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EXECUTIVE SUMMARY 
 
The overall risk rating is assessed as High. 
 
The scope of the risk assessment of the proposed Sustainable Rural Infrastructure and 
Watershed Management Project (SRIWMP) includes the executing agency (EA) - Ministry of 
Agriculture and Forestry and the implementing agencies (IA) which include the Department of 
Irrigation (DOI) and the four provinces of Houaphan, Louangphabang, Xiangkhouang and 
Xaignabouli Provincial Agriculture and Forestry Offices (PAFO).  
 
The assessed risk takes account of risks associated with the entities themselves, as well as 
project risks that are identified based on experience from current ODA projects (particularly the 
three ongoing ADB-funded irrigation projects).  
 
From the risk assessment for SRIWMP, it is proposed that (i) the project manages the risk of 
transferring the inherent risks from each of the entities into the project and its implementation 
through sound risk management arrangements for the project; and (ii) uses the experience and 
lessons from past and ongoing projects’ financial management (FM), through two key mitigation 
measures: 
 
(i) The development and establishment of standardized and comprehensive FM systems and 

procedures. It is recommended that these systems and procedures be developed for 
SRIWMP, and then extended across all ADB projects within the subsector over time. As 
the existing projects are expanded or new funding / projects approved, these adopt the 
same systems. 

(ii) To enable the new FM systems and procedures, there is a need to build capacity of GOL 
staff to implement the FM systems and procedures. The proposed program governance 
team (PGT) within DOI, to manage multiple projects, would take responsibility for 
developing, updating and establishing the approach for standardization and capacity 
building.  

Without these two mitigation measures, the status quo (characterized by disparate and often ad 
hoc systems and procedures used on a project to project basis), will persist requiring the 
contracting of external capacity for each project’s administration, effectively excluding the 
strengthening of Government of Lao PDR (GOL) staff capability to implement future projects.  
 
Assessing the weaknesses and identifying the risks has been made within the context of two key 
implementation strategies for SRIWMP: 
 
(i) Establishing FM systems and procedures that support a decentralized implementation 

approach, but with proper coordination, consolidation and oversight through an 
overarching PGT that includes financial management expertise. 

(ii) Adopting a program approach, in order to (i) strengthen GoL staff in managing the FM 
aspects of project implementation; and (ii) improving and standardizing FM systems and 
procedures that will over time be applied to all the ADB-funded projects in the subsector.  

Under the transactional technical assistance (TRTA), advance actions are being implemented to 
develop agreed standardized FM systems and procedures for use upon project start up with 
supporting capacity building provided to the EA and IAs. 
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The Financial Management, Internal Control, Risk Assessment and Risk Management Plan table 
is given below: 
 
 

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. Country Specific – 
the Country Program 
Strategy 2017-2020 
(CPS) highlights poor 
project performance and 
a centralized approach 

   A more decentralized 
implementation approach will be 
taken, with systems and 
procedures to better support this 
approach, including improved 
monitoring and oversight. 

2.1 Entity Specific – the 
annual audit reports of 
the provincial entities 
show serious issues 
related to financial 
governance, which 
could indicate similar 
governance issues for 
the project. Department 
of Irrigation (DOI) audit 
report(s) not seen. 

High Likely High Clear Financial Management 
(FM) systems and procedures 
will be put in place, through a 
Financial Management Manual 
(FMM) to be adopted project-
wide, clearly establishing 
procedures, delegated authority 
and responsibilities. Training will 
be conducted, and 
monitoring/oversight measures 
will be put in place. 

2.2 Entity Specific – the 
provincial entities have 
no clear procedures on 
contract management 
and asset management. 

High Likely High Clear systems and procedures 
will be put in place for the 
project, including contract 
management and asset 
management. Training will be 
conducted, and 
monitoring/oversight measures 
will be put in place. 

Overall Inherent Risk   High  

Project Risk     

1. Implementing Entities 
themselves do not have 
adequate financial 
management systems 
and controls. 

High Likely High Clear and comprehensive FM 
systems will be put in place, to 
be adopted project-wide, and 
supported by training as well as 
monitoring and oversight. 

2. Funds Flow – 
proposed Imprest 
arrangements for the 
project mean that 
implementing agencies’ 
Sub-accounts’ funding 
is reliant on overall 
Imprest Account 
reporting/ 
replenishments by 
DOI/Ministry of Finance 
(MOF). 

Substantial Possible Moderate DOI/MOF will ensure that 
Imprest Account replenishments 
are made on a regular basis 
(ideally, monthly) - and correctly 
to ensure no delays in 
processing - to ensure regular 
availability of Imprest Account 
funds for onward flow to Sub-
accounts. Monitoring/oversight 
measures will be put in place. 
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3.1 Staffing – 
Government of Lao 
PDR (GOL) do not 
make sufficient staff 
available for the project, 
thus hindering project 
progress. (Note 1) 

Substantial  Likely High The need for adequate staff to 
be a condition for project 
signing. The financing 
agreement and project 
administration manual (PAM) 
will clearly define the staffing 
requirement and that all day-to-
day staff relating to project 
implementation are made 
available and paid for by GOL.  
Project monitoring measures will 
be put in place to confirm 
sufficient staff availability. 
The Project will support 
additional training to build 
capacity as required. 

3.2 Staffing – following 
3.1, above, shortages in 
GOL-paid staff are 
covered through project-
paid consultants, thus 
hindering long-term 
capacity building. (Note 
1) 

High Likely High Capacity building measures will 
be put in place, to build long 
term capacity of GOL staff; 
Consultants terms of reference 
(TORs) will preclude day-to-day 
implementation activities. 
Management of implementing 
agencies will be encouraged to 
support this approach. 

3.3 Staffing – following 
3.2, above, other 
development partners 
within the wider 
SRIWMP agree to cover 
shortages in GOL-paid 
staff through project-
paid consultants, thus 
undermining the overall 
approach to build 
capacity of GOL staff. 
(Note 1) 

High Likely High ADB will agree with other 
SRIWMP development partners 
on the need to maintain a 
consistent approach in order to 
build capacity of GOL staff. 

3.4 Staffing – there is a 
lack of projects’ FM 
technical capacity of 
GOL staff in the 
implementing agencies 
(despite the history of 
other projects), with the 
resultant inability for the 
project to effectively 
carry out accounting 
and financial reporting 
functions. (Note 1) 

High Likely High Project will provide clear TOR 
for all GOL staff and consultant 
positions, clearly delineating 
between implementation, 
training and oversight activities. 
FM consultants for the project 
will be based in DOI, but will 
support the provinces, and focus 
on systems, training and 
mentoring of GOL FM project 
staff, and monitoring.  
Standardized FM systems and 
procedures (not only for the 
project, but for all ADB projects 
in DOI) are proposed and will be 
used as the basis for 
institutionalized capacity 
building for GOL in the 
implementing agencies.  
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A project governance unit will be 
established in DOI to support 
this institutionalization, whereby 
the FM of multiple projects in 
DOI may be managed in a clear 
and consistent way. 

4.1 Accounting Policies 
and Procedures – there 
are no comprehensive, 
clear and consistent FM 
systems and 
procedures for ADB 
projects, resulting in ad 
hoc, inconsistent and 
inefficient approaches 
being taken, and 
hindering effective 
capacity building of 
GOL staff. 

High Likely High Comprehensive and 
standardized FM systems and 
procedures will be developed for 
all ADB projects in DOI; these 
may be used as the basis for 
adapting to the specific 
requirements for the project 
upon start up and 
institutionalized within DOI to 
support the building of capacity. 
FM consultants to be engaged 
for this.  

4.2 Accounting Policies 
and Procedures - 
following 4.1, above, 
there is not an 
acceptable and 
computerized 
accounting system in 
place, using a sound 
and internationally 
acceptable accounting 
basis, resulting in the 
basis for reporting not 
being sound. 

High Likely High As part of 4.1, above, the FM 
systems and procedures will 
include arrangements for an 
acceptable and computerized 
accounting system, for all GOL 
staff to be trained in, in a 
consistent approach. If feasible, 
this will be aligned and 
coordinated with the public 
sector systems. 

4.3 Accounting Policies 
and Procedures – 
following 4.1, above, the 
procedures regarding 
conflicts of interest are 
not clear, resulting in 
reduced accountability. 

High Likely High As part of 4.1, above, the 
standardized Financial 
Management Manual (FMM) will 
include procedures regarding 
conflicts of interest, in 
accordance with international 
standards. 

4.4 Accounting Policies 
and Procedures – if the 
project financing is in 
Special Drawing Rights 
(SDR), there is a foreign 
exchange risk, based on 
budgeting and reporting 
in US$.  

Moderate Possible Moderate As part of 4.1, above, the 
standardized FMM will include 
procedures for monitoring 
foreign exchange risks, so that 
action may be taken at an early 
stage. 

5. Internal Audit – there 
is a lack of effective 
internal auditing carried 
out by the implementing 
agencies, resulting in a 
lack of internal control 
and oversight for project 
operations. 

High Likely High The project will have 
comprehensive FM systems and 
procedures established at the 
start; monitoring/oversight 
arrangements will be put in 
place for the project. 
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6. External Audit – the 
DOI projects’ audits, 
and their reports 
(including the financial 
statements and 
associated disclosures), 
are not in accordance 
with international 
standards, resulting in 
audit reports not being 
presented fairly and 
consistently across all 
projects, and potentially 
resulting in not 
identifying all 
management issues. 

High Likely High The project will engage a private 
audit firm to conduct the annual 
audits. 
 

7. Reporting and 
Monitoring (including 
Information Systems) – 
in the accounting 
systems for other 
projects, there has been 
an incomplete capture 
of project management 
information, resulting in 
a lack of sufficient 
project management 
information/tools in 
project reporting. 

High Likely High The FM systems and 
procedures for the project will be 
developed so that a complete 
project financial management 
information system is included. 
It is proposed under the 
decentralized approach that all 
IAs and the EA will have a 
cloud-based information system 
that would be accessible to 
Ministry of Agriculture and 
Forestry (MAF), MOF and ADB 
for reviewing and updating 
project performance. 
The integration of financial 
information into project 
management information 
systems is required. 

Overall Project Risk   High  

Overall (Combined) 
Risk 

  High  

Notes: Points 3.1 to 3.4, above, relate to FM staff but may be equally applied to staffing for other positions. 

 

These are further explained as follows: 
 
(i) Financial governance issues within the entities have been highlighted through the entities’ 

external audit reports, lack of effective internal audit, and through the consultations 
undertaken as part of the FMA questionnaire process. To ensure that these entity-based 
issues do not transition into project issues requires sound oversight measures, as well as 
support (such as development of standardized systems and procedures and training 
thereof). The PGT in DOI has responsibility for ensuring compliance, transparency and 
accountability levels are maintained. 

(ii) The potential lack of GoL staff applies for all positions1, but this assessment focuses on 
the FM positions. The possible issues for FM staffing have arisen based on consultations 
and reviews of other projects. It is recommended that a clear and consistent approach is 

                                                
1 It applies for all positions within project management and administration in large part due to the incentives created by 

past ODA projects through the use of contracted staff or consultants 
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followed - that all day-to-day project implementation staffing is GoL paid. Project-paid 
consultants should be provided for training/support, and monitoring/oversight. All 
development partners need to follow this consistently, in order to break the current cycle 
where FM consultants do most of the day-to-day work. 

(iii) The lack of technical projects’ FM capacity within GoL will not change while FM 
consultants do the work, and while each project follows different arrangements (even for 
the same development partner). The entities’ management needs to ensure that GoL staff 
carry out the FM tasks, supported by systems and procedures and training/support, with 
monitoring and oversight and within a structure that is geared to the entities being able to 
manage multiple projects in a consistent way.  

The fund flow model for the decentralized implementation is not fully decentralized (where each 
implementing agency has their own Imprest Account where they report and replenish directly with 
ADB {with review and oversight signatories}).  
 
The proposed model provides limited decentralization, within the current ADB and GoL 
frameworks, extending arrangements being practiced, where the implementing agencies will have 
a sub-account whilst the MOF holds and manages the project Imprest Account.  
 
Given that the forecasted payments from the sub-account arrangements is relatively modest, this 
limited decentralization approach is feasible, with the only risk to provincial IAs outside of their 
control being that imprest funding for the sub-accounts may be delayed - if the Imprest Account 
reporting and replenishments are not made timely and correctly by DOI/MOF. Otherwise, it is 
expected that each provincial project implementing team (PPIT) will manage all or most of its 
payments under the imprest arrangements. 
 
In future, where the level of payments to be made through the imprest arrangements for one IA 
can support a sufficiently high enough imprest ceiling, it is considered that the fully decentralized 
fund flow model should be adopted. 
 
Most of the payments are expected to be managed under large works contracts, made through 
ADB Direct Payments; each IA will manage their respective contracts, and will initiate the Direct 
Payments Withdrawal Applications, for review and oversight signatories. This approach supports 
the decentralized implementation. 
 
 
  



 

 

I. SPECIAL FEATURES 

1. The recommended FM arrangements for the SRIWMP have the following special 
features: 

(i) Supporting a decentralized project implementation approach. This approach will 
speed up project implementation and build capacity and buy-in at provincial level. 

(ii) Moving from a project to a program approach, with the intention that the FM 
arrangements for SRIWMP will be upscaled, to cover all ADB-funded productive rural 
infrastructure (PRI) projects. This will allow for the standardization of financial 
management (FM) policies, systems and procedures, which will support FM capacity 
building of Government of LAO PDR (GOL) staff. 
 

2. The recommended FM system for SRIWMP is designed with the above in mind, with 
a view to addressing the systemic issues that have characterized the ongoing ADB-funded 
irrigation projects. These issues are described below. 

II. INTRODUCTION 

3. This Financial Management Assessment (FMA; “the assessment”) was prepared in 
accordance with the Asian Development Bank’s (ADB’s) Financial Management Technical 
Guidance Note for Financial Management Assessment (May 2015), as part of the preparation for 
the SRIWMP.  

4. The assessment was undertaken during the period May to June 2018 by the 
Transaction Technical Assistance (ADB TRTA 9323 LAO), as follows: 

(i) The assessment reviewed the ADB Country Partnership Strategy (CPS) for Lao 
PDR for 2017-2020 (see Section III below). The Country Financial Accountability 
Assessment (2002) was not reviewed, as this was considered to be too out of date. 
Other ADB projects’ Project Administration Manuals (PAMs) were reviewed – for 
the GMS Flood and Drought Management and Mitigation Project (FDM), managed 
by the Department of Irrigation (DOI), dated 2012, and for more recent examples, 
the Additional Financing for the Northern Rural Infrastructure Development Sector 
Project (NRI; April 2017), the Second Strengthening Higher Education Project 
(September 2016) and the Second Strengthening Technical and Vocational 
Education and Training Project (September 2016). 
 

(ii) The assessment also uses: 
(a) The five completed ADB FMA questionnaires relating to DOI and one for 

each of the four northern provinces (FNP) Provincial Agriculture and 
Forestry Offices (PAFOs). These five entities will be the Implementing 
Agencies (IAs) for SRIWMP, and the Ministry of Agriculture and Forestry 
(MAF) will be the Executing Agency (EA); and 

(b) Other consultations with DOI, Ministry of Finance (MOF), ADB Lao PDR 
Resident Mission (LRM), the FNP PAFOs, and the staff and consultants 
involved with ongoing projects and the TRTA team. 
 

(iii) The assessment and the FMA questionnaires were completed in the context of: 
(a) The respective entity’s financial and administrative management of their 

own entity; and  
(b) The specific FM experience of each of the five entities as an IA for other 

externally financed projects. There are three other ongoing ADB-funded 
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irrigation projects with DOI/MAF as the EA - (FDM, NRI and the East-West 
Economic Corridor Project {EWEC}). The lessons from these assists in 
determining the capacity of each of the five entities to implement and 
manage SRIWMP. One of the advantages of this approach is that unlike 
past assessments a cumulative effect of all projects within DOI can be 
understood. The assessment of the entities’ own financial and 
administrative management provides a backdrop to potential management 
issues for SRIWMP, in order that the potential risks may be analyzed and 
managed, with sound mitigation measures established for SRIWMP. 
Similarly, the assessment of the entities’ experience with other externally-
financed projects enables management risks to be analyzed and managed, 
and also enables an assessment of the detailed FM systems and 
procedures in place for each of the other projects, such that a more 
systematic and consistent approach may be taken for SRIWMP (and for 
other projects managed by the five entities). 
 

(iv) The proposed management roles and responsibilities of the five entities in the 
implementation and management of SRIWMP are shown in Table 1, below. A key 
objective of SRIWMP is to decentralize the implementation and management, such 
that each provincial IA is responsible for implementation and supporting 
administration of all SRIWMP activities in their province – this is in contrast to the 
existing portfolio of ADB that relies on a more centralized project administration 
and management structure. The role of DOI will be (i) to conduct procurement of 
project wide services for certain activities (for example, service providers for social 
impact assessment, resettlement and land acquisition planning, preparation of 
Initial Environmental Examinations (IEEs) and Environmental Management Plans 
(EMPs) for additional subprojects using indefinite service provision contracts, and 
a translation service provider to support the production of English language reports 
based on the Lao versions produced in each province; and (ii) in providing 
governance oversight through supporting coordination, capacity building of 
provincial agency staff, consolidation of financial and progress reporting, and other 
oversight for SRIWMP. 
 
Table 1: Management Roles and Responsibilities for SRIWMP 

Project Organization  Management Roles and Responsibilities 

Executing Agency (EA) - Ministry 
Agriculture and Forestry (MAF) 

• Overall responsibility for all aspects of project 
implementation. 

National Steering Committee (NSC) • The EA will constitute a national steering committee with 
representatives of MAF, Vice Governor of Participating 
Provinces (4), MoF, Ministry of Planning and Investment 
(MPI), Ministry of Natural Resources and Environment 
(MoNRE). 

• Provide guidance to the IAs and EAs in terms of project 
scope of work, expected performance standards, remedial 
action,  

• Provide guidance to the EA, IAs on overcoming 
administrative bottlenecks 

• Ratify annual work plans  
• Confirm annual performance  
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Project Organization  Management Roles and Responsibilities 

MAF’s Department of Irrigation 
(DOI) - Implementing Agency (IA) 

• Support and operate the Program Governance Team 
(PGT) 

• Technical review of engineering designs 
• Provide technical support on irrigation technical and 

institutional issues 

MAF’s Department of Planning and 
Finance (DOPF) 

Backstop Capacity Support and Compliance Systems 
• Define and validate the project management systems to be 

applied across the project to ensure GoL and ADB 
requirements are met. 

• Work with PGT to define the program code of conduct, 
project management procedure manual, and the 
supporting templates, guidelines for planning, budgeting, 
financial accounts, disbursement, procurement, contract 
management, reporting, safeguards and audit. 

• Ensure the PGT establishes a cloud base MIS that 
operates at each province, DOI with online access for 
Finance and Planning, and ADB 

• Undertake monthly online verification that the Monitoring 
Information Systems are being maintained 

• Verify all subproject draft procurement documentation 
prior to be submitted to ADB or publicly advertised 

• Verify all proposal evaluations to ensure transparent 
decision making prior to contract award for the first 
subproject procurement contracts and ex-poste thereafter 

• Provide a verification record that reports all the Finance 
and Planning verification activities, findings and remedial 
actions agreed with the PGT. 

• Act as the clearing house of financial records provided by 
the PGT to be submitted to the MOF (for payment) and to 
ADB to ensure quality control and completeness of 
documentation.  

• Undertake a quality control and verification of the quarterly 
and annual reports that will have a document quality 
control procedure and sign off page 

DOI’s Program Governance Team - 
PGT 

Program Wide Support to Provincial Project 
Implementation and Administration  

• Established by MAF in Vientiane to be led by Program 
Director and supported by 4 Deputy Directors – 
recommendation for these to be sourced from DoI for 
technical role and from Finance and Planning for Systems 
role  

• Overall program management and coordination of 
separate project investment within the program 

• PGT to define the program code of conduct including 
accountability of individuals, authority and levels of 
delegated authority, jurisdiction and mandate limits. 

• Produce a project management procedure manual, and 
the supporting templates, guidelines for planning, 
budgeting, financial accounts, disbursement, 
procurement, contract management, reporting, 
safeguards and audit 

• Establishment of a set of standardized templates and 
project administration and management templates to be 
applied by all PPITs. The templates will cover government 
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Project Organization  Management Roles and Responsibilities 

and development partner requirements for work planning, 
financial management, contracting and contract 
management, disbursement and auditing, 

• Technical support for setting up project management 
systems and templates in the Provincial project 
management units and the required capability to operate 
these systems 

• Establish and maintain a cloud-based program 
management information system (MIS) based on 
templates with modules established for each provincial 
project management unit, the program governance team, 
program implementation consultants or contractors 

• Provide integration of individual provincial MIS records 
within each project / loan fund to enable reporting to 
development partners and government as required 

• Provide MIS access for development partner viewing at all 
levels of the Program MIS system 

• Select and contract project implementation consultants 
that will be stationed at an agreed station 

• Establish a program governance subaccount  
• Prepare and seek approval from the EA annual work plan 

and budget for the (i) consolidated program team  
• Assist each provincial project management unit establish 

subaccounts 
• Prepare quarterly and annual consolidated reports for the 

program 
• Contract annual audits of provincial project accounts and 

program accounts as required by government and 
development partner loan / grant agreements 

• Train and mentor the PPITs in project management and 
administration systems to ensure compliance for the entry 
and exit/completion of project activities 

• Mentor procurement staff in the PPITs and provide 
technical support to ensure the timely completion of 
contracting and operate an internship program for 
provincial staff 

• Monitor PPIT procurement procedures to ensure quality 
and compliance of procedures, selection procedures and 
contract awards, provide onsite technical support for the 
first set of works procurement from Expressions of Interest 
(EOI), request for proposals (RFP) and contract award 
processes. Subsequent procurement cycles are to be 
mentored and supported should they (i) deviate from 
required protocols, (ii) are delayed by more than 4 weeks.  

• The PGT will provide a procurement internship with at least 
3 interns supported for a minimum of 10 months per year 
to build the pool of expertise to support the PPIT going 
forward 

• Contract program wide service providers for (i) social 
impact assessment survey as input to feasibility studies, 
(ii) resettlement and land acquisition field survey teams 
and land acquisition and resettlement plans (LARP) 
preparation, (iii) subproject Initial Environmental 
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Project Organization  Management Roles and Responsibilities 

Examination (IEE) preparation using an indefinite supply 
contract 

• Establish a commercial translation service provider / s on 
an indefinite service provision contract to provide 
translation services for all provincial implementation teams 

• Assist in the PPITs contracting of construction supervision  
• Ensure safeguard frameworks are being applied in the 

design of subprojects with each safeguard plan ie the 
Resettlement and Ethnic Minority Plan (REMDP) and 
Environment Management Plan (EMP)/IEE at the 
subproject level to be reviewed and commented on within 
30 working days 

• Monitor the safeguard implementation of the REMDP and 
EMP/IEE during subproject implementation 

• Provide technical support for irrigation design processes 
where needed 

• Ensure that fish passage expertise is accessible to all 
Provincial Irrigation Section (PIS) Design teams 

• Consolidate, review and submit supporting documentation 
for the submission of withdrawal applications to ADB by 
MOF 

• Facilitate the development of provincial contractor 
awareness and capability 

• Support the provincial project management unit to support 
the development of Water User Groups (WUG)/Water 
User Associations (WUA) capability to be involved in 
contracting of small works in the command areas including 
establishment of the required financial management and 
accounting systems 

• Detailed engineering designs for subproject works will be 
reviewed by the DOI design and survey staff for works on 
large irrigation schemes (2,000ha)  

• Will ensure that all subproject detailed engineering design 
(DED) include a first step that include confirmation of dry 
season water availability for a minimum of 25% of the wet 
season command area and that the social environmental 
safeguard screening confirmed category B under ADB 
safeguard provisions. 

• Monitor program implementation progress, support 
remedial actions to maintain implementation progress at 
the provincial project management units 

• Provide Secretariat support to the NSC. 

Provincial Steering Committee 
(PSC) 

Each Participating Province will establish a PSC chaired by the 
Vice Governor, Participating District Governors, Director-
Generals PAFO, Finance, Planning and Investment, Provincial 
Office of Natural Resources and Environment (PONRE) 

• Review annual work plans and provide guidance on 
project scope, performance standards 

• Identify and address administrative bottlenecks and 
ensure approvals of official documents and budgets etc. 
are provided in a timely manner 

• Ensure project progress achieves the planned progress 
and provide instruction and guidance to the IAs to address 
slow implementation, or inappropriate quality of works 
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Project Organization  Management Roles and Responsibilities 

• Ratify subproject designs and expected investment costs  
• Form a Provincial Procurement Committee under the 

Chairmanship of the Vice Governor, District Governors, 
D_G of PAFO (Standing Member)  

• Ensure the procurement committee meets on a timely 
basis and supports the efficient processing within the 
procurement selection processes 

PAFO’s PPIT  Each provincial government will form a PPIT under the 
Provincial PAFO. The Project implementation team will be led 
by a Deputy Director General (PAFO) who will utilize a work 
planning and implementation program that uses staff from the 
range of functional units within PAFO. 

• Establishment of the project administration and 
management staffing  

• Establish a cloud-based management information systems 
• Establish operational systems with staff assigned and with 

the capacity to maintain the project administration and 
management systems 

• Establish a project subaccount  
• Prepare annual work plan and budgets with support 

contract award and disbursement projections submit to 
Director General PAFO for approval 

• In accordance with the provisions of the PAM Request for 
subaccount balance to be transferred from the MoF 

• Project financial management and accounts including 
establishing the agreed accounting software, establishing 
the chart of accounts and supporting ledgers, 
disbursement requests from the subaccount 

• Establish and maintain subproject monitoring and impact 
assessment using the RSP irrigation modernization as a 
wider learning site  

• Coordinate the ADB financed activities and integrate these 
with the activities of International Fund for Agriculture 
Development (IFAD) and GIZ/GCF program 

• Provide quarterly and annual reports according to the 
templates specified by the PGT 

• Conduct awareness and training to potential works and 
service providers with support of the DOPF and the PGT 

• Support the provincial procurement program through the 
development of documentation for agreed packages and 
provide to the procurement committee. Including 
procurement documentation (in Laos for shopping and 
OCB packages) and submit to DOPF (MAF) 

• Prepare bid evaluation reports (in English for all packages)  

Each PAFO will identify implementation focal points in 
Department of Agriculture Land Management (DALAM) and 
Department of Finance (DOF) to be seconded into the Project 
Management structure to support activities relating to land use 
planning, catchment management and land registration 
administration.  

 
For the Representative Subproject (RSP)  
• Obtain final approval from Director General – PAFO in 

accordance with the Irrigation Law 2014 - (Article 38) 



7 
 

 

Project Organization  Management Roles and Responsibilities 

• With support of the PGT identify local contractors and 
conduct awareness and capacity building programs to 
increase the inclusiveness of local contracting companies 

• Complete land acquisition and compensation program as 
per the REGDP  

• Work closely with the District Agriculture and Forestry 
Office (DAFO) staff for district level coordination of project 
activities 

• Provide active contract management during 
implementation and working with contract supervisors 

• Ensure implementation of the EMP 
• Ensure implementation of the REGDP action plan 
• Safeguard monitoring as per the LARP and REGDP 

subproject documents 
• On project completion as confirmed by the construction 

supervision consultant (PGT) the Project Director (PAFO) 
shall conduct a site inspection in accordance with the 
Public Work and Irrigation Law. On confirmation of 
contract completion, the PAFO will transfer the operation 
and maintenance (O&M) of the asset to the WUG 

 
For Additional Subprojects 
• Complete the design and feasibility assessment of 

proposed subprojects according to the provisions of the 
PAM and including detailed engineering design by PIS 
design and survey teams, the preparation of safeguards – 
social and environment according to the provisions of 
REGDPF and EARF 

• Obtain final approval from Director General – PAFO in 
accordance with the Irrigation Law 2014 (Article 38) 

• With support of the PGT identify local contractors and 
conduct awareness and capacity building programs to 
increase the inclusiveness of local contracting companies 

• Under the supervision of the PGT conduct EOI, RFP, 
proposal review and assessment, contract award for works 
contracts 

• Complete land acquisition and compensation program as 
per the REGDP  

• Work closely with the DAFO staff for district level 
coordination of project activities 

• Provide active contract management during 
implementation and working with contract supervisors 

• Ensure implementation of the EMP 
• Ensure implementation of the REGDP action plan 
• Safeguard monitoring as per the LARP and REGDP 

subproject documents 
• On project completion as confirmed by the construction 

supervision consultant (Program Governance Team) the 
Project Director (PAFO) shall conduct a site inspection in 
accordance with the Public Work and Irrigation Law. On 
confirmation of contract completion, the PAFO will transfer 
the operation and maintenance of the asset to the WUGs 

For WUGs 
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Project Organization  Management Roles and Responsibilities 

• Provide awareness and capacity building on project 
activities, water user group implementation roles and 
procurement modalities 

• Monitor and mentor water user group contracting of in-
command area works  

• Support WUG financial management systems and 
payment requests to ADB for direct payment through the 
MoF project account 

Provincial Department of Natural 
Resources – Land Registration 
Department 

• Conduct land registration 
• Issue land title and demarcation  
• Review and approve additional subproject IEEs 

MAF’s DALAM • Agricultural land use planning guidelines and verification 
• For Xieng Khuong subprojects mobilize the Provincial 

Participatory Land Use Plan (PLUP) team to update and 
complete land use plans including a clear set of prioritized 
and costs actions  

Provincial DALAM Section under 
PAFO and DAFO 

• Agricultural land registration survey  
• Consultation of land users in command areas  
• Land registration proposal for agricultural land  

Department of Forestry - MAF • Forest Land Use Guidelines and quality verification  
•  

PAFO/DAFO (Provincial Forest 
Section) 

• Forest Land use zonation and survey demarcation  
• Supervision of forestry activities funded by ADB 
• Participate in land use planning processes as required 

 
5. The FM oversight role is emphasized to ensure that the lack of experience of the FNP 
PAFOs is well-managed, bearing in mind the findings from the assessment. DOI will play a lead 
role in providing oversight, given their detailed knowledge of the SRIWMP activities. There will be 
a shift in role for central agencies that have had more of a role in implementation in previous 
projects but will now be more focused on oversight. The assessment has been conducted in this 
context. 

6. Section IV Project Financial Management System firstly summarizes the context, 
given the current public sector situation for the five entities and the current experience of other 
externally financed projects, based on the FMA questionnaires and other consultations; this is 
followed by a summary of the strengths and weaknesses of the current situation, then the 
proposed financial management systems for SRIWMP. 

7. The list of questionnaires completed, and other consultations undertaken is given in 
Annex 1, followed by the completed questionnaires and notes of the discussion points during the 
consultations. 

8. Until 2016, the fiscal year (FY) of Lao PDR ended on 30 September. From 2017, the 

FY has changed to 31 December.   

III. BRIEF PROJECT DESCRIPTION 

9. The proposed SRIWMP will increase the profitability of the agriculture, natural 
resources and rural development sector by enhancing sustainable, market oriented agricultural 
production together with natural resources management. SRIWMP will: (i) upgrade selected 
productive rural infrastructure (PRI) schemes to be climate resilient, efficient, and sustainable; (ii) 



9 
 

 

improve land use management within the PRI scheme watersheds and command areas; and (iii) 
improve institutional arrangements and capacity for good agriculture practices and sustainable 
watershed management. 

10. SRIWMP will be implemented in four provinces – Houaphan, Louangphabang, 
Xaignabouli and Xiangkhouang. ADB has allocated a total of US$ 35 million, with US$ 30 million 
of Concessional Ordinary Capital Resources Loan (COL) financing and US$ 5 million from the 
Disaster Relief Fund. An additional Euro 4 million will be cofinanced from the European Union’s 
nutrition and food security program that will be managed directly by ADB. 

11. Additional parallel cofinancing is provided by the Green Climate Fund under the 
management of GIZ for implementing Output 2 in three of the four provinces, with Output 2 in 
Xiangkhouang being financed by the ADB COL resources. A further parallel cofinancing will be 
managed by IFAD for the support of WUGs and irrigated farmers under Output 3. All parallel 
cofinancing remains at the proposal stage and each will operate under their own financing 
agreement with the Government of Lao PDR (GOL). 

IV. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

12. The CPS for Lao PDR for 2017-2020 highlighted a number of concerns, mainly 
related to public sector management and slow implementation of ADB-financed projects. The 
points noted were as follows: 

(i) As at 31 December 2016, there were a total of 32 loans and ADF grants, with total 
financing of US$ 853 million; the Disbursement ratio was 13.73%. 

(ii) Lao PDR must improve public sector management to enhance the quality and 
coverage of public services. 

(iii) Inefficient public sector management, with the delegation of responsibilities and 
financial resources to the subnational level needing to be improved.  

(iv) Country cost- sharing ceiling for the portfolio of loans, grants, and TA will be set at 
99%. For individual projects, financing will be up to 99% of the total project cost, 
including taxes and duties.  

(v) The CPS will help strengthen country systems to improve portfolio performance, 
including project and procurement readiness. ADB will (i) scale up TA support to 
strengthen the legal framework for procurement and financial management, (ii) 
build capacity to improve procurement oversight and financial management. 
 

13. The FM assessment supports the CPS analysis, with the issues / recommendations 
representative of the FMA findings for the five entities and the ongoing projects. 

14. There are two key issues, where strategies need to be adapted in order to address 
these issues: 

(i) Over-centralized financial administration of projects, which can very often lead to 
slower project implementation, even if providing a stronger oversight; and  

(ii) Lack of standardized systems and procedures, which can then be used as a basis 
for building FM capacity for GOL staff – this applies not to just one project, but in 
situations where multiple projects are being managed. Building capacity is easier 
and more effective with well-documented and standardized systems and 
procedures. 
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V. PROJECT FINANCIAL MANAGEMENT SYSTEM 

A. CONTEXT 

15. Key observations from the assessment, in terms of FM for the entities themselves 
are: 

(i) There are financial governance issues, as noted in the entity audit reports, coupled 
with lack of effective internal audit. Details are given below. 

(ii) Centralized funding arrangements, except in Houaphan. In the other three 
provinces, and in DOI, they do not have a bank account for their own entity 
operations – for the other three provinces, most of the payments are made by the 
Finance and Budget Division with only the small payments being directly made by 
the entities through the use of Cash Advances. 

(iii) Simple (Excel-based) accounting and financial reporting systems. 
(iv) Lack of staff understanding on other finance and administrative requirements, for 

example asset inventory management and contract management procedures. 
(v) Within PAFO Finance Section there is no clarity about external projects and their 

financial management systems and procedures. The role of the Division is not 
always clear especially when external financial management consultants are 
implementing these arrangements. 
 

16. The five entities have limited experience in implementing externally financed projects. 
DOI has experience with three ongoing ADB-funded projects; the reported experience of the four 
PAFOs in ADB-funded projects is more limited and mostly historical.2 Three of the four provinces 
are currently implementing ADB projects through their PAFO offices but within a devolved project 
management modality.  

17. All PAFOs have experience with other externally financed projects however the 
financial management roles within these has been limited through centralized implementation 
arrangements. The apparent disconnect and knowledge of the existing ADB project within PAFO 
is a significant consequence reflecting the use of non-GOL staff.  

18. Key observations from the assessment, in terms of projects’ FM, in respect of 
personnel and capacity, accounting policies and procedures, internal control, financial reporting, 
and audit are explained in the following paragraphs. 

19. FM Personnel and Capacity. The situation in DOI and in the four PAFOs is as 
follows: 

(i) In DOI, for FDM, EWEC and NRI there is almost a total reliance on national FM 
consultants paid by the project. For FDM, the Project Administration Manual (PAM) 
provided for 4 person-months of national FM consultancy, with the GOL 
contribution for the project being in the form of government staff assigned to the 
project. The actual situation is that there has been a national FM consultant 
working full-time for most of the project’s lifetime (since 2013), having only recently 
moved on to a part-time basis as the project starts to wind down. There is a GOL 
Finance Department staff member who maintains the NPCO cash book and 
provides some other support to the FM consultant, and there is a GOL Finance 
Department staff member who is assigned 80% to FDM as Project Chief 

                                                
2 In discussions with PAFOs in Louangphabang and Houaphan, as part of completing the FMA questionnaires, the 

PAFOs were unaware of the ongoing ADB Livestock Project implemented by PAFO in each of the Provinces.  
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Accountant but is not involved in any of the accounting and financial report 
preparation – these tasks are carried out by the FM consultant. 

(ii) There are three other GOL FM staff assigned to FDM, including one DOI Finance 
Department staff member assigned as FDM Chief Accountant. Another one of the 
three maintains the sub-account cashbook (in Excel) for the National Project 
Coordination Office (NPCO), which is quite a minor task; this sub-account 
previously had a ceiling of US$20,000 but has recently been increased to 
US$50,000. The FDM Chief Accountant advised that he is assigned 80% to FDM 
– in reality it is not feasible for him to spend 80% of his time on FDM. It is unrealistic 
to expect senior staff of the entity to be assigned to the projects at such a level – 
they have other tasks within the entity, and in any case, the day-to-day FM 
implementation tasks are at a more junior level. The senior finance staff of the 
entity should be assigned for less time, and in an oversight role, while slightly more 
junior finance staff are assigned (and trained) on the day-to-day FM 
implementation. 

(iii) For EWEC, there are two FM positions – one is another DOI Administration staff 
member assigned as EWEC Chief Accountant and the other is a national FM 
consultant. Similar to FDM, the FM consultant has worked full-time for most of the 
project’s lifetime (since 2013), and has recently moved on to a part-time basis.  

(iv) For NRI, there are three FM positions – all paid by the project. 
(v) In DOI, there are only five persons assigned to the Finance Department, and not 

all of those persons have an accounting background when assigned. 
(vi) In the FNP PAFOs, there is a general reliance on project-paid consultants, 

although this is not the case everywhere. In Houaphan, the FM work for two 
projects (albeit with not such complex functions) is being carried out by two 
members of the PAFO’s (GOL-paid) Finance Department staff (one project each).  

(vii) Against this, the numbers of qualified/experienced FM staff in the PAFOs is small; 
in Houaphan, there is one accounting staff member assigned to each section under 
the Agriculture Department, but they do not have a background in finance, 
accounting etc. 

(viii) Overall, in the PAFOs, the number of GOL-paid staff with a reasonable background 
in finance/accounting is limited, and the FM technical capacity for handling multiple 
projects (including large and/or complex projects), whilst existing to a certain level, 
is overall quite limited. 

 
20. FM Accounting Policies and Procedures. Key aspects of the current situation are 
as follows: 

1. GoL Framework 

21. There are a number of key documents that regulate the accounting policies and 
procedures from the perspective of GOL, as follows: 

(i) Document No. 2695/MOF, dated 1 November 2010, entitled “Decision on Official 
Development Assistance Financial Management Rules”. This provides a reference 
to ministries, equal ranking agencies, sectors and local authorities in nationwide 
unified management and application, and efficient implementation, of 
programs/projects. It provides guidelines and instructions for the overall 
management of funds of externally financed programs/projects. 

(ii) Document No. 2066/MOF, 25 June 2015. This provides guidelines and instructions 
for the detailed financial administration of GoL funding to its agencies (entities) and 
is applied for externally financed projects.  
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(iii) Labor Laws (2006). This includes a provision (Article 59) regarding conflicts of 
interest, although this requires further clarification in terms of applying current 
international best practice for conflicts of interest in relation to implementation of 
projects. 

(iv) GOL Accounting Law. This includes a provision that projects’ accounting software 
needs to be certified by MOF. 
 

2. ADB Framework 

22. The key documents that regulate the accounting policies and procedures for ADB-
financed projects, in agreement with GOL, are as follows: 

(i) The ADB’s Loan Disbursement Handbook (issued June 2017, and as may be 
updated from time to time), details the ADB’s disbursement policies and 
procedures, guiding projects in withdrawing loan proceeds from the loan account.3  

(ii) The Financing Agreement(s) between ADB and GOL provide the legal and 
operating framework for the project financing, and include the schedule of 
Disbursement Categories, that establish financing amounts and limits within which 
the project has to operate. 

(iii) The PAM provides the FM operating framework within which the project must 
operate – principally covering funds flow, disbursement, planning and budgeting, 
reporting, and audit. This is an integral part of the legal agreements between ADB 
and GOL. 
 

3. Current Situation 

23. All five entities currently use Excel as the basis for their accounting. Under the current 
GOL accounting and financial reporting arrangements for the five entities, there is little need for 
a double entry bookkeeping system. 

24. For projects in DOI and the FNP the current situation is characterized by ad hoc, 
incomplete, inefficient and inconsistent approaches for accounting, partly driven by each 
development partner and, and partly driven by individual approaches, for example by the various 
FM consultants. Examples of this include: 

(i) Mostly the projects use Excel; some projects have been using accounting software 
(APIS, Accpac, and a customized software from MS Access), however this is often 
duplicated in Excel and not used as an efficient “one system” approach. 

(ii) In conjunction with the above point, the projects are not using an acceptable 
double-entry bookkeeping system that captures all the project transactions. (FDM, 
in DOI, came closest to this with their APIS software, but were also duplicating this 
in Excel; also the capturing of expenditures was not detailed enough). 

(iii) Also in conjunction with the above two points, the chart of accounts (the accounting 
structure that will allow the capture of data in a format that can then be mapped 
through to financial reports that contain all the required information in the right 
format) is incomplete and unable to completely capture all the information, 
including an adequate financial management information system for project 
management purposes.  

(iv) There is a Financial Management Manual (FMM) used by some projects, which 
served a useful purpose, however in general the GOL staff did not have a holistic 

                                                
3 This covers loans and grants administered by ADB. 



13 
 

 

understanding of project accounting (and reporting) in the context of overall project 
management. 
 

25. Internal Control. From the PAFOs’ audit reports, and the fact that three of the PAFO’s do 
not have their own bank accounts, there are clearly some significant issues regarding financial 
governance. This is even though, during the questionnaire process, the responses from the 
entities’ staff to the individual questions indicated that internal control procedures were in place, 
for example independent checking of payments before final processing. At this stage, the DOI 
entity audit reports have not been made available raising additional concerns regarding fiduciary 
management, and transparency. 

26. For projects, the assessment’s review of the latest audit reports for the three ongoing 
DOI/ADB projects showed some relatively minor internal control findings, although for FDM there 
was a finding relating to overpayment of a contract. There were similar findings for the two audit 
exit discussion records reviewed at the provincial level – at this stage, the audit reports for the 
projects implemented in the FNP have not been reviewed.  

27. For the project operations at the four PAFOs, there were some internal control limitations 
in terms of segregation of duties, through various tasks of one small project being carried out by 
one person (for example, the PAFO Finance Department’s Cashier was also the Project 
Accountant for one small project in Houaphan). 

28. Financial Reporting. The entities use Excel for all their financial reporting. The reporting 
deadlines differed from entity to entity, although they all advised that they meet the deadlines. 
Given that four of the five entities only manage the funds for a small part of their financial 
obligations, the entity reporting functions are not complex. 

29. The projects have used a mix of Excel and various accounting software for their reporting, 
and overall this has not been used efficiently. In the provinces, the financial reporting 
requirements are aligned mostly with funding replenishments, rather than broader project 
management requirements. For the three ongoing DOI/ADB projects, the financial reporting is 
aligned with the quarterly progress reports – this is limited, for project management purposes, in 
terms of reporting only by Categories and Outputs (not by Activities) and not having the project 
financial information available more frequently than quarterly. 

30. Audit. The State Audit Organization (SAO) of Lao PDR has conducted the annual external 
audits for the five entities. The assessment includes a review of the latest audit reports for the 
four PAFOs, but not for DOI. The key findings are as follows: 

(i) The diversion of funds (income received that should be deposited to the treasury 
but was utilized for “other purposes” {as translated from the audit reports}) was a 
common occurrence. 

(ii) Most of the audit reports were up to date; however, for Xaignabouli province, the 
latest audit report provided was for Fiscal Year (FY) 2013-2014.  
 

31. For projects, SAO has conducted the annual external audits for the three ongoing 
DOI/ADB projects – the audit reports for the period ended 31 December 2016 were all dated June 
2017. For the current and recent projects in the FNPs, private audit firms have conducted the 
annual external audits.  

32. The latest external audit report for each of the three ongoing DOI/ADB projects did not 
present the Financial Statements (FS) in accordance with international standards, in terms of both 
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the FS itself and the accompanying notes that should provide key disclosures. The responsibility 
for the preparation of the projects’ FS and accompanying notes rests with the projects; in the case 
of FDM, the project presented very simple FS, and this was amended by SAO for inclusion in the 
audit report (albeit still not in accordance with international standards) – notwithstanding this, the 
external auditors should either (i) encourage the project to revise their FS and accompanying 
notes such that these comply with international standards (and in practice, this is what usually 
happens), or (ii) qualify the audit report accordingly. 

33. There is an internal audit department in each PAFO, although in three of the provinces 
they advised that the internal audit only provides a physical monitoring of activities. In Houaphan, 
the internal audit department is more organized, however, the assessment found the following: 

(i) The internal audit team members are not recruited based on basic qualifications 
and/or experience in commerce/accounting/audit. A number of the staff are 
longstanding, and they learn on-the-job.  

(ii) There are no structured audit systems and plans in place; the work plan is 
determined on a case-by-case basis. 

(iii) There is no pre-audit (of transactions before they are paid), only post-audit. 
(iv) Currently, they are not involved in any internal audit of projects. 

 
B. STRENGTHS AND WEAKNESSES 

34. In terms of existing capacity and systems that may be carried into SRIWMP, there are two 
positive points arising from the assessment: 

(i) For a few of the externally financed projects in the provinces, the provincial FM 
functions were being carried out by GOL staff, even though the FM functions at the 
provincial level for these projects were not so complex. 

(ii) For the three ongoing DOI/ADB projects, there are some elements of the FM 
systems and procedures that are working adequately – they are managing to 
ensure that funds flow reasonably well, and they are meeting minimum financial 
reporting requirements. 
 

35. This provides a minimum level of GOL FM capacity and project systems upon which to 
build, however the assessment shows that the overall capacity and systems are weak. The key 
weaknesses are summarized as follows: 

(i) Lack of DOI and PAFO experience in fund management. 
(ii) The use of different and inefficient accounting systems for projects, mostly based 

on Excel but with some duplicated use of accounting software. 
(iii) Different financial reporting systems being followed for projects - none of them 

being used efficiently and with none of the accounting systems providing a sound 
and consistent accounting basis for financial reporting. 

(iv) In conjunction with the above point, the incomplete capture of management 
information in the projects’ accounting system, leading to project financial reports 
that lack sufficient management information. 

(v) Lack of GOL staff knowledge of associated management systems and procedures, 
such as contract management and asset inventory management. 

(vi) Reliance on project-paid FM personnel – these may be termed as either 
“Consultants” or (in the case of NRI) “Incremental Staff”. The lines between these 
titles may get blurred, however the outcome is the same – limited or no capacity 
building for GOL staff. 

(vii) Lack of numbers of FM personnel in the entities, especially with a sufficient 
background in finance and accounting. The most problematic situation is in DOI, 
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where there are insufficient numbers of FM personnel to be able to manage 
(provide coordination, consolidation and oversight, as well as undertake limited 
activity implementation) multiple projects. 

(viii) Lack of internal controls and oversight within the entities. 
 

C. PROPOSED FINANCIAL MANAGEMENT SYSTEM FOR SRIWMP 

36. Key aspects of the proposed FM arrangements for SRIWMP are: 
(i) More responsibility at PAFO level, but with oversight arrangements (reviews, 

overall monitoring and Withdrawal Application signing at central level, as well as 
FM monitoring from consultants who will be based at the central level but will be 
working closely with the provincial staff). 

(ii) Standardized FM systems and procedures across all SRIWMP IAs – this will 
include an accounting system that is based on an acceptable double entry 
bookkeeping system, utilizing acceptable accounting software, and one that is set 
up to capture all required management information, resulting in financial reports 
that provide a useful management tool. Where feasible, the project systems will be 
aligned with the public sector systems. 

(iii) FM training for GOL FM staff for SRIWMP, to be provided prior to the project start 
up, and again at the start of actual implementation, in order that these systems 
and procedures may be used by GOL FM staff fully during SRIWMP 
implementation, and to have these systems and procedures institutionalized for 
projects (based specifically on the three ongoing DOI/ADB projects, although the 
standardized systems and procedures are scalable beyond this initial approach 
with the ADB-funded irrigation projects). There is a need for FM technical support 
during establishment and implementation of these new systems and procedures.  

(iv) External audits, including the presentation of the Financial Statements (FS) and 
other disclosures in the audit report, in accordance with international standards. 

(v) Fund flow arrangements that are acceptable to ADB and GOL, and provide a level 
of decentralization, with the use of sub-accounts in each province and in DOI. 
 

36. Under a decentralized approach, each province will be the main driver of its FM 
implementation to support its respective work program. There will be fewer risks related to delays 
that are not within their own control. This will result in ‘buy-in’ at provincial level. Oversight will be 
built into this approach. 

37. There is a strong emphasis and need to ensure capacity building of GOL staff at provincial 
and DOI level in FM systems and procedures for projects using standardized systems and 
procedures that should become institutionalized. This will break the current cycle where FM 
consultants do the work and the GOL staff never have the capacity.  

38. A critical milestone before confirming the decentralization is the need for the PAFO 
and Provincial Leadership, and DOI/MAF, to confirm the assignment of staff to the required 
roles prior to loan negotiations. Each IA has allocated staff to these roles along with additional 
staff being included in the TRTA training programs.  

39. The improved FM systems and procedures will provide management tools that can better 
support overall project management. 
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40. The detailed proposals in respect of personnel and capacity, accounting policies and 
procedures, internal control, financial reporting, and audit are explained in the following 
paragraphs. 

41. Personnel and Capacity. The cycle of the engagement of project-paid FM personnel has 
perpetuated the situation where the FM technical skills of GOL-paid staff is not being developed 
– this cycle needs to be broken. The key recommended strategies for breaking this cycle under 
SRIWMP are: 

(i) GoL (for each IA) needs to assign staff to manage the FM implementation for all 
externally financed projects, in sufficient numbers and with at least a basic 
background in finance and accounting. For SRIWMP, it is considered that two FM 
positions need to be filled in each PAFO – one full-time Accountant, from the start 
of SRIWMP, plus one full-time support person.  

(ii) At DOI, there will need to be two positions, although the role of DOI will be different 
to that of the PAFOs – DOI will need to manage their Governance program 
activities as well as providing coordination, consolidation and monitoring/oversight 
for the whole project. In addition to the specific FM positions, the senior staff will 
need to assign a limited amount of time in order to provide supervision and 
oversight. 

(iii) The senior management of the IAs need to ensure that the assigned FM staff 
actually carry out their project terms of reference. 
All project implementation staff positions will have salaries paid by GOL. Project-paid 
consultants should be engaged to provide technical assistance (training), support, and 
monitoring. FM consultants should not be based in any of the PAFOs; they should be based 

in DOI with travel to the provinces. If other development partners, as part of the wider 
SRIWMP, do not follow the same approach, then the proposed approach of ADB 
will be undermined, with the result that the objective of improving GOL staff 
capacity in FM will not be achieved. GOL financing of SRIWMP is limited to the 
salary cost of staff assigned to project roles. Project financed monitoring and 
evaluation and reporting during implementation will monitor and report actual 
inputs and costs versus the expected inputs including the inputs to be provided by 
GOL. 

(iv) The level of GOL staff positions made available for SRIWMP should be closely 
aligned with the TOR for the project’s FM requirements. Senior positions within 
each entity should be assigned for oversight tasks, while slightly more junior 
positions should be made available for the day-to-day FM tasks.  

(v) Training will be essential, given the overall lack of experience in managing large 
and complex projects, the current lack of experience with ADB procedures (in the 
provinces, and in DOI given that the main FM work for the three ongoing DOA/ADB 
projects has been carried out by project-paid consultants), and the lack of 
experience with accounting software. If funding other than that administered by 
ADB is included as part of the overall SRIWMP project, then the GOL staff will 
need to manage the whole project; certainly, the annual audit, with the project FS, 
will need to cover the whole project. It is also recommended that the interim 
reporting to ADB (and to other development partners), incorporates the complete 
project. 

(vi) Aside from the on-the-job FM training for SRIWMP, it is recommended that formal 
accounting training is also provided for some DOI and PAFO staff, through 
scholarships provided by SRIWMP. This will assist in addressing the general lack 
of accounting and training noted by the assessment, even for GOL staff assigned 
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to finance and accounting positions. This may be planned in more detail during the 
remainder of the TRTA.  

(vii) It is recommended that there are three FM consultants for SRIWMP: 
(a) One international position - to set up/fine-tune the detailed systems and 

procedures for SRIWMP at start up, to have these systems and procedures 
established (including the accounting software), to advise and oversee the 
training, and to intermittently monitor the overall FM implementation. 

(b) Two national positions – one as lead national FM consultant (to work with 
the international FM consultant on the systems and procedures 
establishment and organization of the trainings, and to lead the monitoring, 
follow up trainings and trouble-shooting), and one as support national FM 
consultant (to assist the lead national FM consultant, given that there are 
four provinces). 

(viii) TOR for the three FM consultant positions, and for the GOL staff (two per province 
and two at DOI) are given in Annex 2.  

(ix) The SRIWMP TRTA, as part of the readiness support, is proposing to support the 
development of standardized FM systems and procedures, together with project-
specific systems and procedures for SRIWMP, and initial capacity building. These 
systems will be trialed, adapted and tested using SRIWMP, and if the proposed 
program approach in the subsector is approved other subsector projects will be 
moved on to the same systems, with the organizational arrangements for 
managing multiple projects being put in place. SRIWMP FM consultants’ TOR may 
need to be adapted in line with progress under the above arrangements.  
 

42. Accounting Policies and Procedures. The accounting for the project will be at two 
levels. Each IA will have a financial statement whilst the PGT /.DOI will ensure a consolidated 
financial statement for the entire project is prepared. In line with the above paragraphs, there 
should be a comprehensive FMM for SRIWMP that is applied consistently across the project; this 
should cover all FM aspects, including policies, internal controls (including clear lines of authority 
and levels of delegation), funding and disbursements, accounting, reporting, financial monitoring 
and audit. Where applicable, GOL forms (for example, Payment Voucher) will be used.  

43. Other recommendations for SRIWMP are: 
(i) The capturing of data through the chart of accounts (CoA) should be organized as 

follows: 
(a) There should be one complete CoA that covers all five IAs, even if certain 

units do not need certain headings. 
(b) The CoA structure should be based on Outputs, Suboutputs (if necessary), 

and Activities (three levels within the CoA). Operationally, this is how the 
project will be managed, and this approach for the accounting and reporting 
structure will support improved project management. The term “Activity” is 
used broadly, for example, a contract for a FM consultant is an “Activity”, 
and the Activity headings in the CoA should be based on the Procurement 
Plan. 

(c) The Category structure should be kept as simple as possible; if there is 
more than one Category, these should be organized as far as possible such 
that one Category does not straddle more than one Output/Suboutput. 
Otherwise, the accounting becomes more complex than it should be, in 
circumstances where the projects’ FM capacity is low. 

(ii) There should be one accounting software utilized consistently across SRIWMP 
(and other DOI projects). The assessment included visits to two software suppliers 
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– APIS (being utilized to an extent by FDM in DOI) and Accpac (being utilized to 
an extent in Xaignabouli for a World Bank-funded project, and about to be taken 
up by EWEC in DOI). The key discussion points and findings from the visit to the 
APIS accounting software company were: 
(a) APIS gave a presentation of the accounting software they have developed 

for use by projects.4 This was based on the software developed for FDM 
(for use in DOI only) – without any actual data. APIS has been in business 
for more than 10 years and has developed accounting software for many 
projects. 

(b) The projects’ software developed by APIS already takes account of the 
specific types of transactions for projects, with interfaces already 
developed for data entry. It has also already customized some financial 
reports, as well as a contracts’ financial management report. It is 
considered that further review and customization would be necessary – for 
example, adapting the CoA and the reports to be able to provide a more 
comprehensive FMIS for SRIWMP (down to activity level and including 
budgets), but a lot has already been done. 

(c) They advised that it is possible to upload data from one or more sub-offices 
into the overall system at the central level. This would need further 
investigation; also, there is a need to consider how to approach this. 

(d) APIS advised that they do not have an overall certification from MoF 
but have obtained MoF certification on a case-by-case basis (for software 
for each specific project).5 

(e) The APIS software is Lao-based but has English translations; having the 
software Lao-based is an important consideration, especially for the 
provinces. The actual English translations would need to be reviewed so 
that, for example, the reports in English are of a sufficient English language 
standard – this is especially important for transaction descriptions that need 
to be included in Imprest Account replenishments.  

(iii) The key discussion points and findings from the visit to the Accpac (Sage) 
accounting software company were: 
(a) The company has been in operation for around 20 years, in Laos and 

Thailand. They are distributors of Accpac software (now known as “Sage”), 
and provide customizations, add-on modules and training. They have a lot 
of experience with World Bank projects – Disbursement and other FM 
arrangements for World Bank projects are very similar to ADB projects.  

(b) They made a presentation of the software, based on showing the 
customizations that can be made for projects. Overall, the level of 
customizations that may be done (mostly already done) make the Accpac 
software (plus the add-ons) very suitable for projects. 

(c) The customized financial reports look as if they could fit with SRIWMP (and 
other projects), and in any case these could be further customized as 
necessary, plus they could customize reports for contract financial 
management, fixed assets register, and SOEs (replenishments).  

(d) The Accpac software is in English only. The company has developed an 
add-on software in Lao language for the provinces – the figures (amounts, 
chart of accounts codes) are all in Roman script (which is understood in the 
provinces), but the descriptions are in Lao language. It means that when 

                                                
4 The main business of APIS is in developing accounting software for businesses. 
5 This was not corroborated by the discussions with MOF. 
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the provincial transactions are uploaded into the overall system at central 
level, there are some SOE transactions in English (from the central level) 
plus some in Lao (from the provincial level) – for the SOE, the Lao language 
descriptions need to be translated into English.  

(e) They advised that data may be uploaded from sub-offices to the head 
office, in order to consolidate the whole project’s transactions. This may be 
done online or through manual file uploading (eg through USB).  
 

44. Overall, APIS has a software solution that is already tailored for projects; the supplier of 
the Accpac software has developed solutions that will adapt the Accpac software to suit the 
projects – there are similarities in the way the reports have been customized and data entry 
interfaces have been developed. Both have attempted to consider the Lao/English requirements, 
and there are inherent issues in this in any case. Accpac is internationally recognized and has 
been formally certified by MOF for use with EWEC and may provide a more robust solution 
overall; however, either could work and it is recommended that further investigations and 
consultations are carried out before a final decision may be made and this moved forward. 

45. The detailed notes of the meetings with APIS and Accpac are given in Annex 1. 

46. A standardized FM records management system, including a system that provides a clear 
audit trail from financial reports to payment supporting documents, and vice versa, should be 
included in the FMM. 

47. For the PAFOs and DOI, the effectiveness of their contracts’ financial management is still 
unclear. With regard to the projects, FDM maintain the contracts’ financial records in Excel – this 
is acceptable, but a better solution for SRIWSM (and other projects) is to integrate this within the 
one main accounting software system, as this provides an automatic cross check between (i) 
project expenditures and (ii) contract payments (rather than have to manually cross check this 
between two systems). APIS has already developed this function, but this needs further 
investigation to see if it works effectively. 

48. Also, for the PAFOs and DOI, fixed assets inventory management was not clear (although 
this was good for one of the projects reviewed in Houaphan). If it is possible to also integrate the 
fixed assets register within the main system, this should be taken up, otherwise Excel will suffice. 
The register should be supported with sound inventory controls. 

49. Aside from the GoL provisions regarding Management of Conflicts of Interest, the FMM 
should include the arrangements for identifying and managing (including reporting) conflicts of 
interest and related party transactions for projects, in line with the IPSAS guidelines and other 
internationally accepted practices. This will support better transparency and accountability. 

50. Internal Control. As far as possible, the systems and procedures for SRIWMP (and other 
projects) need to ensure segregation of duties and other internal controls provided through other 
entity staff, and/or otherwise ensure through effective monitoring/oversight. 

51. Financial Reporting. For SRIWMP (and other the other DOI/ADB projects), the following 
is recommended: 

(i) There should be standardized financial reporting templates, based on project 
management reporting requirements (including interim (unaudited) reporting to 
ADB).  
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(ii) The management financial reporting does not need to follow the IPSAS standards 
(for general purpose financial reporting, with its more comprehensive additional 
disclosure requirements); rather, the management requirements are in the nature 
of special purpose financial reporting, and the templates should be developed as 
such. The annual FS and associated notes (for audit) may be adapted in line with 
IPSAS, and in practice, the FS themselves will be quite similar.  

(iii) As far as possible, the required reports should be customized within the accounting 
software. It is reasonably straightforward to map standard software reports across 
to the required project financial reporting templates, but customization will be 
better. In tandem with automated financial reporting, the FM training for projects 
should ensure that GOL FM staff understand how the figures map from each chart 
of accounts heading to the financial reports. 

(iv) Software customization of 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 would 
be best, but the absolute minimum should be quarterly. 

(v) The reporting templates must capture sufficient management information, to 
enable better project management by GOL and enable better monitoring by ADB. 
This should include reporting by activity, even if certain reports only require a less-
detailed summary. Comparison of budget and actual must be included. The 
templates must include reports by Output and by Category, as previously 
discussed. 

(vi) SRIWMP accounting and reporting will be in US$. For the FS included in the 
external audit report, the Kip equivalent will also be shown. 

(vii) Each IA will produce their own financial report, and DOI will produce consolidated 
reports. 

(viii) DOI will manage the forex risk (between budgets in US$/Kip and the financing 
available {if in SDR}) and will produce quarterly reports on this forex risk.  

(ix) Depending on the final structure of SRIWMP, the financial reporting will need to 
cover the complete project reporting. 
 

52. In conjunction with the financial reporting, the following monitoring will need to be carried 
out by each PAFO management, and by DOI management for the overall project, as follows: 

(i) Monitoring of the data as per the ADB online Financial Information Services, to 
track progress of Withdrawal Applications, track the overall disbursement status, 
and reconcile the ADB records with project records and reports. Key staff will need 
to have access to the ADB system for this purpose. 

(ii) Review of financial reports, to monitor cash flow, expenditure progress versus 
budgets, and for contracts’ management. This should be a basis for identifying and 
addressing issues. 

53. Audit. Key recommendations are as follows: 
(i) The external audits should be conducted in accordance with international 

standards. The standardization of the presentation of the projects’ FS and its 
associated notes is important for general purpose financial reporting (i.e. reporting 
that is in the public domain),6 in order that the FS for different projects may be 
reviewed based on a common application and understanding. The same applies 
to the report of the auditors. 

(ii) A generally accepted presentation of the projects’ FS and accompanying notes is 
as per the International Public Sector Accounting Standards (IPSAS), Cash Basis. 

                                                
6 As against special purpose financial reporting, which is in the nature of being more for internal management purposes. 
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In the IPSAS guidelines, the conceptual framework describes the “public sector” 
operating framework as being where funds are received for carrying out public 
services, and this fits with the operating framework for most projects. It is 
recommended that the project external audits for SRIWMP are outsourced to 
private audit firms where the international standards as per IPSAS are understood 
and followed. This outsourcing would be a project cost.  

(iii) If the internal audit was stronger, this could add a level of control for projects, 
especially for pre-audit. However, based on the above and in the absence of 
internal audit systems development and training, it is considered that the Internal 
Audit department will not add anything to the oversight of SRIWMP and other 
projects, and it is recommended that this is not relied upon for SRIWMP.  

(iv) Given the backdrop of the entities’ audit issues and lack of effective internal audit, 
there are clear risks for the sound financial governance of SRIWMP, especially 
given the proposed FM arrangements to support a more decentralized approach. 
This reinforces the need for SRIWMP to implement sufficient oversight 
arrangements and ensure a high standard of external auditing 
 

D. DISBURSEMENT ARRANGEMENTS 

54. For both GOL and the projects, a quite centralized funding approach has been taken up 
to now, although some greater flexibility has been added recently, for example the sub-account 
ceilings for FDM and EWEC have increased from the basic US$ 20,000, that seemed very much 
to be a ‘standard’, to US$ 50,000 to US$ 100,000. For SRIWMP, it is proposed to introduce a 
more decentralized implementation approach, and consideration has been given as to how the 
Disbursement arrangements may best support this system, with necessary oversight. 

55. To fit with the decentralization theme, the context is that the PAFOs are more able to drive 
and manage their own program of activities; where they are less reliant on other agencies and 
where the risk of funding delays is more within their control. 

56. Under the GoL framework (as per the rules within Document No. 2695/MoF), the following 
is stipulated: 

(i) There is one Imprest account held by MoF, and an implementing agency may have 
a “program/project account” and the replenishment of these accounts 
(“administrative account”) is made through the MoF (this may reasonably be 
assumed to mean through the Imprest Account). The “program/project account” or 
“administrative account” refers to ADB sub-accounts under the imprest 
arrangements. 

(ii) The sub-account ceiling is set at US$ 20,000 or requirements as per a three-month 
work plan. 
 

57. ADB LRM indicated that it prefers to have one Imprest Account per project7. The minimum 
value of a Withdrawal Application is US$ 100,000, although consideration is being given to 
increasing this to US$ 200,000. Replenishment of imprest funding may only be made through the 
Imprest Account reporting, and not through sub-account reporting.  

58. Under a more complete decentralized approach, each IA would have its own Imprest 
Account and would report and replenish directly to ADB, with oversight through review and 

                                                
7 It is noted that a recently established World Bank project has established four Designated Accounts (equivalent to 

Imprest Accounts) – one for each project IA – although the IAs are at ministry level. 
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authorized signatories. The expenditure profile for SRIWMP indicates that the level of funding 
required under the imprest arrangements may be lower, as more payments are likely to be made 
through Direct Payments (see details later in this section). 

59. Based on the above, a revised imprest fund flow model (with limited decentralization) is 
proposed for SRIWMP – this is more in line with how things are currently implemented by ADB 
and MOF. This is based on the following: 

(i) One Advance Account at MoF for each of the three ODA financing sources being 
ADB COL, ADB DRRF and EU. 

(ii) DOI/PGT will hold three subaccounts being one for ADB COL, ADB DRRF and 
one for EU 

(iii) Each of the four implementing provinces through the PPIT in PAFO will hold 2 
subaccounts one for ADB COL and one for ADB DRRF funds  

(iv) Sub-accounts to be replenished from the Advance Account by MoF (independently 
from Advance Account replenishments from ADB). 

(v) Sub-account replenishment requests to be channeled through DOI (for oversight), 
and then through MAF (as per the existing arrangements), and then to MOF for 
the processing of the replenishment. 

(vi) Based on the SRIWMP expenditure profile (see below), a US$ 50,000 Sub-
account ceiling is indicated for each province; for DOI, this may be the same, 
although the DOI payments may not be so evenly spread. The exact arrangements 
would need to be set up once the work plan takes shape at the start of SRIWMP. 

(vii) Advance Account held by MOF to be replenished through WAs submitted to ADB. 
(viii) Monthly replenishments for the Advance account and sub-accounts is the best way 

to ensure funds do not run out; this will depend on there being a minimum of US$ 
100,000 expenditure in the particular month. 
 

60.  See Figure 1 for the fund flow diagram, covering both Advance and Direct Payment flows. 
As explained above, this is not a complete decentralized approach, with the risk that the Advance 
Account replenishments (which are not within the control of the PAFOs) are not made timely, 
leading to a shortage of Advance Account funds and delays in replenishing the sub-accounts. 
This risk has to be managed by ensuring that DOI/MOF assure that there are always sufficient 
funds in the Advance Account, through regular Advance Account replenishments – this is the key 
practical requirement from this limited decentralized approach. DOI will have to drive this; they 
will also have to ensure that the processing chain does not take too long and that all replenishment 
documentation is in order, as this is another risk that could delay replenishments and lead to 
shortage of funds. 

61. There will be no requirements for bank accounts at the district (DAFO) level. On a case-
by-case basis, in situations where funds have to be paid at the district level, this will be arranged 
through Cash Advances – this simplifies the systems and is in line with existing GOL practices. 

62. The current expenditure profile for SRIWMP indicates that there will be close to US$ 7 
million of Advance account (imprest) funding required for the four PAFOs, over a six-year 
program. This works out to close to US$ 30,000/month (on average), assuming that the imprest 
funds are needed for 60 months over the six-year program. More precise calculations would be 
made at the start of SRIWMP based on the three-month work plan, and the sub-account ceilings 
arranged.  

63. A large proportion of the payments will be arranged through Direct Payments made by 
ADB, through the implementation of large works contracts, although depending on the value of 
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the contracts, it may be possible that some payments against some contracts may be less than 
the proposed minimum Withdrawal Application value of US$ 100,000 and would then have to be 
paid through the Advance Account Imprest arrangements. The Direct Payments would be initiated 
from the IA level, as they would be the ones managing these contracts – with similar oversight 
arrangements. These arrangements will involve consolidation and checking of documentation, 
that is forwarded to the PGT/DOi for review and then to MAF Finance and planning for review 
who then submit to MoF. MoF will provide the approval for ADB disbursement direct to 
contractors. 

64. It is recommended to maintain the US$ 100,000 minimum Withdrawal Application level; 
this would assist in ensuring that all payments under the large works contracts are made through 
Direct Payment. This would also slightly reduce the risks involved with running out of Advance 
Account Imprest funds and not being able to replenish the Sub-accounts timely, although it is 
reiterated that the main responsibility for this will rest with DOI/MOF. 

65. Different sources of ADB-administered financing will require separate advance and 
accounting requirements.  

66. In line with the project reporting in US$, it is recommended that the sub-accounts are 
maintained in US$ (as is the case with FDM), although the local payments should all be made in 
KN. Discussions were held with the BCEL bank in two of the four provinces and the advice was 
the same – they allow US$ accounts, and when payments are made in KN the bank will debit the 
US$ account with the equivalent US$ amount based on the prevailing exchange rate.  

  

For future reference, it is recommended that ADB and GOL consider the complete 
decentralized fund flow model – where each IA has an Imprest Account. This would be 

particularly important in cases where more funds need to be channeled through the 
imprest arrangements. 
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VI. RISK DESCRIPTION AND RATING 

67. The overall risk rating is assessed as High; this takes account of risks associated with the 
entities themselves, as well as project risks that are based largely on current projects (particularly 
the two ADB-funded projects being managed by DoI).  

68. For SRIWMP, it is proposed that (i) the project distances itself from the entity issues; and 
(ii) builds upon and improves the FM performance of the three ongoing DOI/ADB projects, through 
three key mitigation measures: 

(i) The development and establishment of standardized and comprehensive FM 
systems and procedures, not only for SRIWMP, but covering all the ADB projects 
in DOI. SRIWMP would fit into these systems and procedures upon start up and 
the three ongoing projects would transition into these systems and procedures 
over time. Other new projects could fit into the same template. Each project would 
add a short supplementary manual, covering project-specific, aspects, for example 
the project chart of accounts. 

(ii) Based on the developed FM systems and procedures, build the capacity of GOL 
to implement the required FM systems and procedures. The establishment of a 
project governance unit within DOI, to manage multiple projects, will support this 
approach of standardization and capacity building.  

(iii) Monitoring and oversight measures. 
 

69. Without the above, the status quo (where ad hoc systems and procedures are followed on 
a project to project basis, and where GOL staff will never have the capacity to implement the 
required FM systems and procedures) will persist indefinitely. 

70. Whilst the overall risk rating is assessed as High, the project risks can be substantially 
reduced through the key mitigation measures of adopting clear and comprehensive FM systems 
and procedures project-wide, capacity building, and monitoring/oversight.  

71. The Financial Management, Internal Control, Risk Assessment and Risk Management 
Plan is given in Table 2, below: 
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Table 2: 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. Country Specific – 
the CPS 2017-2020 
highlights poor project 
performance and a 
centralized approach 

   A more decentralized 
implementation approach will be 
taken, with systems and 
procedures to better support this 
approach, including improved 
monitoring and oversight. 

2.1 Entity Specific – the 
annual audit reports of 
the provincial entities 
show serious issues 
related to financial 
governance, which 
could indicate similar 
governance issues for 
the project. DOI audit 
report(s) not seen. 

High Likely High Clear FM systems and 
procedures will be put in place, 
through a Financial 
Management Manual to be 
adopted project-wide, clearly 
establishing procedures, 
delegated authority and 
responsibilities. Training will be 
conducted and 
monitoring/oversight measures 
will be put in place. 

2.2 Entity Specific – the 
provincial entities have 
no clear procedures on 
contract management 
and asset management. 

High Likely High Clear systems and procedures 
will be put in place for the 
project, including contract 
management and asset 
management. Training will be 
conducted and 
monitoring/oversight measures 
will be put in place. 

Overall Inherent Risk   High  

Project Risk     

1. Implementing Entities 
themselves do not have 
adequate financial 
management systems 
and controls. 

High Likely High Clear and comprehensive FM 
systems will be put in place, to 
be adopted project-wide, and 
supported by training as well as 
monitoring and oversight. 

2. Funds Flow – 
proposed Imprest 
arrangements for the 
project mean that 
implementing agencies’ 
Sub-accounts’ funding 
is reliant on overall 
Imprest Account 
reporting/ 
replenishments by 
DOI/MOF. 

Substantial Possible Moderate DOI/MOF will ensure that 
Imprest Account replenishments 
are made on a regular basis 
(ideally, monthly) - and correctly 
to ensure no delays in 
processing - to ensure regular 
availability of Imprest Account 
funds for onward flow to Sub-
accounts. Monitoring/oversight 
measures will be put in place. 

3.1 Staffing – GOL do 
not make sufficient staff 
available for the project, 
thus hindering project 
progress. (Note 1) 

High Likely High Will be made clear in financing 
agreement and PAM, that all 
day-to-day staff relating to 
project implementation are 
made available and paid by 
GOL. Project monitoring 
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measures will be put in place to 
confirm sufficient staff 
availability. 
 

3.2 Staffing – following 
3.1, above, shortages in 
GOL-paid staff are 
covered through project-
paid consultants, thus 
hindering long-term 
capacity building. (Note 
1) 

High Likely High Capacity building measures will 
be put in place, to build long 
term capacity of GOL staff; 
Consultants TORs will preclude 
day-to-day implementation 
activities. Management of 
implementing agencies will be 
encouraged to support this 
approach. 

3.3 Staffing – following 
3.2, above, other 
development partners 
within the wider 
SRIWMP agree to cover 
shortages in GOL-paid 
staff through project-
paid consultants, thus 
undermining the overall 
approach to build 
capacity of GOL staff. 
(Note 1) 

High Likely High ADB will agree with other 
SRIWMP development partners 
on the need to maintain a 
consistent approach in order to 
build capacity of GOL staff. 

3.4 Staffing – there is a 
lack of projects’ FM 
technical capacity of 
GOL staff in the 
implementing agencies 
(despite the history of 
other projects), with the 
resultant inability for the 
project to effectively 
carry out accounting 
and financial reporting 
functions. (Note 1) 

High Likely High Project will provide clear TOR 
for all GOL staff and consultant 
positions, clearly delineating 
between implementation, 
training and oversight activities. 
FM consultants for the project 
will be based in DOI, but will 
support the provinces, and focus 
on systems, training and 
mentoring of GOL FM project 
staff, and monitoring. 
Standardized FM systems and 
procedures (not only for the 
project, but for all ADB projects 
in DOI) are proposed and will be 
used as the basis for 
institutionalized capacity 
building for GOL in the 
implementing agencies. A 
project governance unit will be 
established in DOI to support 
this institutionalization, whereby 
the FM of multiple projects in 
DOI may be managed in a clear 
and consistent way. 

4.1 Accounting Policies 
and Procedures – there 
are no comprehensive, 
clear and consistent FM 
systems and 
procedures for ADB 

High Likely High Comprehensive and 
standardized FM systems and 
procedures will be developed for 
all ADB projects in DOI; these 
may be used as the basis for 
adapting to the specific 
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projects, resulting in ad 
hoc, inconsistent and 
inefficient approaches 
being taken, and 
hindering effective 
capacity building of 
GOL staff. 

requirements for the project 
upon start up and 
institutionalized within DOI to 
support the building of capacity. 
FM consultants to be engaged 
for this.  

4.2 Accounting Policies 
and Procedures - 
following 4.1, above, 
there is not an 
acceptable and 
computerized 
accounting system in 
place, using a sound 
and internationally 
acceptable accounting 
basis, resulting in the 
basis for reporting not 
being sound. 

High Likely High As part of 4.1, above, the FM 
systems and procedures will 
include arrangements for an 
acceptable and computerized 
accounting system, for all GOL 
staff to be trained in, in a 
consistent approach. If feasible, 
this will be in line with the public 
sector systems.  

4.3 Accounting Policies 
and Procedures – 
following 4.1, above, the 
procedures regarding 
conflicts of interest are 
not clear, resulting in 
reduced accountability. 

High Likely High As part of 4.1, above, the 
standardized Financial 
Management Manual will 
include procedures regarding 
conflicts of interest, in 
accordance with international 
standards. 

4.4 Accounting Policies 
and Procedures – if the 
project financing is in 
SDR, there is a foreign 
exchange risk, based on 
budgeting and reporting 
in US$.  

Moderate Possible Moderate As part of 4.1, above, the 
standardized Financial 
Management Manual will 
include procedures for 
monitoring foreign exchange 
risks, so that action may be 
taken at an early stage. 

5. Internal Audit – there 
is a lack of effective 
internal auditing carried 
out by the implementing 
agencies, resulting in a 
lack of internal control 
and oversight for project 
operations. 

High Likely High The project will have 
comprehensive FM systems and 
procedures established at the 
start; monitoring/oversight 
arrangements will be put in 
place for the project. 

6. External Audit – the 
DOI projects’ audits, 
and their reports 
(including the financial 
statements and 
associated disclosures), 
are not in accordance 
with international 
standards, resulting in 
audit reports not being 
presented fairly and 
consistently across all 
projects, and potentially 
resulting in not 

High Likely High The project will engage a private 
audit firm to conduct the annual 
audits. 
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identifying all 
management issues. 

7. Reporting and 
Monitoring (including 
Information Systems) – 
in the accounting 
systems for other 
projects, there has been 
an incomplete capture 
of project management 
information, resulting in 
a lack of sufficient 
project management 
information/tools in 
project reporting. 

High Likely High The FM systems and 
procedures for the project will be 
developed so that a complete 
project financial management 
information system is included. 
It is proposed under the 
decentralized approach that all 
IAs and the EA will have a 
cloud-based information system 
that would be accessible to 
MAF, MOF and ADB for 
reviewing and updating project 
performance. 

Overall Project Risk   High  

Overall (Combined) 
Risk 

  High  

Notes: Points 3.1 to 3.4, above, relate to FM staff in particular, but may be equally applied to staffing for other positions 
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VII. PROPOSED TIME-BOUND ACTION PLAN 

72. The proposed time-bound action plan is summarized from the identified weaknesses and 
risks, focusing on key actions that need to be taken and their time frame, and is given in Table 3, 
below.  

Table 3: Proposed Time-bound Action Plan 

Weakness Mitigation Actions Responsibility Timeframe 

Issues regarding the 
entities’ governance, 
systems and 
capacity. 

Standardized and 
comprehensive FMM 
for all DOI projects, 
plus supplementary 
FMM for SRIWMP. 

Establish final 
SRIWMP FM 
arrangements. 
 
Monitor FM 
implementation. 

SRIWMP TRTA 
consultants, EA and 
MOF. 

 

 
EA and SRIWMP 
consultants. 
 

EA and SRIWMP 
consultants. 

Prior to the startup 
of SRIWMP. 

 

 
 
During first three 
months of SRIWMP. 
 

During first one to 
two years. 

Inconsistent and 
inadequate projects’ 
FM systems and 
procedures. 

Standardized and 
comprehensive FMM 
for all DOI projects, 
plus project-specific 
supplements. 

SRIWMP TRTA 
consultants. 

EA and SRIWMP 
consultants. 

Prior to the startup 
of SRIWMP. 

During first three 
months of SRIWMP. 

Insufficient GOL 
staff made available. 

Financing 
Agreement(s) and 
PAM to stipulate 
requirements. 

ADB to agree the 
SRIWMP approach 
with other 
development 
partners. 

Staff to be identified 
and assigned (if not 
appointed) to FM 
roles before 
December 2018 

GOL and ADB. Prior to the startup 
of SRIWMP 
December 2018 to 
enable participation 
in TRTA training . 

Lack of capacity of 
GOL staff 

Standardized FM 
systems and 
procedures; on-the-
job training under 
SRIWMP; 
monitoring. 

Accounting 
scholarships for 
some IA staff. 

SRIWMP TRTA 
consultants. 

EA and SRIWMP 
consultants. 
 

EA and SRIWMP 
consultants. 

Prior to the startup 
of SRIWMP. 

During first year of 
SRIWMP. 
 

To commence 
during first three 
months of SRIWMP. 
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Project external 
audit reports that are 
not in accordance 
with international 
standards 

Engage private audit 
firm to conduct 
SRIWMP external 
audits. 

EA Within first six 
months of SRIWMP. 

 
VIII. SUGGESTED FINANCIAL MANAGEMENT COVENANTS 

73. The following FM covenants are proposed, for inclusion in the legal agreements: 
(i) GOL staff will be made available, in sufficient numbers and with the required 

academic background and/or experience, as per the positions and the timelines 
stated in the SRIWMP project design documents (including the detailed cost 
estimates). 

(ii) The standardized FMM for projects will be agreed by DOI/MAF/MOF prior to the 
startup of SRIWMP (including the standardized projects’ accounting software), 
after due consideration and comments. 

(iii) Monitoring of FM implementation will be undertaken by the EA, supported by the 
SRIWMP FM consultants.  

 
IX. CONCLUSION 

74. The proposed FM arrangements are considered satisfactory for SRIWMP, with mitigation 
measures that will substantially reduce the risks.  

75. In addition, the proposed FM arrangements will provide a sound basis for other projects, 
either current or in the future, in terms of: 

(i) FM arrangements that can support increased decentralization, with 
monitoring/oversight. 

(ii) Standardized FM systems and procedures that are comprehensive, meet 
international standards and project management requirements, can be used to 
better support capacity building, and are scalable. 

(iii) Long-term capacity building of GOL staff, and improving GOL’s overall project 
management at both central and provincial levels. 
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ANNEX 1A QUESTIONNAIRE (DEPARTMENT OF IRRIGATION, VIENTIANE) 
 
Financial Management Assessment Questionnaire 

Department of Irrigation (DoI) – May 2018 
 

Notes:  

• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its part of the FM requirements for a proposed project (NRI-AF2). 

• The assessment below is based on: (i) the operations of the entity/agency itself (where 

appropriate); and/or (ii) the operations of previous/ongoing externally-funded projects. For this 

agency, there are three current ADB-funded projects, as follows: 

o Flood and Drought Risk Management and Mitigation Project (FDMMP). A detailed review 
was made of this project, and the consultation notes are in a separate document attached 
to the overall FMA Report. 

o East-West Economic Corridor Project (EWECP). There was some review of this project 
and the consultation notes are in a separate document attached to the overall FMA Report. 

o Northern Region Infrastructure Development Sector Project (NRIP). There was some 
review of this project and the consultation notes are in a separate document attached to 
the overall FMA Report. 

 
The assessment was able to take account of discussions with FM representatives of the FDMM 
and EWEC projects (FM consultant and Project Chief Accountant for each project). The Project 
Chief Accountant under FDMM project responded to the other (DOI-related) questions. 

 

Topic Response Potential Risk 
Event 

 
1. Executing / Implementing Agency  

  

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

Government agency  

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

N/A  

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 Notes at top of 
page. 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

DOI reports to MOF, 
through MAF. 

 

1.6   Describe the regulatory or supervisory 
agency of the entity. 

MAF (Ministry)  

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

For NRI-AF2, Executing 
Agency is MAF, 
delegated to DoI, 
following MoF 
regulatory framework. 

 

1.8  Obtain current organizational structure 
and describe key management 
personnel. Is the organizational structure 

See overall FMA report. 
Organizational structure 
is appropriate for the 

Insufficient DOI staff 
made available for 
NRI-AF2. 
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Topic Response Potential Risk 
Event 

and governance appropriate for the 
needs of the project?  

needs of NRI-AF2, but 
specific staffing needs 
and financial 
governance 
arrangements for NRI-
AF2 will be proposed. 

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

GOL Labor Laws 
(2006), Article 59, 
includes a provision 
regarding ethics, 
although this is not 
specific. 

 

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

No known cases  

2. Funds Flow Arrangements    

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

Proposed fund flow and 
other FM arrangements 
for NRI-AF2 will be 
prepared, aiming to 
support the Govt 
decentralization 
program, taking 
account of ADB/MoF 
regulations. Fund flow 
will see ADB fund 
transferred to an 
imprest account held by 
MOF who will transfer 
to 5 subaccounts in 
each province and DOI. 
Payments of 
contractors will be 
direct from ADB 

Shortage of funds in 
Imprest Account, for 
replenishing Sub-
accounts 

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

Yes but with the need 
for active management 
to ensure cashflow 
constraints do not 
emerge  

 

2.3   Are the disbursement methods 
appropriate? 

Yes, as explained in 
main FMA Report. 

 

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

Due to public sector 
financial management 
systems the DOI 
(entity) does not 
manage public sector 
bank accounts, bank 
accounts are managed 
for projects under 
parallel arrangements. 
This has required 
additional external skills 

Entity has limited 
experience of fund 
management , and 
has governance 
issues when 
managing funds. 
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Topic Response Potential Risk 
Event 

and capacity to be 
introduced. . Draft audit 
report for FY 2017, 
although not totally 
clear, indicated (i) 
revenue received, not 
deposited to treasury, 
but instead utilized for 
other purposes (Kip 44 
billion); and (ii) funds 
received under a 
foreign loan that were 
diverted for other 
purposes. 

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

Bank of Lao, under 
MOF, for Imprest 
Account, with DOI sub-
account held at BCEL. 

 

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? 

For Sub-account in 
DOI: 
 
Yes 
 
Yes 
 
Yes 
 
Yes 

 

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

Required and 
appropriate for both 
aspects. 

 

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

Yes, some experience, 
although most FM tasks 
for FDMM, EWEC & 
NRIDSP projects are 
carried out by 
consultants. 

DOI staff do not 
have sufficient 
experience in day-
to-day FM for ADB 
projects. 

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

DOI staff has some 
current/recent 
experience, but will 
need more training, DOI 
Finance Dept is 
currently understaffed 
to manage the FM 
tasks for the entity as 
well as multiple 
projects. 
This will in part be 
managed through the 
decentralization of the 
project which will 
distribute disbursement 
for small transactions 

Same as 2.8 
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Topic Response Potential Risk 
Event 

across more staff and 
also through the use of 
direct payment for 
works contracts that will 
account for over 75% of 
project funds.  
The key entity role will 
be two fold (i) it will 
disburse mostly for 
service contracts that 
are assigned to DOI 
relating to overall 
project support, and (ii) 
for providing 
operational support and 
training for the 
decentralized PAFO 
implementation teams 
The governance role of 
DOI will require their 
FM staff to consolidate 
and process 
documentation to 
enable MOF to 
replenish the imprest 
account in a timely 
manner. Overall it is 
considered that the 
capacity is able to 
support establishment 
of ceilings  

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

At DoI (governance 
level), yes (based on 
financing currency 
versus contracts/ 
expenses currency) 
however this risk is 
moderated substantially 
through use of ADB 
sector modality. NRI-
AF2 will include 
arrangements for 
monitoring and 
managing forex risks. 

Forex risks are not 
well managed. 

2.11 How are the counterpart funds 
accessed?  

 

The only GoL 
contribution will be for 
salaries of GoL 
personnel working on 
the project. 

Same as 1.8 

2.12 How are payments made from the 
counterpart funds?  

 

Through payment of 
salaries – payroll 
prepared by DOI, for 
payment (direct to 
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Topic Response Potential Risk 
Event 

staffs’ respective bank 
account) by Dept of 
Finance & Budget. 

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?  

 

The DOI will not be 
providing such fund 
flows. These will be 
addressed through 
subaccounts at the 4 
provinces. 
It is noted however that:  
GOL has a system, 
based on Cash 
Advances. 
NRI-AF2 systems and 
procedures will include 
the use of advances on 
approved work plans 
and then final payment 
of items based on field 
verification of works 
completion and 
standards along with 
supporting 
documentation by 
Project staff. 

Community level 
funding through 
Cash Advances is 
not well managed. 

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?  

For NRI-AF2, no 
financial contribution 
however there may be 
in kind labor 
contribution; guidelines 
will be prepared for 
NRI-AF2. 
 

Labor is not 
available. 

 
3. Staffing  

  

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

 

There are 5 finance 
staff under DOI Finance 
Dept – two are 
assigned to FDMMP 
supposedly full time but 
are required for input on 
entity tasks; other 
FDMMP project staff 
are paid by the project; 
For EWECP, one DOI 
staff is assigned to 
project, but from DOI 
Admin Dept (despite 
the PAM requiring two 
full time FM positions). 

The cumulative 
demand of the 
entity, individual 
projects (both ADB 
and other) do not 
seem to have been 
carefully assessed. 
There is a 
requirement for 
additional trained 
FM staff in DOI  

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

For NRI-AF2 FM, new 
staff will need to be 

Same as 1.8 
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Topic Response Potential Risk 
Event 

recruited. For other 
positions, not clear yet. 

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.  

There will be two 
accounting staff 
(excluding cashiering 
duties) required for DOI 
– NRI-AF2 tasks. Job 
descriptions are 
attached. 

DOI FM staff with 
inadequate training 
in the establishment 
and use of double 
entry bookkeeping 
and the use of 
project based 
accounts and 
financial reports, 
budgeting and 
disbursement 
procedures  

3.4  Is the project finance and accounting 
function staffed adequately?  

No. DOI Finance Dept 
has limited numbers to 
handle all tasks for 
entity and multiple 
projects. 

Same as 1.8 and 
3.3. 

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

No. 5 DOI finance staff 
– do not all have an 
accounting background, 
but all have at least 4 
years experience. 

Same as 3.3 

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

Some DOI finance staff 
have had some training, 
for example the 
FDMMP Chief 
Accountant; however, 
this knowledge is not 
sustained as most of 
the work is carried out 
by consultants. 

Same as 3.3. 

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

All NRI-AF2 FM staff 
will be assigned from 
DOI permanent staff for 
a period of 7 years.  

 

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

Not applicable project 
not approved  
Appointment date 
should be prior to loan 
negotiation to enable 
familiarization and 
training  

Same as 1.8 

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. 

See 3.3 Same as 3.3 
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Topic Response Potential Risk 
Event 

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?  

See 3.3 re FM.  

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

For the 5 DOI Finance 
Dept staff they have at 
least 4 years in the 
position, up to a 
maximum of 21 years. 

 

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

There is no policy as 
such; once per year by 
MOF; re ADB 
procedures – the last 
training was 2 years 
ago. 

Same as 2.8 

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

MOF trainings are for 
updating GOL 
procedures; ADB 
training is on 
Disbursement 
procedures. 

 

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? 

No. An accounting 
system (based on 
double entry 
bookkeeping through a 
suitable accounting 
software will be 
established at the start 
of NRI-AF2. In addition, 
aspects will be added to 
enable the entity to 
consolidate and 
oversee the whole 
project. 

Entity has limited 
experience in 
establishing and 
implementing 
complete project 
accounting systems 
and continues to rely 
on external 
expertise. 

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

Yes, MOF internal 
control guidelines are 
followed; in addition, 
support and monitoring 
of systems will be 
provided for NRI-AF2. 

 

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. 

The appropriate project 
chart of accounts will be 
established at start of 
NRI-AF2. 

Chart of accounts 
does not provide for 
sufficient project 
management 
information. 

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

Yes, for the DOI 
projects. These will also 
be made for NRI-AF2. 

Allocations across 
various funding 
sources not made 
accurately. 
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4.5  Are the General Ledger and subsidiary 
ledgers reconciled monthly? Are actions 
taken to resolve reconciliation 
differences? 

Yes, for DOI projects, 
reconciliations are 
made and actions taken 
to resolve issues, 
although it is not clear if 
reconciliations are 
made monthly given 
that the projects’ 
reporting is quarterly. 
Sound procedures will 
be established for NRI-
AF2. 

Ledgers not 
maintained or 
reconciled properly. 

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?  

Under Lao law, 
accounting records 
have to be kept for 10 
years – both for entity 
and for projects. 

 

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

Draft audit report for FY 
2017, although not 
totally clear, indicated 
two issues from prior 
year(s) not resolved in 
2017 (i) revenue 
received, not deposited 
to treasury, but instead 
utilized for other 
purposes (Kip 44 
billion); and (ii) 
procurement query 
regarding a contract 
price significantly higher 
than accepted norms. 

Substantial risk 
relating to potential 
governance issues 
and the 
management 
response to such 
issues 

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?  

Yes  

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

Yes  

Budgeting System    
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4.10  Do budgets include physical and financial 
targets?  

Yes for entity; for 
FDMM project, there is 
insufficient budget 
information and 
management, for 
example not by activity 
to be able to inform 
project implementation 
progress and or 
implementation issues.  

Insufficient budget 
information and 
management. 
Potential for 
realignment of 
activities and 
funding being 
unreported 

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

Yes for entity. Not 
currently done for 
FDMM project. 

Same as 4.10 

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

Yes, on a 6 monthly 
and yearly basis 
however this is far too 
infrequent for project 
management purposes 
and raises concerns 
about maintaining 
accurate forecasts of 
progress and financial 
cash flows in a 
decentralized project. 
NRI-AF2 will require at 
least quarterly reporting 
and responses at the 
overall project level. 
 
For FDMMP – see 4.10; 
there is a significant 
gap in systems. 

 

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

Mostly are made ex-
post raising concerns 
about authorization. 

Loss of integrity in 
the use of funds and 
the purpose of fund 
use, potential cost 
over-runs creating 
cash flow and 
financing shortfalls. 
Risk of decisions 
being made and 
then no approval is 
provided ex-post 
raising the issue of 
where costs and 
financing 
responsibility lie 

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

No. Same as 4.10 
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4.15 Who is responsible for preparation, 
approval and oversight/monitoring of 
budgets?  

 

Each department 
prepares their own 
budget; this is 
consolidated by Budget 
& Planning division in 
DOI, and then 
submitted to MAF for 
consolidation, after 
which it goes to Ministry 
of Planning & 
Investment, then 
national Assembly, then 
to MOF; monitoring 
done by DOI Finance 
Dept 

 

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?  

See 4.15; Yes  

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, for the entity. For 
the DOI projects 
FDMMP and EWECP, 
they are behind 
schedule, indicating 
issues with either/both 
planning and 
implementation. 
 
Some variations were 
made during 2017, but 
not clear with regard to 
the extent, as details 
not available at the 
time. 
 
Yes 
 
 
 
 
Consistent trend in 
general is that budget 
management is not so 
comprehensive. 

Same as 4.10 

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 

Yes  
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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?  

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

Yes  

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

Staff paid by MOF, 
direct to staff bank 
accounts; payrolls 
prepared by DOI; no 
time sheets 

Lack of 
accountability, in 
absence of time 
sheets 

Policies And Procedures    

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

All on a cash basis  

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?  

National accounting 
standards are followed 

Non-application of 
international 
standards. 

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

Projects have some 
guidelines, but not 
comprehensive. An 
FMM will be developed 
for NRI-AF2, covering 
ADB and GOL 
requirements.  

Lack of clear, 
consistent and 
comprehensive FM 
systems and 
procedures. 

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

For FDMMP, there is a 
Manual, but not 
regularly updated. NRI-
AF2 will provide for 
updating the FMM. 

Lack of up to date 
information. 

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

Yes  

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

For entity, yes; for the 
current projects, not 
comprehensive. 

Same as 4.23 

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?  

GOL Labor Laws 
(2006), Articles 72 and 
73 relate to Conflicts of 
Interest, although are 
not specific. NRI-AF2 
will include 

No clear policies 
and procedure 
followed for Conflicts 
of Interest. 
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internationally accepted 
provisions re Conflicts 
of Interest and Related 
Party transactions in its 
FMM. 

4.28  Are manuals distributed to appropriate 
personnel?  

Yes  

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

Through SAO audits, 
internal management 
oversight and donor 
monitoring. 

Lack of sufficient 
compliance 
monitoring. 

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. 

No bank account for 
DOI (the entity). Based 
on approved budget, 
MOF sets up a treasury 
account – most 
payments are made 
directly by MOF (based 
on documentation 
submitted by DOI, with 
cash advances to DOI 
for small admin costs. 

Same as 2.4 

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

Yes, for entity, for cash; 
cash book in Excel. 
Projects use 
combination of 
accounting software 
and Excel. GOL policy 
(Accounting Law) is that 
MOF have to approve 
accounting software for 
projects. 

Same as 4.1 

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?  

There is a Cashier at 
DOI. Cash received 
from MOF and from 
revenue sources,is 
deposited in the safe.  

 

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? 

No bank reconciliations 
for entity; for projects, 
done monthly. Entity 
cash reconciled weekly. 

Same as 4.1 

4.34  Are all reconciling items approved and 
recorded? 

For projects, bank 
reconciliations are 
approved. 

 

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

For projects, 
discrepancies are 
followed up with the 
bank. 

 

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

No  
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4.37 Are there appropriate controls in 
safekeeping of unused cheques, USB 
keys and passwords, official receipts and 
invoices? 

For projects, unused 
cheques kept in safe. 

 

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

No; approx 100,000 Kip 
only for entity for small 
expenses. 

 

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

N/A  

Safeguard over Assets    

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

For entity, tasks carried 
out by Admin section (in 
accordance with GOL 
procedures), who 
maintain an asset book 
(register); issuances 
are supported by user 
signatory; tag numbers 
are used; SAO do a 
physical check, 
annually. 

 

4.41 Does the entity maintain a Fixed Assets 
Register? Is the register updated 
monthly? Does the register record 
ownership of assets, any assets under 
lien or encumbered, or have been 
pledged? 

Yes (asset book); 
updated at least 
monthly. 
 
N/A 
 
For projects, audit 
reports contained 
issues in relation to 
asset management. 

Fixed asset 
inventory controls 
not maintained 
properly. 

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

Admin section keep 
stock records for 
stationery; they issue 
periodically to all 
sections and do 
reconciliations between 
stock records and 
physical stocks. 

 

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

See 4.40 and 4.42  

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

Yes  

4.45 Describe the policies and procedures in 
disposal of assets. Is the disposal of 

Admin section updates 
the register re 
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each asset appropriately approved and 
recorded? Are steps immediately taken 
to locate lost, or repair broken assets? 

broken/unusable items; 
after SAO audit, DOI 
may dispose of such 
items. 

4.46  Are assets sufficiently covered by 
insurance policies?  

 

There is insurance for 
some assets (under 
head of department), 
but not all. 

Loss of assets. 

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

No depreciation 
recorded 

 

Other Offices and Implementing Entities    

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

For NRI-AF2, there are 
four provincial offices 
(PAFOs); these have 
been assessed in 
separate 
questionnaires. 

 

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. 

See 4.48  

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?  

See 4.48. Also, NRI-
AF2 will develop the 
respective 
arrangements for each 
implementing agency. 

 

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?  

See 4.50  

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. 

See 4.50  

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.  

See 4.50  

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? 

For entity, Excel 
records kept for each 
contract. 
For FDMMP, they 
maintain Excel records 
for each contract, 
recording contract 

Contracts not 
managed properly, 
including overpaid. 
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values, payments and 
balances. Project audits 
contained issues re 
contract management. 

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

No formal process for 
this. 

 

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 cases have arisen.  
The GOL Anti-
corruption Law (2005, 
updated 2012) provides 
a Lao framework for 
corruption 
management. NRI-AF2 
will include provisions in 
its FMM. 

 

5. Internal Audit    

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

No No pre-audit or post-
audit of transactions, 

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?  

Yes, annually by SAO  

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

Draft audit report for FY 
2017 received in 
February 2018. Not 
clear if audit report 
finalized by June 2018. 

Potential delays in 
receiving final audit 
report. 

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?  

National standards International 
standards not 
applied. 

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

Yes. See 2.4 and 4.7. 
Also, utilization of 
approved budget for 
other purposes during 
2017. 

Same as 2.4 and 4.7 

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

Yes  

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

No  

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

No. See 2.4, 4.7 and 
6.4 

Same as 4.7 

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 for entity audit  

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? 

See 2.4, 4.7 and 6.4. Same as 4.7 

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? 

SAO has been carrying 
out the external audits 
for the three DOI 
projects; for NRI-AF2, a 

International 
standards not 
applied. 
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private audit firm is 
recommended. 

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

For the three projects 
under DOI, yes. 

Audit issues not 
resolved. 

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? 

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? 

For NRI-AF2, audit 
TOR will be developed 
and agreed. 

 

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

For NRI project, yes. Project FS, and 
audit, not complete. 

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

Yes  

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

See 6.11 Same as 6.11 

 [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? 

For the three projects 
under DOI, a lot of 
issues were identified, 
but not considered to 
be material, except 
incomplete information 
provided under NRI 
project; Financial 
Statements were not 
presented by SAO in 
accordance with 
international standards. 

Project FS, and 
audit, not complete; 
international 
standards not 
applied. 

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, for the 
implementing units for 
the projects under DOI. 

 

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 entity, six monthly. 
For projects, quarterly. 
For projects, prepared 
within the following 
month; can be useful 
for decision-making, but 
do not include sufficient 

Lack of sufficient 
information for 
project management 
purposes. 
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management 
information. 

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

Yes Incomplete project 
report  

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, for existing 
projects; this will be 
updated for NRI-AF2. 

 

7.6 Are financial management reports used 
by management?  

Yes, but the current 
management 
information is limited. 

Same as 7.3 

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

Yes, but in a limited 
way. 

Same as 7.3 

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?  

Excel is used by all, 
even though FDMM 
and EWEC projects 
have computerized 
accounting software. 

Not using a sound 
basis for preparation 
of project reports.  

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

No.  
 
Project financial reports 
are submitted through 
respective project’s 
M&E unit. 

Same as 7.8 

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

Yes, see notes at the 
top of this 
questionnaire. 

GOL staff not so 
experienced in day-
to-day projects’ FM. 

8. Information Systems    

8.1  Is the financial accounting and reporting 
system computerized?  

Entity uses Excel; there 
are plans for accounting 
software to be 
introduced by MoF. For 
FDMM and EWEC 
projects, these are 
mostly Excel, with some 
use of accounting 
software. For NRI 
project, only Excel. 

Same as 7.8 

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

For EWECP, this is off-
the-shelf; for FDMMP, 
this has some 
customization. 

 

8.3 Is the computerized software standalone, 
or integrated and used by all 

Standalone, for the 
projects in DOI. Entity 
uses Excel. 

 



53 
 

 

Topic Response Potential Risk 
Event 

departments in the headquarters and 
field units using modules?  

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? 

Manually, through 
Excel. 

 

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? 

No; uses Excel. Same as 7.8 

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

No. Same as 7.8 

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

Partly, but not 
adequately. 

Same as 7.10 

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

Yes  

8.9   Are there back-up procedures in place? Yes  

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

There is no clear policy. 
External hard drive, 
hard copies and email 
on an ad hoc basis. 

Loss of data 
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ANNEX 1B QUESTIONNAIRE (PAFO, LOUANGPHABANG) 
 
Financial Management Assessment Questionnaire 

Provincial Agriculture and Forestry Office (PAFO) – Louangphabang 
 

Notes:  

• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its part of the FM requirements for a proposed project (NRI-AF2). 

• The assessment below is based on: (i) the operations of the entity/agency itself (where 

appropriate); and/or (ii) the operations of previous/ongoing externally-funded projects. For this 

agency, there is one ongoing project, Northern Uplands Development Program – Small 

Agriculture Rural Infrastructure (NUDP-SARI), funded by Agence Developpement Francaise 

{ADF}, started in 2015 and due to finish in 2018, and implemented by MAF with a central NPCO 

and with one of its PPCOs in Louangphabang. There were two previous ADB-funded projects - 

both were completed over five years ago. 
 

Topic Response Potential 
Risk Event 

 
1. Executing / Implementing Agency  

  

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

Government agency  

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

N/A  

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 Notes at top of 
page. 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

PAFO reports financially 
to the Provincial Finance 
& Budget Department, 
and operationally to 
central MAF and 
provincial Planning & 
Investment Department 

 

1.6   Describe the regulatory or supervisory 
agency of the entity. 

MAF (Ministry)  

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

For NRI-AF2, Executing 
Agency is MAF, 
delegated to DoI, 
following MoF regulatory 
framework. 

 

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

PAFO has assigned 
some staff for NRI-AF2 
including one for FM. 

Insufficient 
PAFO staff 
made available 
for NRI-AF2. 

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

GOL Labor Laws (2006), 
Article 59, includes a 
provision regarding 
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ethics, although this is 
not specific. 

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

No known cases  

2. Funds Flow Arrangements    

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

Proposed fund flow and 
other FM arrangements 
for NRI-AF2 will be 
prepared, aiming to 
support the Govt 
decentralization 
program, taking account 
of ADB/MoF regulations. 
Fund flow will see ADB 
fund transferred to an 
imprest account held by 
MOF who will transfer to 
5 subaccounts in each 
province and DOI. 
Payments of contractors 
will be direct from ADB 

Shortage of 
funds in 
Imprest 
Account, for 
replenishing 
Sub-accounts 

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

Yes but with the need for 
active management to 
ensure cashflow 
constraints do not 
emerge  

 

2.3   Are the disbursement methods appropriate? Yes, as explained in 
main FMA Report. 

 

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

 

Due to public sector 
financial management 
systems the PAFO 
(entity) does not manage 
public sector bank 
accounts; for ADF 
project, fund flow is more 
centralized, so only few 
payments made by 
PAFO. 

Entity has 
limited 
experience of 
fund 
management. 

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

Bank of Lao, under 
MOF, for Imprest 
Account, with PAFO sub-
account held at BCEL. 

 

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? 

For Sub-account at 
PAFO: 
Yes 
 
Not clear; but unlikely to 
be needed for province. 
Yes 
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• Issuing detailed monthly bank statements 
promptly? 

Yes 

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

Required and 
appropriate for both 
aspects. 

 

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

Yes, but mostly more 
than 5 years ago; one 
ADB project is currently 
ongoing, although 
minimal activity to date. 

PAFO staff do 
not have 
sufficient 
experience in 
day-to-day FM 
for ADB 
projects. 

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

No. PAFO has some 
experience, but will need 
more training, especially 
with more decentralized 
arrangements, where 
there will be more FM 
responsibilities at the 
PAFO level. 

Same as 2.8 

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, but the risk will be 
managed at DOI level. 

 

2.11 How are the counterpart funds accessed?  
 

The only GoL 
contribution will be for 
salaries of GoL 
personnel working on the 
project. 

Same as 1.8 

2.12 How are payments made from the 
counterpart funds?  

 

Through payment of 
salaries – payroll 
prepared by PAFO, for 
payment (direct to staffs’ 
respective bank account) 
by provincial Dept of 
Finance & Budget. 

 

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?  

 

GOL has a system, 
based on Cash 
Advances. NRI-AF2 
systems and procedures 
will include the use of 
advances on approved 
work plans and then final 
payment of items based 
on field verification of 
works completion and 
standards along with 
supporting 
documentation by 
Project staff. 

Community 
level funding, 
through Cash 
Advances, is 
not well 
managed. 



57 
 

 

Topic Response Potential 
Risk Event 

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

For NRI-AF2, no 
financial contribution 
however there may be in 
kind labor contribution; 
guidelines will be 
prepared for NRI-AF2. 
 

Labor is not 
available. 

3. Staffing    

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

 

There are 3 GOL finance 
staff members in PAFO.  

The cumulative 
demand of the 
entity, 
individual 
projects (both 
ADB and 
other) do not 
seem to have 
been carefully 
assessed. 
There is a 
requirement for 
additional 
trained FM 
staff in PAFO  

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

Will need to be a 
combination, as not all 
required staff are 
existing. 

Same as 1.8 

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.  

There will be two 
accounting staff 
(excluding cashiering 
duties) required for 
PAFO - NRI-AF2. Job 
descriptions are 
attached. 

PAFO FM staff 
with 
inadequate 
training in the 
establishment 
and use of 
double entry 
bookkeeping 
and the use of 
project based 
accounts and 
financial 
reports, 
budgeting and 
disbursement 
procedures  

3.4  Is the project finance and accounting 
function staffed adequately?  

Not yet. Specific staff 
allocations not made yet. 

Same as 1.8 
and 3.3. 

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

Existing (for ADF project) 
GoL staff member has 
good experience, but 
training will still be 
required. 

Same as 3.3. 
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3.6  Are the project finance and accounting staff 
trained in ADB procedures, including the 
disbursement guidelines (i.e., LDH)?  

No. Same as 3.3. 

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

All NRI-AF2 FM staff will 
be assigned from PAFO 
permanent staff for a 
period of 7 years.  

 

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

Not applicable project 
not approved  
Appointment date should 
be prior to loan 
negotiation to enable 
familiarization and 
training  

Same as 1.8 

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. 

See 3.3 Same as 3.3 

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?  

See 3.3 re FM.  

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

GoL staff longstanding; 
ADF project Accountant 
has been with PAFO for 
8 years. 

 

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

There is no firm policy. 
Accounting staff will 
need training, support 
and monitoring under 
NRI-AF2. 

Same as 2.8 

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

 

ADF project Accountant 
was trained in the 
customized software (in 
MS Access). 

 

 
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? 

No. Entity uses Excel. 
ADF project uses MS 
Access (incomplete 
accounting software), but 
in conjunction with Excel 
records all transactions; 
recording is by Category 
only not by activity. An 
accounting system 
(based on double entry 
bookkeeping through a 
suitable accounting 
software will be 

Entity has 
limited 
experience in 
establishing 
and 
implementing 
complete 
project 
accounting 
systems. 
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established at the start of 
NRI-AF2. 

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

Yes, MOF internal 
control guidelines are 
followed; in addition, 
support and monitoring 
of systems will be 
provided for NRI-AF2. 

 

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. 

For ADF project, only by 
Category, not by activity. 
For NRI-AF2, the chart 
of accounts will be set up 
to provide a complete 
project FMIS. 

Chart of 
accounts does 
not provide for 
sufficient 
project 
management 
information. 

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

Only one source for ADF 
project. This will be 
made for NRI-AF2. 

Allocations 
across various 
funding 
sources not 
made 
accurately. 

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

Yes, but this is quite 
simple for ADF. 

Ledgers not 
maintained or 
reconciled 
properly. 

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?  

Under Lao law, 
accounting records have 
to be kept for 10 years – 
both for entity and for 
projects. 

 

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

As per the 2015-16 
PAFO audit report, five 
issues not cleared from 
2014-15 audit report (i) 
and (iv) physical 
forest/logging controls 
not always implemented; 
(ii) and (iii) some income 
not deposited back to 
budget, but diverted to 
other uses; (v) some 
investment activities 

Entity financial 
governance 
issues are 
replicated for 
NRI-AF2. 
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were not approved by 
the National Assembly. 

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?  

 

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?  

Entity – yes, for 
investment budget. For 
ADF project, budgets are 
prepared by NPCO, 
including annual. 

 
 
Insufficient 
budget 
information 
and 
management. 
Potential for 
realignment of 
activities and 
funding being 
unreported. 

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

No; ADF project is by 
Category only. 

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

For ADF project, no 
budget comparison 
made at PPCO level – 
maybe made at NPCO 
level. For entity, they 
track expenditure versus 
annual budget. 

Same as 4.10 

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

  

For entity, generally no 
variations allowed; only 
possibility is through an 
allowable portion of 
income generation. 
However, this is not in 
line with the entity audit 
report findings. 

Loss of 
integrity in the 
use of funds 
and the 
purpose of 
fund use, 
potential cost 
over-runs 
creating cash 
flow and 
financing 
shortfalls. 
Risk of 
decisions 
being made 
and then no 
approval is 
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provided ex-
post raising 
the issue of 
where costs 
and financing 
responsibility 
lie 

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

No. Also, see 4.13 Same as 4.13 

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

 

Entity prepares their 
annual budget, then 
submit to Provincial 
Finance & Budget 
Department, who submit 
to MAF for consolidation. 
Monitoring/ oversight is 
provided through the 
PAFO Finance Dept’s 
preparation of financial 
reports, for PAFO 
management and 
Provincial Finance and 
Budget Dept. 

 

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?  

For entity, they plan and 
prepare their own 
budget, built up from 
each section/ 
department. DAFOs are 
responsible for their own 
budgets. 

 

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? 

 

For entity, plans and 
budgets are made as 
realistically as possible. 
 
Most funds are not 
managed by PAFO, as 
most payments are 
centralized under 
Provincial Finance and 
Budget Dept. Entity audit 
reports shows diversion 
of funds received from 
revenue. 
For government funding 
for projects, there is 
pressure to minimize the 
government budget and 
include project staffing 
costs under the project’s 
external funding, eg 
through project-paid 
consultants. 

Same as 4.10 
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The trend over the past 
few years has shown the 
diversion of income 
received, utilized for 
other purposes. 

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. Thresholds exist- 
amounts above the 
threshold require all 
supporting documents – 
procurement documents,  
contract/purchase order, 
invoice, inspection 
certification. All details 
checked before 
payment. 

 

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. All invoices 
stamped PAID; there is a 
process of review of 
payments, before 
payment is made. 

 

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

 

Payroll prepared by 
PAFO and paid by 
Provincial Dept of 
Finance and Budget; 
salaries paid direct to 
staff bank accounts. 
Time sheets not always 
required. 

Lack of 
accountability, 
in absence of 
time sheets 

Policies And Procedures    

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

All on a cash basis  

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?  

National accounting 
standards are followed 

Non-
application of 
international 
standards. 

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

PAFO follows policies 
and procedures as 
prescribed by MoF (No. 
2066 etc); ADF project 
has a separate (non- 
comprehensive) financial 
management manual, 
prepared by NPCO and 
agreed with MAF and 
donor; this includes 
relevant MoF provisions. 

Lack of clear, 
consistent and 
comprehensive 
FM systems 
and 
procedures. 
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4.24 Is the accounting policy and procedure 
manual updated regularly and for the 
project activities?  

For ADF project, not 
updated. 

Lack of up to 
date 
information. 

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

Only MoF and the donor 
can amend their 
respective procedures. 
For ADF project, this is 
monitored from the 
central (NPCO) level. 

 

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

See 4.23. For NRI-AF2, 
detailed guidelines will 
be put in place. 

Same as 4.23 

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?  

GOL Labor Laws (2006), 
Articles 72 and 73 relate 
to Conflicts of Interest, 
although are not specific. 
NRI-AF2 will include 
internationally accepted 
provisions re Conflicts of 
Interest and Related 
Party transactions in its 
FMM. 

No clear 
policies and 
procedure 
followed for 
Conflicts of 
Interest. 

4.28  Are manuals distributed to appropriate 
personnel?  

MoF and donor 
procedures are available 
to everyone concerned; 
NPCO manuals 
distributed to concerned 
staff. 

 

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

Through external audit 
and government 
monitoring only. For ADF 
project, little/no donor 
monitoring. 

Lack of 
sufficient 
compliance 
monitoring. 

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 NRI-AF2, 
arrangements are to be 
set up. For entity, there 
is no bank account – 
either the expenses are 
paid directly by finance 
department or PAFO 
obtains cash advances. 
For ADF project, USD 
20,000 Imprest Sub-
Account, with PAFO 
signatories. 

Same as 2.4 

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

Yes – Excel for entity; 
ADF project also uses 
Excel, as customized 
system (MS Access) 
cannot do this. 

Same as 4.1 
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4.32  Describe the collection process and cash 
handling procedures. Do controls exist for 
the collection, timely deposit and recording 
of receipts at each collection location?  

Cash receipts and 
expenses for entity are 
recorded in cash book; 
cash held in safe – cash 
is from Provincial 
Finance & Budget Dept 
and from revenue 
sources. There is a 
Cashier at PAFO, and 
they follow MoF 
procedures. 

 

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? 

No bank account for 
entity; for ADF project, 
done monthly. Entity 
cash reconciled monthly. 

Same as 4.1 

4.34  Are all reconciling items approved and 
recorded? 

For ADF project, bank 
reconciliations are 
approved. 

 

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

For ADF project, 
discrepancies are 
followed up with the 
bank. 

 

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

No  

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

Unused cheques kept in 
ADF project safe. 

 

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

Yes, for entity. Also, 
cash advances given for 
ADF project (eg for 
districts) 

 

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

N/A  

Safeguard over Assets   

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

Government procedures 
- there is a department of 
asset control in PAFO. 

 

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? 

Fixed assets register is 
maintained, but detailed 
inventory controls are 
not systematically 
applied (for example, 
assigning responsibility 
for each asset, through 
signature). 

Fixed asset 
inventory 
controls not 
maintained 
properly. 

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

No – see 4.41  
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4.43 Are there periodic physical inventories of 
fixed assets, inventories and stocks? Are 
fixed assets, inventories and stocks 
appropriately labeled? 

Yes, by department for 
asset control. 

 

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? 

Physical inventory 
checks are based on 
reports to department for 
asset control, from other 
departments. 

 

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? 

No clear rules followed 
with regard to disposals. 

 

4.46  Are assets sufficiently covered by insurance 
policies?  

 

Only management 
vehicles are insured; 
other assets, no 

Loss of assets. 

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

No depreciation taken up  

Other Offices and Implementing Entities    

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

District offices (DAFOs) 
will be involved in NRI-
AF2 project technical 
implementation 

 

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. 

For ADF project (working 
in three districts), no 
bank accounts are 
established in districts; 
PPCO issues cash 
advances on a case-by-
case basis. Other roles 
are technical. 

 

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?  

Such procedures for 
NRI-AF2 will be 
developed if required, 
but see 4.53. 

 

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?  

For ADF – see 4.49 
above. For NRI-AF2, 
these procedures will be 
developed 

 

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. 

For ADF – see 4.49 
above. For NRI-AF2, 
these procedures will be 
developed 

 

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

For NRI-AF2, it is 
expected that Sub-
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management capacity of the administrator 
of such sub-accounts.  

accounts will not be 
required at DAFOs.  

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? 

It appears that there is 
no clear/formal system 
for financially managing 
contracts; the physical 
progress is certified 
before payment, as per 
contract terms. 

Contracts not 
managed 
properly, 
including 
overpaid. 

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

No clear/formal system  

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 cases have arisen.  
The GOL Anti-corruption 
Law (2005, updated 
2012) provides a Lao 
framework for corruption 
management. NRI-AF2 
will include provisions in 
its FMM. 

 

5. Internal Audit    

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

No. There is some 
internal checking on the 
physical activities, but no 
IA Department as such. 

No pre-audit or 
post-audit of 
transactions, 

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  
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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?  

Yes; done by SAO 
annually 

 

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

 

2016 audit report 
received in first part of 
2017; 2017 audit to start 
June 2018 

 

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?  

National standards International 
standards not 
applied. 

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

For 2015-16, PAFO audit 
commented that 
implementation of 
activities was not good; 
also there were the 
issues from the previous 
year that had not been 
corrected (see 4.7) 

Same as 4.7 

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

Exit discussions are held 
between auditor and 
management 

 

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

No  

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

See notes re audit 
report, above 

Same as 4.7 

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 for entity audit  

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? 

Issues are stated in audit 
report 

 

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

Private firms have been 
used for projects; for 
NRI-AF2, a private audit 
firm is recommended. 

International 
standards not 
applied. 

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

Long time since last 
project audit. For current 
project (ADF), this 
started in 2015, and 
2015 to 2017 audit just 
being completed now – 
exit discussion notes (for 
Management Letter) 
were made available; 
this showed a few 
management issues 
relating to fixed assets 
inventory control, 
showing details for fund 
receipts, and signing for 
handover of cash. 

Proper control 
systems and 
procedures not 
in place, 
and/or not 
being followed. 

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? 

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? 

For ADF project, TOR 
agreed with 
PAFO/NPCO and ADF. 

 

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

See 6.11  

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)? 

Auditors have 
experience of audits of 
ADB projects. 

 

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  

 [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? 

See 6.11  

7. Reporting and Monitoring    

7.1  Are financial statements and reports 
prepared for the entity?  

Yes, monthly for PAFO  
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7.2  Are financial statements and reports 
prepared for the implementing unit(s)?  

Yes for ADF project – 
reporting to NPCO (at 
MAF) 

 

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?  

Monthly; ADF financial 
reports submitted within 
10 days; for PAFO, 15 
days deadline but 
sometimes late 

 

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

Yes, project reporting 
system has specific 
requirements 

Incomplete 
project reports.  

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?  

For ADF project, yes. 
Will be the same for NRI-
AF2 

 

7.6 Are financial management reports used by 
management?  

Yes, to track 
expenditure; also for 
ADF project in order to 
replenish funds 

Same as 7.4 

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

Yes, but not completely 
for ADF project. 

Same as 7.4 

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?  

For entity, in Excel; for 
ADF project, in Excel, 
using project accounting 
system 

Not using a 
sound basis for 
preparation of 
project reports.  

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

No. There is a need for 
NRI-AF2 to develop a 
standardized and 
integrated system. 

Same as 7.8 

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

In the past 10 years – 
ADB (two projects; both 
completed) and one ADF 
project (ongoing) 

GOL staff not 
so experienced 
in day-to-day 
projects’ FM. 

8. Information Systems (re ADF Project)   

8.1  Is the financial accounting and reporting 
system computerized?  

Partially Same as 7.8 

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

Customized, using MS 
Access 

 

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

Developed for ADF 
project only, is 
standalone; not based 
on commercially 
available accounting 
software. Entity uses 
Excel. 
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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? 

Manually consolidate 
project figures into 
overall government 
reporting 

 

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? 

ADF project requires 
manual/Excel 
interventions 

Same as 7.8 

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

See 8.5 Same as 7.8 

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

For the computerized 
accounting system used 
for the ADF project 
(using MS Access), the 
Accountant received 
some specific training re 
using MS Access project 
software. 

Same as 7.10 

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

For ADF project, the 
software/data is 
managed on one 
computer only – the 
Accountant’s computer. 

 

8.9   Are there back-up procedures in place? Yes  

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

For ADF project, email 
and external hard drive 
back-ups; for entity, only 
USB back-ups, although 
reports are submitted by 
email. No firm policy, 
more an ad hoc 
approach. 

Loss of data 
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ANNEX 1C QUESTIONNAIRE (PAFO, Xaignabouli) 
 
Financial Management Assessment Questionnaire 

Provincial Agriculture and Forestry Office (PAFO) – Xaignabouli (XB) 
 

Notes:  

• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its part of the FM requirements for a proposed project (NRI-AF2). 

• The assessment below is based on: (i) the operations of the entity/agency itself (where 

appropriate); and/or (ii) the operations of previous/ongoing externally-funded projects. For this 

agency, there have been a number of externally-funded projects over the past 10 years (up to 

now), with PAFO being one of a number of PPCOs (provincial implementing units), as follows: 

o EU project, 2007-2010 (5 provinces, under MAF). 
o IFAD, 2012-2017 (5 provinces, under MAF) 
o ADB/IFAD/GiZ, 2011-2017 (multiple provinces, under MAF) 
o WB, 2014-2018; to close in June (multiple provinces, under MAF); Project: SUFORD 

 

Topic Response Potential Risk Event 

1. Executing / Implementing Agency    

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

Government agency  

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

N/A  

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 Notes at top 
of page. 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

PAFO reports 
financially to the 
Provincial Finance & 
Budget Department, 
and operationally to 
central MAF and 
provincial Planning & 
Investment 
Department 

 

1.6   Describe the regulatory or supervisory 
agency of the entity. 

MAF (Ministry)  

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

For NRI-AF2, 
Executing Agency is 
MAF, delegated to 
DoI, following MoF 
regulatory framework. 

 

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

No organizational 
structure available; 
PAFO has proposed 
12 of its staff for NRI-
AF2 only. 

Insufficient PAFO 
staff made available 
for NRI-AF2. 
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1.9  Does the entity have a Code of Ethics in 
place? 

GOL Labor Laws 
(2006), Article 59, 
includes a provision 
regarding ethics, 
although this is not 
specific. 

 

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

No known cases  

2. Funds Flow Arrangements    

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

Proposed fund flow 
and other FM 
arrangements for NRI-
AF2 will be prepared, 
aiming to support the 
Govt decentralization 
program, taking 
account of ADB/MoF 
regulations. Fund flow 
will see ADB fund 
transferred to an 
imprest account held 
by MOF who will 
transfer to 5 
subaccounts in each 
province and DOI. 
Payments of 
contractors will be 
direct from ADB 

Shortage of funds in 
Imprest Account, for 
replenishing Sub-
accounts 

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

Yes but with the need 
for active management 
to ensure cashflow 
constraints do not 
emerge  

 

2.3   Are the disbursement methods 
appropriate? 

Yes, as explained in 
main FMA Report. 

 

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

 

Due to public sector 
financial management 
systems the DOI 
(entity) does not 
manage public sector 
bank accounts, bank 
accounts are managed 
for projects under 
parallel arrangements. 
This has required 
additional external 
skills and capacity to 
be introduced.  

Entity has limited 
experience of fund 
management. 

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

Bank of Lao, under 
MOF, for Imprest 
Account, with PAFO 

 



73 
 

 

Topic Response Potential Risk Event 

sub-account held at 
BCEL. 

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? 

For sub-account at 
PAFO: 
Yes 
 
Not clear; but unlikely 
to be needed for 
province. 
Yes 
 
Yes 

 

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

Required and 
appropriate for both 
aspects. 

 

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

Some (historical) – see 
above and separate 
notes of meetings with 
PAFO. 

PAFO has insufficient 
number of FM staff 
and existing staff lack 
experience in day-to-
day FM for ADB 
projects. 

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

No. PAFO has some 
experience, but will 
need more training, 
especially with more 
decentralized 
arrangements, where 
there will be more FM 
responsibilities at the 
PAFO level. 

Same as 2.8 

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, but the risk will be 
managed at DOI level. 

 

2.11 How are the counterpart funds 
accessed?  

 

The only GoL 
contribution will be for 
salaries of GoL 
personnel working on 
the project. 

Same as 1.8 

2.12 How are payments made from the 
counterpart funds?  

 

Through payment of 
salaries – payroll 
prepared by PAFO, for 
payment (direct to 
staffs’ respective bank 
account) by provincial 
Dept of Finance & 
Budget. 
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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?  

 

GOL has a system, 
based on Cash 
Advances. NRI-AF2 
systems and 
procedures will include 
the use of advances 
on approved work 
plans and then final 
payment of items 
based on field 
verification of works 
completion and 
standards along with 
supporting 
documentation by 
Project staff. 

Community level 
funding, through 
Cash Advances, is 
not well managed. 

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? 

For NRI-AF2, no 
financial contribution 
however there may be 
in kind labor 
contribution; guidelines 
will be prepared for 
NRI-AF2. 

Labor is not 
available. 

3. Staffing    

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

 

For NRI-AF2, there is 
no proposed 
organizational 
structure as such yet, 
but PAFO have 
allocated persons for 
12 positions, including 
1 Accountant. There 
are 8 finance staff in 
PAFO. 

The cumulative 
demand of the entity, 
individual projects 
(both ADB and other) 
do not seem to have 
been carefully 
assessed. There is a 
requirement for 
additional trained FM 
staff in PAFO.  

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

Will need to be a 
combination, as 
unlikely that all 
required staff are 
existing. 

Same as 1.8 

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.  

There will be two 
accounting staff 
(excluding cashiering 
duties) required for 
PAFO - NRI-AF2. Job 
descriptions are 
attached. 

PAFO FM staff with 
inadequate training in 
the establishment 
and use of double 
entry bookkeeping 
and the use of project 
based accounts and 
financial reports, 
budgeting and 
disbursement 
procedures  

3.4  Is the project finance and accounting 
function staffed adequately?  

No. There are 8 
finance staff within 
PAFO, but specific 

Same as 1.8 and 3.3. 
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staff allocations not 
made yet. 

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

No. There is some 
experience within 
PAFO, but most of 
current (WB) project 
accounting is carried 
out by consultant; 
training will be 
required. 

Same as 3.3 

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

Not adequately. There 
is some experience 
with ADB, and also 
WB. But further 
training will be needed. 

Same as 3.3 

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

Existing staff members 
are permanent GoL 
staff; there is also a 
long-term consultant in 
place (WB project). 
There are 8 permanent 
GoL-paid finance staff 
in PAFO, but two full-
time staff are to be 
assigned for NRI-AF2..  

 

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

Not applicable project 
not approved  
Appointment date 
should be prior to loan 
negotiation to enable 
familiarization and 
training  

Same as 1.8 

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. 

See 3.3 Same as 3.3 

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?  

See 3.3 re FM.  

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

PAFO finance staff 
mostly longstanding – 
at least 4 years. 

 

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

There is no firm policy. 
Accounting staff will 
need training, support 
and monitoring under 
NRI-AF2. 

Same as 2.8 
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3.13 Describe the list of training programs 
attended by finance and accounting staff 
in the last 3 years. 

 

SUFORD project 
finance staff 
(consultant plus 2 GOL 
staff) had some 
training on donor 
procedures, and on 
accounting software 
(Accpac). 

 

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? 

In practice, no. Entity 
uses Excel. Projects 
use a combination of 
Excel and Accpac 
accounting software; 
this records all 
transactions; recording 
of expenses is by 
Category and by 
activity. An accounting 
system (based on 
double entry 
bookkeeping through a 
suitable accounting 
software will be 
established at the start 
of NRI-AF2. 

Entity has limited 
experience in 
establishing and 
implementing 
complete project 
accounting systems 
and continues to rely 
on external expertise. 

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

Yes, MOF internal 
control guidelines are 
followed; in addition, 
support and monitoring 
of systems will be 
provided for NRI-AF2. 

 

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. 

For SUFORD, yes, the 
chart of accounts is 
able to capture data by 
Category, and by 
activity. For NRI-AF2, 
the chart of accounts 
will be set up to 
provide a complete 
project FMIS. 

Chart of accounts 
does not provide for 
sufficient project 
management 
information. 

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

For SUFORD, only 
one funding source. 
For NRI-AF2, the chart 
of accounts will be set 
up to separately record 
receipts and payments 
for each funding 
source. 

Allocations across 
various funding 
sources not made 
accurately. 

4.5  Are the General Ledger and subsidiary 
ledgers reconciled monthly?  

 
     Are actions taken to resolve reconciliation 

differences? 

For SUFORD, yes. 
Subsidiary ledgers are 
reconciled monthly. 
Yes 

Ledgers not 
maintained or 
reconciled properly. 
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4.6   Describe the EA’s policy for retention of 
accounting records including supporting 
documents (e.g, ADB’s policy requires 
that all documents should be retained 
for at least 1 year after ADB receives the 
audited project financial statements for 
the final accounting period of 
implementation, or 2 years after the loan 
closing date, whichever is later). Are all 
accounting and supporting documents 
retained in a defined system that allows 
authorized users easy access?  

Under Lao law, 
accounting records 
have to be kept for 10 
years – both for entity 
and for projects. 

 

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

As per 2015-2016 
entity audit report, 
there were two points 
still pending: (i) Kip 
830 million income not 
deposited back to 
budget; and (ii) 
diversion of funds from 
one budget line to 
another, and utilization 
of budget to pay back 
undeposited income 
from prior years. 

Entity financial 
governance issues 
are replicated for 
NRI-AF2. 

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?  

 

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?  

Entity – yes, for 
investment budget. For 
projects, budgets are 
prepared by NPCO, 
including annual. 

 
 
Insufficient budget 
information and 
management. 
Potential for 
realignment of 
activities and funding 
being unreported. 

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

 

For SUFORD is by 
activity as well as 
Category, but overall 
for projects, budgets 
are not used as an 
ongoing management 
tool, in terms of 
entering budgets in the 
system and regular 
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reporting against each 
activity. 

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

For SUFORD project, 
reports show 
comparison; variances 
are followed up at 
NPCO level. For entity, 
they track expenditure 
versus annual budget. 

Same as 4.10 

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

  

For entity, generally no 
variations allowed; 
only case-by-case 
basis agreed with Dept 
of Finance & Budget. 
However, this is not in 
line with the entity 
audit report findings. 

Loss of integrity in 
the use of funds and 
the purpose of fund 
use, potential cost 
over-runs creating 
cash flow and 
financing shortfalls. 
Risk of decisions 
being made and then 
no approval is 
provided ex-post 
raising the issue of 
where costs and 
financing 
responsibility lie 

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

 

No. All variations are 
supposed to be agreed 
by Dept of Finance & 
Budget. Again, this is 
not in line with the 
entity audit reports. 

Same as 4.13 

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

 

Entity prepares their 
annual budget, then 
submit to Provincial 
Finance & Budget 
Department, who 
submit to MAF for 
consolidation. 
Monitoring/ oversight 
is provided through the 
PAFO Finance Dept’s 
preparation of financial 
reports, for PAFO 
management and 
Provincial Finance and 
Budget Dept. 

 

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?  

For entity, they plan 
and prepare their own 
budget, built up from 
each section/ 
department. DAFOs 
are responsible for 
their own budgets. 
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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? 

 

For entity, plans and 
budgets are made as 
realistically as 
possible. 
 
Most funds are not 
managed by PAFO, as 
most payments are 
centralized under 
Provincial Finance and 
Budget Dept. Entity 
audit reports shows 
diversion of funds 
received from revenue. 
For government 
funding for projects, 
there is pressure to 
minimize the 
government budget 
and include project 
staffing costs under 
the project’s external 
funding, eg through 
project-paid 
consultants. 
The trend over the 
past few years has 
shown the diversion of 
income received, 
utilized for other 
purposes. 

Same as 4.10 

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. Thresholds exist- 
amounts above the 
threshold require all 
supporting documents 
– procurement 
documents,  
contract/purchase 
order, invoice, 
inspection certification. 
All details checked 
before payment. 

 

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. All invoices 
stamped PAID; there 
is a process of review 
of payments, before 
payment is made. 

 

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

Payroll prepared by 
PAFO and paid by 
Dept of Finance and 
Budget; salaries paid 

Lack of 
accountability, in 
absence of time 
sheets 
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 direct to staff bank 
accounts. Time sheets 
not always required. 

Policies And Procedures    

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

All on a cash basis  

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?  

National accounting 
standards are followed 

Non-application of 
international 
standards. 

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

PAFO follows policies 
and procedures as 
prescribed by MoF 
(No. 2066 etc); 
projects have some 
(non-comprehensive) 
guidelines prepared by 
NPCO and agreed 
with MAF and donor; 
this includes relevant 
MoF provisions. 

Lack of clear, 
consistent and 
comprehensive FM 
systems and 
procedures. 

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

For projects, updated 
sometimes by NPCO. 

Lack of up to date 
information. 

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

Only MoF and the 
donor can amend their 
respective procedures. 
For the projects, this is 
monitored from the 
central (NPCO/PMU) 
level. 

 

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

See 4.23. For NRI-
AF2, detailed 
guidelines will be put 
in place. 

Same as 4.23 

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?  

GOL Labor Laws 
(2006), Articles 72 and 
73 relate to Conflicts of 
Interest, although are 
not specific. NRI-AF2 
will include 
internationally 
accepted provisions re 
Conflicts of Interest 
and Related Party 
transactions in its 
FMM. 

No clear policies and 
procedure followed 
for Conflicts of 
Interest. 

4.28  Are manuals distributed to appropriate 
personnel?  

MoF and donor 
procedures are 
available to everyone 

 



81 
 

 

Topic Response Potential Risk Event 

concerned; NPCO 
manuals distributed to 
concerned staff. 

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

Through external audit 
and government 
monitoring only. For 
projects, limited donor 
monitoring. 

Lack of sufficient 
compliance 
monitoring. 

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 NRI-AF2, 
arrangements are to 
be set up. For entity, 
there is no bank 
account - larger 
payments are made by 
Dept of Finance & 
Budget, while PAFO 
gets cash advances to 
fund small expenses. 
Projects use Imprest 
sub-accounts with 
PAFO signatories. 

Same as 2.4 

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

Yes – Excel for entity. 
Currently, no firm GOL 
policy on public sector 
accounting, although 
there are moves 
towards GOL using 
accounting software. 
Projects use 
combination of 
accounting software 
and Excel. GOL policy 
(Accounting Law) is 
that MOF have to 
approve accounting 
software for projects. 

Same as 4.1 

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?  

Cash receipts and 
expenses for entity are 
recorded in cash book; 
cash held in safe. 
There is a Cashier at 
PAFO, and they follow 
MoF procedures. 

 

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? 

No bank 
reconciliations for 
entity; for projects, 
done monthly. Entity 
cash reconciled 
weekly. 

Same as 4.1 

4.34  Are all reconciling items approved and 
recorded? 

For projects, bank 
reconciliations are 
approved. 
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4.35 Are all unusual items on the bank 
reconciliation reviewed and approved by 
a responsible official?  

Discrepancies are 
followed up with the 
bank. 

 

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

No  

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

Unused cheques kept 
in safe. 

 

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

Yes, as no bank 
account for PAFO 
entity. Some cash 
advances are given by 
PAFO to DAFOs, as 
necessary. 

 

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

N/A  

Safeguard over Assets   

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

Government 
procedures 
There is a department 
of asset control in 
PAFO. 

 

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? 

Fixed assets register is 
maintained, but 
detailed inventory 
controls are not 
systematically applied 
(for example, 
assigning 
responsibility for each 
asset, through 
signature). 

Fixed asset inventory 
controls not 
maintained properly. 

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

No – see 4.41  

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

Yes, by department for 
asset control. 

 

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? 

Physical inventory 
checks are based on 
reports to department 
for asset control, from 
other departments. 

 

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? 

No clear rules followed 
with regard to 
disposals. 
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4.46  Are assets sufficiently covered by 
insurance policies?  

 

Only management 
vehicles are insured; 
other assets, no 

Loss of assets. 

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

No depreciation taken 
up 

 

Other Offices and Implementing Entities    

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

District offices 
(DAFOs) will be 
involved in NRI-AF2 
project technical 
implementation. 

 

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. 

For other projects 
(working in various 
districts), no bank 
accounts are 
established; PPCO 
issues cash advances 
on a case-by-case 
basis. Other roles are 
technical. For NRI-
AF2, it is not expected 
that there will be any 
role for district FM 
staff. 

 

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?  

Such procedures for 
NRI-AF2 will be 
developed if required, 
but see 4.53. 

 

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?  

For other projects – 
see 4.49 above. For 
NRI-AF2, these 
procedures will be 
developed 

 

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. 

For other projects – 
see 4.49 above. For 
NRI-AF2, these 
procedures will be 
developed 

 

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.  

For NRI-AF2, it is 
expected that Sub-
accounts will not be 
required at DAFOs.  

 

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 

It appears that there is 
no clear/formal system 
for financially 
managing contracts; 
the physical progress 

Contracts not 
managed properly, 
including overpaid. 
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the records consistent with physical 
outputs/deliverables of the contract? 

is certified before 
payment, as per 
contract terms 

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

No clear/formal system  

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 cases have arisen.  
The GOL Anti-
corruption Law (2005, 
updated 2012) 
provides a Lao 
framework for 
corruption 
management. NRI-
AF2 will include 
provisions in its FMM. 

 

5. Internal Audit    

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

No. There is some 
internal checking on 
the physical activities, 
but no IA Department 
as such. 

No pre-audit or post-
audit of transactions, 

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 

N/A  
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availability and completeness of 
records? 

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?  

Yes; done by SAO 
annually 

 

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

2015-2016 audit report 
received; 2017 audit 
not done yet. 

 

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?  

 

National standards International 
standards not 
applied. 

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

In the 2015-16 audit 
report, there were still 
issues pending from 
prior years; for 2015-
16, audit noted “good 
implementation of 
activities and 
guidelines”, but (i) 
there was cumulative 
income undeposited to 
budget of Kip 770 
million; (ii) their 
financial reporting was 
not clear and had not 
used the GoL software 
and chart of accounts; 
and (iii) they had not 
followed all the 
required MoF 
guidelines for all 
months. 

Same as 4.7 

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

Exit discussions are 
held between auditor 
and management 

 

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

No  
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6.7  Has the external auditor expressed any 
issues on the availability of complete 
records and supporting documents? 

See notes re audit 
report, above 
(including 
Management Letter) 

Same as 4.7 

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 for entity audit  

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? 

Issues are stated in 
audit report. 

 

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? 

Private firms have 
been used for projects. 
For NRI-AF2, a private 
audit firm is 
recommended. 

International 
standards not 
applied. 

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

PAFO was unable to 
provide a copy of any 
project audit reports. 

 

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? 

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? 

For projects, TOR 
done and agreed by 
NPCO 

 

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

See 6.11  

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)? 

Auditors have 
experience of audits of 
ADB projects. 

 

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  

 [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? 

See 6.11  

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

Yes, quarterly for 
PAFO 

 

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

Yes for projects – 
reporting to NPCO (at 
MAF) 

 

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?  

Quarterly (but 
replenishments are as 
required); project 
financial reports - 
within 5 days; for 
PAFO, early close off 
for submission by 25th. 

 

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

Yes, projects’ reporting 
systems have specific 
requirements, agreed 
with NPCO. 

Incomplete project 
reports.  

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?  

For projects, yes. Will 
be the same for NRI-
AF2 

 

7.6 Are financial management reports used 
by management?  

Yes, to track 
expenditure; also for 
projects in order to 
replenish funds but the 
management 
information is limited. 

Same as 7.4 

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

Yes, but not 
completely for 
projects. 

Same as 7.4 

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?  

In Excel, directly from 
project accounting 
system. For PAFO, in 
Excel. 

Not using a sound 
basis for preparation 
of project reports.  

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

No. There is a need for 
NRI-AF2 to develop a 
standardized and 
integrated system. 

Same as 7.8 

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

In the past 10 years – 
4 projects (EU, IFAD, 
ADB/ IFAD/GiZ, WB); 
mostly completed – 
one ongoing but about 
to be completed. 

GOL staff not so 
experienced in day-
to-day projects’ FM. 

8. Information Systems   

8.1  Is the financial accounting and reporting 
system computerized?  

Entity uses Excel; 
SUFORD project uses 

Same as 7.8 
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combination of Excel 
and Accpac. 

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

Combination of 
Accpac and Excel. 
Accpac is not 
customized to provide 
reports for general 
project financial 
reporting or SOE 
reporting. There is 
duplication in Accpac 
and Excel in both data 
entry and 
consolidation of 
transactions, to 
achieve required 
reporting outputs. 

 

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

For SUFORD project, 
standalone. Entity 
uses Excel. 

 

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? 

Manually consolidate 
project figures into 
overall government 
reporting 

 

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? 

SUFORD project can 
generate financial 
reports directly from 
system, although they 
were not able to show 
this during interview. 

Same as 7.8 

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

See 8.5 Same as 7.8 

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

Training provided for 
the computerized 
accounting system for 
SUFORD project; 
supported almost 
entirely by consultant. 

Same as 7.10 

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

For projects, the 
software/data is 
managed by the 
consultant – on 
desktop and laptop. 
Other management 
processes not clear. 

 

8.9   Are there back-up procedures in place? Yes, but not clear.  

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

For projects/PAFO, 
back- ups on external 
hard drive, plus hard 
copy and computer 

Loss of data 
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hard drive. No formal 
system, more ad hoc. 
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ANNEX 1D QUESTIONNAIRE (PAFO, XIANGKHOUANG) 
 
Financial Management Assessment Questionnaire 

Provincial Agriculture and Forestry Office (PAFO) – Xiangkhouang (XK) 
 

Notes:  

• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its part of the FM requirements for a proposed project (NRI-AF2). 

• The assessment below is based on: (i) the operations of the entity/agency itself (where 

appropriate); and/or (ii) the operations of previous/ongoing externally-funded projects. For this 

agency, there are a number current externally-funded projects, with PAFO being one of a number 

of PPCOs (provincial implementing units), as follows: 

o The Agro-Biodiversity Initiative (TABI), SDC (Swiss)-funded, 2009-2020, under MAF. 
Small amount of funding for XK 

o Livestock, funded by ADB/IFAD/SDC, 2015-2022, under MAF, USD 30 million across four 
provinces; Accountant paid by project (Consultant). 

o LURAS, SDC-funded, 2017-2021, under MAF, USD 7.2 million across five provinces; 
Accountant paid by project (Consultant). 

o Agriculture (GAFSP), ADB-funded, 2017-2022 (but not yet started), under MAF, USD 30 
million across four provinces. 

o Forestry, WB-funded, 2018-2020 (but not yet started), under MAF, USD 0.44 million. 
o UDIN, SDC-funded, 2016-2018, under MAF, USD 0.75 million. 

In addition, there are three ongoing projects funded through NGOs (CARITAS, SAIFUND), and 

there were five earlier projects (funded by ADB/IFAD, Korea and Viet Nam), with completion dates 

from 2005 to 2011. 

The assessment was able to take account of discussions with the FM representatives of the TABI 
project. However, it was not possible to have detailed FM discussions with representatives of any 
of the other projects.  
 

Topic Response Potential Risk 
Event 

 
1. Executing / Implementing Agency  

  

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

Government agency  

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

N/A  

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 Notes at top 
of page. 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

PAFO reports 
financially to the 
Provincial Finance & 
Budget Department, 
and operationally to 
central MAF and 
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provincial Planning & 
Investment 
Department 

1.6   Describe the regulatory or supervisory 
agency of the entity. 

MAF (Ministry)  

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

For NRI-AF2, 
Executing Agency is 
MAF, delegated to 
DoI, following MoF 
regulatory framework. 

 

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

No organizational 
structure available; 
PAFO has proposed 
some of its staff for 
NRI-AF2. 

Insufficient PAFO 
staff made available 
for NRI-AF2. 

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

GOL Labor Laws 
(2006), Article 59, 
includes a provision 
regarding ethics, 
although this is not 
specific. 

 

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

No known cases  

2. Funds Flow Arrangements    

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

Proposed fund flow 
and other FM 
arrangements for 
NRI-AF2 will be 
prepared, aiming to 
support the Govt 
decentralization 
program, taking 
account of ADB/MoF 
regulations. Fund flow 
will see ADB fund 
transferred to an 
imprest account held 
by MOF who will 
transfer to 5 
subaccounts in each 
province and DOI. 
Payments of 
contractors will be 
direct from ADB 

Shortage of funds in 
Imprest Account, for 
replenishing Sub-
accounts 

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

Yes but with the need 
for active 
management to 
ensure cashflow 
constraints do not 
emerge  
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2.3   Are the disbursement methods 
appropriate? 

Yes, as explained in 
main FMA Report. 

 

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

 

Due to public sector 
financial management 
systems the PAFO 
(entity) does not 
manage public sector 
bank accounts, bank 
accounts are 
managed for projects 
under parallel 
arrangements. This 
has required 
additional external 
skills and capacity to 
be introduced.  

Entity has limited 
experience of fund 
management. 

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

Bank of Lao, under 
MOF, for Imprest 
Account, with PAFO 
sub-account held at 
BCEL. 

 

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? 

For sub-account at 
PAFO: 
Yes 
 
Not clear; but unlikely 
to be needed for 
province. 
Yes 
 
Yes 

 

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

Required and 
appropriate for both 
aspects. 

 

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

Yes – see above and 
separate notes of 
meetings with PAFO; 
but limited for PAFO 
GOL staff, with 
reliance on external 
capacity. 

PAFO has insufficient 
number of FM staff 
and existing staff lack 
experience in day-to-
day FM for ADB 
projects. 

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

No. PAFO has some 
experience, but will 
need more training, 
especially with more 
decentralized 
arrangements, where 
there will be more FM 
responsibilities at the 
PAFO level. 

Same as 2.8 
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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, but the risk will 
be managed at DOI 
level. 

 

2.11 How are the counterpart funds 
accessed?  

 

The only GoL 
contribution will be for 
salaries of GoL 
personnel working on 
the project. 

Same as 1.8 

2.12 How are payments made from the 
counterpart funds?  

 

Through payment of 
salaries – payroll 
prepared by PAFO, 
for payment (direct to 
staffs’ respective 
bank account) by 
provincial Dept of 
Finance & Budget. 

 

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?  

 

GOL has a system, 
based on Cash 
Advances. NRI-AF2 
systems and 
procedures will 
include the use of 
advances on 
approved work plans 
and then final 
payment of items 
based on field 
verification of works 
completion and 
standards along with 
supporting 
documentation by 
Project staff. 

Community level 
funding, through 
Cash Advances, is 
not well managed. 

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?  

For NRI-AF2, no 
financial contribution 
however there may 
be in kind labor 
contribution; 
guidelines will be 
prepared for NRI-
AF2. 
 

Labor is not 
available. 

3. Staffing    

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

 

For NRI-AF2, there is 
no proposed 
organizational 
structure as such yet, 
but PAFO have 
allocated some 
persons for certain 
positions. There are 4 
permanent GoL-paid 

The cumulative 
demand of the entity, 
individual projects 
(both ADB and other) 
do not seem to have 
been carefully 
assessed. There is a 
requirement for 
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staff in Finance Dept 
in PAFO, plus two 
other persons 
assigned for current 
(four) projects (one 
from Admin, and one 
volunteer waiting for 
hire by GoL), PAFO 
need to consider how 
to allocate sufficient 
resources for all 
projects. 

additional trained FM 
staff in PAFO  

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

Will need to be a 
combination, as 
unlikely that all 
required staff are 
existing. 

Same as 1.8 

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.  

There will be two 
accounting staff 
(excluding cashiering 
duties) required for 
PAFO - NRI-AF2. Job 
descriptions are 
attached. 

PAFO FM staff with 
inadequate training in 
the establishment 
and use of double 
entry accounting and 
the use of project 
based accounts and 
financial reports, 
budgeting and 
disbursement 
procedures  

3.4  Is the project finance and accounting 
function staffed adequately?  

No. There may be 
insufficient numbers 
within PAFO with 
some staff currently 
working on other 
projects; specific staff 
allocations for NRI-
AF2 will need to be 
agreed. 

Same as 1.8 and 3.3. 

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

No. There is some 
experience within 
PAFO, but for TABI 
project, accounting 
work carried out by 
GoL Accountant is 
quite minor and 
support is given by 
project-paid 
consultant; training 
will be required. 

Same as 3.3. 

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

There is some limited 
experience with ADB, 
but further training will 
be needed. 

Same as 3.3. 
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3.7  What is the duration of the contract with 
the project finance and accounting staff?  

Existing staff member 
(TABI) is permanent 
GoL staff; there is 
one FM consultant 
hired for TABI project 
(based in VTE). All 
NRI-AF2 FM staff will 
be assigned from 
PAFO permanent 
staff for a period of 7 
years.  

 

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

Not applicable project 
not approved  
Appointment date 
should be prior to 
loan negotiation to 
enable familiarization 
and training  

Same as 1.8 

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. 

See 3.3 Same as 3.3 

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?  

See 3.3 re FM.  

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

PAFO finance staff 
(4) mostly 
longstanding – at 
least 5 years. 

 

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

No policy as such; 
accounting staff will 
need training, support 
and monitoring under 
NRI-AF2. 

Same as 2.8 

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

 

TABI Project 
Accountant (GoL) had 
some training from 
NPCO on donor 
procedures. 

 

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 

No. Entity uses Excel. 
Project (TABI) uses 
Excel to record and 
consolidate all 
transactions. 
Other projects not 
assessed. 

Entity has limited 
experience in 
establishing and 
implementing 
complete project 
accounting systems 
and continues to rely 
on external expertise. 



96 

 

Topic Response Potential Risk 
Event 

ADB)? Will the project use the entity 
accounting system? If not, what 
accounting system will be used for the 
project? 

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

Yes, MOF internal 
control guidelines are 
followed; in addition, 
support and 
monitoring of systems 
will be provided for 
NRI-AF2. 

 

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. 

For TABI project, just 
a list of payments is 
made; no CoA. 

Chart of accounts 
does not provide for 
sufficient project 
management 
information. 

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

For TABI project, only 
one funding source. 
These will be made 
for NRI-AF2 

Allocations across 
various funding 
sources not made 
accurately. 

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

For TABI project, not 
taken up, given the 
very simple reporting. 

Ledgers not 
maintained or 
reconciled properly. 

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?  

Under Lao law, 
accounting records 
have to be kept for 10 
years – both for entity 
and for projects. 

 

4.7   Describe any previous audit findings that 
have not been addressed. (Note: This 
relates to 2012-13, as latest audit report 
is for 2013-14) 

Not addressed from 
2012-13: (i) 
undeposited income – 
Kip 40 million plus 
286 million, used for 
admin expenses; and 
(ii) unimplemented 
activities 

Entity financial 
governance issues 
are replicated for 
NRI-AF2. 

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?  

Yes, mostly. (Not 
totally for TABI 
project). 

Internal controls not 
applied properly. 

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?  

Entity – yes, for 
investment budget. 
For TABI project, 
budgets are prepared 
by NPCO. 

 
 
Insufficient budget 
information and 
management. 
Potential for 
realignment of 
activities and funding 
being unreported 

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

For TABI project, sub-
projects have a 
budget, but overall 
budget is managed 
by NPCO. 

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

For TABI project, sub-
projects show 
comparison. For 
entity, they track 
expenditure versus 
annual budget. 

Same as 4.10 

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

  

For entity, generally 
no variations allowed; 
only for salaries, as 
agreed with Dept of 
Finance & Budget. 
This conflicts with the 
entity audit report 
findings. 

Loss of integrity in 
the use of funds and 
the purpose of fund 
use, potential cost 
over-runs creating 
cash flow and 
financing shortfalls. 
Risk of decisions 
being made and then 
no approval is 
provided ex-post 
raising the issue of 
where costs and 
financing 
responsibility lie. 

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

No. All variations to 
be agreed by Dept of 
Finance & Budget. 
This conflicts with the 
entity audit report 
findings. 

Same as 4.13 
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4.15 Who is responsible for preparation, 
approval and oversight/monitoring of 
budgets?  

 

Entity prepares their 
annual budget, then 
submit to Finance & 
Budget Department, 
who submit to MAF 
for consolidation. 
Monitoring/ oversight 
is provided through 
the PAFO Finance 
Dept’s preparation of 
financial reports, for 
PAFO management 
and Provincial 
Finance and Budget 
Dept. 

 

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?  

For entity, they plan 
and prepare their own 
budget, built up from 
each section/ 
department. DAFOs 
are responsible for 
their own budgets. 

 

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? 

 

For entity, plans and 
budgets are made as 
realistically as 
possible. 
 
Most funds are not 
managed by PAFO, 
as most payments 
are centralized under 
Provincial Finance 
and Budget Dept. 
Entity audit reports 
shows diversion of 
funds received from 
revenue. 
 
For government 
funding for projects, 
there is pressure to 
minimize the 
government budget 
and include project 
staffing costs under 
the project’s external 
funding, eg through 
project-paid 
consultants. 
The trend over the 
past few years has 
shown the diversion 
of income received, 
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utilized for other 
purposes. 

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. Thresholds 
exist- amounts above 
the threshold require 
all supporting 
documents – 
procurement 
documents,  
contract/purchase 
order, invoice, 
inspection 
certification. All 
details checked 
before payment. 

 

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. All invoices 
stamped PAID; there 
is a process of review 
of payments, before 
payment is made. 

 

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

 

Payroll prepared by 
PAFO and paid by 
Dept of Finance and 
Budget; salaries paid 
direct to staff bank 
accounts. No time 
sheets required, but a 
weekly report is done, 
by Section. 

Lack of 
accountability, in 
absence of time 
sheets 

Policies And Procedures    

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

All on a cash basis  

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?  

National accounting 
standards are 
followed 

Non-application of 
international 
standards. 

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

PAFO follows policies 
and procedures as 
prescribed by MoF 
(No. 2066 etc, as 
updated); TABI 
project has separate 
(non-comprehensive) 
financial management 
manual, prepared by 

Lack of clear, 
consistent and 
comprehensive FM 
systems and 
procedures. 
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NPCO; not clear re 
other projects. 

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

For TABI project, 
updated by NPCO. 
Not clear re other 
projects. 

Lack of up to date 
information. 

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

Only MoF and the 
donor can amend 
their respective 
procedures. For TABI 
project, this is 
monitored from the 
central (NPCO) level. 

 

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

See 4.23. For NRI-
AF2, detailed 
guidelines will be put 
in place. 

Same as 4.23 

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?  

GOL Labor Laws 
(2006), Articles 72 
and 73 relate to 
Conflicts of Interest, 
although are not 
specific. NRI-AF2 will 
include internationally 
accepted provisions 
re Conflicts of Interest 
and Related Party 
transactions in its 
FMM. 

No clear policies and 
procedure followed 
for Conflicts of 
Interest. 

4.28  Are manuals distributed to appropriate 
personnel?  

MoF and donor 
procedures are 
available to everyone 
concerned; For TABI, 
NPCO manuals 
distributed to 
concerned staff. 

 

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

Through external 
audit and government 
monitoring only. For 
TABI project, limited 
donor monitoring. 

Lack of sufficient 
compliance 
monitoring. 

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 NRI-AF2, 
arrangements are to 
be set up. For entity, 
there is no bank 
account - larger 
payments are made 
by Dept of Finance & 
Budget, while PAFO 
gets cash advances 

Same as 2.4 
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to fund other 
expenses – could be 
Kip 100 million at one 
time. TABI project 
uses one bank 
account (ceiling of 
KIP 10 million) for 
office running costs, 
and a second for 
activity costs on case-
by-case basis (last 
month Kip 30 million), 
with PAFO 
signatories. 

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

Yes – Excel for entity; 
TABI Project uses 
Excel.  
Other projects not 
assessed. 

Same as 4.1 

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?  

Cash receipts and 
expenses for entity 
are recorded in cash 
book, including 
revenue raised (eg 
service fees); cash 
held in safe. There is 
a Cashier at PAFO, 
and they follow MoF 
procedures. 

 

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? 

No bank 
reconciliations for 
entity; for TABI 
project, done for 
replenishments. 
Entity cash reconciled 
monthly – department 
of finance & budget 
checks every 6 
months. 

Same as 4.1 

4.34  Are all reconciling items approved and 
recorded? 

For TABI project, 
bank reconciliations 
are approved. 

 

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

It is not clear that 
discrepancies could 
be identified, as cash 
books are updated 
based on the bank 
statements  

Same as 4.1 

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

See 4.35  

4.37 Are there appropriate controls in 
safekeeping of unused cheques, USB 

Unused cheques kept 
in safe. 
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keys and passwords, official receipts 
and invoices? 

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

Yes, as no bank 
account for PAFO 
entity. Some cash 
advances are given 
by PAFO to DAFOs, 
as necessary. 

 

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

No online banking.  

Safeguard over Assets (applied for PAFO 
XB, the entity) 

  

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

Government 
procedures 
There is a department 
of asset control in 
PAFO. 

 

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? 

Fixed assets register 
is maintained, and 
detailed inventory 
controls are applied 
(for example, 
assigning 
responsibility for each 
asset, through 
signature). 

 

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

See 4.41; no other 
stock inventories 
required. 

 

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

Yes, by department 
for asset control. 

 

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? 

Physical inventory 
checks are based on 
reports to department 
for asset control, from 
other departments. 

Fixed asset inventory 
controls not 
maintained properly. 

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? 

After physical 
inventory, department 
for asset control 
agree on items that 
need to be disposed 
of. 

 

4.46  Are assets sufficiently covered by 
insurance policies?  

Only vehicles are 
insured; other assets, 
no. 

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

No depreciation taken 
up 

 

Other Offices and Implementing Entities    

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

District offices 
(DAFOs) will be 
involved in NRI-AF2 
project 
implementation. 

 

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. 

For TABI project 
(working in some 
districts), no bank 
accounts are 
established in 
DAFOs; PPCO issues 
cash advances on a 
case-by-case basis. 
Other roles are 
technical. 

 

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?  

Such procedures for 
NRI-AF2 will have to 
be developed once 
the expenditure 
profile is clear, and it 
is known what 
funding can still be 
centralized at 
provincial level, rather 
than decentralized to 
DAFOs. 

 

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?  

For TABI project – 
see 4.49 above. For 
NRI-AF2, these 
procedures will be 
developed 

 

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. 

For TABI project – 
see 4.49 above. For 
NRI-AF2, these 
procedures will be 
developed 

 

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.  

For NRI-AF2, it is 
expected that Sub-
accounts will not be 
required at DAFOs.  

 

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 

It appears that there 
is no clear/formal 
system for financially 
managing contracts; 

Contracts not 
managed properly, 
including overpaid. 
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made, and undisbursed balances? Are 
the records consistent with physical 
outputs/deliverables of the contract? 

the physical progress 
is certified before 
payment, as per 
contract terms 

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

No clear/formal 
system 

 

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 cases have 
arisen.  
The GOL Anti-
corruption Law (2005, 
updated 2012) 
provides a Lao 
framework for 
corruption 
management. NRI-
AF2 will include 
provisions in its FMM. 

 

5. Internal Audit    

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

No. There is some 
internal checking on 
the physical activities, 
but no IA Department 
as such. 

No pre-audit or post-
audit of transactions, 

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  
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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?  

Yes; done by SAO 
annually 

 

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

 

2013-2014 audit 
report received, dated 
3/10/15; PAFO 
advised that this is 
the last audit 
completed.  

Late, or lack of, 
audits and reports. 

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?  

National standards International 
standards not 
applied. 

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

Aside from issues not 
cleared from 2012-13 
(see 4.7), additional 
issue for 2013-14 was 
that, out of income of 
Kip 964 million, only 
66 million was 
deposited, with the 
rest used for 
expenses for other 
purposes; as per law, 
only 10% may be 
used for expenses. 

Same as 4.7 

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

Exit discussions are 
held between auditor 
and management 

 

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

No  

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

See notes re audit 
report, above 
(including 
Management Letter) 

Same as 4.7 
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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 for audit of entity  

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? 

Issues are stated in 
audit report. 

 

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? 

Private firms have 
been used for 
projects. For NRI-AF2 
a private audit firm is 
recommended.. 

International 
standards not 
applied. 

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

TABI project declined 
to provide a copy of 
the audit report(s), 
due to some “secret” 
information. PAFO 
unable to provide a 
copy of the audit 
report(s) for all 
projects. 

 

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? 

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? 

For TABI project, 
TOR done and 
agreed by NPCO 

 

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

See 6.11  

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)? 

Auditors have 
experience of audits 
of ADB projects 

 

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  

 [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 

See 6.11  
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Topic Response Potential Risk 
Event 

statements and related audit report that 
have remained unaddressed? 

7. Reporting and Monitoring    

7.1  Are financial statements and reports 
prepared for the entity?  

Yes, monthly for 
PAFO 

 

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

Yes, for TABI project 
– reporting to NPCO 
(at MAF) for 
replenishments. 

 

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 TABI project, for 
replenishments only; 
for PAFO, early close 
off for submission by 
25th. 

 

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

Yes, projects’ 
reporting systems 
have specific 
requirements, agreed 
with NPCO. 

Incomplete project 
reports.  

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?  

For TABI project, yes. 
Will be the same for 
NRI-AF2 

 

7.6 Are financial management reports used 
by management?  

Yes, to track 
expenditure; also for 
TABI project in order 
to replenish funds 

Same as 7.4 

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

Yes, for PAFO; for 
TABI project, for sub-
projects. 

Same as 7.4 

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?  

For TABI project, 
directly from project 
accounting system, in 
Excel. For PAFO, in 
Excel. 

Not using a sound 
basis for preparation 
of project reports.  

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? 

There is a need for 
NRI-AF2 to develop a 
standardized and 
integrated system 

Same as 7.8 

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

Yes, some; see notes 
at the beginning of 
this questionnaire. 

GOL staff not so 
experienced in day-
to-day projects’ FM. 

8. Information Systems   
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Topic Response Potential Risk 
Event 

8.1  Is the financial accounting and reporting 
system computerized?  

For TABI project, no. Same as 7.8 

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

Excel.  

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

Entity and TABI 
project use Excel. 

 

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? 

Manually consolidate 
project figures into 
overall government 
reporting. 

 

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? 

No accounting 
software used, only 
Excel. 

Same as 7.8 

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

See 8.5 Same as 7.8 

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

No Same as 7.10 

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

For TABI project, the 
data is managed by 
the GoL Accountant 
and the consultant. 
Other management 
processes not clear. 

 

8.9   Are there back-up procedures in place? For TABI project, only 
hard copies; for 
PAFO, hard copies, 
computer hard drive 
and USB 

Loss of data 

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

See 8.9. No firm 
policy, but ad hoc. 
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ANNEX 1E QUESTIONNAIRE (PAFO, HOUAPHAN) 
 
Financial Management Assessment Questionnaire 

Provincial Agriculture and Forestry Office (PAFO) – Houphan (HP) 
 

Notes:  

• This FMA is conducted in the context of assessing the capacity of the agency to satisfactorily 

undertake its part of the FM requirements for a proposed project (NRI-AF2). 

• The assessment below is based on: (i) the operations of the entity/agency itself (where 

appropriate); and/or (ii) the operations of previous/ongoing externally-funded projects. For this 

agency, there are a number current externally-funded projects, as follows: 

o The Agro-Biodiversity Initiative (TABI), SDC (Swiss)-funded, 2009-2020, under MAF, with 
NPCO (central level). Covering multiple provinces (including XK). Small amount of funding 
for HP. 

o Climate Protection Through Avoided Deforestation (CLIPAD), GIZ/KfW (German)-funded, 
2013-2020 (being extended from 2018), under MAF, with PPMU at central level 
(equivalent of NPCO); one province only (PPCU). Euro 10 million funding. 

In addition, there were two earlier projects (funded by ADB – CMI and NCMI, completed in 

2004 and 2008 respectively), and the NUDP-SARI project (ADF-funded, and also in LP) that 

was completed in 2017. 

o The assessment was able to take account of discussions with the project Accountants of 
the TABI and CLIPAD projects, as well as with other PAFO staff, and the consultation 
notes are in a separate document attached to the overall FMA Report. 

 

Topic Response Potential Risk Event 

 
1. Executing / Implementing Agency  

  

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

Government agency  

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

N/A  

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 Notes at top of 
page. 

 

1.5  Briefly describe the statutory reporting 
requirements for the entity. 

PAFO reports financially 
to the Provincial Finance 
& Budget Department, 
and operationally to 
central MAF and 
provincial Planning & 
Investment Department 

 

1.6   Describe the regulatory or supervisory 
agency of the entity. 

MAF (Ministry)  

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

For NRI-AF2, Executing 
Agency is MAF, 
delegated to DoI, 

 



110 

 

following MoF regulatory 
framework. 

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

No detailed 
organizational structure 
available; PAFO has 
proposed 7 of its staff 
(plus 6 from each of the 
3 districts) for NRI-AF2. 

Insufficient PAFO staff 
made available for NRI-
AF2. 

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

GOL Labor Laws (2006), 
Article 59, includes a 
provision regarding 
ethics, although this is 
not specific. 

 

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

No known cases  

 
2. Funds Flow Arrangements  

  

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

Proposed fund flow and 
other FM arrangements 
for NRI-AF2 will be 
prepared, aiming to 
support the Govt 
decentralization 
program, taking account 
of ADB/MoF regulations. 
Fund flow will see ADB 
fund transferred to an 
imprest account held by 
MOF who will transfer to 
5 subaccounts in each 
province and DOI. 
Payments of contractors 
will be direct from ADB 

Shortage of funds in 
Imprest Account, for 
replenishing Sub-
accounts 

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

Yes but with the need 
for active management 
to ensure cashflow 
constraints do not 
emerge  

 

2.3   Are the disbursement methods 
appropriate? 

Yes, as explained in 
main FMA Report. 

 

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

 

For TABI project, fund 
flow has been more 
decentralized (but quite 
a small program), and 
has no serious issues,  
For CLIPAD project, 
also no serious issues. 
For PAFO, see notes re 
entity audit reports. 
For entity, they operate 
a bank account for 
public sector budget. 

Entity has limited 
experience of fund 
management for 
projects. 
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2.5  In which bank will the Imprest Account (if 
applicable) be established?  

Bank of Lao, under MoF, 
for Imprest Account, with 
PAFO sub-account held 
at BCEL. 

 

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? 

For Sub-account at 
PAFO: 
 
Yes 
 
Not clear; but unlikely to 
be needed for province. 
Yes 
Yes 

 

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

Required and 
appropriate for both 
aspects. 

 

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

Yes, but historical, 
based on information 
from PAFO – see above 
and separate notes of 
meetings with PAFO. 

PAFO has insufficient 
number of FM staff and 
existing staff lack 
experience in day-to-
day FM for ADB 
projects. 

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

No. PAFO has some 
experience, but will need 
more training, especially 
with more decentralized 
arrangements, where 
there will be more FM 
responsibilities at the 
PAFO level. 

Same as 2.8 

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, but the risk will be 
managed at DOI level. 

 
 

2.11 How are the counterpart funds 
accessed?  

 

The only GoL 
contribution will be for 
salaries of GoL 
personnel working on 
the project. 

Same as 1.8 

2.12 How are payments made from the 
counterpart funds?  

 

Through payment of 
salaries – payroll 
prepared by PAFO, for 
payment (direct to staffs’ 
respective bank 
account) by provincial 
Dept of Finance & 
Budget. 
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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?  

 

GOL has a system, 
based on Cash 
Advances. NRI-AF2 
systems and procedures 
will include the use of 
advances on approved 
work plans and then 
final payment of items 
based on field 
verification of works 
completion and 
standards along with 
supporting 
documentation by 
Project staff. 

Community level 
funding, through Cash 
Advances, is not well 
managed. 

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?  

For NRI-AF2, no 
financial contribution 
however there may be in 
kind labor contribution; 
guidelines will be 
prepared for NRI-AF2. 
 

Labor is not available. 

3. Staffing    

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

No organization chart. 
PAFO Finance Dept has 
3 permanent GoL staff 
(including the Cashier 
who doubles up as the 
TABI project 
Accountant, and the 
deputy head of Finance 
Dept who doubles up as 
CLIPAD project 
Accountant), plus one 
volunteer; also there is 
one permanent GoL 
staff assigned as 
“Accountant” under each 
of the 13 sections under 
Agriculture Dept in 
PAFO. Based on 
discussions with 
Irrigation section 
“Accountant”, she 
studied Agriculture - it is 
similar with other 
sections, where the 
assigned “Accountant” 
may not have any formal 
accounting 
training/study. 
There is one FM 
consultant hired for TABI 
project (based in VTE), 

The cumulative demand 
of the entity, individual 
projects (both ADB and 
other) do not seem to 
have been carefully 
assessed. There is a 
requirement for 
additional trained FM 
staff in DOI  
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and one consultant for 
CLIPAD project based in 
HP (who 
advises/monitors, with 
the Accountant doing 
the actual accounting). 
Need to consider how 
PAFO may allocate 
sufficient FM resources 
for all projects, and how 
they may be trained. 

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

May need to be a 
combination, as unlikely 
that all required FM staff 
are existing and 
qualified. 

Same as 1.8 

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.  

There will be two 
accounting staff 
(excluding cashiering 
duties) required for 
PAFO - NRI-AF2. Job 
descriptions are 
attached. 

PAFO FM staff with 
inadequate training in 
the establishment and 
use of double entry 
accounting and the use 
of project based 
accounts and financial 
reports, budgeting and 
disbursement 
procedures  

3.4  Is the project finance and accounting 
function staffed adequately?  

No. There may be 
sufficient numbers within 
PAFO (allocated across 
the various sections) 
with some staff currently 
working on other 
projects, but most of 
these staff have no 
finance/accounting 
background. Specific 
staff allocations for NRI-
AF2 will need to be 
agreed. 

Same as 1.8 and 3.3. 

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

Overall, no. There is 
some experience within 
PAFO; CLIPAD 
Accountant is quite 
experienced, but for 
TABI project, accounting 
work carried out by GoL 
Cashier is quite minor 
and support is given by 
project-paid consultant. 
Training will be required, 
especially re ADB 
procedures and on a 
complete accounting 
system (with accounting 
software). 

Same as 3.3. 
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3.6  Are the project finance and accounting 
staff trained in ADB procedures, including 
the disbursement guidelines (i.e., LDH)?  

No. There is some 
historical experience 
with ADB, but training 
will be needed. 

Same as 3.3. 

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

The finance staff for 
TABI and CLIPAD 
projects are assigned 
from the permanent GoL 
staff. All NRI-AF2 FM 
staff will be assigned 
from PAFO permanent 
staff for a period of 7 
years. 

 

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

Not applicable project 
not approved  
Appointment date 
should be prior to loan 
negotiation to enable 
familiarization and 
training  

Same as 1.8 

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. 

See 3.3 Same as 3.3 

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?  

See 3.3 re FM.  

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

The 3 GoL staff in PAFO 
Finance Dept (including 
the Cashier), have 
served at least 8 years; 
the volunteer has served 
5 years. 

 

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

No policy as such; case-
by-case training only eg 
when there are changes 
to systems. Some basic 
training given under 
TABI and CLIPAD 
projects. Accounting 
staff will need training, 
support and monitoring 
under NRI-AF2. 

Same as 2.8 

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

TABI Project Accountant 
(GoL) had one day 
training at NPCO. 

 

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

No. Entity uses Excel. 
TABI project uses Excel 
to record and 
consolidate all 
transactions. 
CLIPAD uses Excel at 
PPCO (Province) and in 
the 3 districts; reports 
are consolidated by 
PPCO for the 
replenishment. They 
plan to move to Accpac 
(Lao version). 
NRI-AF2 will propose an 
acceptable double-entry 
accounting system. 

Entity has limited 
experience in 
establishing and 
implementing complete 
project accounting 
systems and continues 
to rely on external 
expertise to a degree.. 

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

Yes, MOF internal 
control guidelines are 
followed; in addition, 
support and monitoring 
of systems will be 
provided for NRI-AF2. 

 

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. 

For TABI project, no 
chart of accounts - just a 
list of payments is made 
with the replenishments. 
CLIPAD project has 
chart of accounts, and 
expenses are coded and 
summarized 
accordingly. 

Chart of accounts does 
not provide for sufficient 
project management 
information. 

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

For TABI and CLIPAD 
projects, only one 
funding source. These 
will be made for NRI-
AF2. 

Allocations across 
various funding sources 
not made accurately. 

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

Yes, where applicable. 
For TABI/ CLIPARD 
projects, no GL as such, 
given the very simple 
reporting. Subsidiary 
ledgers maintained for 
expenses on activities 
and for Cash Advances; 
these are monitored and 
reconciled, with 
expenses only charged 
upon liquidation. 

Ledgers not maintained 
or reconciled properly. 
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4.6   Describe the EA’s policy for retention of 
accounting records including supporting 
documents (e.g, ADB’s policy requires 
that all documents should be retained for 
at least 1 year after ADB receives the 
audited project financial statements for 
the final accounting period of 
implementation, or 2 years after the loan 
closing date, whichever is later). Are all 
accounting and supporting documents 
retained in a defined system that allows 
authorized users easy access?  

Under Lao law, 
accounting records have 
to be kept for 10 years – 
both for entity and for 
projects. 

 

4.7   Describe any previous audit findings that 
have not been addressed. (Note: This 
relates to 2012-13, as latest audit report 
is for 2013-14) 

Not addressed from 
2014-15: (i) undeposited 
income – Kip 114 million 
for other purposes; and 
(ii) unimplemented 
activities 

Entity financial 
governance issues are 
replicated for NRI-AF2. 

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?  

Not exactly. For TABI 
project, a GoL admin 
person is also assigned 
part-time, and this 
provides a level of 
internal control). For 
CLIPAD project, 
Accountant does it all, 
but they also have the 
Consultant to check. 

Lack of sufficient 
internal controls. 

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?  

Entity – yes, for 
investment budget. For 
TABI project, yes; 
budgets are prepared by 
NPCO. For CLIPAD 
project, yes; budgets are 
prepared by PPMU, and 
may be revised in 
agreement with PPMU.  

 
 
 
 
 
 
 
 
Insufficient budget 
information and 
management. Potential 
for realignment of 
activities and funding 
being unreported. 

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

 

For TABI project, sub-
projects have a 
provincial budget, but 
overall budget is 
managed by NPCO. 
For CLIPARD project, 
activity budgets are 
agreed between DAFO/ 
PPCU and PPMU. 
Overall, for projects, 
budgets are not used as 
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an ongoing 
management tool. 

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

For TABI project, sub-
projects (activities) show 
comparison.  
For CLIPAD project, no 
– PPCU just record 
expenses with no 
reference to budget; 
monitoring is carried out 
by PPMU. 
For entity, they track 
expenditure versus 
annual budget. 

Same as 4.10 

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

  

For entity, can amend 
after 6 months, based 
on request by PAFO 
Finance Dept, through 
PAFO Planning & 
Investment Dept, for 
agreement of provincial 
Dept of Finance & 
Budget. However, this is 
not in line with the entity 
audit report findings. 

Loss of integrity in the 
use of funds and the 
purpose of fund use, 
potential cost over-runs 
creating cash flow and 
financing shortfalls. 
Risk of decisions being 
made and then no 
approval is provided ex-
post raising the issue of 
where costs and 
financing responsibility 
lie. 

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

No. All variations to be 
agreed by Dept of 
Finance & Budget. This 
is not in line with entity 
audit report findings. 

Same as 4.13 

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

 

PAFO prepare their 
annual budget – see 
4.16 for detailed 
process. Monitoring of 
budgets is carried out by 
PAFO Finance Dept 
(Chief Accountant) and 
each section. Not clear 
how this drives decision 
making.  

 
 

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?  

For PAFO, they plan 
and prepare their own 
budget – it is prepared 
section by section, then 
consolidated by PAFO 
Planning & Investment 
Dept, then submitted to 
Provincial Finance & 
Budget Dept, for 
agreement and 
submission to MAF for 
consolidation. Detailed 

 



118 

 

planning of activities not 
taken up with PAFO for 
this FMA. 
For DAFOs, they 
prepare and submit their 
budgets separately to 
Provincial Finance & 
Budget Dept, for 
agreement and 
submission to MAF for 
consolidation. 

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? 

 

For entity, plans and 
budgets are made as 
realistically as possible. 
Detailed planning of 
activities not taken up 
with PAFO for this FMA. 
 
For 2017, there were a 
lot of variations agreed 
after 6 months, including 
new activities. 
 
For government funding 
for projects, there is 
pressure to minimize the 
government budget and 
include project staffing 
costs under the project’s 
external funding, eg 
through project-paid 
consultants. 
Overall trend is for 
budget variations – 
either agreed or not 
agreed (fund 
diversions). 

Same as 4.10 

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. Thresholds exist- 
amounts above the 
threshold require all 
supporting documents – 
procurement 
documents,  
contract/purchase order, 
invoice, inspection 
certification. All details 
checked before 
payment. 

 

4.19  Are all invoices stamped PAID, dated, 
reviewed and approved, 
recorded/entered into the system 

Yes. All invoices 
stamped PAID; there is 
a process of review of 
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correctly, and clearly marked for account 
code assignment?  

payments, before 
payment is made. 

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

 

Payroll prepared by 
PAFO and paid by Dept 
of Finance and Budget; 
salaries paid direct to 
staff bank accounts. No 
time sheets required, but 
a weekly report is done, 
by Section. Some 
projects require time 
sheets. 

Lack of accountability, 
in absence of time 
sheets 

Policies And Procedures    

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

All on a cash basis  

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?  

National accounting 
standards are followed 

Non-application of 
international standards. 

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

PAFO follows policies 
and procedures as 
prescribed by MoF (No. 
2066 etc); TABI/ 
CLIPAD projects each 
have separate financial 
management manual/ 
guidelines, prepared by 
NPCO/ PPMU. CLIPAD 
manual includes some 
templates, but manuals 
are not comprehensive. 

Lack of clear, 
consistent and 
comprehensive FM 
systems and 
procedures. 

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

For TABI/CLIPAD 
projects, updated 
sometimes by 
NPCO/PPMU. 

Lack of up to date 
information. 

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

Only MoF and the donor 
can amend their 
respective procedures. 
For the projects, this is 
monitored from the 
central (NPCO/PMU) 
level. 

 

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

See 4.23. For NRI-AF2, 
detailed guidelines will 
be put in place. 

Same as 4.23 

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?  

GOL Labor Laws (2006), 
Articles 72 and 73 relate 
to Conflicts of Interest, 
although are not 
specific. NRI-AF2 will 

No clear policies and 
procedure followed for 
Conflicts of Interest. 
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include internationally 
accepted provisions re 
Conflicts of Interest and 
Related Party 
transactions in its FMM. 

4.28  Are manuals distributed to appropriate 
personnel?  

MoF and donor 
procedures are available 
to everyone concerned; 
NPCO manuals 
distributed to concerned 
staff. 

 

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

Through external audit 
and government 
monitoring only. For 
TABI project, limited 
donor monitoring – last 
visit 2016. 
For CLIPAD project, 
KfW came in 2017 and 
went to check on field 
level activities 

Lack of sufficient 
compliance monitoring. 

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 NRI-AF2, 
arrangements are to be 
set up. For entity, there 
is one bank account at 
Dept level (eg for 
Agriculture Dept, 
covering all sections, eg 
for Irrigation section). 
Some payments are still 
made by Dept of 
Finance & Budget (eg 
salaries), with rest 
advanced to PAFO on a 
quarterly basis, TABI 
and CLIPAD projects 
each use one bank 
account (in Kip) for both 
office running costs and 
for activities (approx. 
total ceiling of KIP 40 
million for TABI; no 
maximum for CLIPAD) 
on case-by-case basis, 
depending on activities, 
with PAFO signatories – 
only one bank signatory 
for CLIPAD, although 
PV has more than one. 

Same as 2.4 

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

Yes – Excel for entity; 
TABI/CLIPAD projects 
use Excel.  

Same as 4.1 
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4.32  Describe the collection process and cash 
handling procedures. Do controls exist 
for the collection, timely deposit and 
recording of receipts at each collection 
location?  

Receipts and expenses 
for entity are recorded in 
cash book, including 
revenue raised (eg 
service fees); cash held 
in safe. There is a 
Cashier at PAFO, and 
they follow MoF 
procedures. 

 

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? 

Monthly bank 
reconciliations for entity. 
For TABI/CLIPAD 
projects, done for 
replenishments 
(monthly).  
Entity cash reconciled 
weekly – Dept of 
Finance & Budget 
checks every 12 
months. 

Same as 4.1 

4.34  Are all reconciling items approved and 
recorded? 

Yes, for entity. For 
TABI/CLIPAD projects, 
bank reconciliations are 
approved. 

 

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

For entity and TABI/ 
CLIPAD projects, yes. 
Cash books are updated 
based on the cheques 
issued. 
For CLIPAD project, the 
April 2018 bank 
reconciliation was 
reviewed – there were 
no reconciling items. 

 

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

No  

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

Unused cheques kept in 
cabinet, not the safe, 
except for CLIPAD 
project, kept in the safe. 

Loss of cheque books. 

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

Potentially, given cash 
income, although PAFO 
reports that actual cash 
balances are not large. 
Some cash advances 
are given by PAFO to 
DAFOs, as necessary. 

 

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

N/A  

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

Government 
procedures. There is no 
department of asset 
control in PAFO; this 
aspect is taken care of 
by Admin department. 

 

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? 

Fixed assets register is 
maintained by each 
section and submitted to 
Admin Dept every 6 
months to consolidate. 
Detailed inventory 
controls are not applied 
(for example, assigning 
responsibility for each 
asset, through 
signature). 
For CLIPAD project, the 
fixed assets register was 
reviewed – an inventory 
is carried out each 
quarter and each asset 
is assigned through 
signature. 

Fixed asset inventory 
controls not maintained 
properly. 

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

See 4.41; no other stock 
inventories required. 

 

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

Yes, annually by Admin 
department. 

 

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? 

Physical inventory 
checks are based on 
reports to Admin 
department, from other 
sections/ departments. 

 

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? 

Fixed assets register 
notes condition of asset 
(eg “broken”). But not 
disposed of.  

 

4.46  Are assets sufficiently covered by 
insurance policies?  

 

Only vehicles are 
insured; other assets, 
no. 

Loss of assets. 

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

No depreciation taken 
up 

 

Other Offices and Implementing Entities    

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

District offices (DAFOs) 
will be involved in NRI-
AF2 project technical 
implementation. 

 

4.49 Describe the staff, their roles and 
responsibilities in performing accounting 

For TABI project 
(working in 10 districts), 
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and financial management functions of 
such offices as they relate to the project. 

no bank accounts are 
established in DAFOs; 
PPCO issues cash 
advances on a case-by-
case basis. Other roles 
are technical. 
CLIPAD project has a 
bank sub-account in 
each of its 3 districts – 
the assigned DAFO staff 
member maintains the 
Excel bank records. 

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?  

Such procedures for 
NRI-AF2 will be 
developed if required, 
but see 4.53. 

 

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?  

For TABI project – see 
4.49 above. For CLIPAD 
project, yes – each 
DAFO reports to PPCO 
(province) monthly, 
using same Excel 
system. For NRI-AF2, 
procedures will be 
developed as required. 

 

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. 

For TABI project – see 
4.49 above. For CLIPAD 
project, yes, monthly. 
For NRI-AF2, 
procedures will be 
developed as required. 

 

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.  

For NRI-AF2, it is 
expected that sub-
accounts will not be 
required at DAFOs.  

 

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? 

PAFO/projects have an 
Excel system for 
tracking payments 
versus contracts. For 
PAFO, payments are 
made late due to lack of 
budget. The physical 
progress is certified 
before payment, as per 
contract terms. 

Contracts not managed 
properly, including 
overpaid. 

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

No clear/formal system 
– for PAFO, payments 
are very often late. 

 

Other   
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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 cases have arisen.  
The GOL Anti-corruption 
Law (2005, updated 
2012) provides a Lao 
framework for corruption 
management. NRI-AF2 
will include provisions in 
its FMM. 

 

5. Internal Audit    

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

Yes, Internal Audit 
section in PAFO (6 GoL 
staff, plus one 
volunteer). 

No pre-audit or post-
audit of transactions. 
(Note: risk applies to 
complete section) 

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

Most have 6 to 8 years; 
do not need to have a 
background in 
accounting to join 
internal audit 
department. 

 

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

To head of PAFO, head 
of department and MAF. 

 

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

To be determined. As of 
now, internal (post) audit 
only covers PAFO entity, 
not projects. 

 

5.5  Are actions taken on the internal audit 
findings?  

Issues that require 
action have not been 
found. 

 

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

No standard work plan; 
it is developed by each 
auditor. Report format 
as per Dept of Finance 
& Budget. 

 

5.7  Is the IA department independent?  May be considered as 
independent, but not 
clear in practice. 

 

5.8 Do they perform pre-audit of 
transactions? 

No  

5.9  Who approves the internal audit 
program? 

Not clear; no formal 
process. 

 

5.10  What standards guide the internal audit 
program?  

No formal standards or 
process. 

 

5.11  How are audit deficiencies tracked? See 5.5  

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

See 5.2  

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

Not required. Some 
have knowledge of 
Word/ Excel;, none have 
knowledge of accounting 
software. 

 

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

No such formal process.  
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5.15 Has the internal auditor identified / 
reported any issue with reference to 
availability and completeness of records? 

No, no issues found.  

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

No; they do not audit 
projects. 

 

6. External Audit – entity level   

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

Yes; done by SAO 
annually 

 

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

 

2015-16 audit report 
received, dated June 
2017. 2017 audit not 
done yet. 

 

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?  

National standards International standards 
not applied. 

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

For 2015-16, the only 
issue was that only 50% 
of the activities had 
been completed. The 
previous year’s issue 
regarding undeposited 
income did not arise for 
2015-16. 

 

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

Exit discussions are held 
between auditor and 
management 

 

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

No  

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

See notes re audit 
report, above (including 
Management Letter) 

 

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 for entity audit.  

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? 

 

Issues are stated in 
audit report. 

 

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

Private firm used for 
TABI/CLIPAD projects.  
For NRI-AF2 a private 
audit firm is 
recommended. 

International standards 
not applied. 

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

TABI/CLIPAD project 
audit report(s) not 
available in HP. For 
CLIPAD, exit discussion 
notes were available for 
2016 audit – noted some 
minor admin findings 
only (eg filing) 

 

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? 

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? 

For TABI/CLIPAD 
projects, TOR done and 
agreed by NPCO/ 
PPMU. 

 

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

See 6.11  

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)? 

Auditors have 
experience of audits of 
ADB projects. 

 

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  

 [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? 

See 6.11  

7. Reporting and Monitoring    

7.1  Are financial statements and reports 
prepared for the entity?  

Yes, monthly for PAFO  

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

Yes, for TABI/CLIPAD 
projects– reporting to 
NPCO (at MAF) for 
replenishments. 

 

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 TABI/CLIPAD 
projects, for 
replenishments only, as 
required; (checked by 
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PAFO Finance 
Dept/head of Agri Dept).  
For PAFO, they have 2 
weeks to submit the 
reports. 

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

Yes, projects’ reporting 
systems have specific 
requirements, agreed 
with NPCO. 

Incomplete project 
reports.  

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?  

For TABI/CLIPAD 
projects, yes.  
Will be done for NRI-
AF2. 

 

7.6 Are financial management reports used 
by management?  

Yes, to track 
expenditure; also for 
TABI/CLIPAD projects in 
order to replenish funds, 
but the management 
information is limited. 

Same as 7.4 

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

Yes, for PAFO; for TABI 
project, for sub-projects. 
For CLIPAD project, no 
– this is done at PPMU. 

Same as 7.4 

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?  

For TABI and CLIPAD 
projects, directly from 
project accounting 
system, in Excel.  
For PAFO, in Excel. 

Not using a sound basis 
for preparation of 
project reports.  

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

No. There is a need for 
NRI-AF2 to develop a 
standardized and 
integrated system. 

Same as 7.8 

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

Yes, see notes at the 
beginning of this 
questionnaire. 

GOL staff not so 
experienced in day-to-
day projects’ FM. 

8. Information Systems   

8.1  Is the financial accounting and reporting 
system computerized?  

For PAFO and TABI/ 
CLIPAD projects, no. 

Same as 7.8 

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

Excel.  

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

Entity and TABI/CLIPAD 
projects use Excel. 
 

 

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 

Manually consolidate 
project figures into 
overall government 
reporting 
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automatic data transfer, or does it entail 
manual entry? 

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? 

No accounting software 
used, only Excel. 

Same as 7.8 

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

See 8.5 Same as 7.8 

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

No Same as 7.10 

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

Not totally. For TABI 
project, the data is 
managed by the GoL 
project Accountant and 
the consultant. Other 
management processes 
not clear. 
For CLIPAD project, 
managed by Accountant 
and Consultant. 

Same as 4.8 

8.9  Are there back-up procedures in place? For TABI project and 
PAFO, hard copies, 
computer hard drive and 
USB 
CLIPAD project also has 
external hard drive and 
soft copies sent to 
PPMU. 

Loss of data. 

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

See 8.9. No formal 
system, but ad hoc. 
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ANNEX 1F MEETING NOTES (PAFO, LOUANGPHABANG) 
 
NRI-AF2 – FMA Consultations 
Meeting with PAFO LP (17 and 18/5/18) – Points Discussed  
Discussions held with: Mr. Sania (Project Coordinator), Mr Tui Bunnavong (Project 
Accountant for ADF project (GoL paid staff member), and PAFO Chief Accountant 
 
17 May 2018 
1. Government staffing. The discussions revolved around the likely project structure – with the 

TRTA consultants advising their understanding that all ongoing implementation positions 
would be funded by GoL, with only the overall advisory/support/monitoring functions being 
funded by the project (through consultants)8. Project coordinator stated that: 

• Staff for the project were already assigned (as part of the project preparation, and also for 
implementation in due course); total of 16 staff assigned at PAFO and the three DAFOs 
that were expected to be part of the project (see organization chart). 

• PAFO were happy to add other positions for the project implementation, by hiring 
externally (not permanent part of PAFO) – Project Coordinator advised that these 
positions should be paid by the project; TRTA consultants reiterated their understanding 
as per above. 

• Other costs relating to direct project implementation costs would be met by the project – 
TRTA consultants advised that this was their understanding. 

2. Other externally-funded projects. PAFO has current/recent experience with externally-funded 
projects, as follows: 

• Ongoing project NUDP-SARI; ADF-funded (French); started 2015, due to be completed in 
2018. Later discussions showed that: (i) Managed through NPCO at central level, with 
PAFO being one of the PPCOs; and (ii) Implementation is more centralized, in line with 
the two existing DoI projects. 

• Two previous ADB-funded projects – both completed more than 5 years ago. 
3. Project FM positions for PAFO. TRTA consultants agreed that one provincial Accountant would 

not be sufficient, provided that the decentralized approach goes ahead and there is more 
responsibility at PAFO level. The likely scenario would be one Accountant assigned at the 
start, with a second (support) FM position assigned as project implementation picked up. 

4. Training. PAFO agree on the need for training; Project Coordinator suggested that ADB 
organize some training prior to project start up. TRTA consultants agreed that might be useful, 
but practical on-the-job training from consultants in the early part of the project would be the 
most effective. TRTA consultants agreed that TOR would need to be developed for the PAFO 
Accountant(s) (as well as for DoI Accountant, and GoL FM oversight at both DoI and PAFO 
level, plus FM consultants for project). 

 
18 May 2018 
TRTA consultants summarized the discussions, as follows: 

• ADB aim is a more decentralized approach to implementation – more responsibilities at 
provincial level. The extent of this, from an FM perspective, will depend on agreeing 
arrangements that fit with ADB and MoF requirements – for example, the maximum sub-
imprest ceiling, the 3 months maximum funding for a sub-imprest per MoF, and the 
minimum WA value threshold. Also, this approach will need sufficient support and 
oversight. 

• In terms of project FM, PAFO in LP has some experience; however, there would need to 
be more training, support and oversight for NRI-AF2. 

                                                
8 This is the understanding from ADB; if so, this should be consistently applied by all donors for the project. 
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• Accounting software. The MS Access module currently used for the ADF project is not 
sufficient; there needs to be a recognized (double-entry) system – eg Accpac, APIS, 
whatever can be agreed by MoF. Lao language software will be better. 

• Need for GoL to fund all government-assigned staff requirements was reiterated. Given 
that the project will likely be tax-inclusive (tax paid by ADB), GoL will be getting some tax 
revenue from the project funding. 

• TRTA agreed the need for two staff, once level of transactions at PAFO gets up to higher 
level. 

• The FMA Questionnaire, once completed, will be sent to PAFO for their review and 
comments. 

 
Project Coordinator advised: 

• Finance should not go down to DAFO level; TRTA consultants agreed that this was better, 
as long as the FM can reasonably be handled at PAFO level. 

• USD 20k sub-imprest ceiling (as per MoF, and used for ADF project) was not enough. 
TRTA consultants agreed that this is true, if PAFO is to take more responsibility, and 
transactions warrant this. 

 

 

  



131 
 

 

ANNEX 1G MEETING NOTES (PAFO, Xaignabouli) 
 
NRI-AF2 – FMA Consultations 
Meetings with PAFO XB (21 and 22/5/18) – Points Discussed  
Discussions held with: Mr. Somsay (Project Coordinator)9, Mrs. Vanphen (Finance Dept, 
and Project Accountant; GoL paid staff member), Mr. Vongduan (PAFO Chief Accountant), 
and Mrs. Silivanh (PAFO Planning & Finance section) 
Note: Met first with the head of PAFO, as part of a formal introduction. 
 
1. Other externally-funded projects. PAFO has current/recent experience (as a PPCO, with 

NPCOs being at MAF) with four externally-funded projects, as follows: 

• EU project, 2007-2010 (5 provinces, under MAF). 

• IFAD, 2012-2017 (5 provinces, MAF) 

• ADB/IFAD/GiZ, 2011-2017 (multiple provinces, under MAF) 

• WB, 2014-2018; to close in June (multiple provinces under MAF); Project: SUFORD 
2. Mrs. Vanphen (Project Accountant) has been involved with the above PAFO projects since 

2007, and has been a permanent GoL-paid PAFO Accountant since 2012. Her exact 
involvement with each of the projects was not totally clear, but she has had some involvement 
with all these projects; she advised that for the latest project (WB), there is another Project 
Accountant (paid by GoL), supported by a consultant – but the consultant does all the data 
entry and reporting. Consultant has been working with PAFO for 8 years, 4 as assistant then 
4 as consultant. 

3. Mrs. Vanphen (Project Accountant) advised that in the past she had been paid by the project 
(although hers was the only position paid by the project). 

4. NRI-AF2 Project FM positions for PAFO. As with LP, TRTA consultants consider that one 
provincial Accountant would not be sufficient, provided that the decentralized approach goes 
ahead and there is more responsibility at PAFO level. The likely scenario would be one 
Accountant assigned at the start, with a second (support) FM position assigned as project 
implementation picked up. As PAFO has 8 members of its Finance team, they indicated that 
this was feasible. 

5. There have been 12 PAFO positions established for NRI-AF2 (but no organization chart). 
6. Training. PAFO agree on the need for training; TRTA consultants advised that practical on-

the-job training from consultants in the early part of the project would be the most effective. 
Some training had been given in the past (eg on Accpac), but there needs to be further training 
once standard systems are established 

7. TRTA specialists reviewed the accounting and financial reporting for the ongoing (soon to be 
closed) WB project; this was facilitated by the FM consultant. The accounting system showed 
a lot of detail, and seemed reasonably sophisticated, but was not clear and there appeared to 
be duplication. The transactions are into an Excel worksheet first (they advised this was based 
on the replenishment reporting format), then the transactions were uploaded into Accpac, then 
Accpac was used for the for other (non-replenishment) reporting. Accpac can sort into 
Categories, by activity, through the CoA. Project was not able to show project reports sent to 
NPCO, that they advise are generated from Accpac. System is a mix of Excel and Accpac, and 
did not seem totally clear. They seem to be managing to capture the data and to report, but it 
appears that there could be improvements. Overall, there needs to be one standard system, 
using one system (accounting software), from where all the reports are generated. Need 
standard reporting for PPCOs and NPCOs; need to know what format is required by ADB/MoF 
for replenishments. 

                                                
9 Only stayed for a short while in the meeting 
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8. Sub-accounts. Mrs. Vanphen (Project Accountant) advised that sub-account ceilings have 
varied from USD 20k up to USD 80k, depending on work plan/forecast. The sub-accounts have 
been held at BCEL, in USD. When Kip payments are made from this USD account, BCEL 
advised an exchange rate and the USD cheque is written accordingly; when the bank comes 
to clear the cheque, the amount of Kip is adjusted for the USD amount of the cheque at the 
exact exchange rate at the time of cheque clearance – in this way, the KIP account may be 
different to the intended Kip amount. The TRTA specialists followed up with BCEL – they 
advised that it is possible to write a Kip cheque against the USD account – the bank will debit 
the equivalent USD amount from the account. 

9. There was a wrap up meeting on 22/5/18. At that meeting, the TRTA specialists advisee that 
the aim for NRI-AF2 was a more decentralized approach, but within the framework of MoF and 
ADB regulations. The TRTA specialists noted that PAFO has some good recent experience 
with externally-financed projects, but there would still need to be training, support and oversight 
given for NRI-AF2. 
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ANNEX 1H MEETING NOTES (PAFO, XIANGKHOUANG) 
 
NRI-AF2 – FMA Consultations 
Meetings with PAFO XK (24 and 25/5/18) – Points Discussed  
 
Met with Mr. Bounpany (Project Coordinator), Mr. Somsamone (Deputy Director); Mr. 
Souvanh (Chief Accountant, PAFO Finance Department), Mrs. Chanthaphon (PAFO 
Finance Department), Mr. Sosuban (Head, Audit Section). 
 
1. Other externally-funded projects. Initially, PAFO Finance Department were not clear on which 

projects were ongoing, but clearer information was provided later on by a technical 
representative. PAFO has experience with externally-funded projects, as follows: 

• The Agro-biodiversity Initiative (TABI), 2017-2020, SDC-funded. TABI accountant from 
PAFO (GOL-paid); also one Consultant (from VTE). 

• Livestock project, 2015-2022, funded by ADB/IFAD/SDC, covers four provinces, 
Accountant paid by project.  

• LURAS, 2017-2021, SDC-funded, Accountant paid by project. 

• GAFSP (Agriculture), ADB-funded, 2017-2020 but not yet started. 

• Forestry, WB-funded, 2018-2020 but not yet started. 

• UDIN, SDC-funded, 2016-2018, XK province only. 
In addition, there were ongoing activities with SAIFUND (NGO) and CARITAS (NGO), plus two 
projects completed in 2017 (Korea and Viet Nam). 
 
TRTA team only able to meet with finance personnel from TABI; not sure how other projects 
FM is being operated, although it appears that this is carried out externally to PAFO Finance 
department (for example, project-paid Accountants). 

 
2. Not yet clear which PAFO GOL staff will be for assigned for NRI-AF2, either FM or other staff. 

 
3. Met with the TABI project Accountant (GOL), as well as the project-paid FM Consultant from 

NPCO in VTE who was there at the time; consultant is part of a firm, hired by the project. The 
project accounting for TABI was reviewed and the following was noted: 

• TABI project quite small, with very basic accounting in Excel. 

• Two bank accounts – one for Admin costs and one for Activity costs. Also, petty cash. 
Three Excel cashbooks maintained. 

• Reporting is for the purposes of replenishments only. TRTA team reviewed the 
replenishments for March/April 2018 (both accounts). 

• Cashbook for petty cash was overdrawn – cash expenses paid initially from pocket. 
Cashbooks (two bank accounts) data entry was from bank statements, so no real control 
if there are errors by the bank. Bank reconciliation showed no reconciling items. 

• There is a budget for each Activity, but not for Admin costs which is funded up to a level 
of Kip 10 million at a time. 

• Audits. No audit report in XK; consolidated project audit report in VTE. 

• Cash/unused cheques kept in safe; hard copy back-ups kept, but no formal system for e-
filing; donor visits project once per year. There is an FMM. 

 
 
4. There was a wrap up meeting on 25/5/18 (with Mr Bounpany, Project Cordinator). At that 

meeting, the TRTA specialists advisee that the aim for NRI-AF2 was a more decentralized 
approach, but within the framework of MoF and ADB regulations. The TRTA specialists noted 
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that PAFO has some recent experience with externally-financed projects, but there would still 
need to be training, support and oversight given for NRI-AF2. 
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ANNEX 1I MEETING NOTES (PAFO, HOUAPHAN) 
 
NRI-AF2 – FMA Consultations 
Meetings with PAFO HP (28 and 29/5/18) – Points Discussed  
Initial Discussions held with: Mr. Chaipheth (Head of Irrigation section and Project 
Coordinator), and Mr. Tongkham (Deputy Project Coordinator) 
Note: Met first with the Mr. Konethay (Deputy Director of PAFO Agriculture Dept), as part 
of a formal introduction. 
 
1. Other externally-funded projects. PAFO has experience with externally-funded projects, as 

follows: 

• Under Irrigation section, there were two older ADB projects (CMI and NCMI, which were 
completed in 2004 and 2008, respectively). 

• NUDP-SARI, funded by ADF (France), completed in 2017, but a second phase is being 
prepared. This is the same project being implemented in LP. 

• The Agro-Biodiversity Initiative (TABI), funded by SDC (Swiss), 2013-2020, under MAF, 
with an NPCO under MAF in Vientiane (managed by consultants). This is the same project 
being implemented in XK province. 

• Climate Protection Through Avoided Deforestation (CLIPAD), funded by GIZ/KfW 
(Germany), Euro 10 million, 2013 to 2020 (having been extended from 2018, implemented 
in 3 districts in HP province only, under MAF, with a PPMU (NPCO equivalent) at MAF 
Vientiane. 

 
2. Irrigation section provided a letter outlining the proposed level of GoL staffing support for NRI-

AF2 – 7 staff members assigned at PAFO level, plus 6 staff assigned at each of the 3 DADFOs 
(districts) proposed for NRI-AF2. The 7 staff members proposed for PAFO included one 
Accountant, but upon discussion with the Accountant from Irrigation section (Mrs. 
Phuangvanh), she advised that she has been assigned as “Accountant” for Irrigation section, 
but she has no formal accounting background (having studied in Agriculture). 
 

3. Met with the Cashier from PAFO’s Finance Dept. (Mrs. Phonesang). She is also assigned as 
the Project Accountant for TABI project, supported by an FM consultant based at the NPCO in 
VTE. She answered the questions regarding TABI project and also a lot of the questions 
regarding PAFO entity (on the first day), given that the Chief Accountant was off sick. 

 
4. Met with a staff member from the Internal Audit Dept at PAFO (Mrs. Lar), as the head of the 

Dept was off sick. She answered the questions for the questionnaire section for internal audit. 
Overall, it appears that there are no formal work plans for internal auditing taken up, and also 
the staff are assigned to the Dept without any background/experience in 
finance/accounting/auditing. No pre-audit is carried out by the Dept. 

 
5. On the second day, TRTA specialists were able to meet with the deputy head of PAFO’s 

Finance Dept (Mrs. Bounkham), who is also assigned as the Project Accountant for CLIPAD 
project. She had studied in Administration, with some accounting, and had been at PAFO for 
around 10 years (including one year as a volunteer). TRTA specialists reviewed the books, 
reports etc for CLIPAD, for the month of April 2018. There was a fixed assets register, which 
looked well-maintained; also, they have a quarterly physical inventory check, and the person 
assigned with the asset has to sign for it. The overall audit report was not kept in HP, but there 
were notes of the exit discussion for the 2016 audit, which showed some minor administrative 
findings. The books and reports were made in Excel; there appeared to be some duplication – 
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with the transactions listed separately (aside form the cash book listing) in order to capture the 
(CoA) account heads. 

 
6. The TRTA specialists also visited the bank (BCEL). They confirmed 

• USD accounts may be opened, based on request letter from MAF, through MoF, to BCEL 
central office in Vientiane, who will then instruct provincial branch. 

• For USD account, cheque book will be issued in USD, but cheques may be drawn in Kip 
(noting “Kip” on the cheque); bank will then debit the USD account with the USD equivalent 
of the Kip payment. 

• TT transfers may be made to accounts in different currencies. 
 

Current projects in HP (TABI and CLIPAD) only have an account in Kip. In Xam Neua, BCEL 
is used as the bank, but in districts there is not always a BCEL branch. 
 

7. There was a wrap up meeting on 29/5/18 (with Mr Bounkham, Head of Agriculture Dept). At 
that meeting, the TRTA specialists advisee that the aim for NRI-AF2 was a more decentralized 
approach, but within the framework of MoF and ADB regulations. The TRTA specialists noted 
that PAFO has some good recent experience with externally-financed projects, but there would 
still need to be training, support and oversight given for NRI-AF2. 
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ANNEX 1J MEETING NOTES (MINISTRY OF FINANCE, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Meeting with MOF (External Finance Dept) (16/5/18) – Points Discussed 
 
Note: The meeting agenda had more items than were discussed – the meeting had to be 
cut short after around 10 minutes, due to another meeting commitment of the Director. 
 
1. Persons Met: 

• Dr. Sengaloun Inmyxai, Director, External Finance Dept 

• Other staff from External Finance Dept 
 
2. Funding Arrangements  

• The one Imprest Account that is allowed has to be under MoF, at Bank of Lao. This is as 
per Lao regulations 2695/MoF, issued November 2010. 

• A sub-account is allowed for each implementing unit – up to the greater of the 3 months 
spending plan or USD 20,000. 

• The sub-accounts will be in Lao Kip, with all local payments made in Kip. 
3. Software 

• Accounting software has to be certified by MoF, through the Accounting Dept. The Director 
mentioned that Accpac software could be used. 

 
Follow Up Meeting with MOF Accounting Department (7/6/18) 
Met with Mt Bounleua Daovilay, who advised the following: 

• Projects’ accounting software needs to be certified by MOF, as per the Accounting Law. 

• MOF has certified the use of Accpac for DOI’s EWEC project. For other projects, we could 
either have it mentioned in the agreements, or just apply to MOF for certification. Based on 
EWEC project, it should be fine for Accpac. 

• Regarding APIS, MOF has not issued any certification as yet, as there has been no 
application. 

• For GOL accounting software, each agency/ministry have taken up individual solutions. For 
MOF, they have received funding from WB for the development of specific and tailored 
software for MOF purposes; this is ongoing. 
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ANNEX 1K MEETING NOTES (EWEC PROJECT, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Interview with East-West Economic Corridor Project (15/5/18) 
(Note: this interview was not as comprehensive as for the Flood and Drought Project, with 
just some key information being collected) 
 
1. Persons Interviewed: 

Chief Accountant, paid by GoL (No other GoL staff assigned to the project) 
Financial Management Specialist (National), paid by project. Has worked full-time since the 
start, but now part-time. 

 
2. Background and Structure 

• Project started in 2013 and will run to 2022. 

• Project budget - USD 60 million ADB plus USD 0.60 million for GoL; GoL contribution is 
for salaries. 

• Project structure: Three PIOs - National Project Management Office (NPMO) plus two 
provinces (PPMOs). 

• Imprest account is with MoF, plus three sub-accounts (one for each PIO) 

• Imprest replenishments can be for 1, 2 or 3 sub-accounts, but replenishments are 
“consolidated”. 

• Sub-accounts ceiling is USD 100k for NPMO and USD 50k for PPMOs. 

• Payments direct from (MoF) Imprest are similar to FDM project – long process (two 
weeks for this project). 

 
3. Accounting 

• Has been Excel-based since the start of project; but now starting with Accpac. 
 
4. Financial Reporting 

• Financial reports made quarterly to ADB, incorporated with overall project reports. 
 
5. Audits 

• Audit – State Audit Organization (SAO) of Laos; annual FS prepared by project; not 
followed international standards (IPSAS), but follow MoF formats. 

• Many management comments but mostly re Lao law matters. 

• 2017 audit report will be submitted in June 2018; audit work completed. 
 
6. Taxation 

• Tax included (paid by ADB). 
 
Follow Up Meeting 4 June 2018 
There was a follow up meeting with the FM consultant, and the following points were noted: 

• For the Accpac software, this is being started with effect from 1 January 2018, but no 
historical transactions are being coded into the new system (only the opening/summary 
figures). They are planning to have this utilized also in the provinces. There are no 
customized reports in the Accpac system, they just use the Trial Balance from Accpac 
and do the project reports in Excel. Accpac is English only – they need to translate the 
transactions from the payment vouchers into English for entering in the Accpac system. 
The system cost around US$ 10,000, including training, but no customized reports. 



139 
 

 

• Sub-accounts are replenished by MOF from the Imprest Account, but independently of 
Imprest Account replenishments. 
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ANNEX 1L  MEETING NOTES (FDMM PROJECT, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Interviews with Flood and Drought Management and Mitigation Project 
 
1. Persons Interviewed: 

• Mr. Khambongsay Thammavongsa, Chief Accountant for DoI; paid by GoL and assigned 
full-time by DoI to the project. (Date: 11/5/18). 

• Daosavanh Phouangkhamsao, Financial Management Specialist (National); assigned 
full-time originally, but now part-time as the project winds down – PAM stated 4 months 
only; paid by the project. (No international FM Adviser). Scope of inputs – doing all the 
major FM tasks (WAs, overall accounting, reporting etc), with the minor day-to-day tasks 
(sub-imprest bookkeeping, payment processing etc) carried out by others. (Date: 
14/5/18). 

(Note: There are three other full-time project staff – two paid by GoL and one paid by the 
project. In practice, GoL staff assign 80% of their time to the project – it is difficult for senior 
staff to assign 100% to the project). 

 
2. Background 

• Project started in 2013 (PAM dated 2012); expenditure profile by year goes from 2013 
to 2019, inclusive. Project will close in 2019, but there may be a second phase. 
Performance to date – spent USD 19 million to date out of ADB budget of USD 36.5 
million. 

• MAF role is that imprest payments (but not sub-imprest payments), WAs etc have to go 
through Planning Department in MAF. MoF role is sign off on all imprest payments and 
WAs.  

• There are four PIUs – the coordinating office in DoI, plus three central level agencies 
(including PAFO VTE).  

 
3. Finance Structure 

• Budget in USD – ADB Loan USD 24.50 million (denominated in SDR); ADB Grant USD 
12.50 million; GoL USD 0.59 million – total costs to be financed, including contingencies 
etc. 

• Accounting and financial reporting. Requires consolidation of the four PIUs, plus the 
imprest accounts (one each for the loan and the grant) under MoF. 

• Funding/WAs/signing/imprest account management – see page 28 of PAM. Imprest 
accounts are held by MoF; sub-accounts (2nd generation imprests) are held by each PIU 
(four for the loan and two for the grant), with a ceiling of USD 20,000. The imprest 
replenishments are consolidated each time under the one imprest account under MoF 
(for each of the loan and the grant). This creates delays in replenishment, when one or 
more PIUs do not report timely; the aim is to replenish the accounts before the balances 
get down too low. The finance does not go down below PIU level (eg to district level). 
MoF are signatories to all WAs (including Direct Payments) and imprest accounts – the 
process is Project to DoI to MAF Planning to MoF (project prepares WAs and imprest 
payments); each PIU manages their respective sub-account. In practice, the sub-
accounts are used for minor operating costs only, and the rest is through the imprest 
accounts. 

• Direct Payments may be used for payments above USD 50,000. Imprest account/SOE 
procedures are used for all payments below USD 50,000 (with no supporting documents 
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to be submitted to ADB), and may be used for payments above USD 50,000 (with 
supporting documents submitted). 

• Imprest accounts and sub-accounts are in USD. Usually, payments may be made in KIP 
and the bank is able to debit the equivalent USD to the account. Sometimes there are 
problems with this.  

• Financial Management section in PAM is on pages 29 to 32. 

• Expenditure profile, by unit by Imprest/DPs. Not many DPs in a quarter – just 3 or 4, and 
sometimes none. Rest is through imprest accounts. 

 
4. Accounting System 

• Project is using the APIS software (private system, not certified by GoL, which causes 
audit issues). This is based on double entry bookkeeping, and appears to be suitable for 
capturing the complete project transactions. Project obtains imprest transaction from 
each imprest/sub-account, then enters into APIS based on a summary by Category; also, 
the same information is entered into an Excel summary, which is used to make the 
reports. This is duplication. Not clear if this is operated for other projects.  

• The project’s CoA is based on the Category headings per the PAM. The project reports 
by funding source, by Category, and by Input (Component) - each ADB Category only 
goes to one input. There is a move by GoL aiming to integrate the projects’ CoAs with 
the GoL CoA. 

• Contract financial management. Project maintains the contracts’ financial information in 
Excel, recording contract values, payments against each contract, and unpaid balance 
for each contract.  

• There is an FMM for the project, but it is quite a simple one and could not be located.  
 
5. Financial Reporting 

• Quarterly to ADB, through project M&E section. Format is quite simple – basically 
Sources and Uses report (cash basis), by Category and Input (no further breakdown from 
the Categories, so no complete FMIS (eg activities)). No ongoing budget monitoring, and 
no overall fund management (eg SDR/USD). Should be submitted within one moth of the 
quarter, although not clear if 2018 Q1 report submitted yet.  

• Annual FS for audit - simple summary (per quarterly reports) given to auditors, then they 
do the FS in the audit report – this not in line with IPSAS. 

• No other reports, for example monthly management reports. 
 
6. Audits 

• These are conducted each year by the State Audit Organization of Lao PDR. Audit report 
covering 15 months to 31 December 2016 submitted (dated) 29 June 2017; (FY recently 
changed to 31 December). Report also included a number of points in a Management 
Letter. 2017 audit report not finalized yet. 

• No internal auditing within DoI. 
 
7. Internal Controls 

• Segregation of duties and other controls operated as per MoF guidelines. 

• Payments and documentation templates/systems operated as GoL system. 
 
8. General Project Management 

• The project is managed by DoI, independently from other projects, with specific 
resources for the project set up under the National Project Coordination Office (NPCO) 
for the project (i.e. NPCO covers just this one project). Not clear on the approach 
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covering the other projects within DoI (if this is in line with the proposed “Governance 
Team” for DoI and Provincial PMUs for the provinces). 

• Also not clear if there is sufficient capacity to handle all the projects (need to see list and 
effective dates), based on Accountants delegated from GoL plus some consulting 
support. Need to see how this works for all the projects under DoI, whether there are 
sufficient skills for the projects’ FM requirements, and what training is provided. 

• Contract Management. Excel used to track payments against each contract. 
 

9. GoL contribution 

•  Salaries of government, only (eg Chief Accountant of DoI) 
 
10. Taxation 

•  All paid by project, inc VAT 10%. 
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ANNEX 1M MEETING NOTES (NRI PROJECT, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Interview with Northern Region Infrastructure Development Sector Project (7/6/18) 
(Note: this interview was not as comprehensive as for the Flood and Drought Project, with 
just some key information being collected) 
 
1. Persons Interviewed: 

Mr. Phaythoune Phomvixay (National Project Manager) 
Mr. Thavisack Inthivong (Project Chief Accountant) 
 

2. NRI project NPCO not physically within DOI; aside from NPCO, has 4 PPCOs. Additional 
Financing started from August 2017 and this phase will run until 2020. 

 
3. Three project finance staff (Chief Accountant, Accountant, Disbursement Officer/Assistant) 

for each of the five offices. At NPCO, all three paid by the project; at the PPCOs, there is a 
combination of project-paid and GOL-paid finance staff for the project. (Note: As per the PAM 
for the AF, there is mention of continuing with the arrangements for the original financing; 
however, the Project Cost Estimates for the AF appear not to include any amounts for project-
paid FM consultants, although there is a provision for ADB-paid “Incremental Staff”). 

 
4. Funding. One imprest at MOF, plus 5 Sub-accounts. The Imprest Account ceiling is US$ 2 

million and the Sub-accounts’ ceiling is now US$ 100,000 for each (increased from US$ 
50,000). Minimum WA value is US$ 200,000. Sub-account replenishments are made from 
Imprest Account independently from Imprest Account replenishments. There have 
sometimes been some delays in getting sufficient funds to the Sub-accounts. 

 
5. Accounting System. There is no accounting software, the project uses Excel only. 
 
6. Quarterly reports are made to ADB, including the financial reports. These financial reports 

(and the chart of accounts) are not broken down to activity level. 
 
7. Annual audit is done by SAO – the 2017 audit for AF was done by SAO. (Note: The PAM for 

the AF indicated that there were some issues with SAO). 
 
8. The project financial reports include the GOL contribution, based on the actual costs of the 

actual GOL inputs. 
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ANNEX 1N MEETING NOTES (ACCPAC SOFTWARE SUPPLIER, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Meeting with Accpac (accounting software) 4/6/18 – Points Discussed 
 
1. Persons Met: 

• Mr. Nakarat Phunghansaphorn, Manager for Motive Solutions (Lao) Co. Ltd. 
 

2. The company has been in operation for around 20 years, in Laos and Thailand. They are 
distributors of Accpac software (now known as “Sage”), and also provide customizations, 
add-on modules and training. They provide these services to businesses, and also for 
projects – mainly they have experience with World Bank projects. They are not aware of 
certification requirements from MoF. 

 
3. They made a presentation of the software, based on showing the customizations that can be 

made for projects. Overall, the level of customizations that may be done (mostly already 
done) make the Accpac software (plus the add-ons) very suitable for projects. 

 

• The customized reports look as if they could fit with NRI-AF2 (and other projects), and 
in any case these could be further customized as necessary; 

• They are able to customize other reports such as a contract financial management 
report and a fixed assets register, based on linking the payments data from the main 
system into a template with other (manually-entered) information. It is better to integrate 
these reports into the one system.  

• For World Bank projects, they have developed a report for designated account 
(imprest) replenishments reporting (similar to the ADB SOE system). 

• The Accpac software is English only. They have developed an add-on software in Lao 
for the provinces – the figures (amounts, chart of accounts codes) are all in Roman 
script (which is understood in the provinces), but the descriptions are in Lao language. 
It means that when the provincial transactions are uploaded into the overall system at 
central level, there are some SOE transactions in English (from the central level) plus 
some in Lao (from the provincial level) – for the SOE, the Lao language descriptions 
need to be translated into English.  

• They showed how the chart of accounts headings can go to up to 10 levels (“segments”) 
– at least 3 levels are needed for analyzing expenditures (eg, by Category or by 
Component, by sub-component (if necessary), by activity). Sub-ledgers are also 
available. 

• Budgets have also been included, but only at central (overall) level. This could also be 
added at provincial level.  

• Data entry interface is set up for all types of project transactions. There is no “Journal 
Entry” as such, but all ‘cash’ transactions (including fund receipts), plus cash advance 
liquidations, are set up. 

• They advised that data may be uploaded from sub-offices to the head office, in order 
to consolidate the whole project’s transactions. This may be done online or through 
manual file uploading (eg through USB). This would need to be investigated further. 

 
4. The price of the software is approx. USD 20,000 (plus about US$ 6 to 8,000 for the provincial 

software), including customization (re reports etc).   
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ANNEX 1O MEETING NOTES (APIS SOFTWARE SUPPLIER, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Meeting with APIS (accounting software) 1/6/18 – Points Discussed 
 
1. Persons Met: 

• Mr. Khamla Souriyasack (APIS, Managing Director) 

• Three ladies, who gave the presentation 
 

2. APIS have been in business for more than 10 years; they provide software mainly for 
businesses, but have also developed an adapted software (with some customized reports) 
for projects. They are not have a permanent certification from MoF, but have received 
certification on a case-by-case basis for projects’ software. 

 
3. They made a presentation of the software, based on FDMM Project (DoI), showing the 

structure, but of course without the data. Key points: 
 

• The reports look as if they could fit with NRI-AF2 (and other projects), and in any case 
these could be further customized as necessary; 

• One of the reports was a “Summary of Contracts” – it would need to be followed up in 
detail, but it appears that the contracts financial management could be integrated within 
the one system. (FDMM project advised that they manage the contracts’ financial status 
through Excel). 

• The software is Lao and English. English may need to be improved, but they have a 
consultant who can advise further on improving the English translations. 

• They showed how the chart of accounts headings can go to at least 3 levels, which will 
be important especially for analyzing expenditures (eg, by Category or by Component, 
by sub-component (if necessary), by activity). 

• Budgets were not clear; this would need further investigation, but in any case further 
customization is possible. 

• Data entry interface is set up for all types of transactions. There is no “Journal Entry” 
as such, but all ‘cash’ transactions (including fund receipts), plus cash advance 
liquidations, are set up. 

• They advised that data may be uploaded from sub-offices to the head office, in order 
to consolidate the whole project’s transactions. This may be done online or through 
manual file uploading (eg through USB). This would need to be investigated further. 

 
4. The price of the software is approx. USD 20,000, including customization (re CoA, reports 

etc). The framework presented for FDMM project is very similar to the framework that would 
be required for NRI-AF2 and other projects. 
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ANNEX 1P MEETING NOTES (ADB LRM, VIENTIANE) 
 
NRI-AF2 – FMA Consultations 
Meeting with ADB (at LRM) (15/5/18) – Points Discussed 
 
1. Persons Met: 

• David Salter (Task Team Leader) 

• Sisavanh Phanouvong (Senior Project Officer, LRM) 
 

2. TRTA asked if there were PFM issues to be made aware of – for the projects or more 
generally. There is no FMS at LRM. There were no particular issues raised by ADB – TRTA 
will follow up later if necessary; in the meantime, TRTA has looked closely at the two existing 
projects in DoI in order to assess lessons learned. 

 
3. Funding Arrangements  

• Not possible to have more than one Imprest Account; arrangement will need to be one 
Imprest Accounts plus five Sub-accounts 

• In order to fit with a more decentralized approach, the five Sub-accounts could submit 
replenishment requests independently (for one PIO), even if through the same process as 
if being consolidated.  

• Ceilings for Sub-Accounts – the ceiling for the Sub-accounts will need to be set higher, firstly 
so that each PIO can make more of their payments directly, and secondly in order to meet 
the minimum value of WAs (currently set at USD 100k). 

• At the moment (for other projects), the FM arrangements are very centralized – MoF is 
directly processing a lot of payments from the Imprest Account (meaning they are involved 
more in implementation rather than oversight), and if the replenishments are consolidated 
across all/most PIOs this can delay the replenishments. 

• Direct Payments could also be driven more independently by each PIO. 

• Need to get an expenditure profile, to assess local (imprest) funding requirements versus 
Direct Payments. 
 

4. The decentralization of the project implementation may be taken up incrementally – it will be 
difficult to make wholesale changes in one go. Decentralization still needs oversight. 

 
5. Online submission of WAs. ADB has been trying for two years to have this taken up in Lao 

PDR, but to date MoF has been reluctant. 
 
6. Program approach. ADB are looking for more strengthening of government to manage 

projects, including managing multiple projects. ADB wants more standardized systems. 
 
7. Government contributions are planned to be just government salaries for GoL staff working 

on the project. Taxation will be paid by ADB. This is a simple approach, in line with the other 
two DoI projects. 

 
8. ADB will provide an example of a newer PAM, to show recent FM arrangements agreed. 
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ANNEX 2 TERMS OF REFERENCE FOR FINANCIAL MANAGEMENT POSITIONS   
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ANNEX 2A TERMS OF REFERENCE FOR FINANCIAL MANAGEMENT SPECIALISTS 
(CONSULTANTS) 
 
NRI-AF2 – Project Implementation Consultant TOR 
Financial Management Specialists 
 
Financial Management Specialists (8 p-m international {one consultant} and 34 p-m 
national {two consultants}) 
 
Background 
The financial management specialists will be responsible for (i) the establishment of financial 
management systems and procedures for the project, taking account of the standardized 
Financial Management Manual (FMM) developed for ADB-funded projects under the Department 
of Irrigation (DOI); (ii) capacity building of DOI and the four Provincial Agriculture and Forestry 
Offices (PAFOs), in Louangphabang, Xaignabouli, Xiangkhouang and Houaphan, in the project’s 
financial management; (iii) monitoring and supporting implementation of financial management 
for the project; and (iv) supporting the transition of the other ADB projects under DOI into the FM 
arrangements as per the standardized FMM. 
 
The specialists will take account of the decentralized implementation approach to NRI-AF2 (with 
due consideration of the respective roles under this arrangement, for example the requirements 
for coordination, consolidation and oversight by DOI), taking account of the controls and 
monitoring/oversight that are required under a decentralized approach, and building capacity of 
government staff in the five implementing agencies (DOI and the four PAFOs), in order that, not 
only is NRI-AF2 managed well, but this is done in the context of strengthening capacity for 
managing multiple projects in DOI. The strengthening of DOI’s FM capacity will be in the context 
of the proposed projects’ governance unit in DOI for managing multiple projects in a sound and 
consistent manner. A key focus is ensuring that government staff are able to carry out, and be 
responsible for, the day-to-day FM responsibilities. The project is expected to have multiple 
financing sources, and the complete project has to be managed. 
 
The monitoring of the implementation of the financial management requirements for the project, 
and the associated advice and support, will include ensuring that: 

(i) Proper controls are being applied;  
(ii) All the accounting and financial reporting requirements are being met;  
(iii) All the documentation requirements are being met; and  
(iv) Audit issues are minimized. 

 
Two national specialists will be engaged, both based at DOI - one lead specialist (24 p-m) and 
one support specialist (10 p-m). This will allow all five entities to be supported and monitored more 
comprehensively and more simultaneously during the first year or two of the project – the lead 
specialist will advise on the organization of the respective work itineraries, with a view to ensuring 
that sufficient time is spent at the four PAFOs. 
 
The international and lead national specialist will have an IFAC-recognized accountancy 
qualification and/or graduate qualifications in economics, financial management or other relevant 
field, together with a minimum of 15 years experience in financial management of development 
projects preferably financed by external donors, especially ADB or WB. The support national 
specialist will have a relevant graduate qualification together with a minimum of 10 years relevant 
experience. 
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1. International Financial Management Specialist 
Working in tandem with the Lead National FM Specialist, and reporting to the Project Director in 
DOI and the Head of the Projects’ Governance Unit in DOI, duties for the position, and the 
respective deliverables, include the following: 

• Using the standardized FMM template, and taking account of the requirements of 
ADB and the government, develop the supplementary or project-specific FMM for 
the project. 

• Establish the project’s FM systems and procedures at the five implementing 
agencies, including the accounting software and associated systems. 

• Develop the capacity building plan for the five implementing agencies, and provide 
advice/support for the delivery of the initial capacity building activities. 

• Monitor the implementation of the project’s FM, and advise/support on issues and 
corrective actions that need to be taken. Update the FMMs as necessary, based on 
experience to date. 

• Provide advice, support and capacity building for the transition of other ADB projects 
in DOI into the standardized FMM arrangements. 

 
The following deliverables are expected: 

• Project-specific FMM, with updates as required. 

• Capacity Building Plan. 

• Reports on capacity building delivery and establishment of the FM systems and 
procedures at the five offices. 

• Reports on monitoring, including issues, advice and action taken. 

• Reports on transition of the other ADB projects in DOI into the standardized FMM 
arrangements. 

 
2. Lead National Financial Management Specialist 
Working in tandem with the International FM Specialist, and reporting to the Project Director in 
DOI and the Head of the Projects’ Governance Unit in DOI, duties for the position, and the 
respective deliverables, include the following: 

• Using the standardized FMM template, and taking account of the requirements of 
ADB and the government, develop the supplementary or project-specific FMM for 
the project. 

• Establish the project’s FM systems and procedures at the five implementing 
agencies, including the accounting software and associated systems. 

• Develop the capacity building plan for the five implementing agencies, and lead the 
delivery of the capacity building activities, including follow up capacity building as 
required. 

• Monitor the implementation of the project’s FM, and advise/support on issues and 
corrective actions that need to be taken. Update the FMMs as necessary, based on 
experience to date. 

• Provide advice, support and capacity building for the transition of other ADB projects 
in DOI into the standardized FMM arrangements. 

 
The following deliverables are expected: 

• Project-specific FMM, with updates as required. 

• Capacity Building Plan. 

• Reports on capacity building delivery and establishment of the FM systems and 
procedures at the five offices. 
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• Reports on monitoring, including issues, advice and action taken. 

• Reports on transition of the other ADB projects in DOI into the standardized FMM 
arrangements. 

 
3. Support National Financial Management Specialist 
Reporting to the Lead National FM Specialist, duties for the position, and the respective 
deliverables, include the following: 

• Establish the project’s FM systems and procedures at the five implementing 
agencies, including the accounting software and associated systems. 

• Support the development of the capacity building plan for the five implementing 
agencies, and the delivery of the capacity building activities, including follow up 
capacity building as required. 

• Monitor the implementation of the project’s FM, and advise/support on issues and 
corrective actions that need to be taken.  

• Provide advice, support and capacity building for the transition of other ADB projects 
in DOI into the standardized FMM arrangements. 

 
The following deliverables are expected: 

• Reports on capacity building delivery and establishment of the FM systems and 
procedures at the five offices. 

• Reports on monitoring, including issues, advice and action taken. 

• Reports on transition of the other ADB projects in DOI into the standardized FMM 
arrangements. 

 
 
 
Schedule of Inputs 
  International   Lead National Support National 
   Specialist     Specialist        Specialist 
Year 1    4 months     8 months        6 months 
Year 2    2 months     6 months        4 months 
Year 3    2 months     4 months 
Year 4        2 months 
Year 5        2 months 
Year 6        2 months 

 
 
 
  



151 
 

 

ANNEX 2B TERMS OF REFERENCE FOR GOL PROJECT FM STAFF 
 
Background 
The project financial management staff will be responsible for all of the day-to-day financial 
management operations, including budgeting (in consultation with technical staff), funding, 
payment processing, bookkeeping, accounting and financial reporting, asset management, 
contract financial management, FM record keeping, and audit facilitation. They will follow the 
established systems and procedures as per the agreed Financial Management Manual. 
 
There will be two FM positions at each implementing agency – one Project Accountant and one 
Assistant Project Accountant. The roles at DOI will be different to the roles at the four PAFOs, in 
that the accounting transactions for DOI will be less than those for the PAFOs, however, the DOI 
FM staff will be responsible for overall coordination, consolidation and monitoring/oversight for 
the project as a whole, including all sources of financing. 
 
Both positions at each implementing agency are full-time. The Project Accountant will be on board 
from the commencement of the project, while the Assistant Accountant will be on board once the 
transactions start to increase. The Project Accountant will have an academic background in 
finance, accounting or a related subject, and at least 3 years practical experience in accounting. 
The Assistant Accountant will have an academic background in finance, accounting or a related 
subject, and/or at least 1 years experience in accounting. Additional training will be provided by 
the project. 
 

1. Project Accountant (DOI) 
Reporting to the Project Director in DOI and the Head of the Projects’ Governance Unit in DOI, 
duties for the position, and the respective deliverables, include the following: 

• Overall management and oversight of the Imprest Account(s) (in conjunction with 
MOF, as the account holder), ensuring that funds are replenished on time, and with 
all details as per the requirements of the funder(s), so that the Imprest Account(s) 
always have sufficient funds. 

• Overall management and oversight for the imprest Sub-account(s) at DOI, as well 
as monitoring and oversight of the Sub-account(s) for each of the four PAFOs, to 
ensure that funding replenishments are made timely. 

• Overall management and oversight for all applications for Disbursements 
(withdrawals) from the funding source(s), for both Imprest withdrawals and Direct 
Payments. 

• Overall financial management and oversight for the complete project budgeting 
requirements, in consultation with the project’s technical staff. 

• Overall financial management and oversight for the complete project funding. 

• Overall management and oversight of the payment processing, accounting and 
financial reporting requirements for the project activities managed at DOI, as well as 
monitoring and oversight of the payment processing, accounting and financial 
reporting for the project as a whole, with coordination and consolidation as required. 

• Overall management and oversight of contracts’ financial management for the 
project activities managed at DOI, as well as monitoring and oversight of the 
contracts’ financial management for the project as a whole, with coordination and 
consolidation as required. 

• Overall management and oversight of the FM records management at DOI 
(including asset management records), as well as monitoring and oversight of the 
FM records management for the project as a whole. 
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• Preparation for, and facilitation of, project audits and other reviews at DOI, as well 
as oversight for the project as a whole, with coordination and consolidation as 
required. 

• Overall management and oversight of the Assistant Project Accountant at DOI, as 
well as monitoring and oversight of the FM team at each of the four PAFOs. 

• Other tasks as required, to ensure that the FM of the whole project works well. 
 

The following deliverables are expected: 

• Reports demonstrating that Imprest and Sub-accounts always have sufficient funds 
available, with minimal queries from the funding agencies on the Imprest Account(s) 
reporting. 

• Financial reporting for the project, in accordance with the formats and timelines as 
per the Financial Management Manual. 

• Reports demonstrating that the FM operations at DOI and the four PAFOs are 
working well, based on agreed FM performance indicators. 

• Reports demonstrating that the audit reports are completed and submitted in due 
time, with minimal findings, and with such findings to be corrected in a timely 
manner. 

 
2. Assistant Project Accountant (DOI) 

Reporting to the DOI Project Accountant, duties for the position, and the respective 
deliverables, include the following: 

• Preparation of replenishment requests for the Imprest Account(s). 

• Preparation of replenishment requests for the Sub-account(s) at DOI, as well as 
supporting the DOI Project Accountant in the coordination, monitoring and oversight 
for the replenishment requests for the Sub-account(s) at each of the four PAFOs. 

• Preparation of payments for the DOI Sub-accounts, as well as project payments that 
need to be processed through the Imprest Account(s). 

• Supporting the DOI Project Accountant in the project’s accounting and financial 
reporting, including coordination, consolidation and monitoring/oversight.   

• Maintaining the FM records management at DOI. 

• Supporting the preparation for, and facilitation of, project audits and other reviews 
at DOI. 

• Other related tasks as required by the DOI Project Accountant. 
The deliverables for this position will be managed by the DOI Project Accountant. 
 

3. Project Accountant (PAFO) 
Reporting to the Project Director/Coordinator at the respective PAFO, duties for the position, 
and the respective deliverables, include the following: 

• Overall management and oversight for the imprest Sub-account(s) at the respective 
PAFO, to ensure that funding replenishments are made timely and correctly. 

• Overall management and oversight for all applications for Disbursements 
(withdrawals) from the funding source(s) for the respective PAFO, for Direct 
Payments. 

• Overall FM management and oversight for the budgeting requirements for the 
respective PAFO, in consultation with the technical staff. 

• Overall FM management and oversight for the complete funding for the respective 
PAFO. 

• Overall management and oversight of the payment processing, accounting and 
financial reporting requirements for the activities for the respective PAFO. 
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• Overall management and oversight of contracts’ financial management for the 
project activities managed at the respective PAFO. 

• Overall management and oversight of the FM records management at the respective 
PAFO, including asset management records. 

• Preparation for, and facilitation of, project audits and other reviews at the respective 
PAFO. 

• Overall management and oversight of the Assistant Project Accountant at the 
respective PAFOs. 

• Other tasks as required, to ensure that the complete FM operations at the respective 
PAFO work well. 

The following deliverables are expected: 

• Reports demonstrating that the Sub-accounts at the respective PAFO always have 
sufficient funds available, with minimal queries from the funding agencies on this 
aspect of the Imprest Account(s) reporting. 

• Financial reporting for the respective PAFO, in accordance with the formats and 
timelines as per the Financial Management Manual. 

• Reports demonstrating that the FM operations at the respective PAFO are working 
well, based on agreed FM performance indicators. 

• Reports demonstrating that the audit reports contain minimal findings for the 
respective PAFO, and with such findings to be corrected in a timely manner. 

 

4. Assistant Project Accountant (PAFO) 
Reporting to the Project Accountant at the respective PAFO, duties for the position, and the 
respective deliverables, include the following: 

• Preparation of replenishment requests for the Sub-account(s) at the respective 
PAFO. 

• Preparation of payments for the Sub-accounts, as well as for project payments that 
need to be processed through the Imprest Account(s). 

• Supporting the Project Accountant at the respective PAFO in the project’s 
accounting and financial reporting.   

• Maintaining the FM records management at the respective PAFO. 

• Supporting the preparation for, and facilitation of, project audits and other reviews 
at the respective PAFO. 

• Other related tasks as required by the Project Accountant at the respective PAFO. 
The deliverables for this position will be managed by the Project Accountant at the 
respective PAFO. 
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ANNEX 3 STANDARD FINANCIAL MANAGEMENT MANUAL OUTLINE 
 

Table of Contents 
Acronyms and Abbreviations  
1. Introduction 
1.1. Roles and Responsibilities  
1.1.1. Governance Unit in DOI 
1.1.2. DOI and MAF  
1.1.3. Ministry of Finance 
1.1.4 Other Offices  
1.2. Use of Standardized Financial Management Manual and Projects Covered  
1.3. Financial Management Framework  
1.3.1. Financing Agreements  
1.3.2. Authorized Signatories  
1.4. Purpose of Financial Management Manual  
2. Project Funding and Fund Management  
3. Budgeting and Fund Flow Forecasting  
4. Disbursements from Financing Accounts  
4.1. Types of Disbursement  
4.2. Imprest Accounts  
4.3. E-Processing of Financing Account Disbursements 
5. Accounting  
5.1. Books of Account  
5.2. Data Entry and Bookkeeping  
5.3. Foreign Exchange Management  
5.4. Project Imprests  
5.5. Close-off of Books  
5.6. Supporting Documents and Payment Operating Guidelines  
5.6.1. Payment Processing  
5.6.2. Payment Processing (WAs)  
5.6.3. Procurement Procedures  
6. Financial Reporting  
6.1. Interim Financial Reports  
6.2. Annual Financial Statements  
6.3. Reporting to Government  
7. Others  
7.1. Contract Financial Management  
7.2. Use of Force Account  
7.3. Workshops and Meetings  
7.4. Property, Plant and Equipment  
7.5. Project Consultants  
7.6. Taxation  
7.7. Records Management  
7.8. ADB Financial Information Services  
7.9. Conflicts of Interest and Related Party Transactions  
8. Monitoring and Auditing  
8.1. Financial Monitoring  
8.2. Audits and Reviews 
Annexes 
These will include templates for financial reporting (with associated schedules), and templates for 
vouchers, forms and registers. 


