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I. INTRODUCTION 

A. The Financial Management Manual 

1. The Financial Management Manual (the FMM) for the Sustainable Rural Infrastructure and 
Watershed Management Project (SRIWMP; the project) comprises two Parts. 
 
2. Part 1 is the FMM – Framework Document (the FMM Framework) and gives the detailed 
and comprehensive financial management (FM) framework under which the project will operate. 
It is based on the disbursement arrangements as per the Asian Development Bank’s (ADB’s) 
Loan Disbursement Handbook 2017 (LDH; as may be updated from time to time), together with 
the other financial management arrangements required by the project in agreement with ADB and 
the Government of Lao PDR (GOL). It comprises two sub-parts: 

(i) Part 1A contains the main text for the FMM Framework. 
(ii) Part 1B contains the Annexes to the FMM Framework. 

 
3. Part 2 is the FMM – Special Provisions and gives the detailed FM aspects that are 
contained in the project’s Financing Agreement(s) and Project Administration Manual (PAM), as 
well as the other detailed operating arrangements specific to the project. It contains the FMM - 
Special Provisions main text and its Annexes. 
 
4. The FMM Part 2: Special Provisions will be updated based on the loan negotiations for 
the project, with any outstanding points to be resolved prior to loan effectiveness. 
 
B. Roles and Responsibilities 

5. The project’s organizational structure and the respective roles and responsibilities are 
given in the FMM Part 2: Special Provisions. 
 

II. FINANCIAL MANAGEMENT FRAMEWORK 

A. Accounting Policies 

6. The accounting system will be based on the principles of double entry bookkeeping and 
the historical cost concept. 
 
7. General purpose financial reporting will be made in accordance with the International 
Public Sector Accounting Standards (IPSAS) cash basis, while special purpose financial reporting 
will be made as per the specific guidance in the FMM.1 
 
B. ADB Loan Disbursement Handbook 

8. Under ADB financing arrangements, the project has to follow the provisions of the LDH.2 
The LDH lays out the requirements for the drawing down of funds from the financing account(s). 
See section V. for the detailed Disbursement requirements. 
 

 
                                                
1 General purpose financial reporting relates to wider (for example, public) disclosure, while special purpose financial 

reporting relates to internal management reporting, to be agreed between the managers. 
2 The LDH applies to both loan and grant financing. 
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9. The more generic project FM arrangements (budgeting accounting, financial reporting etc) 
are not in the LDH, but are included in the FMM, for agreement with ADB and GOL. 
 
C. GOL Systems and Procedures 

10. The FMM integrates the overall ADB requirements with the GOL operating procedures. At 
this stage, this integration is in respect of the projects’ general operating/administrative 
procedures (such as fixed assets management and cash advances management), the use of 
standard GOL forms, as well as the integration of the GOL chart of accounts within the projects’ 
financial systems should this be required by GOL. Over time, the project’s financial reporting is 
expected to be integrated within the public sector systems. 
 
D. Financing Agreements  

11. The Financing Agreements between ADB and GOL confirm the amount and currency of 
the financing, the disbursement categories under which expenses may be claimed, and other 
standard provisions agreed between the two parties. 
 
12. The PAM contains the cost tables (detailing ADB and GOL financing, by source), the 
Imprest Account provisions, imprest sub-account thresholds, the arrangements for reporting 
Imprest Account expenses, and the detailed operating framework for the respective project, and 
forms a part of the Financing Agreement(s). 
 
13. See the FMM Part 2: Special Provisions for the key provisions from the Financing 
Agreement(s) and PAM for the project. 
 
E. Authorized Signatories  

14. Under section 5.1 of the LDH, each Disbursement from a source of financing (through the 
withdrawal or commitment applications – “Applications”) must be authorized by the signatories 
approved by the designated GOL representative, as advised to ADB in accordance with the form 
as per Appendix 4A of the LDH, including the specimen signatures. The completed form must be 
received and accepted by ADB before the submission of the first Application.  
 
15. See the FMM Part 2: Special Provisions for the specific authorized GOL signatories for 
each source of financing for the project. 
 
F. Accounting Software 

16. Accounting software will be provided for all the Implementing Agencies (IAs) for the 
project. 
 
17. The software design provides for a comprehensive and integrated financial management 
system – capturing and consolidating transactions through a double entry bookkeeping system 
within the chart of accounts (COA) structure for the project, generation of financial reports, 
integration of Imprest Account reporting, and integration of contracts financial management and 
fixed assets. The accounting software design for the project is given in Annex 1 to the FMM 
Framework. 
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G. Chart of Accounts 

18. The COA is a structure for capturing and consolidating a project’s financial data in order 
to be able to report the data in accordance with the required reporting formats, including the 
breakdown of information (analysis or “drilling down”) to the required level. The project reporting 
requirements need to cover ADB reporting, GOL reporting, and, very importantly, project 
management reporting. Project management needs access to FM information to support ongoing 
project management, for example the capability to be able to monitor each individual activity, to 
understand progress and to manage the effects of delays.   
 
H. Purpose of Financial Management Manual  

19. The FMM describes the FM procedures, including internal control procedures, to be used 
in the implementation of the project, covering the complete financial cycle from financial planning 
(budgeting/fund flow forecasting), accounting (including payments, bookkeeping, documentation 
etc), financial reporting (including financial management information requirements), financial 
monitoring and audit/evaluation. It will provide for standardized and consistent application of FM 
procedures across the project as far as possible – to provide for common understanding and 
application, coordination and oversight across the project. The FMM captures the relevant 
aspects of the ADB and GOL requirements that need to be followed by the project. 
 
20. The FMM will serve as a reference point and an operational guideline, to assist those 
involved in FM. It may be used as a training tool for FM staff new to the project as well as assisting 
Managers in carrying out the FM aspects of their work. 
 
21. It should be noted that the integrity of the procedures contained within the FMM should be 
maintained, and pressures to circumvent the procedures should be avoided. For example, there 
should be no mixing of funds between sources of financing or with other projects; also, eligible 
expenditures only should be processed, and Cash Advances should strictly follow the procedures 
in the FMM. This will help to ensure that there are no issues in terms of audits, ADB processing 
of Disbursements etc. Where there are pressures to circumvent the procedures, these should be 
addressed to, and taken up by, the Executing Agency, in accordance with the reporting lines and 
responsibilities as per the FMM Part 2: Special Provisions. 
 
22. The FMM should be updated from time to time, by the relevant authorities in accordance 
with the roles and responsibilities under the project, and for final approval of ADB, based on 
experience and the evolution of the project.  
 

III. PROJECT FUNDING AND FUND MANAGEMENT 

23. ADB funding for the project is provided either directly from ADB’s own funding, or from 
other donors funding through ADB under arrangements agreed between ADB and the respective 
donor, and then agreed between ADB and GOL through a Financing Agreement.  
 
24. Separate sources of funding are managed separately at all stages – funding, accounting 
and reporting.  
 
25. Other funding (not through ADB) may be included as part of the project (and therefore 
form part of the project’s accounting and financial reporting system – including for the purposes 
of the annual financial statements and external audit), or be treated as effectively a separate 
project. This will be determined on a case-by-case basis, in accordance with the project’s PAM. 
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26. The funding for each source of financing through ADB is managed through the respective 
Financing Account maintained by ADB and accessible online to authorized project 
representatives through ADB’s Financial Information Services (FIS). Once the financing is 
effective, the entire financing is shown in the FIS. 
 
27. Funded from the Financing Account, an Imprest Account is established by the project (in-
country); in line with current ADB and GOL procedures, there is one Imprest Account only per 
project, held by Ministry of Finance (MOF) and established at the Bank of Lao PDR. Sub-accounts 
are established for each IA at the local branch of the Banque pour le Commerce et Exterieur Lao 
PDR (BCEL), funded from the Imprest Account. The Imprest Account and Sub-accounts are 
generally used to make the lower-value payments, while the Financing Account will be used to 
make the larger payments (through “Direct Payments”); “Commitments” - and payments against 
those Commitments – and “Reimbursements”3) which are above the threshold stipulated in the 
PAM, as well as to replenish the Imprest Account.   
 
28. As per the PAM, a ceiling for the Imprest Account and Sub-accounts is established; an 
initial advance and subsequent advances (totaling up to the Imprest Account ceiling) may be 
withdrawn from the Financing Account, as may the subsequent replenishments of actual 
expenditures made from the Imprest Account.4 The level of Imprest Account advance has to be 
justified on an ongoing basis through each replenishment reporting made. 
 
29. A Petty Cash Fund will not be established. 
 
30. Based on current ADB and GOL procedures, the Imprest Account may fund up to six 
months activities, while the Sub-account may fund up to three months activities.  
 
31. GOL funding “in-kind” (for example, provision of office accommodation facilities) is not 
taken up in the accounting and financial reporting system. If provided in cash (including GOL staff 
salaries), this will be taken up. 
 
32. See the FMM Part 2: Special Provisions for the specific information regarding the project’s 
financing which forms part of the project for accounting and financial reporting purposes, its bank 
accounts (including where these are held and their currency) and regarding GOL funding. 
 

IV. BUDGETING AND FUND FLOW FORECASTING 

33. The annual budgeting for the project is based on the Lao PDR fiscal year – I January to 
31 December. The project budgeting is in US$. 
 
34. The lifetime budget will be based on the project’s available financing, will be based initially 
on the final Cost Tables as per the PAM, and will be reconciled with the Procurement Plan. The 
allocations in the Procurement Plan, and the lifetime budget, may be updated from time to time, 
as and when new or amended activities, contracts and other costs are agreed; this updating will 
be consolidated as part of the annual planning process. 
 

 
                                                
3 See Section V for explanations of these terms. 
4 It should be noted that both the advances up to the Imprest Account ceiling and the replenishments are classified 

under the “Advance” method of Disbursement as per the LDH (the replenishments are effectively re-advances). 



5 

 

35. The total budget in US$ must never exceed the total funds available in US$. The 
forecasted total funds available in US$ is calculated based on the financing in US$ equivalents. 
If the financing is denominated in a currency other than US$, the forecasted funds available in 
US$ will be calculated as per section I.C (Foreign Exchange Management), and should be 
updated each quarter as per the financial reports – these updates will allow for adjustments within 
the US$ budget, either upwards or downwards, to ensure that available funds are not over-
committed. 
 
36. Monitoring of budget versus actual expenditure will be undertaken as follows: 

(i) The financial reporting formats include the lifetime budget, and the current annual 
and quarterly budgets.  

(ii) The budgets should be entered into the accounting system, in order that the 
financial reports may show the quarterly, annual and lifetime budgets under the 
Output and Activity structure.  

(iii) For project management purposes, actual expenditures may be compared with the 
budgets for each activity for the current quarter, current year and lifetime. This 
reporting and comparison may be made at any time, although the formal reporting 
to each month end should be made after reconciliation of the project books and 
records with the Financing Account(s) records and with the Imprest Account/Sub-
account(s) bank statements. 
 

37. The financial reports will report expenditures against the Expenditure Categories. Budgets 
need to map to the Expenditure Category structure, and to the Disbursement Category structure, 
if different, to ensure that the Category allocations are not over-committed. Over time, the 
Disbursement Category allocations may need to be revised in agreement with ADB, in order to 
match the possible changes in activities (and their budgets) over the life of the project. 
 
38. When the budget for a new fiscal year is prepared, this should take account of the actual 
expenditure up to the end of the previous fiscal year, so that forward projections take account of 
progress to date. 
 
39. The budgets should be prepared and taken up by financing source. 
 
40. As the project operates almost entirely on a cash basis (with only Cash Advances 
representing a timing difference between the cash movement and the taking up of expenditures), 
the budget is very much representative of the fund flow requirements. The budget should reflect 
the timing for the taking up of the expenditures. Regarding fund flow requirements, the budgets 
should highlight what will be paid by (i) Direct Payment, and (ii) through the Imprest Account. For 
Direct Payments, the funds will be available in the Financing Account; for payments forecasted to 
be made through the Imprest Account/Sub-accounts, the budget should ensure that there will be 
sufficient funds available in the respective account, taking account of the Imprest Account/Sub-
account ceilings and replenishment forecasts.   
 
41. The budgets should reflect the payments to be made against the physical (program) 
planning (the activities that can be implemented during the upcoming budget period) and the 
procurement scheduling (including the contracting and payment scheduling within those 
contracts). 
 
42. Budgets should be based on realistic contract cost estimates; if this means that there 
needs to be realignments between various activities or with Contingency (if available), then this 
should be taken up as early as possible to avoid possible over-commitment.  
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43. In cases where a Contingency is provided: 

(i) No expenditures are charged against Contingency and accordingly there is no 
Contingency activity/cost head in the COA.  

(ii) Utilization of Contingency is made at the point of contract award, and should be 
part of the updated Budget, with funding transferred from the Contingency 
allocation to the required activity. Utilization of Contingency should be made on a 
conservative basis, especially in the first part of a project.  

 
V. DISBURSEMENTS FROM FINANCING ACCOUNTS 

44. For the Financing Accounts managed by ADB, the procedures for drawing down (making 
“Disbursements” from) the Financing Accounts are detailed in the LDH. Disbursements are made 
through “Applications” to ADB – either a Withdrawal Application (WA) or Commitment Application. 
 
A. Types of Disbursement 

45. There are four types of Disbursement, as follows: 

1. Reimbursement Procedure 

46. This procedure is where ADB will reimburse GOL for eligible expenditures that have been 
funded from GOL’s own resources. Normally, this would arise in the case of eligible expenditures 
incurred prior to the time of availability of the financing proceeds (“Retroactive Financing”, as may 
be provided for in the Financing Agreement(s)/PAM), although it could arise if, during the project, 
there is a shortage of funds available in the Imprest Account and GOL forward funds some eligible 
costs.  
 
47. The claim will be made through a WA (for “Reimbursement”), together with supporting 
documents.5 This claim should be made as soon as possible, in order that such claims are not 
left “hanging” and thereby compromising budgeting and committing of funds. 
 

2. Advance Fund Procedure 

48. This procedure is for transferring funds from the Financing Account to an Imprest Account 
(see section V.B, below) – either as an initial fund advance to the Imprest Account or for 
replenishing eligible expenditures made from the Imprest Account. These Disbursements require 
a WA, and supporting documents for replenishments (as per the LDH, and as per the PAM for 
the project). 
 

3. Direct Payment Procedure 

49. This procedure is for payments for eligible expenditures above the “Minimum Value” 
threshold as per the project’s PAM; by having the larger payments paid directly by ADB to the 
contractor/supplier/service provider through Direct Payment, this helps to avoid exhausting the 
Imprest Account too quickly through a few large payments, meaning that (with good planning) 
there should always be funds available in the Imprest Account for making the smaller payments. 

 
                                                
5 Supporting documentation requirements for all types of Disbursements are detailed in each project’s Financing 

Agreement/PAM and in the LDH. 
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These Disbursements require a WA, and supporting documents (as per the LDH, and as per the 
PAM for the project). 
 

4. Commitment Procedure 

50. This procedure relates to commitments (or guarantees) from ADB, and payments against 
those commitments, for certain eligible expenditures above the minimum value threshold as per 
the PAM; this will normally apply where there are large value goods imported for a project. These 
require a Commitment Application for the commitment (together with supporting documents), with 
payments processed by ADB against that commitment.  
 
51. In these situations, it is usual to have a Letter of Credit (LOC) in place, in order to protect 
both parties to the contract; this should be stated in the contract. ADB will require the LOC as part 
of the Commitment Application. The LOC will need to be guaranteed by the funds in the Imprest 
Account and/or GOL, and then payments made by ADB against the LOC in accordance with the 
contract.  
 
52. The project should take sufficient steps to ensure that it is adequately covered against 
potential losses – for example, ensuring that the supplier has adequate insurance in place, and 
ensuring payment after receipt of goods, or partially on proof of shipment. The project’s 
commercial bank will have a standard LOC application form. 
 
B. Imprest Account and Sub-accounts 

53. Authorized signatories for these bank accounts will be agreed as per GOL procedures, 
and are as per the FMM Part 2: Special Provisions for the project. 
 
54. The project’s Imprest Account will be established in US$. The currency of the Sub-
accounts will be established in agreement with MOF, but as far as possible should be in US$. For 
payments in KN from the US$ accounts, the banks will accept cheques written in KN, to be debited 
to the US$ accounts in US$ equivalents.  
 
55. Regular replenishments are made from the Imprest Account to the Sub-accounts to 
ensure that the Sub-accounts do not run out of funds. The process for this is as follows: 

(i) These replenishments are made monthly, as far as possible (up to the end of the 
month), given that there is only a maximum of three months advance. 

(ii) The IA will close-off the books for the month (as per section VI.E, below), then 
prepare and submit the replenishment request (as per the format given in Annex 
2 to the FMM Framework). Supporting documents will be submitted for expenditure 
items over the Statement of Expenditure (SOE) payment threshold as per the 
project’s PAM. 

(iii) The document flow for processing the replenishment is as per the FMM Part 2: 
Special Provisions for the project. 

(iv) The respective IA will need to follow up the processing, to ensure the 
replenishment payment is processed as soon as possible. 

(v) The Sub-account replenishment documents will be reviewed by the agency/team 
responsible for FM oversight, to ensure that the information is sufficient for the 
Imprest Account replenishment. 

(vi) Sub-account replenishments may be made independently, for each IA. 
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56. Regular replenishments are made from the Financing Account to the Imprest Account to 
ensure that the Imprest Account does not run out of funds. These replenishments are based on 
the project’s reporting to ADB of eligible expenditures incurred from the Imprest Account/Sub-
accounts, and a re-advancing of funds by ADB. The process for this is as follows: 

(i) These replenishments are made every month, or maximum two, up to the end of 
the month, subject to meeting the minimum value for Applications as per the PAM. 

(ii) The WA for the Imprest Account replenishment will be completed, supported by 
the following: 
(a) Advance Account Reconciliation Statement (AARS; the Imprest Account 

Reconciliation) (see Annex 3 to the FMM Framework for the template, 
which is as per the LDH Annex 8B);  

(b) The SOE(s), by Disbursement Category, as per the format given in Annex 
4 to the FMM Framework. No supporting documents are required to be 
submitted with the claims as per the SOE, except if there are payments 
over the threshold as per the PAM, in which case there is a need to prepare 
a separate summary sheet with supporting documents. All documents 
should be retained for ADB review. 

(c) Estimate of Expenditures, for the next six months, by Disbursement 
Category, to justify the Imprest Account advance, after calculation of the 
Advance Account Turnover Ratio, as per the format in Annex 5 to the FMM 
Framework. 

(d) Imprest Account/Sub-accounts bank statements, confirming the balances 
as at the date of the AARS. 

(iii) The agency/team responsible for FM oversight will ensure that the documents are 
in order, including where required the translation from Lao language to English of 
the provincial IAs’ transaction descriptions - these are based on the monthly Sub-
account replenishments, the details of which should already be with the 
agency/team responsible for FM oversight and already checked. 

(iv) The document flow for processing the Imprest Account replenishment is as per the 
FMM Part 2: Special Provisions for the project.  

(v) The agency/team responsible for FM oversight will follow this up, to ensure that 
the Imprest Account replenishments are processed as soon as possible. 

(vi) The Imprest Account replenishment claims should consolidate the expenditures 
from all Sub-accounts as well as the Imprest Account, as far as possible, for ease 
of administration. Where necessary, these replenishment claims may exclude one 
or more Sub-accounts, as long as the minimum value for the WA is reached. 

(vii) Ultimately, the Imprest Account advance has to be accounted for; this is normally 
done towards/at the end of the eligible period for the respective source of financing, 
as per the ADB procedures in the LDH. This is achieved through a ‘documentation 
only’ claim of the eligible expenditures to be claimed against the Imprest Account 
advance (i.e. no replenishment of the fund will be made). Any portion of the Imprest 
Account advance that is not documented by eligible expenditures by the end of the 
eligible claim period will have to be refunded to ADB.  

(viii) Any queries or deductions made by ADB (disallowed items) from the expenditure 
claims made by the project under the Imprest Account reporting need to be clarified 
by the project – either (i) the project may clarify satisfactorily during the ADB 
processing of the claim; or (ii) deductions will be made from the claim, and these 
will be re-claimed and accepted in the subsequent Imprest Account reporting, or 
(iii) the amounts have to be repaid back into the Imprest Account by the 
project/GOL. 
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C. Categories 

57. The Expenditure Categories are stated in the PAM, as part of the Cost Tables. The 
accounting and financial reporting system needs to capture the Expenditure, by Expenditure 
Category, to be able to report against that structure, as well as under the Output/Activity structure. 
 
58. The Disbursement Categories are stated in the respective Financing Agreement, and the 
Imprest Account expense reporting has to follow that reporting structure. As far as possible, the 
two types of Categories will be merged such that the project accounting system does not need to 
capture expenditure under two totally separate Category structures. 
 
D. E-Processing of Disbursements 

59. Currently in Lao PDR, it is not possible to prepare and submit Applications online to ADB. 
This system may be introduced in due course. In the meantime, Applications are submitted 
through MOF to ADB, in hard copy. 
 
E. Fund and Document Flow 

60. Diagram 1, below, shows the flow of funds from the Financing Account. 
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61. The document flow for the Imprest Account and Direct Payments is as per the FMM Part 
2: Special Provisions 
 

VI. ACCOUNTING 

A. Books of Account 

62. All the books of account are maintained within the accounting software system, as follows:  
(i) Financing Account – one for each source of financing, and as applicable to each 

IA. This will record the actual drawdowns from the respective source of financing, 
in the system currency(s). The date of entry in the books will be the ADB value 
date for the payment. Management of the overall project financing under a project 
is explained in section VI.C, below. 

(ii) Imprest Account and Sub-accounts – one cash book for each account, as 
applicable to each IA. Currently, only one Imprest Account is maintained (at central 
level). These cash books will record the receipts into the Imprest Account, 
payments made from the Imprest Account, transfers from the Imprest Account to 
the Sub-accounts, and payments from the Sub-accounts, and show the balance in 
the respective account at any point in time. 
 

63. In addition, there will be Journalized transactions covering Cash Advances settlement, 
and other adjustments such as correcting entries. 
 
64. Where applicable, sub-ledgers will be maintained - for example for Cash Advances, in 
order to capture the data by recipient. 
 
B. Data Entry and Bookkeeping 

65. There are a limited number of transaction types within projects’ accounting – these are 
described in Annex 1 to the FMM Framework (Accounting Software Design) and are common 
across projects. The double entry transaction for each type is taken up by the accounting software 
through the respective data entry interface.  
 
66. Each transaction should be coded at the lowest level within the COA structure – for 
example, Expenditures will be captured at Activity or Sub-activity level, as applicable. The system 
will consolidate the data at the higher levels, for example at Output level for Expenditures. 
 
67. The books will be maintained separately for each IA; these will also be consolidated for 
reporting for the complete project. 
 
68. All transactions relating to one IA will be taken up in the books of that IA, including Direct 
Payments. The Imprest Account will be part of the central level IA books.  
 
C. Foreign Exchange Management  

69. Foreign exchange management involves three aspects: 
(i) Maintaining a single (US$) or dual (US$ and KN) currency accounting system. 
(ii) Transactions that are in a currency other than the currency(s) in the accounting 

system. 
(iii) Overall management of funds available when the financing is denominated in a 

currency different to the budgeting/accounting/reporting currency (US$). 
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70. If the Imprest Account and the Sub-accounts are maintained in US$, the whole accounting 
system may be maintained in US$ only, and reports generated from the system will be in US$ 
only. KN payments from the Imprest Account and Sub-accounts will be debited to those bank 
accounts in US$ equivalent. Settlement of Cash Advances in KN will be taken up in the books in 
US$ equivalent. 
 
71. If there are KN bank accounts, the system will need to be dual currency. If GOL require 
that reporting in KN is made based on a consistent and accurate accounting system translation 
to KN on a transaction-to-transaction basis, the system will need to be dual currency. Otherwise, 
if acceptable to GOL, reporting in KN may be made through a KN conversion from the overall 
reports in US$, without the need to maintain the second currency (KN) across the whole 
accounting system. 
 
72. If a dual currency system is used, the US$ and KN balances need to be aligned at the end 
of each fiscal year, in order that US$ and KN balances reported in the annual audited financial 
statements reflect the correct exchange rates. 
 
73. For transactions in the various currencies, these will be taken up as follows: 

(i) For single currency system in US$: 
(a) Transactions in US$ will be taken up directly in US$.  
(b) Transactions in other currencies will be taken up in US$ as per the bank 

account (if Imprest Account/Sub-account transaction) or as per the ADB 
FIS records (if Direct Payment). 

(ii) For dual currency system in US$/KN:  
(a) Transactions in US$ will be taken up directly in US$, and taken up in KN 

as per the official Lao PDR bank rate on the bank payment date (if Imprest 
Account/Sub-account transaction) or ADB value date (if Direct Payment). 

(b) Transactions in KN will be taken up directly in KN, and taken up in US$ as 
per the actual US$ equivalent as per the bank statement (if Imprest 
Account/Sub-account transaction) or as per the ADB FIS records (if Direct 
Payment). 

(c) Transactions in other currencies will be taken up in US$ as per the actual 
US$ equivalent as per the bank statement (if Imprest Account/Sub-account 
transaction) or as per the ADB FIS records (if Direct Payment), and taken 
up in KN as per the official Lao PDR bank rate on the bank payment date 
(if Imprest Account/Sub-account transaction) or ADB value date (if Direct 
Payment). 
 

74. The overall budgeting and reporting will be in US$. If the financing currency (for any source 
of financing) is denominated in another currency, there is a need to monitor and manage 
exchange rate fluctuations between the financing currency and US$, in order that the US$ 
budgeting based on available funds in US$ may be adjusted accordingly. The basis for this 
monitoring is to forecast the likely available funds in US$ as follows: 

(i) Actual US$ (as per the books of account) for the historical transactions in the FIS 
for the Financing Account; plus 

(ii) Forecasted amount of US$ to be generated from the remaining amount in the 
Financing Account, using the exchange rate as at the reporting date, as per 
www.xe.com or other exchange rate source as may be advised by ADB. 

(iii) The overall budget in US$ must be within the forecasted US$ available, so that 
commitments may be made against that budget. The format for this monitoring is 

http://www.xe.com/
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given in Annex 6 to the FMM Framework; this should be reported quarterly by the 
agency/team responsible for FM oversight. 
 

D. Cash Advances 

75. Cash Advances are made to project representatives for carrying out official project duties, 
in cases where it is not feasible for the project to make the payment(s) directly to supplier(s) – 
payment directly to the contractor/supplier/ service provider should always be the first priority.  
The Cash Advances are given for one-off activities – the activities are carried out and the Cash 
Advance is settled.  
 
76. Cash Advances will be operated on the following basis: 

(i) Sufficient notice of the Cash Advance requirements must be given. 
(ii) At the time of giving the Cash Advance, it will not be known what the exact costs 

will be and there will not be full supporting documents, therefore the Cash Advance 
is allocated firstly to a Cash Advances account, by sub-ledger account per 
recipient. When the Cash Advance is settled, the expenditure may be taken up in 
books and the Cash Advance cleared from the books. 

(iii) The Cash Advance should be fully settled (eligible expenditure, as supported and 
accepted, plus refund of any cash balance) within the due date as required under 
GOL procedures.  

(iv) The Cash Advance should not cover activities more than one month ahead.  
(v) Where the settlement is overdue, recovery of the full Cash Advance should be 

made wherever possible, for example recovery from fees/salary due, in 
accordance with GOL regulations. The sub-ledgers in the books will identify 
outstanding/overdue Cash Advances, by recipient, and these should be followed 
up by the agency/team responsible for FM oversight.  

(vi) Any balance due from the project to the claimant upon settlement of a Cash 
Advance will be processed as soon as possible by the IA, through the usual 
payment transaction. 

(vii) An approved Cash Advance Request form (per the GOL template given in Annex 
7 to the FMM Framework) is required for issuing a Cash Advance, including a 
breakdown to justify the total amount requested; for the settlement, a Cash 
Advance Settlement form (per the GOL template given in Annex 7 to the FMM 
Framework) is required, together with all supporting documents as is normally 
required for any payment of the same type. 

(viii) Return of unspent funds/unsettled amounts to the project should be made through 
deposit to the project Sub-account, with copy of the bank deposit slip as evidence.   

(ix) A second Cash Advance may not be given to any person who already has an 
unsettled Cash Advance, either wholly or partially. Cash Advances must always 
be given to the project representative who is carrying out the activities for which 
the Cash Advance is given. Responsibility rests with the Cash Advance recipient 
and cannot be transferred to another person. 

(x) For small amounts, steps should be taken to avoid a Cash Advance, with payment 
instead by reimbursement (with all supporting documents). 

(xi) For currency conversions between US$ and KN, for example where a Cash 
Advance is given in US$ and settled in KN – see the accounting software design 
given in Annex 1 to the FMM Framework. 
 

77. The above procedures for Cash Advances do not apply to mobilization advances or 
progress payments under the terms of a contract with a contractor/supplier/service provider. 
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These payments will be charged directly to the relevant expenditure head. In the unlikely event 
that a payment under a contract has to be recovered, the recovered amount will be offset 
(credited) against the charge to the particular expenditure head. 
 
E. Close-off of Books 

78. The process for close-off of books and monthly reporting at each IA is as follows: 
(i) Update all transaction in the books. 
(ii) Obtain the bank account(s) statements (for Imprest Account/Sub-accounts as 

applicable) to the end of the month, reconcile the bank accounts, and enter any 
necessary reconciling transactions/adjustments. 

(iii) Obtain the project FIS records and ensure that all applicable withdrawals from the 
Financing Account(s) (for example, Direct Payments) have been entered. 
 

79. The above will complete the IA close-off process, subject to the FM oversight review from 
the central level. The oversight review will be made from the central level and any required 
adjustments will be advised to, and made at, the IA level. Then, the data may be uploaded to the 
central level consolidated records. This should be completed within five working days from the 
end of the month. 
 
80. At the central level, the consolidated records (covering each IA) will be reviewed; if further 
adjustments are required, these will be advised to the relevant IA(s) for making the adjustments 
(through a correcting Journal entry), with the current date.  
 
81. Once reports are made and distributed, no retroactive adjustments may be made to 
historical data.  
 

A. SUPPORTING DOCUMENTS AND PAYMENT OPERATING GUIDELINES 

82. The project, through each of its IAs, will need to maintain comprehensive and complete 
accounting records and all supporting documents covering each and every transaction. When 
submitting Applications to ADB, there will be specific requirements, based on the FMM and 
including the requirements for supporting documents for each type of Application, as detailed in 
the project’s PAM and in the LDH. 
 
83. Payments to contractors, suppliers and service providers must be made in accordance 
with the respective contract, including being made within the due date. Where a payment on 
behalf of a provincial IA is being made directly through the Imprest Account or through Direct 
Payment, the provincial IA should follow this up (with the central level, and by tracking through 
the FIS), to ensure that the payment is made on time. 
 

1. Payment Processing 

84. Each recorded transaction will have a Payment Voucher, Receipt Voucher, or Journal 
Voucher (as applicable), providing summary details of the transaction, with the original approval 
signatures (per GOL requirements), and with all required supporting documents as per the 
subsequent paragraphs in this section.  
 
85. Receipts will be drawdowns from the financing sources, transfers, Cash Advance refunds, 
or other refunds. 
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86. The Vouchers will use the GOL templates; these are given in Annexes 8, 9 and 10 to the 
FMM Framework. 
 
87. Journals for Cash Advance settlements will require the Cash Advance Settlement form; 
this will use the GOL template, given in Annex 7 to the FMM Framework. 
 
88. See the FMM Part 2: Special Provisions for the signatories for payments from the Imprest 
Account and Sub-accounts for the project. 
 

2. Payment Processing (WAs) 

89. The specific ADB requirements for the various Applications are as per the project’s PAM 
and as per the LDH, but may be summarized as follows: 

(i) For the initial advance(s) to the Imprest Account(s), a signed WA only is required. 
(ii) For Imprest Account Replenishments, a signed WA is required together with the 

SOE, the Imprest Account Reconciliation Statement, Estimate of Expenditures 
form, Imprest Account bank statement, plus invoice(s) for each payment on the 
SOE above the payment threshold that requires supporting documents.  

(iii) For Direct Payments, a signed WA is required together with the invoice(s) for each 
payment. 

(iv) For Reimbursements, a signed WA is required together with a schedule of 
expenditures being reimbursed and invoice(s). 
 

3. Procurement Procedures 

90. All contracts for activities itemized within the Procurement Plan will be procured following 
the ADB Procurement Guidelines (2017).  
 
91. For all the itemized activities within the Procurement Plan, a copy of the signed contract 
will be submitted to ADB for registering in the FIS. The ADB control number (“Procurement 
Contract Summary Sheet” number) will be given as the reference. Applications that include 
payments against these contracts (through either Direct Payments or Imprest Account 
replenishments) need to quote this reference number.  
 
92. For all other procurement, this will follow the GOL procurement procedures, which is 
summarized as follows: 

(i) Prior internal approval to proceed with procurement. This is based on the 
budget, and approval to proceed from the head of the IA’s project team, or 
appointed designate. 

(ii) Procurement. Below KN 3 million, there are no formal procedures; between KN 3 
million and 5 million, at least three quotations are required; above KN 5 million, a 
bidding process (with advertising) is required, although three quotations are 
allowable for certain procurements.  

93. For all payments, the following supporting documents are required: 
(i) There should be certification of receipt of goods/services, recorded by a qualified 

project representative, for any procurement above KN 3 million.  
(ii) Procurement documents, including a contract, as per the procurement procedures, 

above, for any procurement above KN 3 million. Where there are multiple 
payments under a contract, there is no need to attach all the procurement 
documents each time – the Payment Voucher may just reference where the 
documents are. 
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(iii) An authentic contractor’s/supplier’s/service provider’s invoice is required, signed 
by the contractor/supplier/service provider. It should contain the clear, correct and 
complete information (with all required supporting documents) to enable the claim 
to be checked and certified as correct before payment goes ahead, otherwise the 
invoice should be returned to the contractor/supplier/service provider, advising 
what the issues are and that payment cannot be processed until a correct invoice 
is received. 
 

94. The IA’s project FM team will ensure that all documents are in place before processing a 
payment. 
 
95. Acknowledgement by the contractor/supplier/service provider of receipt of the payment 
must be made in one of the following ways: 

(i) Official bank payment advice, confirming transfer to the account of the 
contractor/supplier/service provider. 

(ii) Signature on the Payment Voucher by the authorized representative of the 
contractor/supplier/service provider. Where the payment is issued to a third party 
on behalf of the authorized representative of the contractor/supplier/service 
provider, there must be a signed letter of authorization. 

(iii) An official receipt issued by the contractor/supplier/service provider, attached to 
the Payment Voucher. 

(iv) For Direct Payments, the ADB records will suffice. 
(v) For small cash purchases, the “cash invoice” will suffice. 

 
96. As far as possible, the contractor/supplier/service provider’s nominated bank account 
should be restricted to one bank account per contract, and the currency of the account into which 
payments are to be made should be the same as the contract payment currency, subject to the 
provisions agreed in the contract.  
 
97. Payments should be made in the currency stipulated in the contract. Bank charges 
associated with the payment are not part of the payments against the contract, and any bank 
charges for the project should be debited separately to the operating costs.   
 
98. For international payments, the project will issue an advice (normally by email) to the 
contractor/supplier/service provider, confirming the date, amount and reference for the payment. 
 
99. Other FM operating guidelines are as follows: 

(i) For claims to the project for reimbursement of expenditures incurred, this will be 
made through the Claim Form, as per Annex 11 to the FMM Framework, 
summarizing and totaling the claim. 

(ii) In exceptional circumstances, for very minor expenditures (for example for local 
travel), where it is not possible to obtain an authentic cash invoice/receipt, the 
claim may be based on a self-certified invoice, providing full information (for 
example, taxi registration number and drivers mobile number) and noting that it is 
self-certified.  

(iii) For consultants’ and contracted staff fees, per diems etc see section VII.E. Per 
diems for claims involving air travel, will require boarding passes (or, in their 
absence, a copy of the passport stamp for international travel, or other valid 
support for domestic travel) to support the claim. Per diems will be paid as per the 
contract, or otherwise as per GOL regulations, or other agreed project operating 
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procedures. Other actual travel costs may be claimed, in line with agreed project 
operating procedures, and with supporting receipts. 

(iv) Other regular payments (for example, rent/subscriptions etc, as may be applicable) 
will be as per the respective contract. 

(v) For office supplies – no physical inventory will be maintained; this will be monitored 
through the overall costs incurred in conjunction with setting a realistic budget. 

(vi) Receipts from the sale of bid documents will be collected and recorded in the books 
of account by the project as an offset against the cost of office supplies. 

(vii) For vehicle fuel, this will be managed according to agreed project operating 
procedures and/or as per GOL procedures. 

(viii) All payment vouchers and supporting documents should be stamped as “PAID” 
after payment, to ensure that they may not be used again. 

 
VII. FINANCIAL REPORTING 

A. Monthly 

100. The ongoing project financial reporting, on a monthly basis, is for project management 
purposes – in practice, this means that it is for the project management at each of the provincial 
IAs and for the central level project management. At a broader oversight level, it is for MOF and 
ADB. 
 
101. The financial reports are for the managers and overseers of the project, for management 
information, from which to make informed decisions and take informed action. 
 
102. Based on the project’s accounting software design, the automated reports are effectively 
‘real-time’ – they can be generated at any time, but should be based on updated data entry and 
reconciliation of bank accounts and ADB FIS, at the end of each month. 
 
103. The financial reports should be generated at each IA level (for the management of the 
respective IA’s program) and at the central consolidated level for overall project reporting. 
 
104. For operational management purposes, the project reporting is structured by Outputs and 
Activities (based on the agreed COA for the project), with expenditures monitored against 
quarterly budgets. Reporting by Category is for ADB purposes. 
 
105. The format for the monthly reports is given in Annex 12 to the FMM Framework, in line 
with the accounting software design, and cover the following aspects: 

(i) Sources and Uses by Output (Summary). This report will be made for each IA, and 
consolidated; it reconciles Receipts, Expenditures, Cash Balances, and Cash 
Advance movements. 

(ii) Uses by Category – Consolidated only. This report presents Expenditures by 
Category. 

(iii) Uses by Output and Activity. This report will be made for each IA, and consolidated; 
it tracks the Budget versus Actual Expenditures, for various periods, by 
Output/Activity. 
 

106. The provincial IA reports may be generated and distributed straight after the monthly 
reconciliation, close-off and data uploading to the central level, in line with Section VI.E. above. 
These reports will be distributed to the Project Managers and other senior personnel in the IA 
project team. These reports will be subject to central level review and comment. 
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107. The central IA reports and the consolidated project reports may be generated and 
distributed straight after the central IA monthly reconciliation process and data consolidation 
process. This should be completed within ten working days after the end of the month. These 
reports will be distributed to the agency/team responsible for FM oversight and other senior 
personnel associated with the project. 
 
108. The monthly financial reports will be supported by an aged schedule of outstanding Cash 
Advances, tallying with the total as per the Sources and Uses by Output report. 
 
B. Quarterly 

109. The quarterly financial reports are as per the monthly reports, and will be included in the 
quarterly progress reports to ADB. 
 
110. The financing currency monitoring report, per Annex 6 to the FMM Framework, will also 
be included if the financing currency is not in US$. 
 
C. Annual Financial Statements 

111. The annual financial statements are prepared for external audit, for inclusion in the final 
audit report, for public disclosure6. 
 
112. The presentation of the annual financial statements follows the IPSAS cash basis 
requirements, including the explanatory notes and other disclosures required. 
 
113. The format for the annual financial statements is given in Annex 13 to the FMM 
Framework, including the notes and other disclosures. 
 
114. The external audit will ensure that the annual financial statements are correctly presented 
under IPSAS, otherwise the auditors may qualify the report. In practice, if there are any comments 
from the auditors on the presentation of the financial statements, these comments are normally 
resolved between the parties. 
 
D. Reporting to ADB 

115. The project’s quarterly financial report will be incorporated into the project’s quarterly 
progress reports to ADB. 
 
116. In addition, ADB will have viewing access to the financial reports and system data at the 
project’s central level. 
 
E. Reporting to Government 

117. The accounting and reporting system will have the capability to report in KN and under 
the GOL COA (as well as the project’s COA). The financial reports for GOL will be submitted to 

 
                                                
6 The FMM takes account of ADB’s Financial Management Technical Guidance Note on Project Financial Reporting 

and Auditing (March 2015) and OM Section J7/BP (August 2015) for this section on annual financial statements and 
the later section on audits. 
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the executing agency(s) and MOF at the frequency, and in the format, required by GOL. They will 
be submitted in Lao language. 
 

VIII. OTHERS 

A. Contracts Financial Management 

118. The majority of the project expenses are made against contracts for Goods, Works, and 
Consultancy and other Services, for activities specified in the Procurement Plan. The contracts 
financial management involves two aspects: 

(i) Ensuring that payments against a particular contract are made as per the contract, 
and that a contract cannot be overpaid; and  

(ii) Monitoring the contract commitments made against a source of financing, in order 
that a source of financing cannot be over-committed. 

 
119. The project will maintain a schedule (“Contracts Financial Management Report”), 
monitoring payments for each contract against the contract amount. The report will provide 
information to contract managers and other managers, as well as ensure that budgets are well 
managed and maximum contract values are not exceeded. 
 
120. The contracts financial management system and reports need to take account of contract 
variations, as well as contract breakdowns that need to be monitored separately. Where the 
contract is in a currency that is different to a reporting currency, the contract has to be managed 
in both the currency of the contract as well as the reporting currency(s). The contract values in 
the reporting currency(s) will be updated quarterly, in order that contract commitments in the 
reporting currencies are accurately reflected each quarter. 
 
121. The contracts financial management system is integrated within the main accounting 
system. Contracts are entered when signed, and then updated when contract variations are 
signed. Payments made against contracts are updated through the processing of the payment in 
the accounting system. 
 
122. The contracts report will show the unpaid amounts against signed contracts (“outstanding 
commitments”) and this will be mapped through to the overall financial reports, to track against 
the available budgets and avoid over-commitment of available funds. 
 
123. For each payment against a contract, this should only be processed after sign-off from the 
technical manager. 
 
124. Contract reports will be circulated to the project managers each month. 
 
125. Small contracts for one-off operational costs will not be included in the contracts system.  
 
126. The contracts report should be reconciled with the procurement plan, to ensure that all 
required contracts are correctly included in the system. 
 
127. The formats for the contracts financial management are as per Annex 14 to the FMM 
Framework. 
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B. Use of Force Account  

128. Force Account relates to civil works carried out by a GOL department, using its own 
resources. Should this be required under the project, this will be included in the project’s 
Procurement Plan and budget, and be carried out in accordance with the ADB guidelines in the 
LDH. 
 
C. Sitting Fees, Workshops and Meetings 

129. Allowances for individuals are allowable for attending regular meetings, other formal 
meetings, or for being part of a committee, in accordance with the MOF decree no. 2066/FIN 
dated 25 June 2015. 
 
130. Costs of formal workshops are allowable in accordance with agreed project budgets, 
agreed project operating guidelines, and/or GOL procedures (including the decree no. 2066/FIN). 
Appropriate records to support these expenses must be retained by each project and shall include 
at a minimum (i) invitation list and actual attendance list of participants; (ii) procurement 
documentation in accordance with the FMM.  
 
131. No other allowances are permissible in this regard. 
 
D. Fixed Assets 

132. A “Fixed Asset” is defined as a non-expendable item which under GOL regulations is 
required to be maintained under an inventory control system, based on the cost and useful life 
threshold as per the GOL regulations. The current cost threshold is US$ 150 per item. These will 
be recorded in a Fixed Assets Register (FAR), for the project, maintained at each IA. 
 
133. Items to be included under the FAR will very often be charged to specific fixed asset 
expenditure heads in the COA; however, this will not always be the case. The accounting software 
is designed to capture fixed assets in the FAR at the time of payment.  
 
134. Individual responsibility should be assigned for each fixed asset item, noted on the FAR 
and assigned through a signed receipt, as per the GOL procedures. Items purchased at one IA 
may be assigned at another IA, for example fixed assets purchased at the central level on behalf 
of the provincial IAs. Each item will be labeled (per the FAR reference) where feasible, in line with 
the GOL procedures. 
 
135. In line with GOL procedures, an annual inventory check will be carried out by the persons 
assigned by the head of the IA’s project team. A copy of all the IA inventory check reports will be 
provided to the agency/team providing project FM oversight. 
 
136. Project fixed assets will not be disposed of during the lifetime of the project, except for 
items that are no longer serviceable and of no use. Any disposals of project fixed assets require 
the written approval of the head of the central IA’s project team, and should be recorded on the 
FAR, as should the physical condition of the fixed assets. The external audit should include a 
physical check on fixed assets and a check of the records relating to disposals. Insurance should 
be taken out on fixed assets where feasible, to be determined by the head of the central IA’s 
project team. 
 
137. No depreciation on fixed assets is taken up in the project books. 
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138. The format for the FAR is given as per Annex 15 to the FMM Framework.  
 
139. At the end of the project, the Executing Agency(s), will agree with ABB on the 
handover/transfer of the fixed assets. 
 
E. Project Consultants and Contracted Staff 

140. This relates to all inputs paid by the project from donor funds based on individual contracts 
or a contract with a firm that contains multiple individual consultants. The basis of payment (for 
example, daily rate) should be stated in the contract. 
 
141. GOL staff assigned to the project are not “Project Consultants” or “Contracted Staff” but 
represent a GOL contribution to the project. These costs are taken up in the project books and 
records, through a Journal entry, with the acknowledgement signature from the IA’s Project 
Manager that the charged inputs have been provided.  
 
142. The consultants and contracted staff are paid according to their individual contracts, 
supported by a time sheet, an invoice, a report (for consultants) and supporting documents (as 
per the respective contract) for reimbursable items; the time sheet (see Annex 16 to the FMM 
Part 1) for each consultant or contracted staff will record the days worked, and will need to be 
approved by the manager as stated in the contract (or designate). Lump sum contracts will not 
need time sheets, but will need to be signed off that the required outputs have been delivered. 
 
143. The contracts will be based on specific terms of reference (TOR) and outputs. Time sheets 
for consultants should be supported by a brief report, detailing activities and outputs, in line with 
the TOR – this to be used as a basis for payment in addition to the time sheet.  
 
144. Actual reimbursable costs in currencies other than the currency of the contract will be 
converted and invoiced using the official Lao PDR bank rate, or as otherwise stated in the 
contract. Per diems, travel etc will be paid as per the contract.  
 
F. Taxation 

145. For project financing that is provided as “Tax Inclusive” (where eligible expenses may 
include tax), all the project budgeting and procurement is to be “Tax Inclusive” and the transaction 
entries in the books of account, and all claims and financial reports, will include the taxation 
element under the respective expense. 
 
146. For project financing that is provided as “Tax Exclusive” (where eligible expenses may not 
include tax), “Tax” should be defined in the Financing Agreement/PAM. In these cases, Tax may 
be a GOL contribution to the project, in accordance with the project’s PAM. 
 
147. Taxation for project staff, consultants, contractors and suppliers should follow the Lao 
PDR laws. The current practice is that international consultants engaged on the projects are also 
subject to Lao PDR income tax, and the taxes should be included in the contracts. Taxes deducted 
from invoices and paid directly to the tax authorities will be taken up in the project’s books and 
records under the respective expense. 
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G. Records Management 

148. The project FM records will include all the project framework documents, upon which the 
financial management operating arrangements are based, as well as providing a documentary 
audit trail from financial reports back through the project books of account, to vouchers and 
supporting documents (and vice versa); this documentary audit trail is for management purposes 
(for internal audit, for tracing transactions/documents to settle queries etc) and for the purposes 
of external audits/ADB reviews. 
 
149. The graphic presentation of the audit trail from financial reports through to vouchers and 
supporting documents is as per Annex 17 to the FMM Framework. 
 
150. The indicative list of files is as follows: 

(i) Framework Documents (Financing Agreements, PAM, Subsidiary Agreements, 
Project Operations Manuals (such as the FMM), and Procurement Plans/Budgets. 

(ii) Monthly vouchers (covering all transactions, including Journals) with complete 
supporting documents (ordered sequentially in accordance with books of account). 
There is no need to attach a copy of the contract and other procurement 
documents to the vouchers, except for the small items that do not have a formal 
contract – procurement documents for the formal contracts will be accessible from 
the procurement records, which are sorted by contract reference.  

(iii) All financial reports and schedules, plus audit reports and FM review reports. 
(iv) Communications, others – general correspondence, Letters of Credit etc. 

 
151. In compliance with GOL regulations, project records should be retained for 10 years 
following the project’s closing date. 
 
H. ADB Financial Information System 

152. ADB has its online FIS (LFIS for Loans and GFIS for Grants), where up to date information 
may be obtained on the Financing Accounts and the status of the receipt and processing of 
Applications. 
 
153. The following project representatives should be registered for access to the FIS: 

(i) All Authorized Signatories for Applications 
(ii) All FM personnel working on the projects at the provincial and central levels. 
(iii) Other managers, as necessary. 

 
I. Conflicts of Interest and Related Party Transactions 

154. As per the ADB Procurement Regulations for ADB Borrowers - Goods, Works, 
Nonconsulting and Consulting Services (2017), under clauses 1.19 to 1.21, ADB describes a 
conflict of interest as “a situation in which a party has interests that could improperly influence 

that party’s performance of official duties or responsibilities, contractual obligations,  or 
compliance with applicable laws and regulation” and requires: 

(i) Bidders to disclose all conflicts of interest during the bid submission; and 
(ii) That all those who are involved in the procurement process for an ADB-financed 

contract do not have a conflict of interest with regard to the procurement 
concerned. 
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155. Under IPSAS, the annual financial statements should disclose Related Party Transactions 
– these will arise from conflicts of interest. The accurate reporting of Related Party Transactions 
requires a basis for capturing information on identifying conflicts of interest and how these are 
managed. 
 
156. The FMM focuses on being able to capture information on conflicts of interest, how these 
are managed, and related party transactions that may arise and need to be reported, in relation 
to the specific procurement of Goods, Works, Nonconsulting and Consulting Services that are 
included in the project’s Procurement Plan, as follows: 

(i) For each bidding evaluation and contract award, each Procurement Committee 
member will sign a declaration stating that s/he has no conflict of interest with any 
of the bidders, or stating that s/he has a conflict of interest. 

(ii) If there is a declared conflict of interest, the Procurement Committee Chairman will 
decide whether to replace the relevant member(s) (including the Chairman) or 
continue, on the basis that the conflict of interest does not compromise or 
negatively impact the evaluation in any way; such declarations and related 
decisions to be recorded as part of the procurement evaluation minutes. 

(iii) The contract signatory for the project will be someone other than the Procurement 
Committee Chairman, and will sign the contract after reviewing the minutes of 
evaluation and award. 

(iv) A Conflicts of Interests Register is to be maintained by the relevant IA’s project 
team, recording each bidding evaluation and award for the respective IA, noting 
the declarations made in the minutes, and any decisions made in respect of those 
declarations.  

(v) In the annual financial statements, the disclosure for Related Party Transactions 
may be made accordingly. 
 

157. A more detailed explanation of Conflicts of Interest and Related Party Transactions is 
given in Annex 18 to the FMM Framework7. 
 

IX. MONITORING AND AUDITING 

A. Financial Monitoring  

158. Financial monitoring is an important tool, as it not only provides an overview of the financial 
status. It should be integrated with the physical/program monitoring, through the financial reports. 
On a month-to-month basis, the financial reports will provide an indicator of ongoing 
physical/program progress. 
 
159. The main basis of financial monitoring for each project will be through the monthly 
reporting at IA level, and the monthly consolidation of data and reporting at the central level. This 
will allow: 

(i) Provincial IA level project financial monitoring of the respective provincial IA; and   
(ii) Central level financial monitoring for each IA and the consolidated position.  

 
160. The central level IA will be the main entity responsible for overall project oversight – they 
will have detailed knowledge of all the project activities, and will be able to see all the reported 
data.  

 
                                                
7 This document draws upon the IPSAS guidance.  
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161. Key areas of financial monitoring will include: 

(i) Monitoring of expenditure versus budget – for the current quarter/year, as well as 
against the overall (lifetime) project budget.  

(ii) Monitoring of Cash Advances, financial progress of contracts, and ensuring that 
the postings within the project’s books are correct. 

(iii) Ensuring that Imprest Account reporting is correct, to avoid delays in Imprest 
Account funding processing. Aside from checking the correctness of the 
transactions, the central level IA will need to translate the transaction description 
from Lao language to English, for the reporting to ADB. The description should be 
entered into the system with a view to being able to easily transfer this to the 
Imprest Account SOE ensuring that it meets ADB requirements. 

(iv) Monitoring of the Financing Accounts, through the ADB’s FIS, to track the progress 
of Applications, and to ensure that all transactions processed by ADB are included 
in the project books of account. 
 

162. The Executing Agency and MOF will provide the final oversight for Imprest Account 
reporting. Project financial reports may be submitted in accordance with their requirements. 
 
163. Based on the introduction of the comprehensive accounting software, ADB will have 
viewing access to the data and reports. Formal financial reports may be submitted in accordance 
with ADB requirements. 
 
B. Audits and Reviews 

164. Internal audit will be carried out by the central level IA and Executing Agency(s) to ensure 
that FM systems and procedures are being implemented by the project in accordance with the 
FMM and in line with accepted good FM practice. This will assist in minimizing external audit 
issues. This will be carried out as follows: 

(i) Oversight from the central level IA. This will be at implementation level, on a 
monthly basis, ensuring that: 
(a) The books and reports for each IA (and the consolidated reports) are 

correct and up to date, including the Imprest Account reporting. 
(b) Proper internal controls are being implemented. 
(c) Project implementation progress is being assessed through the financial 

reports, in conjunction with the physical monitoring.  
(d) FM issues raised by ADB/GOL/auditors/contractors etc are being 

addressed promptly. 
(ii) Oversight at Executing Agency level. This will be at a broader oversight level, 

ensuring that the project’s FM is on track and that key issues are being addressed. 
(iii) External audits are required for each project on annual financial statements 

(prepared by the central level IA project team) up to the end of the Lao PDR fiscal 
year (31 December).  The first and last external audits for each project may cover 
a reporting period of less or more than one year, while the intervening audits will 
cover a period of one year. ADB will determine if the audit for a project is to be 
carried out by the Lao PDR State Audit Office or by an external audit firm; in the 
case of the latter, the audit contract will be agreed by ADB. In all cases, the TOR 
for the audit will be agreed by ADB. See the FMM Part 2: Special Provisions for 
the specific audit provisions for the project. 
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165. The audit reports will include an opinion on the financial statements, and a Management 
Letter with the auditor’s management observations, plus the respective project’s response to each 
management observation. The draft audit report will be provided to the project (through the central 
level IA, for distribution as applicable to each provincial IA) for review, followed by an “exit 
discussion” at which the audit points may be discussed and clarified, in conjunction with the 
respective IA. Formal responses to the final management observations will then be given by the 
central level IA (in consultation with the respective IAs), after which the audit report may be 
finalized. The final audit report is to be submitted to ADB before the due date stipulated in the 
Financing Agreement/PAM, normally six months after the end of the fiscal year. 
 
166. ADB and GOL may conduct FM reviews from time to time, at their discretion. Such reviews 
should result in written findings that the project may respond to. 
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EXECUTIVE SUMMARY 





 

 

I. INTRODUCTION  

A. The Financial Management Manual 

1. The Financial Management Manual (the FMM) for Sustainable Rural Infrastructure and 
Watershed Management– Additional Financing 2 (NRI-AF2; the project) comprises two Parts: 
 
2. Part 1 is the FMM – Framework Document (the FMM Framework) and gives the detailed 
and comprehensive financial management (FM) framework under which the project will operate. 
It is based on the disbursement arrangements as per the Asian Development Bank’s (ADB’s) 
Loan Disbursement Handbook 2017 (LDH; as may be updated from time to time), together with 
the other financial management arrangements required by the project in agreement with ADB and 
the Government of Lao PDR (GOL). It comprises two sub-parts: 

(i) Part 1A contains the main text for the FMM Framework. 
(ii) Part 1B contains the Annexes to the FMM Framework. 

 
3. Part 2 is the FMM – Special Provisions and gives the detailed FM aspects that are 
contained in the project’s Financing Agreement(s) and Project Administration Manual (PAM), as 
well as the other detailed operating arrangements specific to the project. It contains the FMM - 
Special Provisions main text and its Annexes. 
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ANNEX 1: ACCOUNTING SOFTWARE DESIGN 

A. Background 

1. The proposed accounting software design is for the upcoming ADB Sustainable Rural 
Infrastructure and Watershed Management (Additional Financing 2) sector project (SRIWMP), 
which will be operating in four provinces (LP, XB, XK and HP) and at the central level (Department 
of Irrigation; DOI). The software needs to (i) capture transactions and produce financial reports 
for each of the five implementing agencies (IAs) – four being provincially based and the other at 
DOI - and (ii) consolidate data and financial reporting at central level. Each IA will manage its own 
work program, while DOI will have the additional responsibility for consolidation and oversight. 
 
2. Subject to Ministry of Finance (MOF) agreement, the software will be piloted for SRIWMP; 
after satisfactory piloting, the intention of ADB is to migrate its other sector projects onto the one 
software system to ensure consistency and interchangeable capacity.  
 
B. Chart of Accounts and Capturing Transactions 

3. SRIWMP will have its own specific chart of accounts (COA).  The structure of the COA for 
all projects is similar, based on Receipts (funds received from the donor(s)), Expenses, and 
Balances (Cash and Imprests). The Expenses part of the COA differs for each project, as it is 
tailored to the specific activities of the respective project. 
 
4. The draft COA for SRIWMP will be provided – Part A covers the entire project, to be taken 
up by the central level IA. Part B is for one of the provincial level IAs, and the other IAs will follow 
the same example. There will be six COAs – one for each IA that reflects only the account heads 
required for the respective IA, plus the overall COA at the central level that 
incorporates/consolidates all the five IAs. The details (particularly the specific Expenses heads) 
will be finalized between now and the start up of SRIWMP. The COA should have the capability 
to allow for additional levels and additional account heads under each level to be added during 
the life of the project implementation.  
 
5. The COA structure is based on sub-levels that provide a breakdown of Receipts, 
Expenses, and Balances. For Expenses, this is based on Outputs, Sub-outputs, Activities and 
Sub-activities – i.e. there needs to be four levels for Expenses. Transactions are coded into the 
system at the lowest level. 
 
6. In addition to the specific requirements for SRIWMP, the COA will also need to capture 
the transactions within the GOL COA. The supplier will determine how to set up the COA in order 
to capture all the breakdown and reporting requirements. 
 
7. Transactions are captured through data entry for each type of transaction (see below), 
coded as per the COA in order to capture the data by each allocated receipt or payment head.  
The coding also needs to capture the expense Category, the transactions for contract 
management and fixed assets, and the transactions for Imprest Account reporting to the donor. 
Data entry interfaces for each type of transaction may be proposed by the software supplier, 
although some of these are suggested in this design. It will be necessary to print the payment, 
receipt and journal vouchers from the system, based on GOL templates. 
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C. Types of Transactions 

8. There are a limited number of project transaction types, and these all need to be captured 
within a double entry bookkeeping system.  
 
9. Currently, all funds are drawn down from ADB through Withdrawal Applications submitted 
by MOF. The Imprest Account is held and managed by MOF. Sub-accounts are established for 
each IA, and are financed from the Imprest Account. 
 
10. The types of transactions and their respective double entry transactions are as follows: 

(i) Transfer from source of financing to main local account (Imprest Account) 
Dr. Cash (Imprest Account), Cr. Receipts 

(ii) Transfer from Imprest Account to IA account (Sub-account) 
Dr. Cash (Sub-account), Cr. Cash (Imprest Account), for transfer to central level 

IA Sub-account, in central level IA books 

Dr. Cash (Sub-account), Cr. Contras, for transfer to provincial level IA, in provincial 

level IA books 

Dr. Contras, Cr. Cash (Imprest Account), for transfer to provincial level IA, in 

central level IA books 

(iii) Transfer from source of financing to supplier/contractor (Direct Payment) 
Dr. Expenses, Cr. Receipts 

(iv) Payment from Imprest Account for Expenses 
Dr. Expenses, Cr. Cash (Imprest Account), for payment on behalf of central level 

IA, in central level IA books 

Dr. Expenses, Cr. Contras, for payment on behalf of provincial level IA, in 

provincial level IA books 

Dr. Contras, Cr. Cash (Imprest Account), for payment on behalf of provincial level 

IA, in central level IA books 

(v) Payment from Sub-account for Expenses 
Dr. Expenses, Cr. Cash (Sub-account) 

(vi) Payment from Imprest Account/Sub-account for Cash Advance 
Dr. Cash Advances, Cr. Cash (Imprest Account/Sub-account) 

(vii) Acquittal (settlement) of Cash Advance 
(a) Dr. Expenses, Cr. Cash Advance (for the amount of claimed/eligible 

expenses up to the value of the Cash Advance) 
(b) Dr. Expenses, Cr. Cash (Imprest Account/Sub-account, for any additional 

claimed/eligible expenses over and above the vale of the Cash Advance – 
in practice, this transaction may be combined with the above transaction) 

(c) Dr. Cash (Imprest Account/Sub-account), Cr. Cash Advances (for the 
refund of any unexpended portion of a Cash Advance  

(viii) Journals, for correcting erroneous entries, and entering GOL contributions 
(a) Dr. and Cr. entries to reverse original entry and repost to correct 

account(s). These entries will be required to correct erroneous transactions 
that have already been reported. 

(b) Dr. Expenses, Cr. GOL Receipts (for GOL contributions) 
 
11. The Imprest Account transactions will be included and reconciled under the central level 
IA accounting, in addition to any Sub-account and Direct Payment (paid directly by the donor) 
transactions under this IA. 
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12. There are payment thresholds – for payments to be made by each IA, by MOF and by 
ADB. Payments by MOF for provincial IA activities will be taken up as Expenses under the 
respective provincial IA, with a Contras account being used within the overall system, as advised 
above. Transfers from the Imprest Account to the Sub-accounts will similarly use the Contras 
account, as advised above. Contras should zero out in the consolidated books and reports. 
 
13. Direct Payments made by ADB will be taken up by the respective IA. 
 
14. Overall, the aim is for each IA to have its own FMIS, plus have consolidated reporting by 
the central IA. Each IA is responsible for managing its own program and therefore needs to include 
all its respective transactions in its books and financial reports. 
 
15. Aside from the Imprest Account and Direct Payment disbursement methods, ADB has two 
other disbursement methods – Reimbursement and Commitments. It is unlikely that these two 
methods will be required, but if they are then the accounting treatment for the payments is the 
same as for Direct Payments. 
 
16. Cash Advances are payments for which it is not possible to charge the payment to specific 
expense heads at the time of this payment; this payment is allocated initially to Cash Advances. 
Once the expenses (for which the Cash Advance is given) are incurred, and the supporting 
documents are provided, the eligible expenses may be transferred from Cash Advances to the 
relevant expense head(s).  
 
D. Sources of Financing 

17. Each source of financing that is included in the system needs to be managed and reported 
separately – separate Receipts, Payments, and Balances. It is currently anticipated that there will 
be two sources of financing for SRIWMP – ADB and EU – however the software should have the 
capability to add additional financing sources (there could possibly be an additional three sources 
during the life of the project). 
 
E. Project Financial Reports 

18. The aim is to merge ADB requirements and project management requirements, so there 
can be one format, even if management reporting is more frequent.  
 
19. The following financial reports are required: 

(i) Sources and Uses by Output (Summary) - for each IA, and consolidated. 
(ii) Uses by Category – consolidated only 
(iii) Uses by Output and Activity – for each IA, and consolidated. 

 
20. “Sources” are Receipts and “Uses” are Expenses. 
 
21. The financial reporting templates are provided as per the project requirements. 
 
22. Other reports required are given below. 
 
23. All reports to be exportable to Excel. 
 
24. All reports to use the Lao format for figures (eg 10.000,00). 
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25. GOL reports (mapped from the GOL chart of accounts) will not be needed at this time. 
These reports will be developed later, as and when required. 
 
F. Categories 

26. ADB require financial reporting under two reporting structures:  
(i) By Output/Sub-output/Activity; and  
(ii) By Category. The Categories are yet to be agreed, but the draft Categories are 

as follows: 
(a) Civil Works 
(b) Machinery, Equipment and Vehicles 
(c) Land Acquisition and Compensation 
(d) Consulting Services (Irrigation Schemes) 
(e) Livelihood Development and Training 
(f) Environmental and Social Safeguards Mitigation 
(g) Project Management 

 
27. The above Categories will not fit exactly with Outputs/Sub-outputs, but will likely merge on 
an Activity-to-Activity basis. Bearing this in mind, and with a view to being able to replicate the 
software design to other projects, the software will need to identify and map the Expenses on a 
transaction-to-transaction basis. 
 
28. The Category reporting template is included in the project’s financial reporting 
requirements.  
 
G. ADB Imprest Account Reporting 

29. The ADB Imprest Account operates on the basis of an Advance, followed by regular 
replenishments to top up the Imprest Account. The replenishment requests to ADB have to be 
supported by a list of the payments (but not transfers from the Imprest Account to the Sub-
accounts) from the Imprest Account and the Sub-accounts for a given period. The list has to be 
mapped from the Imprest Account and all Sub-account transactions to the reporting template (the 
ADB Statement of Expenditure; SOE). The Imprest Account and Sub-accounts mapping should 
be by Category, as this is how this reporting to ADB has to be made. 
 
30. The system report will need to be exported to Excel so that the English translation of the 
Sub-accounts’ descriptions may be edited into the report by DOI. 
 
H. Contracts’ Financial Management 

31. The project activities will be mostly effected through contracts agreed with 
suppliers/contractors/consultants. (Certain Expenses, for example the small operating costs, will 
not have contracts). The contracts need to be managed, and the accounting part of the 
requirements is to manage the financial aspects of the contracts – tracking payments against 
each individual contract to ensure that each contract cannot be overpaid. 
 
32. The data within the contracts’ financial management includes one element that links to the 
main accounting system – the actual payments made against the contract, in the currency of the 
accounting system. The other data (in effect, most of the contracts financial data - contract values, 
payments in the currency of the contract (if different to the currency of the accounting system), 
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and contract balances) are not linked to the main accounting system and have to be entered 
separately. 
 
33. If there are contracts in a currency different to the currency of the accounting system, then 
these contracts have to be managed in both currencies. For accurate estimation of overall 
commitments (see below), the value of these contracts needs to be updated periodically to reflect 
exchange rate fluctuations. 
 
34. For some contracts, the contract has a breakdown where the separate elements need to 
be monitored separately. Again, most of the data for this is outside the main accounting system, 
but within the main accounting system there is a need to capture the payments as per the same 
breakdown – this means that one payment that covers different elements will need to have the 
facility to break down the payment on the payment data entry interface and allocate against the 
various elements of the contract in the contract reporting. 
 
35. From time to time, contracts may be amended, and the system needs to update the 
contract values in contract and system currency. 
 
36. The templates for the contract data table, the contracts’ financial management data entry 
interface and the contracts financial management report are provided. 
 
I. Commitments 

37. Reporting of only Expenses against available funding (budget) does not provide sufficient 
management information. There is a need to capture and report “outstanding commitments” – 
these are unpaid amounts against committed (signed) contracts. This is so that financial reports 
that show the balance of available funding take account of the outstanding commitments, to avoid 
the situation where contracts are signed that over-commit available funds. 
 
38. Outstanding commitments are mapped to the financial reports from the contracts’ financial 
management report, being the unpaid contracts balance in the reporting currency. 
 
J. Fixed Assets 

39. Fixed assets information needs to be captured for the purposes of inventory management. 
(Depreciation is not required). To ensure that all items are picked up (with the correct cost) in the 
Fixed Assets Register, it is better to link the Register within the main system. There is one link 
with the main system (the cost of/payment for the asset) and the rest of the inventory management 
information is entered separately. Some account heads will be specifically for fixed assets 
however it is better to capture the fixed assets from each transaction entry as it is possible that 
some COA heads may have fixed assets plus non-fixed assets. 
 
40. The fixed assets data entry interface template and the Fixed Assets Register (reporting 
template) are provided. 
 
K. Bank Reconciliations 

41. For each bank account, there is a need to have a bank reconciliation, reconciling the book 
balance with the bank statement balance as at the end of the particular month. The off-the-shelf 
accounting software (QuickBooks etc) have this facility, and this is required for the SRIWMP 
accounting software. The arrangements for this can be similar to QuickBooks, where the bank 
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statement entries are “ticked” against the book entries in the system, with the system then 
producing the bank reconciliation. The bank reconciliation report can also be similar to 
QuickBooks. 
 
L. Sub-ledgers 

42. Sub-ledgers are required for Cash Advances, in order that each Cash Advance may be 
tracked by recipient. Generally, a Cash Advance should not be given to one person who has an 
outstanding Cash Advance already; the “matching” of one Cash Advance with its acquittal 
(settlement) transaction(s) will not be essential, but if this is feasible and not complex to achieve, 
then it should be included.  
 
43. The template for Cash Advances report is provided. 
 
M. Budgets 

44. The reporting formats include the provision for including budgets by IA and consolidated, 
by quarter/year/lifetime. The budgets will be entered in the system by the users (at Activity or Sub-
activity level) and should map through to the reports. 
 
N. GOL Contributions 

45. GOL contributions are expected to be limited to payment of government staff salaries, for 
staff assigned to the project. These transactions will be captured through a Journal entry to record 
the Expense and the GOL contribution. 
 
O. System Currencies 

46. The Imprest Account and Sub-accounts will likely all be in US$ however to provide a 
standardized approach, the accounting system and financial reporting currency will be both US$ 
(first) and KN. In this regard, based on Imprest and Sub-accounts in US$, the conversions will be 
taken up as follows: 

(i) Receipts – US$ as per actuals (donor records); KN as per official bank rate on 
value date of transaction (for Imprest Account), or actual (for Direct Payment in 
KN), or as per official bank rate on value date of transaction (for Direct Payment 
not in KN). 

(ii) Transfers from US$ Imprest Account to US$ Sub-accounts – US$ as per actuals; 
KN as per official bank rate on value date of transaction. 

(iii) Payments from US$ Imprest Account and US$ Sub-accounts – US$ as per actuals 
(per bank account); KN as per actual (if payment made in KN), or as per official 
bank rate on value date of transaction (if payment made in US$). 

(iv) Cash Advance acquittals – KN as per actuals and US$ as per official bank rate on 
value date of Cash Advance transaction (if actual costs in KN), or US$ as per 
actuals and KN as per official bank rate on value date of Cash Advance 
transaction. US$ will cancel to Zero (based on Expenses/Payment/Refund), and 
any KN balance (Dr. or Cr.) will be transferred to Expenses through Journal. 

(v) Journals – as per original entries (for correcting Journals). For GOL contributions, 
KN as per actuals and US$ as per official bank rate on value date of transaction. 
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47. An end of year adjustment will need to be made once each year to adjust the KN balances 
as per the books such that they reflect an accurate KN value in relation to the US$ balances as 
at 31 December.  
 
48. The supplier should advise on the possibility for opting in or out of the KN currency option, 
in case GOL decide that they do not want reports in KN on an ongoing basis.  
 
P. Cloud or Web-based System and Data/Reporting Protocols 

49. Software will be developed based on a cloud or web-based system. Each provincial IA will 
access and enter only its own data and reports. DOI will enter its own IA data and have access 
to all data and reports.  
 
50. The data for the five IAs will be automatically uploaded into the consolidated GL. COA 
coding and transaction amounts will be in English, COA and report headings will be in both 
languages; transaction descriptions will be in Lao language in the provinces, but may be in Lao 
language or English language for DOI IA. It is considered that the system translation of the Lao 
descriptions into English is too problematic at this stage, and the translation of the Lao 
descriptions for the ADB Imprest Account reporting will be done outside of the system. 
 
51. Protocols will be established for data entry, viewing of data and access to reports. ADB 
will be given access to both data and reports, for the purpose of viewing only. 
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ANNEX 2: SUB-ACCOUNT REPLENISHMENT DOCUMENTATION 

Sub-account Reconciliation 
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ANNEX 3: ADVANCE ACCOUNT RECONCILIATION STATEMENT 
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ANNEX 4: STATEMENT OF EXPENDITURES (FOR IMPREST ACCOUNT) 
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ANNEX 5: ESTIMATE OF EXPENDITURES (FOR IMPREST ACCOUNT) 
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ANNEX 6: FORECAST OF AVAILABLE FUNDS IN US$ 

 
 

 
 
 
 

  

Projected Funds Available in US$ (Example)

As at 31 December 2018 ADB xx ADB xx EU xx etc

SDR US$ Euro US$ TOTAL

Drawdowns to 31/12/18 in Financing Currency (Per FIS) 2,000           4,000           1,000           1,000           

Equivalent in US$ (Per Project Books) 3,000           4,000           1,200           1,000           9,200           

Exchange rate 1.50             1.00             1.20             1.00             

Balance Remaining in Financing Currency 3,000           6,000           3,000           4,000           

Equivalent in US$ 4,800           6,000           3,300           4,000           18,100         

Exchange rate (xe.com as at 31 Dec 2018) 1.60             1.00             1.10             1.00             

Total Financing in Financing Currency 5,000           10,000         4,000           5,000           24,000         

Equivalent in US$ 7,800           10,000         4,500           5,000           27,300         

Current Budget in US$

Total budget (including taxes) 27,500         

Potential Surplus (Shortfall) (200)            

Note: The above monitors available funding versus the TOTAL budget; in cases where a source of financing covers specific 

budget lines, the monitoring of available funds versus budget should be undertaken separately.

Sources of Financing
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ANNEX 7: CASH ADVANCE FORMS (REQUEST/SETTLEMENT) 

A. Cash Advance Request 

 
Note: Cash Advance Request will be attached to the Payment Voucher through which the Cash Advance 
is paid. 

 

B. Cash Advance Settlement 

 
Note: Cash Advance Settlement will be attached to the Journal Voucher through which the Cash Advance 
settlement/adjustment is made. 

 

Name: Date:

Amount	Requested	with	Breakdown: Amount

Total	Amount	Requested

Expenditure	to	be	charged	to	Cost	Head	_	_	_	_	_	_	_	_	_	_	_	_	_	_	_	_	_	_

Approved	by:

Project

Purpose	of	Advance:

Total	Amount	requested	in	words:

Requested	by:

Checked	by:
(Confirming	no	previous	advance	outstanding	and	budget	availability)

Date:

Amount

Item	no: Description

Total	Expenditure

Balance	amount	to	be	paid/received	(by	Advancee)

Balance	amount	in	words:

Certified	by:

Checked	by:

Approved	by:

Project

Name:

Purpose	of	Advance:

Date	of	Advance:

Advance	Received

Expenditure	Details:
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ANNEX 8: PAYMENT VOUCHER 

 
Note: Payment Voucher format may be adapted to fit with GOL requirements, and to fit with system data entry 
requirements. 
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ANNEX 9: RECEIPT VOUCHER 

 
Note: Receipt Voucher format may be adapted to fit with GOL requirements, and to fit with system data entry 
requirements. 
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ANNEX 10: JOURNAL VOUCHER 

 
Note: Journal Voucher format may be adapted to fit with GOL requirements, and to fit with system 
data entry requirements. 
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ANNEX 11: EXPENSES CLAIM FORM 

Expense Claim Form 

Date: 

Ser. No. Description Supplier COA Head Amount 

     

     

     

     

     

     

     

TOTAL  

Justification: 
………………………………………………………………………………………………… 
……………………………………………………………………………………………………………
……….. 

     

Names, Signatures and Date: 

 
 
 
 
Claimant                                      Checked by                                Approved by 
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ANNEX 12: MONTHLY FINANCIAL REPORTS 

A. Sources and Uses by Output (Summary) 

  

Sources	and	Uses	by	Output	……	(date	range) US$

For	each	Agency	and	Consolidated

Opening	Balances

Imprest	Account x

Sub-accounts x

Project	Advances x

xxx

Sources

ADB x

EU x

xx

Uses

ADB

Output	1
Output	2

Output	3

Project	Management

EU
Output	4

Total	Uses

Closing	Balances

Imprest	Account

Sub-accounts
Project	Advances

Notes:

1.	Opening	Balances	plus	Sources	less	Uses	=	Closing	Balances

2.	Mapped	from	CoA	codes	by	date	range

3.	GOL	LAK	reports	not	needed	at	this	time;	these	reports	may	be	written	later
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B. Uses by Category 

 

 
  

Uses	by	Category	……….	(date	range) US$

Consolidated	Only

Current
Month

Category Expenses Budget Expenses Budget Expenses Budget Expenses Commitments Uncommitted

1.	………….
2.	…….….

3.	………...
4.	……….
5.	……….
6.	……….

7.	……….
Total

Notes:
1.	Mapped	from	transactions	coding	by	Category
2.	Budgets	entered	manually
3.	For	each	source	of	financing

Current	Quarter Current	Year Lifetime
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C. Uses by Output and Activity 

 
Uses	by	Output	and	Activity	…………..	(date	range) US$

For	each	Agency	and	Consolidated

Current

Month

Expenses Budget Expenses Budget Expenses Budget Expenses Commitments Uncommitted

Output	1

Sub-output	1

Activity	1

Sub-activity	1

Sub-activity	2

Activity	2 Sub-activity	1

Sub-activity	2

Sub-output	2

etc

Output	2
etc	etc

Total

Notes:
1.	The	final	structure	and	titles	will	be	as	per	the	final	CoA	for	Outputs/Sub-outputs/Activities/Sub-activities

2.	Sub-activities	total	up	to	Activities,	and	so	on
3.	Expenses	are	mapped	directly	from	the	CoA	structure	for	Outputs/Sub-outputs/Activities/Sub-activities,	for	the	date	range;	budgets	entered	manually

4.	Commitments	are	the	contract	balances,	mapped	from	the	Contracts	Financial	Management	Report	(C1),	for	each	relevant	CoA	code

5.	Uncommitted	is	calculated	(Budget	less	Expenses	less	Uncommitted)

Current	Quarter Current	Year Lifetime
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D. Cash Advances Report 

 

Name Balance (US$) 0 – 30 Days 30 – 90 days Over 90 days 

     

     

     

     

     
Note: This report is required for each of the five IAs, but a consolidated report is not required 
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ANNEX 13: ANNUAL FINANCIAL STATEMENTS (FOR AUDIT) 

A. Statement of Cash Receipts and Payments (US$) – for 2019 year 

 Notes 2019 2018 Cumulative 

CASH RECEIPTS     

     
    (Financing Source 1)     

        Imprest Account     

        Direct Payments     

        Total     

    (Financing Source 2)     

        Imprest Account     

        Direct Payments     

        Total     

Etc     

     

TOTAL CASH RECEIPTS     

Imprest Account     

Direct Payments     

Grand Total     

     

CASH PAYMENTS BY CATEGORY/OUTPUT     

(Detail within this report or separate page)     

     

CASH RECEIPTS LESS CASH PAYMENTS     

     

CASH ADVANCES (“Imprests” per IPSAS)     

     

NET CHANGE IN CASH     

     

ADD OPENING CASH BALANCE AS AT 
…………. 

    

     

CLOSING CASH BALANCE AS AT 
…………….. 
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B. Statement of Comparison of Budget and Actual by Category and Output (US$) 

  
Notes 

2019 2018 Cumulative 

 Budget Actual Variance Budget Actual Variance Lifetime 
Budget 

Actual 

(Financing 
Source 1) 

         

   Category 1          

      Output 
…… 

         

etc          

Total          

(Financing 
Source 2) 

         

etc          

          

TOTAL 
BUDGET 
AND 
ACTUAL 

         

Notes:  

1) Separate reports are made for reporting expenditures by Category and by Output, if necessary (if they do not map 

easily for inclusion in one report). 

2) The above two statements must be supported by the “Statement of Accounting Policies and Notes (see next 

page)”, giving details of the accounting policies adopted, further detail in respect of the Cash Receipts, Cash 

Payments, Cash Balances, Cash Advances and Budget/Variances. Further disclosures should be made in respect 

of Employee Entitlements, Commitments, Fixed Assets, Related Parties, and Creditors; such disclosures to be 

made according to the IPSAS Cash basis of reporting. 

3) The Financial Statements should also be prepared in KN, in addition to US$. 
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Statement of Accounting Policies and Notes 

 

1. Accounting Policies 
Basis of Preparation 
Reporting Entity 
Financing Structure 
Implementation Structure 
Accounting Period 
Currency 
Cash and Cash Equivalents  

2. Cash Receipts (US$) 
3. Cash Payments (US$) 
4. Cash Balance 
5. Employee Entitlements       
6. Budget (including variances explanations) 
7. Commitments 
8. Imprests (Cash Advances) 
9. Property, Plant & Equipment (Fixed Assets) 

 

10. Related Parties 
11. Creditors 
12. Authorization Date  
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ANNEX 14: CONTRACTS FINANCIAL MANAGEMENT REPORTS 

A. Contract Data Entry Table – entered into system by contract, after signing 

Notes: 
1) Contract end date to be updated manually in this table, if applicable. 
2) Contract Amounts entered manually, with original values then updated (cumulative totals) as per contract amendments. 
3) The split of the contract amount follows the contract, in the currency of the contract, where each element of the total contract amount has to be monitored separately. 

Most contracts will not need this, as they will be monitored just by the contract total – in this case, just use item 1. 
4) Totals to be formula driven; may be cross-checked manually. 
5) US$ and KN equivalent amount of contract amended manually from time to time in this table, to take account of (i) contract amendments and (ii) forex fluctuations – to 

fit with the dual currency system. Most contracts are likely to be in US$ or KN, but there may be some contracts in other currencies. 

 
  

1. Contract Name: 2. Item #   3. COA Code: 

           
4. Contract Start Date: 5. Contract End Date: (1)   

           
6. Contract Amount (2) Ccy Contract Amount Breakdown (3) US$ Amount KN Amount 

  XXX 1 2 3 4 5 Total (4)   

Original         XXX XXX 

Amend 1           

Amend 2           

Amend 3           

etc etc           

US$/KN Updated (5)         XXX (G) XXX (G) 

Total (4)   (A) (B) (C) (D) (E) (F)   
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B. Data Entry Interface 

 
Payments Table – by contract 

1. Contract Name:    2. COA Code: 

          

3. Payments  Contract Amount Breakdown (2)   

Date (1) PV# (1) 1 2 3 4 5 Total US$ Amount (1) KN Amount (1) 

          

          

          

          

          

          

Total (3)          
Notes: 
1) US$/KN amount is as per payment and system conversion between US$ and KN – payment data in US$ and KN, date, PV #, and CoA code to link with Payment 

Voucher in system; Contract Name to come from system. If the payment is made through Direct Payment, then the reference will be the transaction voucher for 
that Direct Payment data entry. 

2) Payment voucher breakdown needs to match the data in this table, for US$ and KN. For currency of contract to be entered manually. 
3) Totals are formula driven, to cross check manually. 
4) Bank charges for payments should be posted to a separate CoA Code (operating costs) such that they are not included in the payments against a contract. 
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C. Contracts’ Financial Management Reports 

Report 1 – Overall (Summary) Report 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 

      Contract Amount Breakdown (2)   

Item Contract 
Name 

COA 
Code 

Start End Ccy 1 2 3 4 5 Total US$ Amount KN Amount 

1              

2              

3              

etc 
etc 

             

Total              

 

 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 

  Contract Payments Breakdown (2) Contract Balance Breakdown (2)   

Item 1 2 3 4 5 Total US$ 
Amount 

KN 
Amount 

1 2 3 4 5 Total US$ 
Amount (3) 

VUV 
Amount (3) 

1                 

2                 

3                 

etc 
etc 

                

Total                 
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Report 2 – Individual Contract Report 

1. Contract Name:    2. COA Code: 

          
3. Contract Amount 1 2 3 4 5 Total US$ Amount KN Amount 

          

          

4. Payments  Contract Amount Breakdown   

Date (1) PV# (1) 1 2 3 4 5 Total US$ Amount KN Amount 

          

          

          

          

Total Payments         

          
5. Contract Balance 1 2 3 4 5 Total US$ Amount KN Amount 

          
Notes: 
1) Reports to be available in selected date range (usually from the start up to the reporting date), and to be exportable to Excel. The reports required are (i) the 

overall (summary) report and individual contract reports  
2) To be entered in currency of contract (except US$/KN Amounts must always be those equivalents). 
3) The US$/KN contract balance (Columns 29 and 30) should be represented by the foreign currency contract balance x the exchange rate as at the reporting 

date; otherwise, if there is a significant difference the US$/KN contract values should be adjusted (manually). 
4) Totals are formula driven, to cross check manually. 
5) Links from Tables A and B to Report C1 are as follows: 

(i) Report columns 2 to 6 come from Table A, from the equivalent title. 
(ii) Report columns 7 to 12 come from Table A, from the “Total” row of “5. Contract Amount” under columns “1” to “Total” {(A) to (F)}. 
(iii) Report columns 13 and 14 comes from Table A, from the updated US$ and KN Amounts (G). 
(iv) Report columns 15 to 22 come from Table B, from the “Total” row under columns “1” to “KN Amount”. 
(v) Report columns 23 to 30 are formula driven, for example column 7 less column 15 = column 23, and so on. 

6) Links from Tables A and B to Table C2 are as follows: 
(i) 1. Contract Name; 2. CoA Code; and 4. Payments come from Table B. 
(ii) 3. Contract Amount comes from Table A, from the “Total” row of “5. Contract Amount” under columns “1” to “Total” {(A) to (F)}, and from Table A, from the 

updated US$ and KN Amounts (G). 
(iii) 5. Contract Balance is formula drive, being Contract Amount less Total Payments for each column “1” to “KN Amount”. 

7) The figure in Column 29 in Report C1, for each CoA Code, must come through in the Uses by Output and Activity Report (in US$). 
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ANNEX 15: FIXED ASSETS REGISTER 

A. Fixed Assets Data Entry Interface (for entering payments for fixed assets into integrated accounting software) 

Item 
No. 

Supplier Invoice 
Number 

Description 
(inc Serial 

#) 

Amount 
 

Payment 
Date 

COA 
Code 

Funding 
Source 

Location Assigned 
To 

Warranty Remarks 

            
Notes:  
1) There may be more than one asset under one payment 
2) “Amount”, “Payment Date”, “COA Code”, “Funding Source” must link with Payment Voucher in system 
3) Data entry interface/page may be adapted, but should include above information 
4) Remarks column may include information such as condition, disposal etc 

 
B. Fixed Assets Register (reporting template) 

Item 
No. 

Supplier Invoice 
Number 

Description 
(inc Serial 

#) 

Amount 
 

Payment 
Date 

CoA 
Code 

Funding 
Source 

Location Assigned 
To 

Warranty Remarks 

1            
2            
3            

etc            
Note: Report is mapped directly from data entry interface/page in Annex 5A above, and will have a date range 
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ANNEX 16: TIME SHEETS 

A. Consultant 

 
 
 
 

  

Date Day Location

Fiel

d

Hom

e
1 Wed

2 Thu

3 Fri

4 Sat

5 Sun

6 Mon

7 Tue

8 Wed

9 Thu

10 Fri

11 Sat

12 Sun

13 Mon

14 Tue

15 Wed

16 Thu

17 Fri

18 Sat

19 Sun

20 Mon

21 Tue

22 Wed

23 Thu

24 Fri

25 Sat

26 Sun

27 Mon

28 Tue

29 Wed

30 Thu

31 Fri

Total

Consultant (Name, Signature, Date) Approved By (Name, Signature, Date)

Consultant Time Sheet (name and position)

Month: 

Project: 

Worked Per Diem 

Claimed

Brief Activity Description
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B. Contracted Staff 

  

Date Day Location Worked Brief	Activity	Description

1 Wed

2 Thu

3 Fri

4 Sat

5 Sun

6 Mon

7 Tue

8 Wed

9 Thu

10 Fri

11 Sat

12 Sun

13 Mon

14 Tue

15 Wed

16 Thu

17 Fri

18 Sat

19 Sun

20 Mon

21 Tue

22 Wed

23 Thu

24 Fri

25 Sat

26 Sun

27 Mon

28 Tue

29 Wed

30 Thu

31 Fri

Total

Staff (Name, Signature, Date) Approved By (Name, Signature, Date)

Contracted	Staff	Time	Sheet	(name	and	position)

Month:	

Project:	
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ANNEX 17: DOCUMENTARY AUDIT TRAIL 

FINANCIAL REPORTS 
 
 

GENERAL LEDGER/SUMMARISED TRANSACTIONS (PER SOFTWARE) 
 
 

 BOOKS (PER SOFTWARE) 
 
 

DETAILED TRANSACTION LISTINGS (FROM SOFTWARE) 
 
 

VOUCHERS AND SUPPORTING DOCUMENTS 
 
 

1. When the records are organised in this way, it is easy for project personnel and 
management, as well as auditors, to follow through each figure from the financial reports down to 
the individual vouchers that make up those figures (and vice versa); it is easy to identify and locate 
the specific vouchers. 
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ANNEX 18: CONFLICTS OF INTEREST AND RELATED PARTY TRANSACTIONS 

1. A conflict of interest may be defined as a conflict between official duties and private 

interests which could influence the performance of official duties and responsibilities - where a 

decision maker might be influenced in the performance of his or her official duties and 

responsibilities. 

 

2. There are three categories of conflict of interest, as follows: 

(i) Actual - where there is a real conflict between a person’s public (official) duties and 

their private interests; 

(ii) Potential - where a person has private interests that could conflict with their public 

(official) duties; 

(iii) Perceived - where a third party could form the view that a person’s private interest 

could improperly influence the performance of their duties now or into the future. 

 

3. The following are types of potential and perceived conflicts of interest: 

(i) Benefiting from who or what you know: a person or their family member may 

receive a financial or other significant benefit as a result of their official position;  

(ii) Undue Influence: when a person has the opportunity to influence official business 

in a manner that leads to personal gain or advantage or the advantage of another 

entity or professional association; or,  

(iii) Compromised judgment and decision making: when a person has an existing or 

potential financial or other significant interest that impairs or might appear to impair 

independence in the discharge of their official responsibilities.  

 

4. Government employees, as well as consultants/other contractors working on the projects, 

should have a contractual obligation to disclose conflicts of interest.  

 

5. The Project Manager will nominate a project representative to be responsible for the 

following: 

(i) Maintaining a master list (an “Interests Register”) for all persons involved with the 

respective project, detailing any business interests, investments and personal 

relationships that could in any way be associated with the project; 

(ii) Updating the list on an ongoing basis, to take account of changes in the 

circumstances of a person associated with the project and/or change in 

circumstances for the project (for example, new suppliers or contractors). It will be 

the responsibility of each person involved with the project to advise the project of 

this change; in addition, the project should send out a quarterly (31 March, 30 

June, 30 September, 31 December) request by email, as a reminder. 

 

6. For any committee, panel or other meetings where decisions are made, the minutes 

should include an agenda item where all present confirm that there are no conflicts of interest, 

with the minutes signed off by all those present. Any documents where evaluations and awards 

of any contracts are recorded should include a statement that all persons recommending or 

approving any award have no conflict of interest, signed by those persons. 
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7. Should a conflict exist, this should be stated in the meeting minutes or the evaluation and 

award records – detailing what the conflict is, who it relates to, how this is assessed by the 

committee (in terms of representing a compromise for the Project or a transaction that could be 

seen as ‘not at arms length’, or if the conflict has no negative impact). The committee should then 

make a decision, documenting (in the committee minutes/evaluation and award records, and in 

the Interests Register) their reasons for the decision. 

 

8. The template for the Interests Register (the Master List and the summary record of 

procurement decisions) is given below. 

 

9. As per the IPSAS Handbook, related party means parties are considered to be related if 

one party has the ability to (a) control the other party, or (b) exercise significant influence over the 

other party in making financial and operating decisions, or if the related party entity and another 

entity are subject to common control. Related parties include: 

(i) Entities that directly, or indirectly through one or more intermediaries, control, or 

are controlled by, the reporting entity;  

(ii) Associates (as defined in IPSAS 7, Investments in Associates);  

(iii) Individuals owning, directly or indirectly, an interest in the reporting entity that gives 

them significant influence over the entity, and close members of the family of any 

such individual;  

(iv) Key management personnel, and close members of the family of key management 

personnel; and  

(v) Entities in which a substantial ownership interest is held, directly or indirectly, by 

any person described in (iii) or (iv), or over which such a person is able to exercise 

significant influence.  

 

10. As per the IPSAS Handbook, a related party transaction is a transfer of resources or 

obligations between related parties, regardless of whether a price is charged. Related party 

transactions exclude transactions with any other entity that is a related party solely because of its 

economic dependence on the reporting entity or the government of which it forms part. 

 

11. Conflicts of interest may not give rise to related party transactions; however, related party 

transactions will arise from conflicts of interest. 

 

12. Based on the Interests Register, related party transactions will be reported in the Notes to 

the Financial Statements, included in the annual audit report. 
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A. Interests Register 
 

PART 1  MASTER LIST (By Project) 

Ser. 
No. 

Name Position Business 
Interests/ 
Investments 

Personal 
Relationships 

1     

2     

3     

4     

 
13. For each project, the master list should include all persons who could in some way affect 
the outcomes of project technical and/or fiduciary operations; all those who could influence 
decision-making in some way, either directly or indirectly – either Government staff, hired 
consultants or others. 
 

PART 2  RECORD OF DECISIONS (By Project) 

Ser. 
No. 

Procurement Committee/Panel 
Members 

Reported 
Conflicts 
YES/NO 

1    

2    

3    

4    

 
14. The above will record all procurement lots above the agreed threshold – this threshold 
may be applied as all the specific procurement contracts within the Procurement Plan, or other 
threshold that may be agreed. 
 
15. Where no conflicts of interest exist, the evaluation documents should include the following 
text, at the end of the evaluation and before the signatures of the evaluators: 

“The undersigned hereby confirm that there are no known conflicts of interest associated 
with this procurement evaluation, that the decision made by the undersigned is in the best 
interests of the project, and that the undersigned have not been influenced otherwise in 
any way, directly or indirectly.” 

 
16. For any reported conflicts (“YES”), the above summary record should refer to the 
procurement evaluation documents, which should include the full information, as follows: 

 
(i) Where a conflict exists, and the relevant evaluator has been excluded from the 

evaluation, the evaluation documents should include the following text, at the end 
of the evaluation and before the signatures of the evaluators: 

 

“……………………… (name of person, and position) was excluded from this evaluation, 

based on the following conflict of interest: 

………………………………………………………………………………………………………

………………………………………………………………………………………………………

…………………………….. . 

The undersigned hereby confirm that there are no other known conflicts of interest 

associated with this procurement evaluation, that the decision made by the undersigned 
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is in the best interests of the project, and that the undersigned have not been influenced 

otherwise in any way, directly or indirectly.” 

 

(ii) Where a conflict exists, but the full Committee/Panel Members consider that this 
would not affect the outcome of the evaluation, the evaluation documents should 
include the following text, at the end of the evaluation and before the signatures 
of the evaluators: 

 
“The undersigned report the following conflict of interest in respect of 
……………………………….. (name of person, and position): 
………………………………………………………………………………………………………
………………………………………………………………………………………………………
…………………………….. . 
However, it is considered that this does not affect the outcome of the evaluation, which is 
in the best interests of the project, for the following reason(s): 
………………………………………………………………………………………………………
………………………………………………………………………………………………………
…………………………….. . 
The undersigned hereby confirm that there are no other known conflicts of interest 

associated with this procurement evaluation, that the decision made by the undersigned 

is in the best interests of the project, and that the undersigned have not been influenced 

otherwise in any way, directly or indirectly.” 

 
17. A conflict of interest includes situations where it could be perceived by others that the 
Committee/Panel Members are being influenced in their decision that could cause the decision to 
not be in the best interests of the project. 
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ABBREVIATIONS 

 

ADB - Asian Development Bank 

COA - Chart of Accounts 

DOI - Department of Irrigation 

FM - Financial Management 

FMM - Financial Management Manual 

GOL - Government of Lao PDR 

IA - Implementing Agency 

KN - Lao KIP (currency) 

LDH - Loan Disbursement Handbook (of ADB) 

MAF 
(DOPF) 

- 
Ministry of Agriculture and Forestry 
(Department of Planning and Finance) 

MOF - Ministry of Finance 

PAFO - Provincial Agriculture and Forestry Office 

PAM - Project Administration Manual 

SOE - Statement of Expenditure 

SRIWMP - 
Sustainable Rural Infrastructure and 
Watershed Management Project 

US$ - United States Dollar (currency) 

WA - Withdrawal Application 
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EXECUTIVE SUMMARY 

[Text] 

 



 

 

I. INTRODUCTION  

A. The Financial Management Manual 

1. The Financial Management Manual (the FMM) for Sustainable Rural Infrastructure and 
Watershed Management Project (SRIWMP) comprises two Parts. 
 
2. Part 1 is the FMM – Framework Document (the FMM Framework) and gives the detailed 
and comprehensive financial management (FM) framework under which the project will operate. 
It is based on the disbursement arrangements as per the Asian Development Bank’s (ADB’s) 
Loan Disbursement Handbook 2017 (LDH; as may be updated from time to time), together with 
the other financial management arrangements required by the project in agreement with ADB and 
the Government of Lao PDR (GOL). It comprises two sub-parts: 

(i) Part 1A contains the main text for the FMM Framework. 
(ii) Part 1B contains the Annexes to the FMM Framework. 

 
3. Part 2 is the FMM – Special Provisions and gives the detailed FM aspects that are 
contained in the project’s Financing Agreement(s) and Project Administration Manual (PAM), as 
well as the other detailed operating arrangements specific to the project. It contains the FMM - 
Special Provisions main text and its Annexes. 
 

II. BACKGROUND  

A. Project Objectives 

4. The overall objective of the project is to achieve sustainable and inclusive rural 
development, through sustainable market orientated agriculture production and natural resources 
management in selected watersheds. 
 
B. Project Structure and Organization 

5. The project will be implemented in four provinces – Houaphan, Louangphabang, 
Xiangkhouang and Xaignabouli, through the Provincial Agriculture and Forestry Office (PAFO) for 
the respective province. 
 
6. The Executing Agency (EA) for the project is the Ministry of Agriculture and Forestry 
(MAF). MAF’s Department of Irrigation (DOI) is an implementing agency (IA). 
 
7. A Program Governance Team (PGT) will be established within DOI, to provide overall 
project management for the project. At the provincial level, a Provincial Program Implementation 
Team (PPIT) will be established to provide project management at the provincial level. The PGT 
will report to MAF, through MAF’s Department of Planning and Finance (DOPF). The Ministry of 
Finance oversees the regulatory framework under which the project operates. 
 
8. The project will adopt a more decentralized approach to the implementation of the project, 
where the provinces are responsible for the implementation and management of their respective 
work program. The procedures in the FMM are designed to support this approach. 
 
9. The FMM refers to five “Implementing Agencies” (IAs) – the four provincial PAFOs and 
DOI. With regard to FM, each of the five IAs will be responsible for the FM aspects (accounting, 
financial reporting and other FM aspects) of the project activities managed by that IA. There will 
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be five accounting entities (one within the PGT and one within each of the four PPITs) under the 
project.   
 
C. Roles and Responsibilities 

10. Based on the project structure explained above, the following roles and responsibilities 
will apply: 
 

1. Ministry of Finance 

11. MOF oversees the legal and operating framework for projects’ FM, through the GOL 
Accounting Law and Accounting Manual, Budget Law, and instructions on the management and 
application of official development assistance. Under current project operating arrangements, 
MOF has the following roles and responsibilities: 

(i) The Imprest Account for all projects is held by MOF. All Disbursements from the 
financing accounts (through Withdrawal Applications; WAs), including Imprest 
Account replenishments and Direct Payments, are processed by MOF. 

(ii) Sub-account thresholds are agreed by MOF (within the overall ceiling agreed in 
the PAM), and all transfers from the Imprest Account to the Sub-accounts, as well 
as other payments made from the Imprest Account, are processed by MOF.   

 
2. Ministry of Agriculture and Forestry 

12. MAF, through its DOPF, will provide backstop capacity support and ensure systems 
compliance. All Imprest Account and Sub-account replenishments, and all Direct Payments, will 
be processed from PGT through DOPF, to MOF. Project reporting from PGT to DOPF will be 
agreed with DOPF. 
 

3. Program Governance Team 

13. The PGT (within DOI) will provide program wide support to the provincial implementation 
and administration, implement the activities under DOI IA, and provide consolidation and 
oversight functions. 
 
14. The PGT will be responsible for all the FM aspects of its accounting entity, as well as the 
FM oversight, coordination and consolidation functions. It will manage, and account for, program 
wide activities (for example, procurement of goods and services for the project as a whole).  
 
15. The PGT will report to the Deputy Director General of DOI in terms of resource allocations 
and overall reporting, but otherwise will report directly to DOPF in MAF. 
 

4. Provincial Program Implementation Team 

16. The PPIT (within PAFO) will provide support to, and the management of, the project 
implementation and administration at the provincial level and will be responsible for all the FM 
aspects of its own accounting entity. 
 
17. The detailed table of management roles and responsibilities for SRIWMP is given in Annex 
1 to the FMM Part 2: Special Provisions. 
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D. Specific Financial Management Structure and Responsibilities 

18. Within each PPIT, there will be two FM team members for the project. There will also be 
two FM team members for the project in the PGT. 
 
19. The PGT will agree the overall budgets, maintain the accounting and associated functions 
for its accounting entity, generate and distribute financial reports, for its accounting entity as well 
as consolidated project financial reports, and provide oversight for the implementation of the FM 
arrangements at provincial level. The PGT will have the main day-to-day oversight role for the 
project and will report to MAF DOPF in this regard. 
 
20. The PPIT will agree budgets, maintain the accounting and associated functions, and 
generate and distribute the financial reports, for the its respective accounting entity. 
 

III. FINANCIAL MANAGEMENT – SPECIAL PROVISIONS 

A. Key Provisions of Financing Agreements and Project Administration Manual 

1. Sources of Finance and Financing Amounts8 

21. Source 1 – TBA 
 
22. Source 2 – TBA 
 
23. Other sources – TBA 
 

2. Disbursement Methods 

24. The Disbursement methods to be applied under the project are: 
(i) Advance procedure 
(ii) Direct Payment procedure 
(iii) TBA 

 
3. Imprest Account and Sub-accounts Ceilings 

25. TBA 
 

4. Currency of Imprest Account and Sub-accounts 

26. TBA 
 

5. Statement of Expenditure Threshold and Procedures 

27. TBA 
 

 
                                                
8 This is for sources that are to be included in the project’s accounting and financial reporting. The FMM should state 

the currency in which the source of financing is denominated. 
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6. Document Flow 

28. The document flow for the Imprest Account and Sub-accounts, and for Direct Payments, 
is given in Diagram 1, below. 
 

Diagram 1: Document Flow (Imprest/Sub-accounts and Direct Payments) 

 
7. Retroactive Financing 

29. TBA 
 

8. External Audits 

30. Auditor – TBA 
 
31. The final audit report is due to be submitted to ADB and GOL within six months from the 
end of the fiscal year. 
 

9. Taxation Provisions 

32. Eligible expenditures may be claimed inclusive of tax. 
 

10. Categories 

33. Expenditure Categories – TBA 
 
34. Disbursement Categories – TBA 
 
B. Authorized Signatories 

35. ADB Disbursement Applications (for each source of financing) – TBA 
 
36. Imprest Account – TBA 
 
37. Sub-accounts – TBA 
 
38. Other documents (Payment Vouchers, Journal Vouchers etc) – TBA 
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C. Chart of Accounts9 

39. The chart of accounts (COA) for the project is given in Annex 2 to the FMM Part 2: Special 
Provisions. 

 

 
                                                
9 The consolidated COA for the project, but broken down by IA to allow for accounting and reporting at each IA. 


