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EXECUTIVE SUMMARY 
 
1. This Financial Management Assessment considered the capacity of the executing and 
implementing agencies in terms of funds-flow arrangements, staffing, accounting and financial 
reporting systems, financial information systems, and internal and external auditing arrangements 
in line with the ADB’s Financial Management Technical Guidance Note for Financial Management 
Assessment (2015). The project’s executing agencies are Binh Dinh Provincial People’s 
Committee (PPC) and Quang Nam PPC. The respective implementing agencies are Binh Dinh 
professional project management unit (PPMU) for agricultural and rural development projects  and 
Quang Nam PPMU for transport construction works.  

2. The assessment considered risks associated with the entities themselves, as well as 
project risks that are identified based on experience from current official development assistance 
projects. The assessment is within the context where the implementation and management of the 
project is devolved to the provincial level, the project financing through the Ministry of Finance will 
be on-lent to each of the five provinces, and each province is responsible for managing its 
respective work program. The financial management arrangements are also assessed in 
alignment with this approach. 

3. The implementing agencies will be fully responsible for the day-to-day implementation and 
management of the project in the provinces while the executing agencies will provide governance 
oversight and allocate budget funding. Thus, the assessment focused more on implementing 
agencies’ financial management systems to meet the project’s requirements. Both PPMUs have 
sound organizational structures and adequate number of qualified and experienced financial 
management staff, even if their experience with official development assistance projects is not 
always extensive, with only relatively minor issues in terms of internal controls. The overall pre-
mitigation financial management risk rating is Moderate and the implementing agencies have 
adequate financial management capacity to carry out the project.  

4. The key risks that were identified during the assessment relate to: (i) potential delayed 
funding allocation from the PPCs for this project, (ii) lack of a comprehensive financial 
management manual for the project, (iii) PPMU’s limited exposure to ADB’s disbursement 
systems and financial management requirements (particularly Binh Dinh PPMU), (iv) limited 
general financial management and disbursement trainings provided to financial management staff 
in the recent years, and (v) lack of an integrated information system to timely monitor and update 
budget versus actual expenditures. The financial management risks are analyzed along with 
mitigation measures. 

5. One of the key factors causing slow and inefficient project implementation is the lack of 
readiness at the projects’ startup. To mitigate this risk, the following project readiness activities 
are proposed: 
 

(i) Review and finalize the project’s comprehensive financial management manual, 
which was drafted by the transaction technical assistance consultants.  

(ii) Confirm assignment of at least four qualified financial management staff, including 
one chief accountant, one disbursement accountant, and two general accounting 
staff, at each PPMUs prior to loan effectiveness. 

(iii) Development the project’s disbursement profiles prior to project startup, so that (i) 
the required planning for counterpart funds may be put in place, to ensure that the 
counterpart funds are available when required; and (ii) ADB advance account 
funding requirements are clear. 



 

 
 

6. These measures and other financial management risk mitigation actions during 
implementation will help the PPMUs improve implementation and management through an 
enhanced financial management system, which will serve the PPMUs in the longer term. 

 





 

   
 

I. INTRODUCTION 

1. This Financial Management Assessment (FMA) was prepared in accordance with ADB’s 
Financial Management Technical Guidance Note for Financial Management Assessment (2015). 
The FMA considered the capacity of the executing and implementing agencies in terms of funds-
flow arrangements, staffing, accounting and financial reporting systems, financial information 
systems, and internal and external auditing arrangements. The project’s executing agencies are 
Binh Dinh Provincial People’s Committee (PPC) and Quang Nam PPC. The respective 
implementing agencies are Binh Dinh professional project management unit (PPMU) for 
agricultural and rural development projects and Quang Nam PPMU for transport construction 
works. 

2. Each of the implementing agencies will be fully responsible for the day-to-day 
implementation and management of the project in the respective provinces, with the authority to 
sign contracts and payments. Governance oversight is provided by the two executing agencies, 
who set the provincial policies, and approve work plans and budgets (and budget variations), 
establish and oversee the PPMUs’ activities as project owners.1 The Ministry of Finance (MOF) 
set the overall financial and administrative framework and policies through its various circulars 
and other guidance. In this regard, the assessment aimed to review the latest state audit report 
for each executing agency, which were not available due to confidentiality issues. Given the 
minimal involvement of the executing agencies in the project’s daily activities, this FMA focused 
on assessing the capacity and experience of the potential implementing agencies to carry out the 
project activities. 

3. The assessment was undertaken during the period May to September 2019 under the 
transaction technical assistance (TRTA) on Basic Infrastructure for Inclusive Growth in the 
Northeast Provinces Sector Project,2 and updated in June 2020 by the ADB Viet Nam Resident 
Mission, considering the following: 

(i) assessment review of the ADB country partnership strategy (CPS) 2016–2020 for 
Viet Nam;  

(ii) completed ADB FMA questionnaires for each PPMU as potential project 
implementing agencies; and 

(iii) consultations with ADB Viet Nam Resident Mission, two PPMUs, PPCs’ staff, and 
the audit firm for an ADB project in Binh Dinh. 

4. The proposed financial management arrangements for the proposed project for Binh Dinh 
and Quang Nam Provinces are based on the approach where the implementation and 
management is devolved to the provincial level. The project financing through the Ministry of 
Finance will be on-lent to Binh Dinh and Quang Nam Provinces although the loan and grant 
financing shares will be different from province to province. Under this devolved arrangement, 
each province will be responsible for managing their respective financing and work programs. 
Funding disbursements, accounting, and reporting and auditing arrangements will be similarly 
aligned. As such, each province will be the main driver of its project implementation, including 
financial management, to support its respective subprojects. There will be fewer risks related to 
delays that are not within their own control and result in a higher level of project’s ownership and 
‘buy-in’ at provincial level. 

 
1  PPMU is a government terminology. 
2  The assessment was completed for all five provinces of the original project proposal prior to the decision to split the 

project into two projects. 
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5. Each PPMU, and the appointment of its Director, has been established through the formal 
decisions of the respective PPC. Each PPMU has established organizational structure (shown in 
each FMA questionnaire), including finance and administration, and aside from relatively minor 
risks (Table 1), all the entities have a sound organizational and staffing basis from which to be 
able to manage the financial and administrative arrangements for the project. 

6. The summary of risk events by province and the overall risks is highlighted in Table 1 
along with mitigating actions in Table 2. 

II. PROJECT DESCRIPTION 

7. The project will support the acceleration of inclusive socioeconomic development of Binh 
Dinh and Quang Nam Provinces. The project is aligned with the National Target Program on New 
Rural Development for 2016–2020 and the Master Plan on Socioeconomic Development of 
Central Coastal Provinces through 2020. 

8. The project investment targets districts with the highest proportion of ethnic minorities 
beneficiaries. These are mostly remote districts which have very low population density, meaning 
that most local inhabitants face extended travel times to access services and markets compared 
with high density areas where schools and health clinics are able to be provided closer. The 
impact of the project will be increased economic opportunities and service delivery for ethnic 
minorities communities with the project outcome being service delivery and economic 
opportunities in the central coastal provinces increased. 

9. The project financing and execution will be devolved to the provincial administration 
through a range of on-lending arrangements based on the assessed financial strength of each 
province under the provision of Decree No. 97/2017/ND-CP (30 June 2018). On 17 December 
2018, MOF indicated that: (i) on-lending of 70% of loan amount ($29.0 million) or $20.3 million 
will be lent at cost to Quang Nam with 50% or $14.5 million for Binh Dinh.3 

10. The project is aligned with the expected impact: inclusive socioeconomic development of 
the selected provinces accelerated. To contribute to this impact statement, the project’s outcome 
is social and economic status and inclusiveness of ethnic minorities communities improved which 
will be achieved through the following outputs: 

11. Output 1: Climate-resilient transport infrastructure improved. The project will 
upgrade seven roads totaling about 121.8 kilometers (km) in seven project districts, with design 
standards which include climate resilience. 4  The upgraded transport links will enhance the 
integration of remote rural production sites with markets and processing facilities, including 
improving the freight movement of acacia and high value crops, thereby improving connectivity 
and mobility of EMCs. The enhanced transport network will also reduce travel time for road users 
and improve access to health, education, and market services, especially for women who suffer 
from time poverty. 

12. Output 2: Climate-resilient water resource infrastructure improved. This output will 
(i) construct RDWS to provide water to about 18,600 people through 115 km of piped networks in 
An Lao district in BDP; (ii) upgrade an existing reservoir to support 117 hectares of irrigation 
command area with a more reliable and efficient water supply in Phuoc Son district in QNP; and 

 
3  This is subject to review under ongoing policy reform relating to the use of official development assistance financing. 
4  The seven project districts are An Lao, Hoai Nhon, Van Canh, and Vinh Thanh districts in BDP; and Bac Tra My, 

Nam Giang, and Nam Tra My districts in QNP. 
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(iii) construct cultural tourism infrastructure, including one river defense (3.6 km of embankment), 
visitor car parking, and solid waste collection in Tay Giang district in QNP, with a total population 
of 17,700 including 94% from EMCs. Activities under this output will benefit about 36,300 people 
improve the health of communities by reducing the risk of waterborne diseases and will 
particularly benefit women by reducing the time they spend in water collection. 

13. Output 3: Data systems for climate risk management updated. This output will provide 
improved access to reliable weather and climate data in a timely and cost-effective manner. These 
data will help strengthen early warning systems, improve disaster response, and inform a wide 
range of decisions, including those related to the design of climate resilient infrastructure.5 High-
level online technology will be introduced to improve the capacity of the provincial governments 
to manage, collect, archive, and share data through client interfaces. 

14. The preparation of project follows a sector-project approach where a selected 
representative subproject within each output is used to establish feasibility of proposed 
investments along with project due diligence undertaken by the TRTA and ADB staff.  

III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

15. This project aligns with the ADB’s CPS 2016–2020 for Viet Nam in terms of improving 
physical connectivity (Pillar 1), enhancing livelihood opportunities for remote and rural people, 
with particular emphasis will be placed on working with provincial governments to upgrade and 
maintain rural productive assets, such as those for irrigation and rural water supply (Pillar 2). 
Additionally, one of ADB’s priorities is to directly support innovation and adoption of advanced 
technology through its operations.  

16. The CPS also highlighted the need to improve country systems, including improving public 
expenditures efficiency, enhancing transparency and budget system reliability under Strategic 
Pillar 1.6 Assistance will focus on improving medium-term expenditure planning, strengthening 
the quality of public asset management, and strengthening the capacity of the National Assembly 
to provide oversight of the national budget process. In addition, ADB will help strengthen 
decentralization by equipping local governments with adequate technical expertise and capacity 
support to meet their increasing fiscal responsibilities, particularly in debt management and 
coordination. 

17. ADB prioritizes continued improvements in implementation performance and emphasizes 
improved project startup for all new operations. Under the CPS Section IV.B Implementation 
Priorities: “risks for all projects will be minimized by ensuring that project readiness and 
deliverability criteria are met.” 

18. The TRTA’s FMA supports the CPS analysis. In particular, the FMA has identified areas 
where improved financial management performance could support improved implementation, 
especially where financial management readiness actions are taken so that the financial 
management performance may be improved from the start of the project.  

 
5 The extent and type of investment will vary between the two project provinces, with consideration of the ongoing 

investments in QNP financed by the World Bank under the Dam Rehabilitation and Safety Project and by ADB under 
the Urban Environment and Climate Change Adaptation Project, which is developing and implementing a flood 
forecasting and warning system for Hoi An and Vu Gia-Thu Bon river basin. 

6  ADB. 2016. Country Partnership Strategy: Viet Nam, 2016–2020—Fostering More Inclusive and Environmentally 
Sustainable Growth. Manila.  
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IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 

A. Overview 

19. The assessment highlighted some key areas of strengths and weaknesses: 

(i) There is a clear, well-established, and consistent financial management function 
at each PPMU with an adequate number of longstanding, qualified, and 
experienced financial management staff, who are permanent government staff. 
These staff manage the entity operating costs, the assigned government projects 
(funded by each province, and with a relatively high amount of government 
funding), and official development assistance (ODA) projects (with ODA and 
counterpart funding).  

(ii) The PPMUs’ organizational structures (including finance and accounting) are clear 
and reasonably consistent with adequate segregation of duties for the proposed 
project.  

(iii) Both PPMUs have prior experience with ODA projects, including ADB-funded 
projects. This assessment also considered each PPMU’s prior ODA experience 
and lessons learned in drawing conclusion about capacity and identifying financial 
management risks relevant to each PPMU. Quang Nam PPMU is relatively more 
experienced with the ADB’s financial management requirements and latest 
disbursement procedures as it is managing an active ADB-funded project. 

(iv) The PPMUs implement sound internal controls in most areas, which together with 
external audits, state audit, government inspections and PPCs’ regular audits 
and/or reviews, compensate for having no formal internal audit units within the 
PPMUs. 

(v) Both PPMUs utilize the same accounting software (SmartBooks) and are 
experienced in its use for ODA projects, even though there are some limitations in 
terms of linking with the physical progress and integrating with other management 
software.  

20. The findings and conclusions regarding personnel and capacity, accounting policies and 
procedures, internal control, financial reporting, and audit are detailed in the next section. 

B. Financial Management Systems 

21. Organizational structures. Both PPMUs were created through official decisions and 
managed by the respective PPCs. Each PPMU has its own Director appointed by the PPC and 
operates independently from the PPCs’ various departments and divisions, with its own allocated 
budget (from the PPC), project portfolio, and full-time government staff. The Quang Nam PPMU 
was established in December 2015 while the Binh Dinh PPMU was established in September 
2016. Each province, through the proposed PPMUs, will be responsible for managing all financing 
for the project’s subprojects within that province, based on the on-lending agreements. The 
Directors and Deputy Directors of both PPMUs are experience in project management, with good 
tone at the top, and sound understanding of financial management functions in project 
implementation. Binh Dinh and Quang Nam PPMUs have 41 and 61 staff, respectively, who are 
mostly full-time government employees with at least 2 years of experience with the PPMUs. The 
clear organizational structure, along with the well-established systems and procedures, within 
each PPMU show adequate segregation of duties among functions to ensure effective 
implementation, especially in monitoring and oversight.  
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22. Official development assistance experience. Other than managing numerous 
government funded projects, both PPMUs have ODA experience as implementing agencies 
(including for ADB and non-ADB funded projects): 

(i) Binh Dinh PPMU manages the ADB’s Integrated Rural Development Sector 
Project in the Central Provinces – Additional Financing (coordinated and/or 
consolidated at the central level) closing in June 2020, two ongoing World Bank 
projects ending in 2020 and 2021 (one coordinated and/or consolidated at the 
central level and one recently-started consolidated and/or coordinated by the Binh 
Dinh PPMU), and one other ongoing Agence Française de Développement funded 
project ended in early 2020. Even though Binh Dinh PPMU has implemented 
certain project components, which provides its staff with ODA experience in other 
implementation areas, the PPMU staff has not had direct exposure with ADB’s (or 
other multilateral development banks’) financial management requirements, or 
disbursement procedures due to the reporting centralization at the respective 
projects’ central project management units in the past.   

(ii) Quang Nam PPMU is currently managing one ongoing ADB project (Urban 
Environment and Climate Change Adaptation Project, Hoi An city component) as 
its implementing agency from 2017 to 2022, one ongoing World Bank project 
coordinated and/or consolidated at the central level) and one KfW project 
Improvement of City Environment, both are closing in 2020. As such, the PPMU is 
familiar with ADB’s Client Portal for Disbursements (CPD), Loan Disbursement 
Handbook (LDH), and reporting and auditing requirements following the legal 
agreements. Quang Nam PPMU has managed an advance account for ADB’s 
project with slow account turnover rate due to slow budget approval and funding 
allocation by the PPC upon transferring the project’s implementing agency function 
to the PPMU but the issue has been resolved in 2020.  

23. Financial Management personnel and capacity. Financial management staff in both 
PPMUs collectively have concrete qualifications and sound experience in project management, 
including ODA projects, due to the PPMUs’ project implementation history. In Binh Dinh PPMU, 
the chief accountant and five finance and accounting staff all have at least 5 years of experience, 
some have over 10 years (including with other PPMUs) with university degrees in accounting or 
finance. In Quang Nam PPMU, the chief accountant and five staff accountants have 8–20 years 
of experience, most have more than 10 years (including with other PPMUs) with university 
degrees, at the minimum, in accounting or finance, and one has a master’s degree in finance and 
banking. Each PPMUs committed to assign at least four qualified financial management staff, 
including the chief accountant to the project, and all have flexibility to allocate more staff 
throughout implementation based on the level of project’s activities. Considering most other ODA 
projects managed by the PPMUs were ending in 2020 or 2021, the current level of financial 
management staffing is adequate to also cover the project going forward. Quang Nam PPMU also 
planned to assign the same disbursement accountant and withdrawal applications’ signatories of 
the ongoing ADB project to the project to ensure consistent application of ADB’s disbursement 
procedures.  

(i) Job descriptions. All PPMUs reported that the staff job descriptions were broad; 
given that most financial management staff are quite longstanding, the tasks have 
become well known over time. 

(ii) English language capacity. There are some language limitations, especially in 
reference to the completion the withdrawal applications, advance account 
procedures, including statement of expenditures (SOEs), etc. 
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(iii) Trainings. There have been some trainings conducted by the government and by 
ADB and World Bank, but these have been quite infrequent. The trainings for ODA 
projects have been focused on disbursements. Financial management and 
disbursement trainings7 for PPMU financial management staff for the project, to be 
provided prior to the project startup, and again during project implementation, in 
order for the financial management systems and procedures may be implemented 
by PPMU financial management staff successfully. The training on disbursements 
and CPD to also support the PPMUs in managing the English language 
requirements related to disbursements. 

24. To leverage on the existing sound PPMU structures with the current qualifications and 
experience of the financial management staff, to improve the capacity in managing ODA projects, 
the following should be done for the project: 

(i) Allocation of qualified finance and accounting staff to the project. At least 
four qualified accounting staff for this project (including one chief accountant, one 
disbursement accountant, and two general accounting staff) from each PPMU, 
who could also concurrently support other projects, with close oversight by PPMU 
management. These staff should be encouraged by the PPMU management to 
improve their technical English skills to better support this project and other ODA 
projects.  

(ii) Capacity building. Trainings should be provided for financial management staff 
in all PPMUs on ADB’s disbursement procedures, CPD, and financial management 
requirements. Additionally, the accounting staff should be regularly updated on 
accounting standards changes and trained on ODA management regulations 
throughout project implementation.  

25. Accounting policies and procedures. There are some key government regulations 
applicable to the project’s accounting policies and procedures as follows: 

(i) Circular 195/2012/TT/BTC. Chapter 2 relates to public sector investments 
(including ODA projects) and includes the accounting and financial reporting 
arrangements including describing the detailed double entry accounting 
transactions/entries on an accrual basis. This decision was replaced by Circular 
79/2019/TT/BTC starting 1 January 2020. 

(ii) Circular 45/2018/TT/BTC relates to the management of fixed assets, including 
defining “fixed assets” that need to be included under these inventory management 
procedures and laying out the detailed inventory management procedures. 

(iii) Circular 08/2016/TT-BTC - general instructions for using government fund; and 
Circular 111/2016/TT-BTC - general instructions for using ODA fund. 

(iv) Regarding financial reporting: Circular 85/2017/TT-BTC – annual reporting for 
government fund only; Circular 79/2019/TT-BTC - annual reporting for ODA 
projects; Circular 09/2016/TT-BTC - project completion report. 

26. Following ADB’s requirements, both PPMUs understand the need to separately maintain 
the project’s accounts for all project’s funding. The PPMUs are committed to adhere to this 
requirement, similarly to what they have done for other ODA-funded projects under their 
implementation. The basis of accounting and financial reporting in accordance with Vietnamese 

 
7  Initial disbursement training shall encompass the training on ADB’s CPD.  
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Circular 79/2019/TT-BTC (as updated from time to time by MOF – cash basis for recognizing 
receipts and accrual basis for recognizing expenditures. This is considered in line with the ODA 
projects operating within the public sector, through non-revenue earning “entities”. This 
recognizes the accepted Vietnamese country systems, and all ODA projects should align their 
accounting and financial reporting with the country systems, even if there may be specific 
instances where there is a need to adapt. The financial accounts and cash are regularly reconciled 
(at least monthly) and all variances are investigated and resolved at the appropriate level. This 
practice is appropriate for the project’s scope.  

27. Budgeting. Both PPMUs follow the government’s budgeting and allocation process and 
have not had any significant issues with the budgets in the past. Meanwhile, Quang Nam PPMU 
has experienced slow disbursement for the ongoing ADB project upon taking over the 
implementing agency function from a different PPMU. Overall, both Quang Nam and Binh Dinh 
PPMUs stated that funding approval and allocation from the PPCs to the PPMUs for past projects 
had been fast and efficient. Budgets and funding allocations are updated and any overbudgeted 
expenditures must be approved at the appropriate level(s), depending on the types and amounts. 
Both PPMUs do not track contract commitments (i.e., the amounts committed under contracts but 
not yet paid, under cash basis, or amounts committed under contracts but work not yet completed 
under accrual basis) in their financial reports as part of the budget monitoring process. 
Additionally, the budgets are not tracked in the accounting software, which could affect the 
timeliness and accuracy of the project’s monitoring and budget versus actual expenditures 
tracking. Even though the PPMUs have manual procedures to compare and track the budget at 
least monthly, this should be done more frequently and automated to ensure the project’s funding 
needs and any potential shortages could be identified and addressed in advance.  

28. Internal control. The PPMUs all have generally strong internal controls, with clear 
separation of duties and good tone at the top with a few identified exceptions as follows. These 
issues were considered during the risk assessments in Table 1 and action plan in Table 2.   

(i) The financial reporting for ODA projects is focused on donor requirements, rather 
than on regular reporting for internal project management.  

(ii) Actual financial performance versus budget is not regularly and consistently 
reported. 

(iii) There is no formal system for managing foreign exchange risks related to the 
currency of the financing. 

(iv) The ODA projects’ financial management manuals (FMMs) are not 
comprehensive. The TRTA drafted the project’s FMM to enhance consistency 
during implementation. The PPMUs still need to review, update, and agree on the 
FMM prior to loan effectiveness. Additional procedures should be in place to 
ensure staff’s understanding and adherence to the final FMM.  

(v) Procedures for payment of land compensation vary from province to province. 
Overall, there are risks related to the transfer and payment of large amounts of 
cash. The project’s FMM will advise on procedures to be followed that will timely, 
and more consistently, manage the cash handling risks associated with the 
payment of land compensation. The failure to compete compensation prior to 
works startup has become common practice under ADB projects despite ADB 
policy and is creating legal issues and delays in other rural infrastructure projects. 

(vi) There is not a standard records management system for providing a clear and 
consistent audit trail, and “PAID” stamping of documents is not applied 
consistently. 

(vii) Fixed asset inventory controls are not applied consistently. 
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(viii) There is no formal system for management of conflicts of interest, as a basis for 
being able to report related party transaction (or being to state that there are none). 
There is no formal system for reporting fraud and corruption. The FMM will advise 
on procedures for capturing and managing conflicts of interest, and the reporting 
of fraud, related party transactions in the annual audited financial statement, as 
part of standard public disclosure requirements. 

(ix) External audit observations from current and past ODA projects have noted cases 
of inaccurate reporting and ineligible expenses resulted from State Audit’s findings 
– relatively minor, but this demonstrates that oversight is needed, especially where 
the ODA projects experience for as number of the provinces is quite limited. 

29. Accounting software, information system. To record all accounting transactions, both 
PPMUs use an off-the-self accounting software (SmartBooks) with separately customized 
features fitting each PPMUs’ needs. This system was adopted by previous PPMUs and then taken 
up by the current PPMUs in 2015 and 2016 in Quang Nam and Binh Dinh, respectively, for 
bookkeeping for all PPMUs’ projects. The software is based on double entry bookkeeping, largely 
accrual based with established charts of accounts following Circular 195/2012/TT-BTC (until 31 
December 2019) and Circular 79/2019/TT-BTC (since 1 January 2020) in accordance with the 
latest MOF’s regulations. The software is updated for such regulatory changes by the software 
providers, as necessary. Thus, the PPMUs’ staff are familiar with the system, which could track 
all transactions by funding sources and has been adequate for monitoring various projects without 
any issues.  

30. The same software used is also advantageous in enhancing reporting consistency 
between the two implementing agencies of this project. The system’s data is backed up on hard 
drives in Binh Dinh PPMU (weekly) and Quang Nam PPMU (regularly). The Quang Nam PPMU’s 
data is also transferred monthly to the PPC’s server (to the Department of Information and 
Communication). The systems can generate certain accounting reports at any time for monitoring 
and reporting purposes, with some limitations mentioned in the financial reporting section below. 
Additionally, this software is standalone, so it is not integrated with other functions such as 
contracts management, physical progress tracking, budget monitoring, etc. which are mostly 
maintained in Excel by other departments. The lack of integration, coupled with Excel usage, 
exposes the risks of data errors, lagged information updates, and subsequently, inaccurate 
accounting and reporting.  

31. Financial reporting. Due to the projects being implemented separately by the two PPMUs 
with different internal controls in a devolved approach, there will be separate financial reporting 
mechanism for each province following Viet Nam’s fiscal year end of 31 December. The PPMUs 
use a combination of the accounting software and Excel to produce the accounting reports due 
to some limitations within the current software. These software limitations have an adverse effect 
on ensuring accuracy and/or consistency of full reporting and also compromise the ability to easily 
report on a regular (monthly) basis for project management purposes, rather than just meeting 
the donor or government’s formal reporting requirements. The PPMUs understand ADB’s 
requirements for fully inclusive annual project financial statements and all funding sources being 
properly segregated on such financial statements for each period and cumulatively. To mitigate 
the identified risks related to the software limitation: 

(i) There should be standardized financial reporting templates for the project, based 
on project management reporting requirements and in line with Circular 
79/2019/TT-BTC with additional statements following ADB’s requirements. The 
reporting templates must capture sufficient management information, to provide 
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useful financial information to project management and enable better monitoring 
by ADB. This should include reporting by activity, even if certain reports only 
require a less-detailed summary. Statement of loan withdrawals, comparison of 
budget and actual should be included. The templates must include reports by 
output and by expenditure category. 

(ii) The required reports should be customized within the accounting software as much 
as possible. Customization of automated reports will allow for quicker production 
of reports – effectively real-time, being produced at any time based on transactions 
entered to date. Ideally, for project management purposes, monthly financial 
reporting is recommended.  

(iii) Project’s overall accounting and reporting will be in VND. In addition, the reporting 
and other management for the advance account will be in $, and the category 
allocations will also be tracked in the currency of the financing.  

(iv) In the past, ODA projects (covering multiple provinces) have largely been 
coordinated at the central level, including the monitoring and oversight functions. 
The financial management and disbursement functions of the project will be 
devolved to each province so it will be important to ensure consistent 
implementation arrangement across provinces through comprehensive project 
financial management system designs with regular monitoring and reporting 
mechanisms. Review of financial reports, to monitor cash flows, expenditure 
progress versus budgets, and for contracts’ management should be a basis for 
early identifying and addressing issues. 

32. Internal audit. The PPMUs and PPCs do not have any formal internal audit structure. 
However, strong internal controls, together with external audits, state audit and PPC audits and/or 
reviews compensate lack of internal audit function. 

33. External audit. The PPMUs and PPCs are not subject to annual audit requirements for 
the entity’s financial statements following the Vietnamese audit law. However, annual external 
audits for individual ODA projects have all been undertaken by private audit firms following the 
donors’ requirements. The assessment also reviewed the audit reports for the limited number of 
ODA projects which showed: 

(i) Binh Dinh PPMU. For the existing ADB and World Bank projects’ external audit 
reports for FY 2017 (audits coordinated at central level), there were a few minor 
observations only (now implemented). The World Bank’s first external audit report 
(to end of 2018 with only counterpart funding to date) noted the non-taking up of 
D13 million ($550) of expenses and incorrect classification of expenses of D206 
million ($9,000). The State Audit Office’s audit of the existing ADB project (from 
the start up to November 2018) noted that there were some ineligible expenses of 
D11million ($500), due to a change in government regulations. The audited project 
financial statements (APFS) do not adequately report the budget versus actual 
performance (and therefore there is no accurate management of variances), and 
overall do not provide comprehensive information on expenditures. 

(ii) Quang Nam PPMU. The external audit report for FY2018 for the World Bank 
project (audit coordinated at the central level) contained no management 
observations related to Quang Nam Province. The timely submission of the 
FY2018 APFS prepared by Quang Nam PPMU for ADB’s ongoing project showed 
unqualified audit opinion and was accepted by ADB without any major 
management letter findings. FY2019 APFS is not yet due as of this assessment.  
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34. Based on the above observations, there are no significant issues or weaknesses in terms 
of external audit functions or internal controls of the PPMUs. The PPMUs are somewhat familiar 
with the audit requirements by externally funded donors. There will be separate annual 
independent audit reports, one per province. Quang Nam PPMU is more familiar with the process 
of auditor’s selection than Binh Dinh PPMU. The cost of the annual audits will be met by 
counterpart fund from each respective province following the cost estimates and the latest 
government’s guidance. Generally, the government’s ceiling rate for audit services (if counterpart 
funding is used for this purpose) is lower than when paid from ADB funding, which could pose a 
risks of lower audit quality and not meeting ADB’s requirements. This could be mitigated with a 
well-defined and standardized audit terms of reference. The audits should also be undertaken by 
a private audit firm acceptable to ADB.  

35. Project financial management readiness. In line with the ADB’s CPS and the 
assessment of the PPMUs’ experience, the project readiness is important in ensuring a successful 
project implementation for the project. The PPMUs should have the required systems in place, 
and the capacity to implement those systems, from the start of the project. The project readiness 
activities will be carried out following the actions highlighted in Table 2 which are due prior to loan 
signing or effectiveness date. Other than allocation of qualified staff and necessary trainings to 
staff, there should be a comprehensive FMM for the project that will cover all financial 
management aspects, including policies, internal controls (including clear lines of authority and 
levels of delegation), funding and disbursements, accounting, reporting, financial monitoring and 
audit, to be applied consistently across the project. The FMM developed by the TRTA as part of 
project readiness, may be updated and agreed on at the start of the project by the PPMUs, in 
consultation with ADB staff where necessary.  

C. Disbursement Arrangements 

36. The project’s disbursement arrangements are proposed to complement the devolved 
project structure and ensure smooth implementation considering the level and types of project 
transactions. Fund flows to communities and beneficiary contributions are not expected to arise 
so no such provision will be included. 

(i) One advance account per province for ordinary capital resources loan (in $), to 
receive advance and replenishment directly from ADB in accordance with ADB’s 
LDH (2017, as amended from time to time).  

(ii) The advance accounts will be established at commercial banks nominated by each 
PPMU and acceptable to ADB. 

(iii) The total outstanding advance to the advance accounts should not exceed the 
estimate of ADB’s share of expenditures to be paid through the respective advance 
account for the forthcoming 6 months. The PPMUs may request for initial and 
additional advances to the advance accounts based on an estimate of expenditure 
sheet setting out the estimated expenditures to be financed through the accounts 
for the forthcoming 6 months. The initial advance account ceilings, and the 
minimum value per withdrawal application will be set in accordance with ADB’s 
LDH (2017, as amended from time to time), based on the disbursement profile for 
ADB funds, to be prepared prior to project start up, taking account of amounts to 
be paid through direct payments. Individual payments below this amount should 
be paid through reimbursement, or advance fund procedure, unless otherwise 
accepted by ADB.  

(iv) The SOE procedure could be used for items up to a ceiling of $100,000 equivalent 
per individual payment, which is considered appropriate for the level of project’s 
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proposed activities. All supporting documents and records for the expenditures 
claimed under the SOE should be maintained and made readily available for 
review by ADB's disbursement and review missions, upon ADB's request for 
submission of supporting documents on a sampling basis, and for independent 
audit. Quang Nam PPMU has experience with SOE procedures (same ceiling) 
while Binh Dinh PPMU does not.   

(v) Before the submission of the first withdrawal application, the borrower should 
submit to ADB sufficient evidence of the authority of the persons who will sign the 
withdrawal applications on behalf of each PPMU, together with the authenticated 
specimen signatures of each authorized person. The minimum value per 
withdrawal application is set in accordance with ADB’s LDH (2017, as amended 
from time to time). Individual payments below this amount should be paid (i) by the 
respective PPMU and subsequently claimed to ADB through reimbursement, or (ii) 
through the advance account procedure, unless otherwise accepted by ADB.  

(vi) No bank accounts and/or funding will be managed at district level i.e., no sub-
accounts will be established; all funding will be managed at provincial level in line 
with the government procedures and as per the provisions in the project 
administration manual. 

37. See Figure 1 below for the fund flow diagram, covering advance account, direct payment 
and reimbursement for ADB financing, and government fund flows. Risks involved, for example 
advance account replenishments not made timely, leading to a shortage of available funds, are 
managed by each PPMU. 

38. Fund flow arrangements are acceptable to ADB and the government, based on the overall 
financial management arrangements. Counterpart funding will be the sole responsibility of each 
PPMU in conjunction with the respective PPCs and has to be well planned such that counterpart 
funds are available when required. The risk of delays in release of counterpart funds may be 
mitigated through improved planning on counterpart funds requirements, based on a counterpart 
funds disbursement profile being established as part of project readiness, in order that required 
funds are made available timely. 
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Figure 1: Fund Flow Diagram 

 
ADB = Asian Development Bank, OCR = ordinary capital resources, PPMU = professional project management unit. 
Notes to figure 
(1) Submission of claims 
(2) Endorsement of claims payable 
(3) Payment of claims from counterpart funds 
(4) Payment of eligible claims from advance account for disbursement of loan proceeds only  
(5) Submission of withdrawal applications for Advance, Liquidation/Replenishment and Direct Payment 
(6) Endorsement of withdrawal applications for Advance, Liquidation/Replenishment and Direct Payment 
(7) Deposit of Advance and Replenishments to advance accounts 
(8) Direct payments of eligible claims for ADB-financed items 
Source: Asian Development Bank. 
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V. RISK DESCRIPTION AND RATING 

39. Based on the assessment, the overall pre-mitigation financial management risk is 
assessed as Moderate. Most of the project’s financial management risks can be substantially 
reduced to Low through the key mitigation measures outlined in Table 1 below.  

Table 1: Financial Management, Internal Control, Risk Assessment  
and Risk Management Plan 

 
Risk Description Impact Likelihood Risk 

Assessment 
Mitigation Measures or 
Risk Management Plan 

Inherent Risk 
1.1 Country specific – the 
country partnership strategy 
2016–2020 highlights the 
need to improve public 
expenditures efficiency, 
enhancing transparency 
and budget system 
reliability, and improve 
project performance through 
improving project readiness. 

High Unlikely Substantial ADB and various multilateral 
development banks have 
provided support to the 
Government of Viet Nam to 
improve the medium-term 
expenditure planning, 
strengthening the quality of 
public asset management, 
and strengthening the 
capacity of the National 
Assembly to provide 
oversight of the national 
budget process, which has 
improved since 2016.  
 
ADB have helped strengthen 
decentralization by 
equipping local governments 
with adequate technical 
expertise and capacity 
support to meet their 
increasing fiscal 
responsibilities, particularly 
in debt management and 
coordination.  
 
Financial management 
systems and procedures 
improved to better support 
project implementation, 
partly through readiness 
activities carried out under 
the TRTA. 

Overall Inherent Risk   Substantial  
Project Risk     
1.1 Funds Flow – there is 
unclear management of 
counterpart funds between 
provincial and district levels 
(re land compensation). 

Low Unlikely Low Clarify risk management 
procedures within the 
comprehensive FM Manual, 
developed by the TRTA as 
part project readiness. 
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1.2 Funds flow – delays in 
allocation and release of 
counterpart funds. 

High Likely High The PPCs through their 
Departments of Finance and 
Departments of Planning 
and Investments to allocate 
sufficient annual budget for 
the project along its 
approved implementation 
schedule, following the 2015 
State Budget Law and 2019 
Public Investment Law. The 
PPCs have also showed 
commitment to providing the 
necessary funding for this 
project during fact-finding 
mission. 
 
Improved planning on 
budget and funding 
requirements; counterpart 
funds disbursement profile 
established as part of project 
readiness, in order that 
required funds are made 
available at the right time. 

2.1 Staffing – limited 
experience with ADB 
procedures and financial 
management requirements 
for official development 
assistance projects in 
general. 

Moderate Likely Moderate Partly mitigated already, 
given the overall accounting 
background and experience 
of the PPMU staff.  
 
The requirements are 
highlighted in the ADB’s 
Loan Disbursement 
Handbook (2017), which is 
available in Vietnamese, and 
the project administration 
manual. 
 
As part of project readiness, 
a comprehensive FMM  and 
a project financial 
management job description 
will be developed by the 
TRTA for the PPMUs’ 
financial management staff. 
 
Trainings on ADB’s 
procedures and 
requirements will be 
provided to identified 
project’s financial 
management staff at 
project’s startup. 
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3.1 Financial management 
policies and procedures – 
lack of a complete and 
comprehensive project FMM 
causing potential 
inconsistency within the 
project. 

Moderate Likely Moderate As part of project readiness, 
a comprehensive FMM will 
be established and agreed 
between the PPMUs to 
ensure buy-ins prior to 
project implementation. 

3.2 Financial management 
policies and procedures – 
foreign exchange risk with 
the financing currency ($) 
different to the budgeting 
and reporting currency (D). 

Low Unlikely Low The comprehensive FMM 
will include procedures for 
monitoring foreign exchange 
risks, so that action may be 
taken at an early stage. 

3.3 Financial management 
policies and procedures - 
inadequate audit trail 
(document management 
and retention) and 
documents are not stamped 
“PAID”. 

Low Unlikely Low The comprehensive FMM 
will include procedures to 
describe the audit trail 
requirements and 
requirements for “PAID” 
stamping. 

3.4 Financial management 
policies and procedures - 
fixed assets are not labeled; 
also, unclear and 
inconsistent procedures for 
defining fixed assets that 
are to be captured within the 
inventory management 
system. 

Low Unlikely Low The comprehensive FMM 
will include procedures for 
fixed assets inventory 
management. 
Following the government’s 
regulations on official 
development assistance 
management and circular on 
fixed assets management.  
The number of fixed assets 
is small within both PPMUs. 

3.5 Financial management 
policies and procedures – 
inadequate back up of 
accounting data (currently 
only done weekly and 
monthly for certain 
information). 

Low Unlikely Low The comprehensive FMM 
will include procedures for 
back up of accounting data. 

4.1 Reporting and 
monitoring – inadequate 
financial reporting for project 
management purposes 
(frequency and content) and 
budget monitoring, by 
activity to support the 
tracking of physical 
progress, considering 
contract commitments. 
Budget management is not 
integrated within the 
accounting system to timely 
monitor and update budget 
versus actual expenditures. 

Moderate Likely Moderate The comprehensive FMM 
will advise on frequency and 
content for financial 
reporting for project 
management purposes. 
 
The PPMUs also have a 
manual process in place to 
reconcile budget with 
accounting information on a 
periodic basis. 
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4.2 Reporting and 
monitoring – procurement 
conflicts of interest and 
related party transactions 
are not captured and 
reported. 

Substantial Unlikely Moderate The comprehensive FMM 
will include procedures for 
capturing conflicts of 
interest, and the reporting of 
related party transactions in 
the audited annual financial 
statements’ notes. 
Transactions following the 
ADB’s procurement process 
will follow ADB’s 
requirements. 

4.3 Reporting and 
monitoring – there is no 
formal system for reporting 
fraud and corruption. 

Moderate Unlikely Moderate The comprehensive FMM 
will include procedures for 
reporting fraud and 
corruption. 
The PPMUs will also have to 
follow the ADB’s 
anticorruption policies.  

4.4 Reporting and 
monitoring - audit 
observations regarding 
ineligible expenses findings 
by State Audit or inaccurate 
reporting. 

Low Unlikely Low In line with 3.2, this requires 
oversight and/or monitoring 
to ensure that audit 
observations are addressed. 
Can be monitored through 
annual audited financial 
statements and auditor’s 
findings in the management 
letters. 

4.5 Reporting and 
monitoring - inconsistent 
presentation of annual 
financial statements (basis 
and form and/or content). 

Low Unlikely Low The financial reports must 
follow Circular 79/2019/TT-
BTC with a few more 
statements meeting ADB’s 
requirements so they will be 
somewhat consistent.  
The comprehensive FMM 
will include the templates for 
the annual project financial 
statements. 

5.1 External Audit - audit 
reports not timely or not 
acceptable to ADB due to 
counterpart funding used 
instead of ADB’s. 

Moderate Likely Moderate The annual project audits 
must be done by an auditor 
acceptable to ADB and 
follows the standard audit 
terms of reference included 
in the project administration 
manual. 

Overall Project Risk   Moderate  
Overall (Combined) Risk   Moderate  

ADB = Asian Development Bank, FMM = financial management manual, PPC = Provincial People's Committee, PPMU 
= professional project management unit, TRTA = transaction technical assistance. 
Source: Asian Development Bank. 
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VI. PROPOSED TIME-BOUND ACTION PLAN 

40. To mitigate or monitor the key financial management risks, the executing and 
implementing agencies agreed on the time-bound action plan as outlined in Table 2 below.  

41. Monitoring and oversight of these actions will be built into ADB’s regular missions, 
monitoring and reporting requirements. 

Table 2: Proposed Time-bound Action Plan 
Weakness Mitigation Action Responsibility Timeframe 

1. Financial management 
policies and procedures. Lack 
of a comprehensive project FMM 
causing potential inconsistency 
within the project.  

• Activity-based Financial 
Management Information 
System and project 
management reporting to 
track physical progress 

• Contracts contract 
commitments monitoring 

• Budget not integrated within 
the accounting system to 
timely monitor and update 
budget versus actual 
expenditures 

• Foreign exchange risk 
management 

• Land compensation 
payments  

• Data back up 
• Reporting of procurement 

conflicts of interest and 
related party transactions 
 

As part of project readiness: 
 
(i) Prepare draft of a 
comprehensive FMM  
 
 
 
(ii) Finalize a standardized and 
comprehensive FMM  
During implementation: 
 
(iii) Update the FMM, if 
necessary, for the latest 
regulations to fit the project’s 
needs 

 
 
(i) Transaction 
technical 
assistance 
 
 
(ii) PPMUs  
 
 
 
(iii) PPMUs 
 
 

 

 
 
(i) During project 
processing 
 
(ii) Before loan and 
grant signing  
 
(iii) Once a year 
during project 
implementation 
 

2. Staffing. Not enough qualified 
PPMU financial management 
staff assigned to the project. 

Each PPMU to assign at least 
four qualified financial 
management staff, including 
one chief accountant, one 
disbursement accountant, and 
two general accounting staff to 
the project. 

PPMUs Before loan and/or 
grant effectiveness 
date 

 



18 

 
 

Weakness Mitigation Action Responsibility Timeframe 

3. Staffing. Limited knowledge 
and experience with ADB 
procedures and financial 
management requirements for 
official development assistance 
projects in general. 

(i) Financial management staff 
to participate in initial trainings 
on ADB’s financial 
management requirements, 
disbursement and/or Client 
Portal for Disbursements. 
 
(ii) PPMUs to disseminate the 
finalized FMM internally 
among financial management 
staff for the project’s use. 
 
(iii) Financial management 
staff to attend regular trainings 
by the government on updated 
accounting policies, o0fficial 
development assistance 
management regulations, etc.   

(i) PPMUs and 
ADB 
 
 
 
 
 
 
(ii) PPMUs 
 
 
 
 
 
(iii) PPMUs 
 

(i) Within 6 months 
from loan and/or grant 
effectiveness date 
 
 
 
 
(ii) Within 6 months 
from loan and/or grant 
effectiveness date 
 
 
(iii) During project 
implementation (when 
courses are offered 
by the government) 

4. Fund flows. Delays in 
availability of counterpart funds. 

The PPMUs to prepare a clear 
and detailed budget and 
disbursement targets in close 
coordination with the PPCs to 
ensure funding requirements 
are well planned, timely 
allocated, and properly 
adjusted when necessary.  

PPMUs and PPCs (i) Prior to loan and/or 
grant effectiveness 
date  

and 

(ii) at least annually 
during project 
implementation 

5. External audit. Project audits 
reports does not meet ADB’s 
requirements for timeliness, 
quality, or completeness.  

Engagement of external 
auditor acceptable to ADB, 
based on the ADB’s standard 
term of reference.  

PPMUs Within 6 months from 
loan and/or grant 
effectiveness date 

ADB = Asian Development Bank, FMM = financial management manual, PPC = Provincial People's Committee, PPMU 
= professional project management unit. 
Source: Asian Development Bank. 
 

VII. SUGGESTED FINANCIAL MANAGEMENT COVENANTS 

42. No specific financial management covenants are necessary other than the standard 
annual project audit requirement. 

VIII. CONCLUSION 

43. The proposed PPMUs have adequate financial capacity to implement this project and the 
financial management arrangements are considered satisfactory for the project, with mitigation 
measures that will substantially reduce the risks.  
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COMPLETED FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRES  
– BINH DINH PROFESSIONAL PROJECT MANAGEMENT UNIT 

 
Introductory Notes/Context:  
• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its FM requirements for a proposed project (CRIEM1).The FMAQ was completed 
through interviews and inspections of supporting documents as basis for the FMA report.  

• In the FMAQ, “the entity”(the agency) refers to the Professional Project Management Unit 
for Agricultural and Rural Development Projects (the Implementing Agency), as they have 
the assigned responsibility to manage the proposed project, including signing contracts and 
payments. The Binh Dinh Provincial People’s Committee (PPC) provides oversight for the 
PPMU but has no day-to-day role in project management.  

• The assessment below is based on the operations of the entity in terms of its management of 
externally financed projects as well as projects funded by the Government of Vietnam (GoV) – 
this is the sole role of the entity. The current projects managed by the entity are: 
o Agence Developpement Francaise (ADF) – operating in two provinces; to be completed early 

2020; irrigation sector; coordination/consolidation carried out by French Office in Hanoi 
(under MOF). 

o World Bank 8 – operating in 34 provinces; to be completed 2021; Repair and Safety for 
Dams; managed by PMU in Hanoi (Central Project Office, under MARD). 

o World Bank 5 – Emergency Flooding Disaster Reconstruction (EFDR) (2018-2020) operating 
in 5 provinces, and coordinated/consolidated by Binh Dinh PPMU. 

o ADB – Integrated Rural Development Sector Project in the Central Province, operating in six 
provinces; to be completed June 2020 (if one year extension approved); transport and 
irrigation; coordinated/consolidated in Hanoi by MARD – CRIEM1 is expected to be 
structured differently. 

o One other ADB project (aquaculture) is under preparation. 
o WB LRAMP project (14 provinces) managed by a different PPMU in Binh Dinh. 
o Discussions are ongoing regarding another WB project (irrigation), but not sure yet. 
o There are also around 50 (generally small) projects funded by Province level – around 100 

Billion VND, annual basis. 
• The entity also manages its own operating costs, including all PPMU staffing. 
• For CRIEM-1, all ODA funds are expected to be managed at the provincial level. For the 

government counterpart funds, it is possible that some funds will be managed and allocated at 
District level. 

• The FMAQ Interviews were carried out on 23 and 24 May 2019, at the PPMU office, attended 
by: (i) Ms. Nguyen Thi Thanh Que (thanhquebql@gmail.com; 0914462667; PPMU Chief 
Accountant); (ii) Ms. Hoang Ng Quynh Trang (hoangtrangbqlnn@gmail.com; 0905609885; 
Project Accountant; and (iii) Ms. Nguyen Thi Thanh Thuy (tranthanhthuy156@gmail.com, 
0973189149; Project Accountant. A wrap up was held on 27 May at the PPMU office, attended 
by the same representatives, plus the PPMU Deputy Director, Mr. Ho Nguyen Si 
(honguyensi@gmail.com; 0913622007) 

• The FMAQ was updated through interviews with the PPC and PMU during the ADB fact finding 
mission to Binh Dinh in June 2020.  

mailto:thanhquebql@gmail.com
mailto:hoangtrangbqlnn@gmail.com
mailto:tranthanhthuy156@gmail.com
mailto:honguyensi@gmail.com
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Topic Response Potential Risk Event 
 
1. Executing / Implementing Agency  

  

1.1  What is the entity’s legal status / registration?  Established by PPC as per 
their “Decision Document” no. 
3337 dated 22 Sept 2016; and 
no. 3379 of same date for the 
appointment of the PPMU 
Director 

 

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

GoV managed unit, through 
the PPC 

 

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

N/A  

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

Yes – see details in the 
introductory note section 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

For projects, report to the 
respective donor and the GoV 
supervisory agency, as per 
details in the introductory 
section;  
 
Overall the entity reports to 
PPC (DPI and to the line 
departments) 

 

1.6     Describe the regulatory or supervisory agency of 
the entity. 

PPC – provincial government  

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

Yes. For existing projects, the 
annual work plans and 
budgets are reviewed by 
Planning and Finance Depts 
for overall approval by PPC, 
who are independent from day 
to day management decisions, 
and there are no separate 
Steering Committees. 

 

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

PPMU Organization Chart 
attached at Annex 1. This 
structure and governance is 
appropriate for the needs of 
the proposed project. 

 

1.9   Does the entity have a Code of Ethics in place? The PPMU operates to a set of 
“Institutional Rules”, which 
includes a code of ethics. 

 

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

PPMU rules include 
disciplinary procedures, in line 
with GoV procedures; no 
history of serious violations; 
new staff are trained in the 
“Institutional Rules” 

 

 
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 details will be determined. 
The framework is that MOF will 
on-lend fixed amounts to each 
province, ADB Advance 
Accounts will operate at each 

Management issues 
for counterpart 
funding, if operated at 
both provincial and 
district levels. 
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the government, EA, IA, suppliers, contractors, 
ultimate beneficiaries, etc. as applicable.  

provincial level only, for each 
source of financing; 
counterpart funding will be 
managed only at provincial 
level, although land 
compensation has been 
managed at district level also. 

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?  

To be finalized, but currently-
planned arrangements are 
satisfactory. 

 

2.3     Are the disbursement methods appropriate? To be finalized. Advance and 
Direct Payment methods will 
be required; Reimbursement 
and Commitment methods 
may be appropriate. 

 

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

 

No serious issues re funding, 
accounting, reporting etc 
(never late in reporting – 
although PPMU mostly do not 
report directly to donor 
currently) 

 

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

To be finalized. For existing 
ADB project, Advance Account 
is at Bank of Investment and 
Development Vietnam (BIDV); 
other projects use other banks 
– based on relevant Ministry 
advice. Vietcom Bank is 
considered best by PPMU. 

 

2.6  Is the bank in which the Advance 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? 

To be finalized, but: 
 
YES 
 
Not experienced yet, but 
expected to be YES 
 
YES (PPMU have not 
experienced problems) 
 
YES (5th of following month) 

 

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

To be finalized. For existing 
ADB project, Direct Payments 
threshold is USD 200,000; 
Advance USD 1.2M 

 

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

PPMU – YES (See information 
at the beginning) 

 

2.9   Does the PIU have adequate administrative and 
accounting capacity to manage the advance 
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. 

PPMU has accounting staff 
with experience with existing 
ADB project (5 years), 
administer subaccounts only; 
plus over 3 years with WB 
projects (2 projects). 
 
Improved FM Manuals (and 
their use) and updated training 
is needed, but no other 
concerns. 
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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, for entity. For projects, the 
financing currency will mean 
inherent forex risks that have 
to be managed by the project, 
through the project FM 
systems 

Project forex risk is 
not managed. 

2.11 How are the counterpart funds accessed?  
 

To be finalized, and systems 
set up accordingly. PPMU 
submits plan for budget 
allocation to Planning and 
Finance in PPC. Bank 
accounts for projects are held 
at State Treasury. For land 
compensation, if districts have 
sufficient funds, they can use, 
otherwise the payments are 
managed by PPMU. 

Management issues 
for counterpart 
funding if operated at 
both PPMU and 
district level. 

2.12 How are payments made from the counterpart 
funds?  

 

PPMU make the payments 
from the respective bank 
account at the State Treasury, 
at the provincial level. Re land 
compensation payments – see 
2.11 

Management issues 
for land 
compensation 
payments. 

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

 

To be finalized. For existing 
ADB project, funds are paid to 
communities for monitoring, 
based on signed contracts and 
monitoring reports; PPMU 
Cashier goes to the district, 
pays and gets signatures. 
PPMU has the capacity to 
adapt systems based on 
requirements, which would be 
included in the FM Manual.  

Management issues if 
systems not well 
established and 
operated. 

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?  

To be finalized. For existing 
projects, communities only 
contribute time for training. If 
required, the systems would 
be developed and included in 
the FM Manual. 
 

Management issues if 
systems not well 
established and 
operated  

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

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

 

PPMU has Finance and 
Accounting Division (FAD) – 
Chief Accountant plus 5 
Accountants. 

 

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

Existing staff will be used as 
some projects will be closing, 
plus PPMU planning to recruit 
one more staff in FAD 

 

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.  

All 6current staff have at least 
5 years experience, some 
more than 10 years (including 
with other PPMUs); all have 
University academic 
qualifications in Accounting. 3 
have prior experience with 
ADB project (as a Binh Dinh 
PPMU staff reporting to 
CPMU). 
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Job descriptions for the 
proposed project will be 
developed. 
1 chief accountant, 1 
withdrawal application 
preparer, 2 staff accountants 

3.4  Is the project finance and accounting function 
staffed adequately?  

Yes  

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

YES  

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

3 staff attended ADB training 
(one in 2009 and two in 2018); 
one staff is on existing ADB 
project, while one is on ADF 
project; need refresher 

Lack of updated 
training on ADB disb 
procedures. No prior 
experience with 
preparing ADB’s WAs 

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

Permanent GoV staff  

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

None, enough accounting staff 
from the existing accounting 
department 

 

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. 

none  

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?  

Staff have very broad job 
descriptions, but they are 
experienced now to know the 
tasks. Proposed project will 
develop detailed job 
descriptions. 

 

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

All staff stay long term; no 
resignations 

 

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

Donors (ADB/WB) give 
trainings from time to time; 
State Treasury gives training 
on regular PPMU finance and 
accounting from time to time. 
No policy as such. 

Limited trainings on 
disb, accounting and 
ODA management 

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

 

ADB (2018) – 2 staff 
WB (2018) - 4 staff 
State Treasury (within last 3 
years) 

Lack updated 
trainings 

 
4. Accounting Policies and Procedures  

  

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

YES. PPMU has Accounting 
Software – SmartBooks 
(customized under previous 
PPMU and then taken up by 
current PPMU in 2016, for 
donor projects and for GoV 
projects/operating costs) 
 
System is based on double 
entry bookkeeping, and a mix 
of cash and accrual basis.  
Donor reporting (3 out of 4 
ODA projects) is mostly to 
central agencies, who then 
consolidate and report; no 

Accounting 
system/software may 
not meet the needs, 
especially reporting 
for ADB project 
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monthly internal reporting, but 
done as required. Chart of 
Accounts established for each 
project. Contracts financial 
tracking made in Excel and not 
integrated with main system. 
 
Accounting is based on 
Circular 195/2012 issued by 
MOF “Accounting Policies for 
Investments”. Updated for 
Circular 79/2019/TT-BTC 
 
System can capture and 
consolidate data but needs to 
be updated based on a needs 
assessment and design, 
especially for reporting. See 
Annex 2 for brief summary of 
accounting system. 

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

YES. Technical Division check 
first, then send to FAD, to 
assigned project Accountant, 
then to Chief Accountant, then 
final approval by Director. 

 

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. 

Prepared for each project for 
the accounting software, taking 
account of fund sources, 
Categories, and other 
reporting requirements – see 
attached example for existing 
ADB project at Annex 3. For 
proposed project, to ensure 
this is based on agreed basis 
of accounting and financial 
reporting. 

Project chart of 
accounts does may 
match project 
requirements, based 
on agreed basis of 
accounting and 
financial reporting 

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

Yes, allocations made as per 
agreements following financing 
sources and expenditure 
categories 

 

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

Yes, monthly  

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?  

Per GoV - 10 years after end 
of project. 
 
PPMU has a records 
management system that 
provides an audit trail from the 
accounting system. 
 
 

 

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

None, except for ineligible 
expenditures as per State 
Audit Office audit. 

Ineligible 
expenditures 
processed 

Segregation of Duties    
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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?  

 

Approval and recording of 
transactions – different 
persons; Cashier enters cash 
transactions into the system, 
which are then cross-checked 
by Chief Accountant. 
 
Asset inventory includes 1 
vehicle, tools, minor fixed 
assets, etc - annual checks by 
PPMU Admin Division and at 
end of project, need Dept of 
Finance/PPC approval for 
allocation of assets; 
Bank and subsidiary ledger 
reconciliations – undertaken by 
project Accountant, checked 
by Chief Accountant 

 

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

Yes, undertaken by different 
divisions within PPMU 

 

Budgeting System    
4.10  Do budgets include physical and financial 

targets?  
YES. Annual budget for each 
project; PPMU Planning 
Division will prepare work plan, 
then budget is prepared 
accordingly 

 

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

YES. Work plan and budget 
made for each activity within 
each project. 

 

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

Budgets are not integrated 
within accounting software, but 
are added manually to the 
reports; financial reports 
monitor budget versus actual 
on a quarterly basis, with 
variances monitored. 

Potential errors in 
budget figures, 
inadequate 
monitoring process 
for timely budget 
control measures 

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

  

Variations from Operation 
Costs budget are approval in 
advance by Department of 
Finance in November each 
year. Variations from budgets 
for Investment Costs requires 
approval by line department in 
PPC, in advance. 
In case of emergency, the 
design drawing may be 
approved first by line 
department in PPC to allow 
construction to go ahead; then 
submit variation after the fact 
with procedure as above 
(Guideline Decree 37/2015). 

 

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

YES, for investment costs. 
Variations are requested for 
operation costs each year in 
November. For investment 
costs, there is 10% flexibility 
with the PPMU, by contract; 
otherwise needs line 
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department approval, 6-
monthly.  

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

 

PPMU prepare, PPC line 
department reviews and 
approves. PPMU monitor, with 
oversight from PPC. 

 

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?  

YES; PPMU Planning Division 
prepare the work plan based 
on the project’s status, and 
FAD prepare the budget in 
conjunction with Planning 
Division. 

 

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

  
          Is there evidence of significant mid-year 

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

 
 Is there evidence that government counterpart 

funding is not made available adequately or on a 
timely basis in prior projects? 

 
 What is the extent of over- or under-budgeting of 

major heads over the last 3 years? Is there a 
consistent trend either way? 

YES, based on 5-year 
medium-term plan and work in 
progress. 
 
 
For the donor projects, no 
budget revisions and no issue 
with fund releases  
 
 
Counterpart funding always 
provided as required 
 
 
 
Has not arisen 

 

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. PPMU Technical Division 
receives and checks all 
documents; then these are 
sent to FAD for further 
checking and processing. 

 

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 – Stamped paid, per 
Vietnam system. 
Cost code allocated by project 
Accountant; activity made 
clear by Technical Division. 

 

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

 

YES. For PPMU staff, per GoV 
regulations; salaries paid to 
bank account; time sheets 
prepared by Admin Division 
(based on entry/departure 
records) and approved by 
Director 

 

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

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

modified cash accounting as 
advised by PPMU (receipts = 
cash and expenditures as 
incurred);  
ADB and WB audit reports 
mention a mix of cash and 
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accrual basis for the financial 
statements presentation 
(including “modified cash”, 
which is not an accepted 
international standard). 
FM Manual for WB 5 project 
included the detailed 
accounting treatment for the 
various transactions. 

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?  

Vietnamese – mostly as per 
Circular 195 (Chapter 2), but in 
practice a mix of cash and 
accrual 
Circular 79/2019/TT/BTC from 
1 Jan 2020 on.  

As per 4.21 above 

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

Each ODA project has its FM 
Manual; however, these are not 
comprehensive. 

Lack of 
understanding and 
consistent application 
of project FM 
procedures 

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

FM Manuals not updated As per 4.23 above 

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?  

Not formally. This should be 
through the FM Manual 
updates, but this updating 
does not happen. 

 

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

No. FM Manuals not 
comprehensive - focused on 
Disbursements. FM Manual for 
WB 5 project reviewed. 

As per 4.23 above 

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?  

NO – whilst the concept is 
understood and practiced by 
PPMU, the formal capture and 
reporting of this information for 
projects has not been 
practiced; this should be 
included in the project FM 
Manual.  

Lack of reporting on 
accountability 

4.28  Are manuals distributed to appropriate 
personnel?  

Partly. Not distributed to all 
related staff, although the Chief 
Accountant updates staff on 
requirements. 

As per 4.23 above 

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

Through (i) External/GoV 
audits; (ii) donor FM reviews; 
(iii) annual review by Dept of 
Finance (including donor-
financed projects); (iv) MARD 
reviews. 
 

 

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. 

For donor projects, two 
signatories – Director and 
Chief Accountant, plus Deputy 
Director if Director is absent; 
currently no online 
transactions, but this has been 
assessed by GoV, training 
carried out and should start 
soon. For WAs – for WB 8 
project, already using online 

Lack of training in 
ADB online system 
(CPD); lack of English 
language knowledge;  
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WA submission, with one 
signatory. 

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

YES. Maintained within the 
accounting software.  

 

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?  

No cash revenue, except for 
bid documents sold. Funds are 
deposited straight away with 
Treasury and cash report 
made to Dept of Finance. 
PPMU Cashier, for cash 
expenses. 

 

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. Bank reconciliations, 
monthly; cash balance 
reconciled each month and 
checked by 3 persons. Each 
monthly bank reconciliation is 
generated from software, then 
reviewed and approved by 
Chief Accountant. 

 

4.34   Are all reconciling items approved and recorded? YES – all reviewed by Chief 
Accountant. 

 

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

YES see 4.34 above  

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

No – always reviewed and 
action taken 

 

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

Unused cheques kept by 
Director. Official receipts and 
invoices issued re sale of 
bidding documents – kept by 
Cashier; signed by Director 
and Chief Accountant. 

 

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

No field offices expected to 
hold funds for proposed 
project. No large cash 
balances maintained by PPMU 
- only withdrawn as needed. 
Petty cash max VND 
200M/month – for GoV mainly; 
sometimes for externally-
funded projects. Cash handling 
– large amounts of cash 
carried from PPMU to districts 
(eg for land compensation 
under GoV fund) – in excess of 
VND 1 billion (USD 40k). 

Financial risk 
management 
procedures not 
followed, leading to 
loss of funds. 
 

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

See 4.30 above – not 
practiced yet, Rules are being 
developed and should be 
documented for project 

 

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

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

Admin Division in PPMU 
manages the inventory control 
– no operation manual in 
PPMU but they follow GoV 
circular no. 45/2018/MOF 

 

4.41 Does the entity maintain a Fixed Assets 
Register? Is the register updated monthly?  
Does the register record ownership of assets, 

Admin Division keeps overall 
FAR (inc GoV assets); FAD 
keep FAR for each project; 
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any assets under lien or encumbered, or have 
been pledged? 

FARs updated immediately. All 
assets fully paid for. 
Each year, PPMU make a FAR 
report to Dept of Finance. 

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

No stocks. Admin Division 
FAR records all fixed assets; 
reconciled with FAD project 
records. 

 

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

Once per year by Admin 
Division, and reconciled with 
FAD. No stocks. No labeling 
except for existing ADB 
project, as noted in audit. 

Asset physical 
inventory 
management 
compromised through 
lack of labeling. 

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; sometimes Admin 
Division include assets below 
threshold of VND 10M, 
whereas per the Circular 45 
any items below VND 10 
million are not classed as 
assets. 

Unclear or 
inconsistent 
procedures followed. 

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? 

Original asset price under VND 
100M, PPMU decide; if over 
VND 100M, PPMU have to 
refer to Finance Dept; for 
projects, assets not disposed 
of during project – handover at 
project end managed by PPC. 

 

4.46  Are assets sufficiently covered by insurance 
policies?  

For GoV and projects, only 
vehicles insured. 

 

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

 

For projects, no depreciation 
taken up in books; but for GoV 
management purposes, 
depreciation recorded. 

 

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

entities participating in implementation.  
PPMU in Binh Dinh will 
manage all funds allocated to 
the province under the 
proposed project. No district or 
other office will manage any 
funds, except possibly for land 
compensation payments. 

Management issues 
for counterpart 
funding if operated at 
both PPMU and 
district levels 

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

N/A  

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

N/A  

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

N/A  

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

N/A  

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

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

YES. Contract financial 
records maintained by FAD; 
overall contract management 
is by Technical Division in 
conjunction with FAD. Contract 
commitments not integrated 
with main accounting and 
financial reporting. 
 

Incomplete financial 
information on an 
ongoing basis if 
contract commitments 
not integrated within 
budget monitoring 
reports. 

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

YES; once a year or more 
often as required 

 

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?  

No policy document under 
PPMU and not included in FM 
Manual. 
 

Reporting procedures 
not understood by all 
concerned 

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

entity?  
No; however there are other 
checks carried out, for 
example by Dept of Finance, 
and a good level of internal 
control 

No formal internal 
audit in PPMU, 
but other 
reviews 
undertaken as 
above. 

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

N/A  

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

N/A  

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

N/A  

5.5  Are actions taken on the internal audit findings?  N/A  
5.6  What is the scope of the internal audit program? 

How was it developed? 
N/A  

5.7  Is the IA department independent?   N/A  
5.8 Do they perform pre-audit of transactions? N/A  
5.9  Who approves the internal audit program? N/A  
5.10  What standards guide the internal audit 

program?  
N/A  

5.11  How are audit deficiencies tracked? N/A  
5.12 How long have the internal audit staff members 

been with the organization? 
N/A  

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

N/A  

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

N/A  

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

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

N/A  

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

by an independent auditor? Who is the auditor?  
 

No external audit of PPMU as 
such; consolidated PPMU 
reports are submitted to Dept 
of Finance and Dept of 
Statistics; state audit office do 
audits of PPMU’s projects  but 
not on consolidated basis and 
they do not issue reports on 
overall financial statements of 
PPMU. Reviews/checks are 
carried out by Dept of Finance.  

 

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

 

N/A  

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?  

N/A  

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

N/A  

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

N/A   

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? 

N/A  

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

N/A  

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)? 

N/A  

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? 

N/A  

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? 

For current ODA projects – 
private audit firms have been 
engaged; it is expected to be 
the same for the proposed 
project. 

 

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

Reviewed existing ADB, WB 8  
(FY 2017) and WB 5 (FY 2018, 
no ODA financing to date) 
projects’ external audit reports 

Ineligible expenses 
and inaccurate 
reporting 
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(audits coordinated at central 
level except WB 5 at Binh 
Dinh) – only a few minor 
issues, now implemented. 
WB 5 audit report noted the 
non-taking up of VND 13M 
expenses and incorrect 
classification of expenses of 
VND 206M. 
Reviewed State Audit office 
audit of existing ADB project 
(from the start up to Nov 2018) 
– this report noted that there 
were some ineligible expenses 
of VND 11M for Binh Dinh, due 
to a change in GoV regulations 
as a result of the State audit 
office (performance audit). 

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, state audit office, but 
these audits are more on a test 
basis (not all projects each 
year} 

 

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? 

For existing projects, 
coordinated at central level, 
except WB 5. It is expected 
that Binh Dinh PPMU will 
prepare the audit TOR for the 
proposed project 

 

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

No  

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

Not yet identified. Private audit 
firms have experience from 
existing projects. Will be part 
of TOR for proposed project. 

Selected auditors 
might not be 
acceptable to ADB, 
especially if audit fees 
are not paid from ADB 
funding 

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

None per PPMU, and as per 
audit reports reviewed 

 

 [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? 

YES. No material issues as 
per audit reports reviewed. 
One matter to be considered is 
to have a consistent basis of 
accounting and presentation of 
the Project Financial 
Statements, acceptable to 
GoV and ADB. 

 

7. Reporting and Monitoring    
7.1  Are financial statements and reports prepared 

for the entity?  
YES – See 6.1  

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

As per 7.1 above for PPMU; 
for ODA projects, prepared for 
each project based on donor 
requirements. 

 

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?  

For PPMU – annual; for donor 
projects, as per donor 
requirements, usually 
quarterly. Financial reporting 

Lack of ongoing/up to 
date project 
management 
information for project 
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geared towards donor 
requirements rather than 
ongoing project management 
purposes per se. 

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

Already adapted, meeting 
current donor project 
requirements; however, needs 
to be further adapted to better 
meet reporting requirements. 

Inadequate project 
reporting systems 

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, adapt Circular 195/2012 
and 79/2019 formats for donor 
requirements, for existing 
donor projects. This needs to 
be re-considered and updated, 
to reflect actual project 
management requirements.  
 
Also, the audit reports for 
existing WB and ADB projects 
were inconsistent in terms of 
financial reports content and 
basis of presentation. 

Lack of ongoing/up to 
date project 
management 
information for PPMU 
and donors 

7.6 Are financial management reports used by 
management?  

YES, for projects, but not on a 
regular monthly basis 

As per 7.5 

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

YES, per PPMU; however, 
audited FS for existing ODA 
projects do not show (or 
properly show) budgets. 

Incomplete financial 
reporting 

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?  

Combination of accounting 
software and adapting in 
Excel. 

Errors in financial 
reporting 

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? 

Partly. The financial system 
captures physical progress 
through the accrual 
accounting, but is otherwise 
independent. 
The financial system (based 
on the accounting software) 
needs to be re-considered and 
updated, based on a needs 
assessment and 
corresponding design. 

Incomplete financial 
management 
information 

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

YES – see the details at the 
beginning. 

 

8. Information Systems    

8.1  Is the financial accounting and reporting system 
computerized?  

YES, but limitations in 
reporting 

Incomplete system for 
project 

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

Customized for PPMU in 2014 
(for previous PPMU) and 
updated as regulations 
changes 

 

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

Only used by FAD in PPMU for 
accounting and financial 
reporting for all PPMU 
operations (projects plus GoV) 
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8.4 How are the project financial data integrated 
with the entity financial data? Is it done through 
a module in the enterprise financial system with 
automatic data transfer, or does it entail manual 
entry? 

Complete PPMU financial 
report (projects/GoV) 
generated from system data, 
based on manual entry for 
each type (each donor project, 
each GoV project, and PPMU 
operating costs). 

 

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? 

Partly from system, then 
adapted and more information 
added in Excel. 

Errors in financial 
reporting 

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

Partly, with manual reports as 
needed 

 

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

YES under current system, but 
would need training if system 
improvements are made. 

Inability to fully 
operate accounting 
software 

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

Only FAD staff have access to 
system; all FAD staff can 
access all data. 

 

8.9    Are there back-up procedures in place? Yes, at least weekly,  Loss of data 

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

Data backed up to another 
hard drive 

Loss of data 
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Annex 1 Binh Dinh PPMU Organization Chart 
 
 

 
 
 

 
 
  



36       Appendix 1 

 
 

Annex 2 Binh Dinh PPMU Accounting System 
 
 
1. Structure 

All projects are shown on the “System Home Page”, after which data entry or report 
generation may be made – there is no “Home Page” by project. When a transaction is entered 
or a report is required, the project name/code is selected at that stage, rather than the 
following structure: 
 

         System Home Page 
 
 

 
    Project 

 
 
 

Data Entry   /   Reports 
 
2. Data Entry  

Data entry is based on three types: (i) Cash; (ii) Advance Accounts; and (iii) Others, which 
includes Treasury, Direct Payments, adjustments etc. The data entry format should be 
adjusted to better meet the types of transactions as per the requirements for (i) donor-funded 
projects; (ii) GoV-funded projects; and (iii) GoV regular budget. 

 
3. Financial Reports 

For the ADB project, the following reports are available: 
• Trial Balance 
• Sources 
• Uses 

(The Sources report and the Uses report are separate, and are combined in Excel) 
• Work completed vs Disbursements 
• Contract reports, including payables. No report where the budget is managed 

through actual expenses/accruals (if required)/contract commitments. 
 
The approach should be: 

(a) Agree on the accounting and financial reporting basis; 
(b) Analyze system needs, including reporting output formats 
(c) Update software 
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Annex 3 Existing ADB Project Chart of Accounts as per Balance Sheet  
Based on Circular 195/2012/TT-BTC (similar to the new Circular 79/2019/TT-BTC) 
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Annex 4: Qualifications of Proposed Accounting Staff for this project 
 

1. Chief Accountant: Nguyen Thi Thanh Que 
 

Đơn vị cấp bằng (Từ ngày đến ngày) Bằng cấp hoặc chứng chỉ được cấp 

 Đại học Tài chính Kế toán 

Các chứng chỉ khác: 
09/9/2005-31/10/2005 
26/8/2007 – 28/8/2007 
 
24/3/2003 
24/01/2003 

 
- Chứng chỉ bồi dưỡng Kế toán trưởng. 
- Chứng chỉ bồi dưỡng nghiệp vụ đấu thầu 
chương trình cơ bản. 
- Chứng chỉ tin học trình độ B. 
- Giấy chứng nhận tốt nghiệp khóa học Tiếng 
Anh trình độ B. 

Các khóa đào tạo khác: 
03/3/2010 – 07/3/2010 
 
20/5/2016 
 

 
- Giấy chứng nhận lớp Quản lý dự án đầu tư 
xây dựng công trình. 
- Giấy chứng nhận trình độ sơ cấp lý luận 
chính trị hành chính. 

 
III. Quá trình công tác: 
 

Thời gian Đơn vị công tác Chức danh/vị trí 

Tháng 4/2004 – 11/2007 
Ban Quản lý dự án Đền bù, di 
dân và tái định cư hồ Định 
Bình. 

Kế toán dự án Đền bù di dân 
và tái định cư hồ Định Bình. 

Tháng 12/2007 – đến 
12/2011 

Ban Quản lý dự án hệ thống 
kênh tưới Văn Phong, thuộc 
dự án thủy lợi hồ chứa nước 
Định Bình. 

Phụ trách Kế toán – Tài chính 
của Ban Quản lý dự án hệ 
thống kênh tưới Văn Phong, 
thuộc dự án thủy lợi hồ chứa 
nước Định Bình. 

2012 – 9/2016 

Ban Quản lý dự án hệ thống 
kênh tưới Văn Phong, thuộc 
dự án thủy lợi hồ chứa nước 
Định Bình 

Kế toán trưởng của Ban Quản 
lý dự án hệ thống kênh tưới 
Văn Phong, thuộc dự án thủy 
lợi hồ chứa nước Định Bình 

Tháng 10/2016 đến nay 
Ban Quản lý dự án Nông 
nghiệp và Phát triển nông 
thôn tỉnh Bình Định.  

i) Kế toán trưởng của Ban 
Quản lý dự án Nông nghiệp 
và Phát triển nông thôn tỉnh 
Bình Định; 
ii) Kế toán trưởng Dự án Phát 
triển nông thôn tổng hợp Miền 
Trung tỉnh Bình Định – Khoản 
vay bổ sung (Vay vốn ADB); 
iii) Kế toán trưởng Tiểu dự án 
Hệ thống kênh tưới Thượng 
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Thời gian Đơn vị công tác Chức danh/vị trí 
Sơn, thuộc Dự án Phát triển 
cơ sở hạ tầng thủy lợi tỉnh 
Bình Định và Hưng Yên (Vay 
vốn AFD). 
iv) Kế toán trưởng Dự án Sửa 
chữa và nâng cao an toàn đập 
(WB8) (Vay vốn WB). 

 
IV. Sự phù hợp với nhiệm vụ 

Thời gian Chức danh/vị trí Nhiệm vụ chính 
Từ 2016 đến nay Kế toán trưởng i) Kế toán trưởng của Ban 

Quản lý dự án Nông nghiệp 
và Phát triển nông thôn tỉnh 
Bình Định (gồm các dự án sử 
dụng nguồn vốn ODA, AFD, 
WB và vốn trong nước); 
ii) Kế toán trưởng Dự án Phát 
triển nông thôn tổng hợp Miền 
Trung tỉnh Bình Định – Khoản 
vay bổ sung (Vay vốn ADB); 
iii) Kế toán trưởng Tiểu dự án 
Hệ thống kênh tưới Thượng 
Sơn, thuộc Dự án Phát triển 
cơ sở hạ tầng thủy lợi tỉnh 
Bình Định và Hưng Yên (Vay 
vốn AFD). 
iv) Kế toán trưởng Dự án Sửa 
chữa và nâng cao an toàn đập 
(WB8) (Vay vốn WB). 

 
 
V. Trình độ tiếng Anh 

Đọc Nói Viết Nghe 
Trung bình Trung bình Trung bình Trung bình 
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2. Tran Thi Thanh Thuy 
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3. Nguyen Thi Ngoc Le 
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4. Hoang Nguyen Quynh Trang 
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 COMPLETED FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRES  
– QUANG NAM PROFESSIONAL PROJECT MANAGEMENT UNIT 

 
Introductory Notes/Context:  
• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its FM requirements for a proposed project (CRIEM1). The FMAQ was completed 
through interviews and inspections of supporting documents as basis for the FMA report. 

• In the FMA, “the entity”(the agency) refers to the Professional Project Management Unit 
for Transport Construction Works (the Implementing Agency), as they have the assigned 
responsibility to manage the proposed project, including signing contracts and payments. 
The Provincial People’s Committee (PPC; the Executing Agency) provides oversight for the 
PPMU but has no day-to-day role in the project management.  

• The assessment below is based on the operations of the entity in terms of its management of 
externally financed projects as well as projects funded by the Government of Vietnam (GoV) – 
this is the sole role of the entity. The current projects managed by the entity are: 
o World Bank – “Local Road Asset Management Project” (Roads component); operating in 

50 provinces; to be completed 2020; managed by Central PMU in Hanoi, under Ministry 
of Transport. 

o ADB – “Development for City Infrastructure”; operating only in Hoi An city; to be completed 
end of 2022; operated through PPC, and FM managed by PPMU. 

o KFW  – “Improvement of City Environment”; operating in Quang Nam province only; to be 
completed 2019, but to be extended if one year extension approved; PPMU role is as 
Project implementation consultant – supporting procurement. 

o One other project (Korea); (Middle Region Area Connection in Quang Nam) is under 
preparation.  

o There are also around 20 projects funded from the Province level – estimated around 
1,600 Billion VND, for the current year. 

• The entity also manages its own operating costs, including all PPMU staffing. 
• For CRIEM1, all ODA funds and GoV counterpart funds are expected to be managed at the 

provincial level – none at the District level.  
• The Interviews were carried out on 3 and 5 June 2019, at the PPMU office, attended by: (i) 

Mr. Pham Han Ba (baphambql@gmail.com; 0913412403; PPMU Chief Accountant); (ii) Ms. 
Vo Thi My(mytv71@gmail.com; 0979126602; Project Accountant; (iii) Ms. Le Thi Thanh 
Tuyen (htuyen279@mail.com, 0962404456; Project Accountant; (iv) Ms. Nguyen Thi My 
Yen (myyenktm@gmail.com; 0967257525; Project  Accountant); (v) Ms. Doan Thi Hong 
Trinh (hongtrinhbql@gmail.com; 0933789525; Project Accountant; (vi) Mr.Nguyen Van 
Nguyen  Van (vanhcqn@mail.com, 0905005405; Project Accountant – to be mobilized by 
July 2019 ) . A wrap up was held on 7 June 2019 at the PPMU office, attended by the same 
representatives, plus the PPMU Deputy Director, Mr. Tran Canh Ha  
(hatc2612@gmail.com,0913488063). 

• The FMAQ was updated through interviews with the PPC and PMU during the ADB fact 
finding mission to Binh Dinh in June 2020. 

 

mailto:thanhquebql@gmail.com
mailto:mytv71@gmail.com
mailto:htuyen279@mail.com
mailto:honguyensi@gmail.com
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Topic Response Potential Risk Event 
 
1. Executing / Implementing Agency  

  

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

Established by PPC as per 
their “Decision Document” 
no. 4906 dated 28 December 
2015; and no. 4926 of same 
date for the appointment of 
the PPMU Director 

 

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

GoV managed unit, through 
the PPC 

 

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

N/A  

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

Yes – see details at the 
beginning 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

For projects, report to the 
respective donors and the 
GoV supervisory agency, as 
per details at the beginning; 
overall the entity reports to 
PPC (Finance Department 
and to the line department) 

 

1.6     Describe the regulatory or supervisory 
agency of the entity. 

PPC – provincial government  

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

To be determined. For 
existing projects, the 
AWP&Bs are reviewed by 
Planning and Finance Depts 
for overall approval by PPC, 
who are independent from 
day to day management 
decisions, and there are no 
separate Steering 
Committees. 

 

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

PPMU Organization Chart 
attached at Annex 1. It is 
considered that this structure 
and governance is 
appropriate for the needs of 
the proposed project. 

 

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

The PPMU operates to a set 
of “Institutional Rules”, which 
includes a code of ethics. 

 

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

PPMU rules include 
disciplinary procedures, in 
line with GoV procedures; no 
history of serious violations; 
new staff are trained in the 
“Institutional Rules” 

 

 
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 

The details will be 
determined. The framework 
is that MOF will on-lend fixed 
amounts to each province, 
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financiers, to the government, EA, IA, 
suppliers, contractors, ultimate 
beneficiaries, etc. as applicable.  

ADB Advance Accounts will 
operate at each provincial 
level only, for each source of 
financing; counterpart 
funding will be managed only 
at provincial level. 

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?  

To be finalized, but currently-
planned arrangements are 
satisfactory. 

 

2.3     Are the disbursement methods appropriate? To be finalized. Advance and 
Direct Payment methods will 
be required; Reimbursement 
and Commitment methods 
may be appropriate. For 
existing WB project the 
disbursement method is 
through MOF, who transfer 
funds to Dept of Treasury 
(under PPMU); they submit 
yearly fund plan to MOF. For 
existing ADB Project, Direct 
Payment and Advance 
methods are applied. PPMU 
has not experienced 
difficulties for disbursements 
up to present. 

 

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

 

No serious issues re funding, 
accounting, reporting etc 
(never late in reporting – 
although PPMU mostly do 
not report directly to donor 
currently. 

 

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

To be finalized. For existing 
ADB project, Advance 
Account is at Vietnam 
Maritime Commercial Joint 
Stock Bank (Maritime Bank 
MSB); selection of bank is 
based on relevant Ministry 
advice. Maritime Bank is 
considered best by PPMU. 
SOE procedures used  

Already used for ADB 
project (L3340) PPC’s 
approval is slow 

2.6  Is the bank in which the advance 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? 

To be finalized, but: 
 
YES 
 
Not experienced yet, but 
expected to be YES 
 
YES (PPMU have not 
experienced problems) 
 
YES (5th of following month) 

 

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

To be finalized. For existing 
ADB project (L3340), Direct 
Payments threshold is USD 
200,000, SOE ceiling is 
USD100,000 
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2.8  Does the (proposed) project implementing 
unit (PIU) have experience in the 
management of disbursements from ADB?  

PPMU – YES (See 
information in the 
introductory notes) 

Advance account used is 
a bit slow for the existing 
ADB project due to slow 
budget approval and 
allocation by the PPC.  

2.9   Does the PIU have adequate administrative 
and accounting capacity to manage the 
advance 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. 

PPMU has accounting staff 
with experience with existing 
ADB project (2 years); plus 2 
years with WB project. 
 
Improved FM Manuals (and 
their use) and updated 
training is needed, but no 
other concerns. 

 

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, for entity. For projects, 
the financing currency will 
mean inherent forex risks 
that have to be managed by 
the project, through the 
project FM systems.  

Project forex risk is not 
managed. Reassessed 
during year end audit 
and checked by external 
auditors. 

2.11 How are the counterpart funds accessed?  
 

To be finalized, and systems 
set up accordingly. PPMU 
submits plan for budget 
allocation to Planning and 
Finance in PPC. Bank 
accounts for projects are 
held at State Treasury.  

 

2.12 How are payments made from the 
counterpart funds?  

 

PPMU make the payments 
from the respective bank 
account at the State 
Treasury, at the provincial 
level.  For land 
compensation, 100% of the 
payments are managed by 
PPMU who then transfer to 
the Account of the district 
center of land clearance 
compensation and 
resettlement, for payment to 
the individuals, in cash. 
 
Budget allocation from PPC 
for ODA funding in Dec, 
adjusted allocation in June 
and Sept), relatively fast 
allocation process.  

Management issues for 
land compensation 
payments – slow 
processing 

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?  

 

Not for this project. For 
existing ADB and WB 
projects, funds are not paid 
to communities. 
 
Only for land clearance 
compensation, the method of 
payment is as per 2.12 
above following the 
finalization of feasibility 
studies for subprojects. 

Management issues if 
systems not well 
established and 
operated 

2.14 Are the beneficiaries required to contribute 
to project costs? If beneficiaries have an 
option to contribute in kind (in the form of 

To be finalized. For existing 
projects, communities only 
contribute time for training. If 

Management issues if 
systems not well 
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labor or material), are proper guidelines and 
arrangements formulated to record and 
value the labor or material contributions at 
appraisal and during implementation?  

required, the systems would 
be developed and included in 
the FM Manual. 

established and 
operated  

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

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

 

PPMU has Accounting 
Department – Chief 
Accountant plus 5 
Accountants (including new 
Accountant recruited in July 
2019). 

 

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

Existing staff will be used as 
some projects will be closing; 
PPMU already recruited one 
more staff in July 2019. 
Will allocate at least 3 
accountants (including a disb 
accountant with WB and 
ADB disbursement 
experience) and a chief 
account for CRIEM1 (will 
work on other projects 
concurrently).  

 

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.  

All 6 staff has 8-20 years 
experience, most more than 
10 years (including with other 
PPMUs); all have University 
academic qualifications in 
Accounting and one have 
master of finance and 
banking. Job descriptions for 
the proposed project will be 
developed. 

 

3.4  Is the project finance and accounting 
function staffed adequately?  

PPMU Accounting 
Department staff considers 
that 6 (with the new recruit in 
July 2019) will be sufficient.  

 

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

All of them have experience 
managing the GoV fund, but 
for ODA projects they have 
just started to manage within 
the past 3 years. 

 

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

2 staff attended ADB training 
on CPD, disbursement, and 
FM audit requirements (in 
2018 and 2019); needs 
refresher. 

Lack of updated training 

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

5 permanent GoV staff and 
one long term labor contract. 

 

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

None; one more project 
Accountant appointed in July 
2019 for FM for CRIEM 
project, and other projects. 

 

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. 

 

New staff member will be a 
CRIEM project Accountant, 
and take on general 
responsibilities from existing 
project Accountants. Job 
description will be prepared 
for CRIEM. 
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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?  

Staff have very broad job 
descriptions with detailed 
task lists.  Proposed project 
will developed detailed job 
descriptions. 

Detailed job descriptions 
not developed and 
implemented 

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

All staff stay long term; no 
resignations 

 

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

Donors - ADB has given 
training once in 2018; 
Department of Finance gives 
training on regular PPMU 
finance and accounting from 
time to time - once in past 2 
years. No policy as such. 

 

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

 

ADB (2018) – 2 staff 
(Director and Chief 
Accountant) 
WB, KfW  - no training  
Department of Finance  
(within last 2 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? 

YES. PPMU has Accounting 
Software – SmartBooks 
(customized under previous 
PPMU and then taken up by 
current PPMU from 2015, for 
donor projects and for GoV 
projects/operating costs, 
about 20projects in total) 
 
System is based on double 
entry bookkeeping, and a 
mix of cash and accrual 
basis.  
 
Donor reporting is to central 
agency, who then 
consolidate and report (WB); 
for ADB, reporting carried out 
by PPMU. No monthly 
internal reporting but done as 
required. Chart of Accounts 
established for each project. 
Contracts financial tracking 
made in Excel and not 
integrated with main system. 
 
Accounting is based on 
Circular 195/2012 issued by 
MOF “Accounting Policies for 
Investments”. Updated for 
Circular 79/2019/TT-BTC for 
FY2020 on 
 
System can capture and 
consolidate data but needs 
to be updated based on a 
needs assessment and 
design, especially for 

Accounting 
system/software may 
not meet the need for 
reporting 
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reporting. See Annex 2 for 
brief summary of accounting 
software system. 

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

YES. Planning & Technical 
Dept check first, then send to 
Accounting Dept, to assigned 
project Accountant, then to 
Chief Accountant, then final 
approval by Director. 

 

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. 

Prepared for each project for 
the accounting software 
(after approval by Chief 
Accountant), taking account 
of fund sources, Categories, 
and other reporting 
requirements – see attached 
example for existing ADB 
project at Annex 3. For 
proposed project, to ensure 
this is based on agreed basis 
of accounting and financial 
reporting. 

Project chart of accounts 
may not match project 
requirements, based on 
agreed basis of 
accounting and financial 
reporting. 

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

Yes, allocations made as per 
agreements, for example 
financing sources 

 

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

Yes, monthly  

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?  

Per GoV - 10 years after end 
of project. 
 
PPMU has a records 
management system that 
provides an audit trail from 
the accounting system. 
 

 

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

None  

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?  

Approval and recording of 
transactions – different 
persons; Cashier enters cash 
transactions into the system, 
which are then cross-
checked by Chief 
Accountant. 
Asset inventory - annual 
checks by PPMU Admin 
Dept and at end of project, 
need Dept of Finance/PPC 
approval for allocation of 
assets; 
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Bank and subsidiary ledger 
reconciliations – undertaken 
by project Accountant, 
checked by Chief 
Accountant. 

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

Yes, undertaken by different 
Depts within PPMU. 

 

Budgeting System    
4.10  Do budgets include physical and financial 

targets?  
YES. Annual budget for each 
project; PPMU Planning & 
Technical Dept will prepare 
work plan, then budget is 
prepared accordingly. 

 

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

YES. Work plan and budget 
made for each activity within 
each project. 

 

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

Budgets are not integrated 
within accounting software, 
but are added manually to 
the reports; financial reports 
monitor budget versus actual 
on a quarterly basis, with 
variances monitored. 

Potential errors in 
budget figures 

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

Variations from Operation 
Costs budget are approval in 
advance by Department of 
Finance in November each 
year.  
Variations from budgets for 
Investment Costs requires 
approval by line department 
in PPC, in advance. 
In case of emergency, the 
design drawing may be 
approved first by line 
department in PPC to allow 
construction to go ahead; 
then submit variation after 
the fact with procedure as 
above (Guideline Decree 
37/2015). 

 

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

YES, for investment costs. 
Variations are requested for 
operation costs each year in 
November. For investment 
costs, there is 10% flexibility 
with the PPMU, by contract; 
otherwise needs line 
department approval, 6-
monthly.  

 

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

PPMU prepares, PPC 
approves. PPMU monitors, 
with oversight from PPC. 

 

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?  

PPMU Planning & Technical 
Dept prepare the work plan 
based on the project’s status, 
and Accounting Dept prepare 
the budget in conjunction 
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with Planning & Technical 
Dept. 

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

  
          Is there evidence of significant mid-year 

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

 
 Is there evidence that government 

counterpart funding is not made available 
adequately or on a timely basis in prior 
projects? 

 
 What is the extent of over- or under-

budgeting of major heads over the last 3 
years? Is there a consistent trend either 
way? 

YES, based on 5-year 
medium-term plan and work 
in progress. 
 
 
For the ODA projects, no 
budget revisions and no 
issue with fund releases  
 
 
Counterpart funding always 
provided as required 
 
 
 
Has only arisen on a very 
infrequent basis; no trend 

 

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. PPMU Planning & 
Technical Dept receives and 
checks all documents; then 
these are sent to Accounting 
Dept for further checking and 
processing. 

 

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 – Stamped paid, per 
Vietnam system. 
Cost code allocated by 
project Accountant; activity 
made clear by Planning & 
Technical Dept. 

 

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

YES. For PPMU staff, per 
GoV regulations; salaries 
paid to bank account; time 
sheets prepared by Admin 
Division (based on 
entry/departure records) and 
approved by Director. 

 

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

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

Modified Cash accounting as 
advised by PPMU for the 
entity and for ODA projects. 
ADB project (L3340 FY2018 
project audit report was 
accepted, FY2019 is 
pending); 
External audit report for WB 
project refers to “modified 
cash basis”.  
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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?  

Vietnamese accounting 
standards as per circular 
79/2019/TT-BTC for 2020 on 

As per 4.21 above 

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

They have only PAM for ADB 
project; WB project has its 
OM (including FM Manual); 
however, this is not 
comprehensive. 

Lack of understanding 
and application of FM 
procedures applicable 
for the project 

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

Not updated for FM 
procedures. 

As per 4.23 above 

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?  

Not formally. This should be 
through the FM Manual 
updates, but this updating 
does not happen. 

 

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

No. WB project FM Manual 
not comprehensive - focused 
on Disbursements. PPMU 
has used some guidelines 
from MoF (sent to each 
Dept), for example Circular 
08/2016 instruction for using 
GoV fund. 

As per 4.23 above 

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?  

NO – whilst the concept is 
understood and practiced by 
PPMU, the formal capture 
and reporting of this 
information for projects has 
not been practiced; this 
should be included in the 
project FM Manual.  

Lack of reporting on 
accountability 

4.28  Are manuals distributed to appropriate 
personnel?  

YES – FM Manual (OM) for 
WB project and PAM for ADB 
project. 

 

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

Through (i) External/GoV 
audits (by State Audit and 
Inspectors); (ii) donor FM 
reviews; (iii) annual review by 
Dept of Finance (including 
donor-financed projects); (iv) 
MOT reviews. No formal 
internal audit in PPMU, but 
other reviews undertaken as 
above. 

 

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. 

For donor projects, two 
signatories – Director and 
Chief Accountant.  
Re WAs - for WB project, 
made at central level; for ADB 
project, made by PPMU, 
currently not using online 
system; signed by PPMU 
Director and Chief 
Accountant (Token holders 
are Nguyễn Thanh Tâm and 

Limited English 
language 
comprehension. 
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Trần Cảnh Hà (for both L3340 
and this project)  

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

YES. Maintained within the 
accounting software.  

 

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?  

No cash revenue, except for 
bid documents sold. Funds 
have to be deposited straight 
away with Treasury and cash 
report made to Dept of 
Finance. PPMU Cashier, for 
cash expenses. 

 

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. Bank reconciliations, 
monthly; cash balance 
reconciled each month and 
checked by 3 persons. Each 
monthly bank reconciliation 
is generated from software, 
then reviewed and approved 
by Chief Accountant. 

 

4.34   Are all reconciling items approved and 
recorded? 

YES – all reviewed and 
approved by Chief 
Accountant. 

 

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

YES see 4.34 above  

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

No – always reviewed and 
action taken 

 

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

No unused cheques – 
payments made through 
letter, instructing bank. No 
USB keys and passwords. 
Official receipts and invoices 
issued re sale of bidding 
documents – kept by 
Cashier; signed by Director 
and Chief Accountant. 

 

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

No field offices expected to 
hold funds for proposed 
project. No large cash 
balances maintained by 
PPMU - withdrawn as 
needed. Petty cash max 
VND 50M/month – only for 
GoV activities, not ODA 
projects. Cash for land 
compensation is drawn by 
district agency (see 2.12) 
and paid in cash to 
beneficiaries. 

Financial risk 
management 
procedures not followed, 
leading to loss of funds. 
 

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

See 4.30 above – not 
practiced yet. 

 

Safeguard over Assets    
4.40  What policies and procedures are in place 

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

Admin Dept in PPMU 
manages the inventory 
control – no operation 
manual in PPMU but they 
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follow GoV circular no. 
45/2018 MoF  
 
The PPMU has 2 cars and 
other minor fixed assets such 
as printers, etc.  

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? 

PPMU Admin Dept keeps 
overall FAR (inc GoV 
assets); Accounting Dept 
keep FAR for each project; 
FARs updated immediately. 
All assets fully paid for. 
Each year, PPMU make a 
FAR report to Dept of 
Finance. 

 

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

No stocks. PPMU Admin 
Dept FAR records all fixed 
assets; reconciled with 
PPMU Accounting Dept 
project records. 

 

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

Once per year by Admin 
Dept, and reconciled with 
Accounting Dept. No stocks. 
Fixed assets are labeled, but 
no purchase of fixed assets 
yet from ODA funds for 
current projects. 

 

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; sometimes Admin Dept 
include assets below 
threshold of VND 10M per 
the Circular 45/2018. 
 

Unclear or inconsistent 
procedures followed. 

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? 

Original asset price under 
VND 100M, PPMU decide; if 
over VND 100M, PPMU have 
to refer to Finance Dept; for 
projects, assets not disposed 
of during project – handover 
at project end managed by 
PPC. 
 

 

4.46  Are assets sufficiently covered by insurance 
policies?  

 

For GoV and projects, only 
vehicles insured.  

 

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

 

For projects, no depreciation 
taken up in books; but for 
GoV management purposes, 
depreciation recorded. 

 

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

executing entities participating in 
implementation.  

PPMU in Quang Nam will 
manage all funds allocated to 
the province under the 
proposed project. For land 
compensation, funds will be 
channeled through the 
district agency (per 2.12) 
based on Cash Advances.  

 

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  
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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  

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  

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

N/A  

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

N/A  

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

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

YES. Contract financial 
records maintained by PPMU 
Accounting Dept (in Excel); 
overall contract management 
is by PPMU Technical & 
Planning Dept in conjunction 
with Accounting Dept. 
Contract commitments not 
integrated with main 
accounting and financial 
reporting. 

Incomplete financial 
information on an 
ongoing basis if contract 
commitments not 
integrated within budget 
monitoring reports. 

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

YES; once a year or more 
often as required 

 

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?  

No policy document under 
PPMU and not included in 
FM Manual. However, PPMU 
notify staff of the anti-
corruption law and the 
procurement law. 

Reporting procedures 
not understood by all 
concerned. 

5. Internal Audit    
5.1  Is there an internal audit (IA) department in 

the entity?  
No; however there are other 
checks carried out, for 
example by Dept of Finance, 
and a good level of internal 
controls. 

Lack of a formal internal 
audit department 

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

N/A  

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

N/A  

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

N/A  

5.5  Are actions taken on the internal audit 
findings?  

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

N/A  

5.7  Is the IA department independent?   N/A  
5.8 Do they perform pre-audit of transactions? N/A  
5.9  Who approves the internal audit program? N/A  
5.10  What standards guide the internal audit 

program?  
N/A  

5.11  How are audit deficiencies tracked? N/A  
5.12 How long have the internal audit staff 

members been with the organization? 
N/A  

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

N/A  

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

N/A  

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

N/A  

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

N/A  

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

regularly by an independent auditor? Who is 
the auditor?  

 

No external audit of PPMU; 
consolidated PPMU reports 
are submitted to Dept of 
Finance; state audit office 
audits PPMU’s projects but 
not on consolidated basis 
and they do not issue reports 
on overall financial 
statements of PPMU.  
Reviews/checks are carried 
out by Dept of Finance.  

 

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

 

N/A  

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?  

 

N/A  

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

N/A  

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

N/A   

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? 

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

N/A  

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)? 

N/A  

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? 

N/A  

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? 

For current WB project – 
private audit firm has been 
engaged; it is expected to be 
the same for the proposed 
project 
An auditor acceptable to ADB 
will be appointed to audit.  

 

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

Minor recommendations in 
ADB project’s FY2018 audit 
reports, management is 
committed to resolve in 
FY2019 – to check in FY2019 
audit reports.  
For WB project, no 
management findings re 
Quang Nam. 

 

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, state audit office, but 
these audits are more on a 
test basis (not all projects 
each year}. 

 

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? 

For existing WB project, 
coordinated at central level. 
For existing ADB project, 
PPMU will prepare the audit 
TOR for the project following 
ADB’s standard TOR. 

 

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

No  

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

Private audit firms have 
experience from existing 
projects. Will be part of TOR 
for proposed project. 

 

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

See 6.11 above  

 [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? 

YES; None as per audit 
reports reviewed. One matter 
to be considered is to have a 
consistent basis of 
accounting and presentation 
of the Project Financial 
Statements, acceptable to 
GoV and ADB 
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7. Reporting and Monitoring    
7.1  Are financial statements and reports 

prepared for the entity?  
YES – See 6.1  

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

As per 7.1 above for PPMU; 
for ODA projects, prepared 
for each project based on 
donor requirements. 

 

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?  

For PPMU – annual; for ODA 
projects, as per donor 
requirements, usually 
quarterly.  Financial reporting 
geared towards donor 
requirements rather than 
ongoing project management 
purposes per se. 

Lack of ongoing/up to 
date project 
management 
information for project 

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

Already adapted to meet 
current donor project 
requirements; however, 
needs to be further adapted 
to better meet reporting 
requirements. 

Inadequate project 
reporting systems 

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, adapt Circular 
79/2019/TT-BTC formats for 
donor requirements for 
existing ODA projects.  
This needs to be re-
considered and updated, to 
reflect actual project 
management requirements.  

 

7.6 Are financial management reports used by 
management?  

YES, for projects, but not 
complete reports on a 
regular monthly basis, only 
extracts of information 
downloaded into Excel as 
required by management. 

As per 7.5 

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

YES, per PPMU. External 
audit report for WB project 
did not include this. 

Incomplete financial 
reporting 

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?  

Combination of accounting 
software and manual 
recording/reconciliations in 
Excel. 

Errors in financial 
reporting 

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? 

Partly. The financial system 
captures physical progress 
through the accrual 
accounting, but is otherwise 
independent. 
The financial system (based 
on the accounting software) 
needs to be re-considered 
and updated, based on a 
needs assessment and 
corresponding design. 

Incomplete financial 
management 
information. 
Issue related to slow 
progress monitoring of 
signed contracts which 
slowed the accounting 
reconciliation and 
recognition in FY2018 
APFS of L3340 project 
(ADB) 

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

YES, but only in the past 2 
years – see the details at the 
beginning. 

Limited FM knowledge 
for project 

8. Information Systems    
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8.1  Is the financial accounting and reporting 
system computerized?  

YES, but limitations in 
reporting 

Incomplete system for 
project 

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

Customized for PPMU in 
2014 based on Circular 
195/2012 and other 
instructions, to meet donor 
requirements. 

 

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

Only used by Accounting 
Dept in PPMU for accounting 
and financial reporting for all 
PPMU operations (projects 
plus GoV). 
 
An integrated software for 
project management is being 
developed for funding 
allocation, disb,  

all current software for 
accounting, 
management, project 
progress are not 
integrated, project mgt 
info Is manually 
reconciled.  

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? 

Complete PPMU financial 
report (projects/GoV) 
generated from system data, 
based on manual entry for 
each type (each donor 
project, each GoV project, 
and PPMU operating costs).   

 

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? 

Partly from system, then 
adapted and more 
information added in Excel. 

Errors in financial 
reporting 

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

Partly  

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

YES under current system, 
but would need training if 
system improvements are 
made. 

Inability to fully operate 
accounting software 
causing errors, loss or 
delay during 
implementation 

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

Only Accounting Dept staff 
(including Cashier) have 
access to accounting 
system; all Accounting Dept 
staff can access data based 
on agreed access protocols 
re the entering of the three 
transaction types – Cash, 
Bank and Cost/Other. 

 

8.9    Are there back-up procedures in place? Yes, monthly transfer of back 
up data to PPC (department 
of information and 
communication) 

 

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

Data backed up to hard drive 
kept by department and 
information and 
communication and kept as 
attachment to email. 
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Annex 1 QUANG NAM PROJECT MANAGEMENT UNIT OF TRANSPORT CONSTRUCTION WORKS 

 
 
 
 
  

Director
Mr. Nguyen Thanh 

Tam

Deputy Director 1
Mr. Tran Canh Ha

Office

Accounting 
Department

Chief Accountant
Mr. Pham Han Ba

Accountants

Cashier

Administration
Department

Head of the office
Mr. To Vu Thanh

Deputy of head 
the office

Officers

Deputy Director 2
Mr. Nguyen Van Thuong

Project 
Management  
Department 1

Head of Department
Mr. Nguyen Huu Hoa

Deputy of head 
Department 

1. Mr. Nguyen Dinh Phong
2. Mr. Tran Quoc Thinh

3. Mr. Nguyen Tan Hoang

Engineers

Project 
Management  
Department 2

Head of Department
Mr. Phan Phung 

Thien

Deputy of head 
Department

1. Mr Nguyen Tam
2. Mr Nguyen Van Vy

Engineers

Deputy Director 3
Mr. Nguyen Tuan Phong

Project 
Management 
Department 3

Head of Department
Mr. Nguyen Tuan Duong

Deputy of head 
Department

Engineers

Planning and 
Technical 

Department

Head of Department
Mr. Nguyen Van Vuong

Deputy of head Department
1. Mrs. Nguyen Thi Hong Cam

2. Mr. Phan Tan Thanh

Engineers
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Annex 2 Quang Nam PPMU Accounting System 
 
4. Structure 

All projects are shown on the “System Home Page”, after which data entry or report 
generation may be made – there is no “Home Page” by project. When a transaction is entered 
or a report is required, the project name/code is selected at that stage, rather than the 
following structure: 
 

         System Home Page 
 
 

 
    Project 

 
 
 

Data Entry   /   Reports 
 
5. Data Entry  

Data entry is based on three types: (i) Cash; (ii) Advance Accounts; and (iii) Others, which 
includes Treasury, Direct Payments, adjustments etc. The data entry format should be 
adjusted to better meet the types of transactions as per the requirements for (i) donor-funded 
projects; (ii) GoV-funded projects; and (iii) GoV regular budget. 

 
6. Financial Reports 

For the ADB project, the following reports are available: 
• Trial Balance 
• Sources 
• Uses 

(The Sources report and the Uses report are separate, and are combined in Excel) 
• Work completed vs Disbursements 
• Contract reports, including payables. No report where the budget is managed 

through actual expenses/accruals (if required)/contract commitments. 
 
The approach should be: 

(d) Agree on the accounting and financial reporting basis; 
(e) Analyze system needs, including reporting output formats 
(f) Update software 
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Annex 3 Existing ADB/WB/PMU Project Chart of Accounts 
 

 
 

Nợ Có Nợ Có Nợ Có Nợ Có

111 Tiền mặt tại quỹ
1111 Tiền Việt Nam
1111.1 Tiền mặt - Chính quyền
1111.2 Tiền mặt mời thâu
112 Tiền gửi Ngân hàng, Kho bạc
1121 Tiền Việt Nam
11211 Tiền gửi chi ban
11213 Tiền gửi NH VCB Quảng Nam
11214 Tiền gửi NH Hàng Hải QNam
131 Phải thu của khách hàng
152 Nguyên liệu, vật liệu
1528 Vật liệu khác
211 TSCĐ hỮu hình
2111 Nhà cửa, vật kiến trúc
2112 Máy móc, thiết bị
2113 Phương tiện vận tải, truyền dẫn
2114 Thiết bị, dụng cụ quản lý
213 Tài sản cố định vô hình
214 Hao mòn tài sản cố định
2141 Hao mòn tài sản cố định hỮu hình
2142 Hao mòn tài sản cố định vô hình
241 Chi phí đầu tư xây dựng
2411 Chi phí đầu tư xây dựng dở dang
331 Phải trả cho người bán
3311 Trả trước cho nhà cung cấp
3312 Phải trả cho nhà cung cấp
333 Thuế và các khoản phải nộp Nhà nước
3331 Thuế GTGT phải nộp
33311 Thuế GTGT đầu ra
3334 Thuế thu nhập doanh nghiệp
3338 Thuế khác
334 Phải trả công chức, viên chức
3341 Phải trả công chức, viên chức
338 Phải trả phải nộp khác
3383 Bảo hiểm xã hội
3384 Bảo hiểm y tế
3385 Bảo hiểm thất nghiệp
3388 Phải trả, phải nộp khác
421 Chênh lệch thu, chi chưa xử lý
441 Nguồn kinh phí đầu tư XDCB
4411 Nguồn kinh phí NSNN cấp
4412 Nguon KP WB
466 Nguồn vốn đã hình thành TSCĐ
642 Chi phí Ban quản lý dự án

Tên dự án, công trình: 

Tên tài khoản Kỳ này Lũy kế
Số dư đầu kỳ

BẢNG CÂN ĐỐI TÀI KHOẢN
Từ ngày: 01/01/2019   đến ngày: 31/12/2019

Cộng

A-CÁC TÀI KHOẢN TRONG BẢNG

Số dư cuối kỳSố hiệu tài 
khoản

Số phát sinh
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