
Solar Power Development Project (FFP NAU 49450) 

 

FINANCIAL MANAGEMENT ASSESSMENT  

 

I. INTRODUCTION 

1. Financial Management Assessment (FMA) has been prepared in accordance with ADB’s 
Guidelines for the Financial Management and Analysis of Projects1 and the publication Financial 
Due Diligence A Methodology Note.2 The Asian Development Bank (ADB) requires that sufficient 
analysis is undertaken to enable an informed assessment that the executing and implementing 
agency’s financial management systems are, or will be, sufficiently robust to ensure that funds 
are used for the purpose intended and that controls will be in place to support project monitoring 
and supervision. The FMA considers the Nauru Utilities Corporation (NUC) as the implementing 
agency for the proposed solar power development project. The FMA includes review of the 
accounting and reporting system, internal and external auditing arrangements, fund 
disbursement procedures, and information systems. The instrument used for the assessment 
was ADB’s financial management assessment questionnaire (FMAQ). This FMA incorporates 
the Financial Management Internal control and Risk Assessment (FMICRA) required by the 
guidelines. The completed FMAQ is in APPENDIX 1. 
 
2. This assessment was prepared during the preparation of the solar power development 
project, in November 2018 and may need to be amended to reflect subsequent developments and 
agreements. Preparation activities included reviewing extant country diagnostics, prior ADB 
assessments, various interviews and meetings with government counterparts, development 
partners and relevant stakeholders; it was supplemented with a review of internal control 
arrangements and external audit reports. In preparing this FMA, the assessments made in 2017 
for the Nauru Port Authority have been relied upon and updated. This assessment is intended to 
determine the degree to which the existing country’s financial management systems will be able 
to manage fiduciary risks relating to financial management, and to provide reasonable assurance 
that project funds will be used appropriately.  

 

II. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

A. Public Financial Management System 

3. The current legal framework for public financial management (PFM) in Nauru is part v of 
the Constitution which established the Treasury Fund and the requirements for annual 
appropriations to withdraw money from the fund and the establishment of the Director for Audit. 
Other legislations covering PFM includes: (i) Public Finance Control and Management) Act 1997; 
(ii) Development Fund Act 2011; (iii) treasury Fund Protection Act 2014; (iv) Audit Act 1973; (v) 
Public Accounts Committee (PAC) Act 1992; and (vi) International Monetary Fund (IMF) and World 
Bank (WB) Group Institutions Act 2016.

 
1 ADB. 2005. Financial Management and Analysis of Projects. Manila. Note: Refer to page 14 of Knowledge 
Management Addendum for more information on the Financial Management Assessment. 
2 ADB. 2009. Financial Due Diligence A Methodology Note. Manila. Note: Refer to page 3 for more information on the 
Financial Management Assessment. 

http://www.adb.org/Documents/RRPs/?id=49450-009-2
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4. Country public financial management (PFM) arrangements were initially assessed in 2010 
using the Public Expenditure Financial Accountability (PEFA) Performance Measurement 
Framework (PFM).3 The supporting analysis for the PFM is based on the Government of Nauru 
(GoN) PFM performance in the three years 2008 to 2010. This is the first PFM assessment 
completed for the GoN. A PEFA self-assessment was prepared by DOF in November 2016.  
 
5. Budget preparation is centrally driven with DOF providing departments with baseline 
estimates. Departments are then required to request additional support. For departments the 
budget process is as follows: appropriation (by Parliament), authorization (by the Minister through 
the signing of a general warrant), commitment (by relevant accounting officer through the raising 
of a local purchase order) and payment (on receipt and validation of invoice by Treasury). 
 
6. The fiscal year (FY) for the central government is from 1 July to 30 June. Processing and 
recording of transactions is done centrally. Accounting and reporting is done on an accrual basis 
and consolidated financial statements are produced by DOF. There is no internal audit function for 
Government. The Government has to consider institutionalizing internal audit function in the 
finance department to provide internal audit services to all departments of Government. 
 
7. The Government has not been able to submit financial statements since FY 1995/1996. 
The FY 2013/2014 financial statements were the first final accounts submitted for audit in end 
October 2014 four months after the fiscal year. It may be noted that there are no accounting 
standards being followed though the FY2013/2014 indicated some of the accounting policies 
adopted in the preparation of the financial statements. The audit of the FY2013/2014 accounts has 
been completed by the Auditor General on 28 March 2017. The FY 2014/2015 has been submitted 
for audit and audit has been completed and audit findings issued on 28 April 2018. 
 
8. There have been significant improvements made in the government accounting and 
reporting system. The Department of Finance can now reconcile bank accounts, offset advance 
and suspense accounts in a timely manner with the use of DOF’s customized financial 
management information system (FMIS). 
 
9. In summary, the four PFM areas that have improved since the 2010 PEFA assessment are 
the establishment of a financial management information system (FMIS) developed by Technology 
1, budget process and preparation, administration and accounting of government revenues and 
financial reporting, However, despite these improvements, there remains issues in other areas of 
financial management that the Government needs to address. The Government has yet to improve 
the management of assets and liabilities which is well below the minimum required level. It was 
noted that State-owned Enterprises (SOEs) financial reports are not recorded in the central 
government annual accounts. 

 
10. The summary of the 2016 PEFA findings are as follows:  

 
(i) Budget credibility, Revenue returns and expenditures   for the last three fiscal 
2013-2016) years have largely matched initial approved budgets. With the FMIS in place 
and fully operational, the system is equipped to exert aggregate fiscal discipline over total 
revenues and expenditures. The use of contingency budget by government over the past 

 
3 Under the PEFA framework, performance is assessed in relation to seven dimensions of public financial management: 
credibility of the budget; comprehensiveness and transparency; degree to which the budget is prepared with due regard 
to government policy; predictability and control in budget execution; accounting, recording and reporting; external 
scrutiny and audit operations; appropriateness of development partner practices in country; and intergovernmental 
fiscal relationships. 
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three years is very minimal in proportion to approved budget estimates. However, major in 
year increases in revenue estimates has somehow led to growing variances in outturns 
results; 
  
(ii) Transparency of public finance. The national budget is neither classified into an 
international recognized framework nor differentiate capital and operational expenditures. 
Budget documentations only provides two basic elements in terms of a forecast of the fiscal 
deficit and current year’s budget. The fiscal information’s underpinning government budget 
is not comprehensive and unclear about overall government fiscal operations. In the 
absence of comprehensive fiscal discipline, the performance for service delivery level and 
public access to fiscal information are severely impacted;  
 
(iii) Predictability and control in budget execution, in aggregate, the GON has made 
significant improvements in the areas of revenue administration, accounting for revenues, 
predictability of in-year resources, payroll controls and internal controls on non-salary 
items. The collection of employment tax liabilities, duties and other major sources of 
government revenues is very transparent and effective as the Nauru Revenue Office (NRO) 
is the only collecting agency on behalf of Government. Despite the introduction of 
employment tax in the FY14-15, the overall management of government revenues has 
improved dramatically from prior years, reflecting effective administrative reforms 
undertook by Government. The department of Finance maintain consolidated cash 
balances and maintain department’s cash flow base on initial approved budget with actual 
inflows and outflows on weekly basis. The cash flows are directly loaded into the FMIS to 
control department spending. However, the increased number of supplementary budgets 
approved significantly impacted the in-year budget adjustments. Variations of initial 
approved budget were initiated through supplementary appropriations Acts. The 
Government payroll has just been installed and it is now running on the Government FMIS. 
Both payroll and non-salary expenditure controls are above satisfactorily and all records 
are currently maintained by the system. However, there is no direct link between personal 
data to the payroll system on FMIS. It is anticipated that the Phase 2 of the Government 
payroll module project will incorporate online linking of personal data directly to the payroll 
system. However, despite the government procurement policy provides a basic framework 
for procuring goods and services, the awarding of contracts on non-competitive basis 
undermines the whole process;  
 
(iv) Management of assets and liabilities. Overall, the ratings for assets and liabilities 
management is below the required average level. In the absence of a central monitoring 
unit for Government State Owned Enterprises (SOE’s), financial reports for the SOE’s are 
neither available nor recorded by Government as part of whole of Government account, 
thus places high fiduciary risks. Although government has made tremendous effort in 
paying off some of its long outstanding debt particularly with domestic debt, the inconsistent 
and the incomplete information on debt undermines the effort made thus far. The 
legislatives supporting borrowing and guarantees is unclear on which authority within 
Government has the power to sign off on any new borrowing. Furthermore, there are no 
asset and debt management strategies in place;  
 
(v) Policy-based fiscal strategy and budgeting. The GON has made good progress in 
the areas of budget preparation and budget scrutiny. The budget preparation has improved 
markedly since the 2010 PEFA in terms of the budget calendar and guidance on preparing 
annual budget. The introduction of medium-term expenditure ceilings for department 
budget provides a good basic starting point for department’s submission and establish an 
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open and competitive discussion for sensible increases in annual budgets. However, the 
absence of macroeconomic fiscal forecasting and fiscal strategies certainly undermines the 
strategic alignment of annual budgets to overarching goals of Government as stipulated in 
the existing National Sustainable Development Strategy (NSDS);  
 
(vi) Accounting and reporting. In the 2010 PEFA assessment of the GON’s financial 
records are maintained on a spreadsheet accounting system. GON’s accounting, recording 
and reporting performance was relatively weak, substantially due to the impact of the poor 
standard of financial governance prevailing prior to 2004 and the associated weak financial 
management systems in place during this period. In the 2016 assessment marked 
improvements has been noticed in the in accounting and reporting. The effective utilization 
of the FMIS has improved the level of financial data integrity and the processes surrounding 
accessing the data. The timely clearing of suspense accounts signifies effective internal 
processes. The level of budget reports that government generate on weekly basis is very 
effective as it provides department with a snapshot of their budget at any given point in 
time. The reports include approved budget estimates, cash flow budget, commitments, 
transfers and running balances. The submission of the FY2013/14 annual financial 
statement was an achievement on its own as the last government statements submitted 
for auditing was for the FY1995/1996; and 
 
(vii) External scrutiny and audit. The Government has not been able to submit financial 
statements since FY 1995/1996. The FY 2013/2014 financial statements were the first final 
accounts submitted for audit in end October 2014 four months after the fiscal year. It may 
be noted that there are no accounting standards being followed though the FY2013/2014 
indicated some of the accounting policies adopted in the preparation of the financial 
statements. The audit of the FY2013/2014 accounts has been completed by the Auditor 
General on 28 March 2017. The FY 2014/2015 has been submitted for audit and audit has 
been completed and audit findings issued on 28 April 2018. 

 
 
B. Governance 

11. Table 1 presents the summary of 2017 governance indicators for Nauru. The indicators 
are measured in the range of -2.5 to +2.5 with higher score indicating better governance. Positive 
trends are discernible particularly for voice and accountability and political stability and absence of 
violence and terrorism. 

 
Table 1: Governance Indicators, 2017 

Governance Indicator Score (2012) Score (2017) 

Voice and accountability 1.10 0.47 
Political stability and absence of violence/terrorism 1.02 0.57 
Government effectiveness 0.56 0.43 
Regulatory quality -1.19 -1.10 
Rule of law  0.73 -0.73 
Control of corruption -0.02 -0.47 

Source: www.govindicators.org, accessed 04 November 2018. Based on research by Kaufmann, D., Kraay, A., 
Mastruzzi, M., 2010, "The Worldwide Governance Indicators : A Summary of Methodology, Data and Analytical 
Issues". World Bank Policy Research  Working Paper No.  5430. 
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1682130 

 

http://www.govindicators.org/
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1682130
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III.  RISK DESCRIPTION AND RATING 

12. A financial management internal control and risk management assessment for NUC has 
been conducted the risk-assessment approach is based largely on International Standard on 
Auditing 400: Risk Assessment and Internal Control. The risk assessment in Table 2 is based on 
the existing public financial management environment in the country and NUC, and based on 
existing staff, finance and accounting policies, procedures, and practices. The corresponding risk 
mitigation measures consider factors that will significantly reduce or eliminate the identified risks. 
 
13. The following risks are assessed (Table 2): (i) “inherent risk” describes the susceptibility of 
the project financial management system to factors arising from the environment in which it 
operates, such as country rules and regulations and the entity working environment (assuming 
absence of any counter checks or internal controls); and (ii) “control risk” describes the risk that 
the project’s accounting and internal control framework are inadequate to ensure proper reporting, 
and that project funds are used (a) economically, (b) efficiently, and (c) for the purpose intended. 
 

Table 2:  Financial Management, Internal Control and Risk Assessment 

 

Inherent Risk 
Risk 

Assessment 
Risk Description Mitigation Measures 

Country-
Specific Risk 
 

High MOF has not submitted any annual 
financial statements to the Auditor 
General’s since FY1997/1998. In 
2014 the FY2013/2014 annual 
accounts were submitted for audit. 
MOF completing the FY2014/2015 
and FY2015/2016 final accounts 

The Auditor General has completed the 
audit of the FY2013/2014 financial 
statements in 28 March 2017 while the 
FY2014/2015 accounts in 28 April 2018. 
The FY2015/2016 accounts have been 
completed and will be submitted for audit 
in December 2018. 

Entity-Specific 
Risks 

   

Project-Specific 
Risks 

Substantial Untimely release of counterpart 
funds for land clearing could delay 
project start up and affect overall 
implementation 

NUC will ensure that counterpart funds 
allocated and appropriated in the budget 
in a timely manner 

Overall Inherent 
Risk   

Substantial   

Control Risk Risk 
Assessment 

Risk Description Remarks/ Mitigation Measures 

Implementing 
Entity 
 

Low The organizational structure of 
NUC might not be appropriate for 
implementing the operational 
needs of the project. 

NUC has implemented and is currently 
managing the operation of solar plant 
funded by UAE. NUC has gained the 
operational experience which could be 
applied to the project 

Capacity building will be included in the 
project such as training on SCADA, 
operation of mix generation plant, etc. A 
Renewable Energy Unit in NUC will act as 
PMU. 

Funds Flow Low Deficiencies and misinterpretation 
of ADB guidelines and withdrawal 
of project funds by the 
Implementing Agency 

NUC will be trained on ADB disbursement 
procedures 

The direct payment method is proposed 
to be used, and disbursement processes 
will be guided by project implementation 
consultants. 
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Inherent Risk 
Risk 

Assessment 
Risk Description Mitigation Measures 

Staffing Low NUC finance division is generally 
well staffed, however staff not 
trained in ADB disbursement 
procedures 

The proposed project will finance project 
implementation consultants. 

Training on ADB disbursement 
procedures and financial reporting will be 
provided to concerned NUC staff.  Note 
that NUC finance staff has handled 
financial processes under a completed 
ADB Project. 

Accounting 
Policies and 
Procedures   

Low Financial management policies 
and procedures might not be 
appropriate for project 
management. 

An automated system to generate 
financial reports is in place. Financial 
reports are generated from Microsoft 
Dynamics Navision financial software 
established by NUC. Staffs are trained in 
the use of the system. Comprehensive 
and detailed in year budget execution 
reports can be extracted as required by all 
users and financial accounts are being 
prepared on an accrual basis and in 
accordance with most International 
Financial Reporting System (IFRS) 

NUC shall maintain separate books of 
account for the project (grant proceeds 
and GON counterpart contributions) 

 High Assets are not covered by 
insurance 

NUC to include insurance costs in the 
budget annually and ensure that assets 
are insured. 

Internal Audit High There is no internal audit function 
at NUC 

To mitigate any risks arising from the 
absence of an internal audit function 
within NUC, MOF will regularly conduct 
internal audit of the project activities. 

Arrangements will also be made to 
perform internal audits through 
outsourcing internal audit services. 

External audit Low External Audit may not be 
completed within 6 months from 
end of fiscal year as required by 
grant covenants. 

An external auditor will be hired by NUC 
to audit the project accounts and audit 
report will be submitted to ADB within six 
months after the end of each financial 
year during implementation. 
 
NUC’s financial statements have been 
issued unqualified audit opinions.  NUC 
also diligently submitted the audited 
project financial statements for the 
completed ADB project. 

Financial 
Reporting and 
Monitoring 

Low Financial reports not provided on a 
timely manner to enable regular 
management analysis and 
corrective actions to be undertaken 
to address any delays and/or 
deficiencies occurring during 
project implementation 

NUC will provide ADB quarterly progress 
reports (QPR) in a format consistent with 
ADB's project performance reporting 
system including progress achieved by 
outputs as measured through the DMF 
indicator's targets and key 
implementation issues and solutions. The 
QPR should be submitted to ADB no later 
than fourth week after the end of quarter. 

Management 
Information 
systems 

Low There is no back up of hard copy 
financial data in place. 

NUC has a standalone information 
system managed by the ICT division. 
There is a plan to integrate the physical 
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Inherent Risk 
Risk 

Assessment 
Risk Description Mitigation Measures 

and financial data by next year. Payment 
vouchers (PVs) and support documents 
are kept by Finance office. It is proposed 
that PVs including support documents to 
be scanned and saved online. 

Overall Control 
Risk 
 

High   

Overall 
Combined Risk 

Substantial   

ADB = Asian Development Bank, DMF = design and monitoring framework, EA = executing agency, FMAQ = 
financial management assessment questionnaire, FY = fiscal year, GON = Government of Nauru, ICT = Information 
Communication Technology, IFRS = International Financial Reporting Standards, MOF = Ministry of Finance, NUC 
= Nauru Utilities Corporation, PFM = public financial management, PV = payment voucher, QPR = quarterly progress 
report, SCADA = supervisory control and data acquisition 

 

IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 

A. Executing/Implementing Agency 

14. DOF will be the executing agency and NUC will be the implementing agency for the Project. 
DOF is responsible for formulating sound and effective national economic policies and managing 
Government financial resources. DOF key responsibilities include (i) budget planning; (ii) 
preparation and execution; (iii) financial management; (iv) monitoring of the performance of 
government business enterprises; and (v) delivery of important services such as payroll, payments 
and the provision of the government’s financial management information system. 
 
15. NUC will establish a project management unit (PMU) to manage the proposed project. NUC 
will be responsible for the day to day implementation of the project, including (i) preparation of an 
overall implementation plan; (ii) overall interagency coordination; (iii) awarding consulting and 
construction contracts; (iv) project financial management; (v) consolidation, review, and 
submission of regular progress and financial reports to ADB and DOF. 
 
16. The finance division is headed by a Senior Finance Controller. The finance division is 
manned by sixteen staff, of which 4 have formal accounting qualifications namely, Senior Finance 
Controller, Acting Accountant, Budget Manager and Team Leader (TL) Billings. Three staff in 
payments have attained Year 12 high school and have more than 5 years of work experience in 
payments. Those that will be involved in the project implementation will be trained on ADB 
disbursement guidelines, procedures and financial reporting. The current NUC accounting staff 
capabilities and responsibilities will match the needs and requirements of the Project. 
 

B. Accounting Policies and Procedures 

17. NUC’s accounting policies and procedures are outlined in the Nauru Utilities Corporation 
Act, and use the financial management information system (FMIS) Microsoft Dynamics Navision. 
The project will use similar accounting system. The financial accounts are being prepared on an 
accrual basis and in accordance with International Financial Reporting Standards (IFRS). 
 
18. Subsidiary ledgers are adequate for the reconciliation of accounts with the general ledger. 
All reports and supporting documents on all transactions are stored and retained by the finance 
officer and are available. NUC has implemented a clear segregation of the account’s management 
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duties. NUC will maintain a separate book of accounts for the project including the government 
contribution and have such accounts and related financial statements audited annually with 
appropriate auditing standards. 

 
19. NUC has been provided capacity building and institutional strengthening under ADB’s TA 
7873 and 8631. NUC maintained an asset register however assets are not covered by insurance. 
 
C. Internal Audit 

20. There is no internal audit function in NUC. In the interim, DOF will outsource internal audit 
services. Creation of an internal audit office in NUC is also an area that may be considered in the 
long term. 
. 
D. External Audit 

21. NUC accounts are audited annually by an external auditor4 and audit is carried out in 
accordance with the auditing standards and requirements of the Government. For the project, NUC 
will engage an independent external auditor acceptable to ADB and Government to audit the 
project accounts annually. NUC through DOF will furnish certified copies of audited accounts and 
financial statements (including the auditor’s report and auditor’s opinion on the use of the grant 
proceeds and compliance with the financial covenants of the grant agreement to ADB within 6 
months after the end of each fiscal year. The issues raised by the auditor should be addressed 
through the management letter and submitted along with the audit report to ADB. 
 
E. Reporting and Monitoring 

22. NUC established a financial management information system (FMIS) using Microsoft 
Dynamics Navision financial software which contains most sub-ledgers. The project financial 
reports will be prepared using the same system and will be submitted on a monthly, quarterly and 
annual basis. The reports will highlight the physical and financial progress of project components 
being undertaken. NUC monitoring system is capable of generating project reports for both 
external and internal use. In addition, staff are trained and are very familiar with the system. 
Regular backups of all accounting systems and appropriate security measures over backed-up 
data are in place. 
 
23. NUC will provide ADB with quarterly progress reports (QPR) in a format consistent with 
ADB’s project performance reporting system which will include: (i) a narrative description of 
progress made during the reporting period; (ii) changes in the implementation schedule; (iii) 
problems or difficulties encountered; (iv) updated procurement plan and (iv) activities to be 
undertaken in the next reporting period. The QPR will be submitted to ADB no later than the fourth 
week after the end of quarter. NUC will submit a draft project completion report (PCR) within 3 
months of physical completion of the project. 
 
F. Disbursement Arrangements 

24. NUC is responsible for implementing the project according to the grant agreement. On its 
part, ADB will monitor the project and review its progress to ensure that the grant proceeds are 
spent as agreed. When a grant becomes effective, a grant account will be opened in ADB’s books 
in the name of the GoN and the grant amount is credited to that account. All disbursements under 

 
4 Currently NUC accounts are being audited by Ernest & Young Chartered Accountants, Fiji 
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the gran will be carried out in accordance with ADB’s Loan Disbursement Handbook (2015, as 
amended from time to time). 
 
25. Grant proceeds will be disbursed in accordance with ADB procedures. Direct payment 
procedures (where ADB, pays a designated beneficiary directly will generally be used for civil 
works and consulting service contracts). Advance (imprest) accounts will not be used. NUC is 
responsible for (i) preparing disbursement projections; (ii) requesting budgetary allocations for 
counterpart funds; (iii) checking invoice of consultants and contractors against project progress; 
(iv) collecting supporting documents; and (v) preparing and sending withdrawal applications 
through DOF (for approval) to ADB. 
 
G. Funds Flow Mechanism 

26. The funds flow mechanism of the project is presented in section D of the Project 
Administration Manual (PAM). It shows how the funds will flow from ADB to the Government of 
Nauru to implement project activities. 
 
H. Information Systems 

27. Hard copy back up of financial data is not yet complete. The FMIS is able to store 5 years 
of electronic data. There are plans to link the financial information with physical works progress by 
next year. Currently NUC has a standalone computerized information system managed by its ICT 
division. 
 

I. Conclusion 

28. The PFM pre-mitigation risk is rated substantial5, but given the proposed mitigation actions 
this is considered acceptable given (i) the wide-ranging PFM reform program, which the 
government has in place; (ii) indications of initial positive impacts and additional measures, which 
are proposed including (a) close monitoring arrangements, and (b) financial management 
strengthening arrangements. 

 
 

V. FINANCIAL MANAGEMENT ACTION PLAN 

29. Table 3 outlines the proposed financial management action plan to be undertaken during 
the implementation of the proposed project. 
 
 

Table 3: Financial Management Action Plan 

Weakness Risk Action Items Period Responsibility 

Status 

15/07/2019 

No internal audit 

function at NUC 

H NUC to outsource internal 

audit services. 

Within 6 

months from 

the grant 

effectiveness 

date 

NUC Not started 

 
5 On a four-point scale of negligible, moderate, substantial, and high. 
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Weakness Risk Action Items Period Responsibility 

Status 

15/07/2019 

Deficiencies and 

misinterpretation of 

ADB guidelines in 

disbursement and 

withdrawal of 

project funds 

L NUC accounts staff will be 

trained in ADB’s 

disbursement procedures 

and preparation of 

withdrawal application 

Within 3 

months from 

the grant 

effectiveness 

date 

NUC Training will 

reinforce staff 

learning from 

implementation 

of completed 

ADB project 

Assets not covered 

by insurance 

H NUC to include insurance 

costs in the budget 

annually and make sure 

that assets are insured 

Within 6 

months from 

the grant 

effectiveness 

date 

NUC Not started 

Untimely release of 

counterpart funds 

for land clearing 

S Budget for land clearing 

approved and available for 

disbursement 

Within 3 

months from 

the grant 

effectiveness 

date 

NUC Land clearing 

has started. 

ADB = Asian Development Bank, NUC = Nauru Utilities Corporation 
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APPENDIX 1 
 

COMPLETED FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRES6 
 

Topic Response Potential Risk Event 

1. Executing / 
Implementing Agency 

  

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

• State Owned Enterprise 
(SOE) 

 

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

• $3,541,138 (100%)  

1.3. Obtain the list of beneficial 
owners of major blocks of 
shares (non-government 
portion), if any7  

• N/A  

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

• UAE 500 KW solar panel 
project 

• EU Distribution Network 
Upgrade Project – (A$3m) 

• NZ MFAT/ EU 1.2 MW 
Solar Panel Project. 

• ADB TA 8631 Institutional 
Strengthening of the Nauru 
Utilities Corporation (NUC) 

 

1.5. Briefly describe the 
statutory reporting 
requirements for the 
entity. 

• Accounts to be audited 

• NUC must prepare an 
annual report on its 
operations and be given to 
the Minister 

• Minister to table a copy of 
the annual report in 
Parliament 

 

1.6. Describe the regulatory or 
supervisory agency of the 
entity. 

• Ministry of Finance  

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

• Project Steering Committee 
(PSC) 

 

PSC established chaired by 
DOF and co-chaired by 
NUC 

 
6 This questionnaire is administered by the ADB Consultant, and utilized only to obtain information, and to identify and 
describe potential risk events. Rating of risks should be carried out separately by assessing their likelihood and impact.  
In such cases, consult OAI on the need for integrity due diligence on non-governmental beneficial owners. 
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Topic Response Potential Risk Event 

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

 Copy of NUC 
organizational structure 
provided 

1.9. Does the entity has a 
Code of Ethics in place? 

• Administered through the 
HR policies 

 

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

• Immediate termination for 
serious breaches on code of 
conduct such as theft after 
discussions by management 

 

2. Funds Flow 
Arrangements 

  

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

• ADB signed grant 
agreement with MOF/GON 

• NUC to submit WAs to MOF 
(for approval) then MOF 
submits to ADB 

• ADB pays directly contractor 
and supplier.  .. 

 

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

• Yes  

2.3. Are the disbursement 
methods appropriate? 

• Yes  

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

• None  
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Topic Response Potential Risk Event 

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

• Bendigo Bank  

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

• Executing foreign and 
local currency 
transactions? 

• Issuing and 
administering letters of 
credit (LC)? 

• Handling a large 
volume of transaction? 

• Issuing detailed 
monthly bank 
statements promptly? 

• Yes. Bendigo Bank 

 

 

 

 

 

 

2.7. Is the ceiling for 
disbursement from the 
imprest account and 
Statement of Expenditures 
(SOE) 
appropriate/required? 

• Appropriate To be discussed during 
Loan fact finding, if any 

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

 Staff will receive training on 
ADB disbursement 
procedures 

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

 Finance staff of PMU will 
receive training on ADB 
disbursement procedures 
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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. 

• Yes,   

2.11. How are the counterpart 
funds accessed? 

• Through budget 
appropriation over the 
implementation period. 

NUC counterpart funds 
such as land clearing, land 
lease, replacements and 
incremental O&M to be 
appropriated annually 
starting next year 

2.12. How are payments made 
from the counterpart 
funds? 

• Via the governing body of 
the Project 

 

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

• Not applicable  

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

• Not applicable  

3. Staffing   

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

 NUC Finance division 
organizational chart 
provided 

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

• Existing staff  
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Topic Response Potential Risk Event 

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

Finance has a team of 16 ladies, 
only 4 are fully qualified – Finance 
Controller, TL Billings, Acting 
Accountant, Budget Manager  
 
Budget manager - currently in 
USP completing Diploma in 
Accounting. 
 
The 3 staff in Payments have 
attained Year 12 high school and 
have more than 5 years of work 
experience in Payments. 

 

One of the Payment staff is 
currently doing foundation units 
and she will be involved in the 
project under the supervision of 
the Finance Controller 

 

3.4. Is the project finance and 
accounting function 
staffed adequately? 

• Yes  

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

• The highest qualification is 
Degree in Accounting & 
Economics (CPA 
Provisional Member) 

 

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

• No Staff will receive training on 
ADB disbursement 
procedures 

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

• Permanent staff and will be 
assigned to the project until 
completion and closing of 
accounts 

 

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

• None  
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3.9. For the new staff, describe 
the proposed project 
finance and accounting 
staff, including job title, 
responsibilities, 
educational background 
and professional 
experience. Attach job 
descriptions. 

• Not applicable  

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

• Yes  

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

• Low turnover rate   

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

• In line with the HR Training 
Policy 

 

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

• Degree in Accounting from 
Fiji National University 

• Management Diploma from 
Fiji National University 

• Basic, Preliminary & 
Foundation courses with 
USP Nauru  
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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 

• Current accounting and 
reporting system is Microsoft 
Dynamic Navision 

• The same accounting 
system will be used by the 
project  

 

The proposed project will 
use the accounting 
software Microsoft 
Dynamics Navision 

 

NUC will maintain separate 
books of accounts for the 
project including 
counterpart funds 

 

Project accounts will be 
audited annually (Auditor 
General  or external auditor 
acceptable to ADB) 

 

Separate from NUC annual 
audit 

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

• Yes  

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

• Yes Chart of accounts provided 

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

• Yes  

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

• Yes  
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4.6. Describe the EA’s policy 
for retention of accounting 
records including 
supporting documents 
(e.g., ADB 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. 

• Proper filing is done and 
retained for audit 

 

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

• Any audit findings is 
discussed with management 
and progressively 
addressed 

 

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; and (iii) 
custody of assets involved 
in the transaction; (iv) 
reconciliation of bank 
accounts and subsidiary 
ledgers? 

• Yes  

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

• Yes  

Budgeting System   

4.10. Do budgets include 
physical and financial 
targets?  

• Yes  
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4.11. Are budgets prepared for 
all significant activities in 
sufficient detail to provide 
a meaningful tool with 
which to monitor 
subsequent performance? 

• Yes  

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

• Yes 

• Yes, supplementary budget 
is done if there is a need 

 

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

• In advance for internal 
transfers for budgets 

 

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

• No  

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

• Financial Controller 
coordinating  with the 
Budget Manager  

 

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

• Internal submission from 
NUC department heads 

• Discussion of submissions 
with management 

• Post approval, CEO 
presents to Ministry of 
Finance and subsequently 
to Cabinet 
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4.17. Are the project plans and 
budget 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 

 

 

 

 

 

 

• Revisions will be due to 
some outside factors such 
as fuel prices that will 
require a revised budget 

 

 

 

 

 

 

 

• Income is always over the 
budget with controlled 
expenses by management 

 

 

Payments   

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

• (i - v) Yes  
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4.19. Are all invoices stamped 
PAID, dated, reviewed 
and approved, and clearly 
marked for account code 
assignment?  

• Yes  

4.20. Do controls exist for the 
preparation of the payroll 
and are changes 
(additions/deductions/21m
odification) to the payroll 
properly authorized? 

• Yes  

Policies and Procedures   

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

• Accruals  

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? 

• International Financial 
Reporting Standards (IFRS) 

 

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

• We will be specific to the 
project 

It is proposed that a FM 
manual be prepared as part 
of the FM support during 
implementation  

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

• No  

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

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

• Yes  

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

• Yes. NUC;s Code of Ethics    

4.28. Are manuals distributed to 
appropriate personnel? 

• Yes  

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

• Compliance is confirmed 
during annual external audit 

 

Cash and Bank   

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

• Only the Government 
approved signatories 

• NUC employee (up  to CEO) 
has the authority to approve 
transactions over NUC bank 
accounts 

 

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

• Yes, through the accounting 
system  

 

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? 

• Standard procedures are in 
place and being followed by 
cashier and senior finance 
officer for handling of cash 
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4.33. Are bank accounts 
reconciled on a monthly 
basis? Or more often?  

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

• Monthly basis 

 

 

• Reconcile daily prior to 
banking 

 

4.34. Are all reconciling items 
approved and recorded? 

• If any such as cancel 
receipts 

 

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

• Yes  

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

• Yes item are adjusted, if any  

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

• Yes  

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

• No  

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

• Not applicable  

Safeguard over Assets   

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

• Standard manual from the 
manufactures 
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4.41. Does the entity maintain a 
Fixed Asset Register? Is 
the register updated 
monthly? Does the 
register record ownership 
of assets, any assets 
under lien or encumbered, 
or have been pledged? 

• Yes 

 

 

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

• Yes  

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

• Monthly inventory of stocks  

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

• Yes  

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

• Yes  

4.46. Are assets sufficiently 
covered by insurance 
policies? 

• No NUC to insure assets  

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

• No  

Other Offices and 
Implementing Entities 
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4.48. Describe any other 
regional offices or 
executing entities 
participating in 
implementation? 

• Solely NUC and concerned 
departments, i.e. Operations 
and Finance 

 

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. 

• As per the normal practice 
for projects 

 

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

• To be established during 
project implementation 

 

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? 

• NA  

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. 

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

• Sub-accounts will not be 
established 

 

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, 
undisbursed balances? 
Are records consistent 
with physical 
output/deliverables of the 
contract? 

• Yes  

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

• Yes  

Other   

4.56. Describe the 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? 

• As per the normal project 
outline for such 

 

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

• None in NUC It is proposed that an 
internal audit office be 
established in the long term 

 

In the interim NUC must 
follow internal controls 
imposed by DOF 

 

DOF outsource internal 
audit services may form 
part of FM support during 
project implementation 

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

• N/A  

5.3. To whom does the head 
of the internal auditor 
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 it was 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  
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5.13. How long have the 
internal audit staff have 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 
Guidelines and 
Procedures, including the 
disbursement guidelines 
and procedures (i.e., 
LDH)? 

• N/A  

6.      External Audit   

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

• Yes. Ernst & Young (Fiji)  

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

• No  

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

• Yes  

6.4. Were there any major 
accountability issues 
brought out in the audit 
report of the past three 
years? 

• No  
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6.5. Does the external auditor 
meet with audit committee 
without the presence of 
management? 

• No  

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 on non-
audit engagements, 
relative to the value of the 
audit services? 

• No  

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

• No  

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

• Yes  

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

• No  

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? 

• Yes  

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

• No  
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6.12. Is the project subject to 
any kind of audit from an 
independent government 
entity (e.g., the supreme 
audit institution) in 
addition to the external 
audit? 

• No  

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

• Yes 

 

 

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

• No  

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

• Yes  

6.16. Are there any 
recommendations made 
by the au that have 
remained unaddressed in 
prior audit reports or 
management letters that 
have not been 
implemented? 

• No  
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(For second or subsequent 
projects) 

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

• No  

7.      Reporting and 
Monitoring 

  

7.1. Are financial statements 
and reports prepared for 
the entity? 

• Yes  

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

• Yes  

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

• Draft accounts prepared on 
a monthly basis 

 

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

• Yes  

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? 

• To be established during 
project implementation 

 

7.6. Are financial management 
reports used by 
management? 

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

• Yes  

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

• Accounting system 
generates financial 
statements  

 

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

• Yes, through the works- in- 
progress code/module 

• It will be capitalized once the 
project is finalized 

 

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

• Yes  

8.      Information Systems   

8.1. Is the financial accounting 
reporting system 
computerized? 

• Yes  

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

• Customized  

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

• Standalone 

• Maintained by ICT division 

NUC plans to integrate 
financial data with progress 
of physical works by next 
year by next year. 
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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? 

• Data to be entered manually  

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? 

• Directly generates reports 
from the software (PNL , 
Balance sheet) 

 

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

• It will be bulked with the 
normal reporting but 
categorized by the general 
ledger code for project 
works 

 

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

• Yes  

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

• Yes  

8.9. Are there back-up 
procedures in place? 

• Yes   

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

• ICT has online storage 
system 

• The accounting system can 
store past financial data up 
to xx years 

It is suggested that aside 
from keeping hard copies 
of disbursement 
documents, to scan 
disbursement documents 
and store online    

 

 


