

Foreign Affairs IF IDTIS Capacity Building (Tier 1)  WTO/UNDP  300,000 

 NAPA Adaptation Program of Action (NAPA 
II)  

GEF/UNDP  4,475,285 

 NBSAP Review + Development of 5th 
National report on the CBD     GEF  

 243,600 

 Pacific Ozone Depleting Substances 
Project  

SPREP  31,500 

 IF IDTIS Capacity Building (Tier 1)  WTO/UNDP  300,000 

 Reach to Reef Project UNDP 4,200,000 

Health Australian Visiting Medical Team  Australian DFAT  100,000 

 Cuban doctors  CUBA  200,000 

 GF HIV  GLOBAL FUND  116,565 

 GF TB  GLOBAL FUND  123,900 

 Immunization Programs  UNICEF  5,000 

 NZMTS  NZAID  150,000 

 Outer Island Facilities Upgrade  JAPAN  200,000 

 Renovation of PHM on Funafuti  JAPAN  1,200,000 

 ROC Visiting Medical Team  ROC  100,000 

                                                
1 

 Corporate plan of the Ministry of Finance and Economic Development. 



39 

 UNFPA (RH)  UNFPA  150,000 

 Who Who 124,000 

OPM Annual Commission on the Status of 
Women  

PIFS  73,837 

 Australian In-Service Scholarship  Australian DFAT 950,000 

 Development Policy Adviser  JAPAN  165,000 

 JICA In-Service Training  JAPAN  392,058 

 NZ In-Service Scholarships  NZAID  800,000 

 Review of the Public Service Structure  Australian DFAT 40,000 

 Short term training  NZAID 150,000 

Police Australia Naval Advisors  Australian DFAT 500,000 

 Mataili Fuel (Australian Naval Program) Australian DFAT 200,000 

Public Utilities 100% Renewable Energy by 2020  EU  2,000,000 

 Biogas Project  EU  400,000 

 Burrow Pits  NZAID  

 Falevatie Phase II  EU  750,000 

 Pacific Alliance Labelling Standard Australian DFAT 10,500 

  Total Committed 21,495,277 
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Annex 4 

 
Organizational Chart for Ministry of Finance and Economic Development 

Department Permanent Temporary Advisor Total 

Headquarters (excluding Minister’s office) 7 1 - 8 
Planning and Budget 14  1 15 
Treasury 19 -  19 
Customs 11 -  11 
Inland Revenue 9 - 1 10 
Statistics 5 - - 5 
Industry 5 - - 5 
PERMU 2  - 2 
Central Procurement Unit  3   3 
Total 75 1 1 77 
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Annex 5 
Key Staff in the Ministry of Communications and Transport, Tuvalu 

 

 
 

Department  Permanent Temporary Advisor Total 

Headquarters (excluding Minister’s office) 5 - - 5 
Marine and Port services 60 - - 60 
Civil Aviation 11 - - 11 
ICT 8 - - 8 
Meteorological Services 14 - - 14 
Total 98 0 0 98 
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Annex 6 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  



43 

Annex 7 
 

Handling of ADB Funds 
 
1. The PMU has already been established by the government and a reimbursable fund of 
AUD$15,000 has been advanced has been paid by ADB into the Tuvalu Development Fund account 
using a separate accounting code, but aggregated into the one single development account. This 
single account at the National Bank of Tuvalu is set up to receive contributions from all development 
partners for all externally funded projects. In the government accounting system each project and 
development partner is allocated a discrete account number, then disbursements and warrants are 
issued against these account numbers. However, the Annual Audit Report of the Auditor General point 
out that this bank account has not been fully reconciled; according to the Audit report which states: 
“non-reconciliation of the movement of the Tuvalu Development Fund for the year to the movement in 
the Tuvalu Development Fund bank account”.  
 
2. The report also references inappropriate issue of warrants, which resulted in overspending of 
the Development Fund Account: “The Tropic Cyclone (TC) Pam Development Fund Account was 
created for Development Funds to be deposited for cyclone relief. Funds have been expended out of 
the TDF without a Development Fund Warrant and before receipt of the funds into the Development 
Fund Bank account”, This is not in compliance with the Public Finance Act and Schedule to the Public 
Finance Article 1: “No moneys shall be issued from the Development Fund for the purpose of meeting 
any expenditure except in accordance with a Development Warrant under the hand of the Minister”; 
The Financial Instructions 2015 Section 249 state that “Upon the receipt of ODA (Overseas 
Development Assistance) funds, the Minister shall, in accordance with the powers conferred by the 
rules contained in the Schedule to the Act, issue a development fund warrant, authorising payment 
from the development fund the sum set out in the warrant against the requisite development project”.  
 
3. Given the significant findings of the Auditor General’s report a relevant clause should be 
inserted in the Grant Agreement to mitigate the fact that fungibility or co-mingling of funds can take 
place whereby one development partners funds can be used to supplement another’s funds. A 
separate bank account in the National Bank of Tuvalu, separate from the Tuvalu Development Fund 
account, would be desirable and it is recommended this take effect immediately.  
 
4. A clause to the effect that “ADB funds transferred into the Tuvalu Development Fund bank 
account or any other bank account for the purposes of the project must not in any event be used for 
purchases or expenses for any purpose other than that specified for the Outer Island Maritime 
Infrastructure Project” .  
 
 


