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FINANCIAL MANAGEMENT ASSESSMENT 

I. INTRODUCTION  

1. The financial management assessment (FMA) has been completed for Power Grid 
Company of Bangladesh Limited (PGCB) for the Dhaka and Western Zone Transmission Grid 
Expansion Project. The primary objective of the assessment was to provide assurance that PGCB 
will have adequate and strong financial management system in place to properly implement the 
project. This FMA has been prepared in April 2019 for this proposed project in accordance with 
ADB Guidelines for the Financial Management and Analysis of Projects (2005), Financial Due 
Diligence a Methodology Note (2009), and Financial Management Technical Guidance Note 
(2015).1  
 
2. The FMA reviewed two types of risks: (i) inherent risks, i.e., risks outside the direct control 
of the financial management of the executing agency; and (ii) control risks, i.e., risks concerning 
the internal functioning and control of the finance and accounting section of the executing agency. 
The FMA also evaluated the risks associated with project financial management arrangements, 
as the project funds should be used economically and efficiently. 
 
3. The FMA included: (i) the completion of ADB’s financial management assessment 
questionnaire through interviews with key staff of PGCB; (ii) evaluation of personnel, accounting 
policies and procedures, internal and external auditing, financial reporting, and budgeting based 
on responses to the financial management assessment questionnaire and other documents; and 
(iii) identification of potential risks and mitigation measures.   
 

II. PROJECT DESCRIPTION 

4. The proposed project will help enhance power transmission capacity in the load centers 
of the Greater Dhaka and western zones. It is included in the country operations business plan 
for Bangladesh, 2018–2020.  
 

III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

5. Using the existing diagnostics and available reviews, this section provides a country level 
Public Financial Management (PFM) progress report based on the Public Expenditure and 
Financial Accountability (PEFA) assessment conducted by the government in 2015 with the 

support of the World Bank.2 This PFM progress report reviewed the performance of Bangladesh’s 
PFM system in 2015 based on 31 performance indicators, categorized into seven critical pillars 
of performance. 

 
6. Rating results in 2015. Ratings of the individual performance indicators for 2015 by 
applying the upgraded 2016 framework is summarized in Annex 1. The summary result shows 
that Bangladesh is ranked above B+ (representing performance near good international practice) 
in only 1 indicator, B (performance ranging from good to medium) in 7 indicators, and C+ and C 
(performance ranging from medium to poor) in 10 indicators, and D+ and D (ineffective or 

 
1 ADB. 2005. Financial Management and Analysis of Projects. Manila; ADB. 2009. Financial Due Diligence: A 

Methodology Note. Manila; and ADB. 2015. Financial Management Technical Guidance Note. Manila.   
2 Government of Bangladesh. 2016. Public Financial Management Performance Report. Dhaka. The assessment 

covered the central and local government and the public corporation sector from FY2011–2012 to FY2013–2014.  
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nonfunctioning process or procedure, or no process or procedure exists at all) in the 13 remaining 
indicators.  
 
7. Comparison with 2010 result. This report also compared the scores of the individual 
performance indicators in 2015 with the results in 2010 by applying 2011 framework as 
summarized in Annex 2. There was no improvement in credibility, comprehensiveness, and 
transparency of budget. Performance of other dimensions in the budget cycle improved. Of 28 
parameters measured in PEFA 2010, 7 performance indicators improved, 14 remained the same, 
and seven deteriorated in the PEFA 2015 assessment. The performance indicator on credibility 
of the budget suffered as a result of political turmoil and exchange rate fluctuations as well as 
overoptimistic estimates of revenue and expenditure. Predictability and control in budget 
execution; accounting, recording and reporting; and external scrutiny and audit remain weak in 
the PFM system. 
 
A. Review of PFM Performance by Seven Pillars 

 
8. Overall. The institutional framework of PFM in Bangladesh is under transition and several 
improvements have been made or are being attempted. The dominant role of the Ministry of 
Finance in budget management has contributed to the country’s strong record of fiscal discipline. 
The country’s PFM system has affected the PFM performance in the areas of (i) aggregate fiscal 
discipline; (ii) strategic allocation of resources; and (iii) efficient use of resources for service 
delivery. 
 
9. Budget reliability. Bangladesh has failed to meet its expenditure and revenue budgets 
during the last 3 years, from fiscal year (FY) 2012 to FY2014 and has demonstrated a steady 
deterioration over the period. This is mainly due to the low accuracy of the budget and difficulties 
in implementation of plans. The actual expenditure of sectoral and economic categories has been 
falling short of the budget during the same period and has been worsening raising concerns on 
the credibility of the budget. Reasons for the shortfall in actual expenditure include the 
institutionalization of a supplementary budget and rendering original budgets of less importance.  
 
10. Transparency of public finances. Bangladesh performed well with respect to the 
comprehensiveness of budget documentation and also public access to key fiscal information. 
The poor scoring for this pillar results from the delay in preparation and approval of audit reports 
rather than lack of disclosure. Performance information on service delivery has generally scored 
well, reflecting a positive application of integrated budgeting and accounting system as well as 
the existence of monitoring committees at both ministry/department/agency and planning 
commission level. Unfortunately, any monitoring is not strongly linked to budgeted expenditures 
and the lack of performance audits have weakened the overall score. 
 
11. Management of assets and liabilities. Asset and liability management is generally weak, 
with no centralized asset registers. Fiscal risk management is weak with no comprehensive 
monitoring of contingent liabilities of public corporation sector. The finance division operates a 
flagging system dealing with risk on a one-by-one basis rather than consolidating all risk into a 
report. A “C+” score is achieved only because local governments are prohibited from taking loans. 
Contingent liabilities are in the process of being reported comprehensively, but this has not 
occurred yet. 
 
12. Policy-based fiscal strategy and budgeting. A comprehensive, medium-term 
expenditure framework exists. Macroeconomic forecasts have been prepared, but they lack 
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quantitative analysis of risk to revenue and expenditure including scenario analysis. Revenue 
forecasting lacks documentation of the methodology and assumptions, including the impact of 
policy changes. Evidence indicates that majority of ministries forecasts were used as a guide in 
setting the following year’s ceiling for both development and non-development budgets. Although 
sector strategies exist, detailed budgets/costings have been prepared only for three key ministries 
(primary education, health and agriculture). Absence of bottom-up reconciliation of sector 
strategies to the medium-term budget framework is the main reason. 
 
13. Predictability and control in budget execution. Revenue administration has structural 
weaknesses. The primary concern is the absence of information on tax arrears, which has not 
been routinely submitted by field officers. The government has reduced the number of bank 
accounts it maintains for revenue collection considerably. However, these are not fully 
consolidated although all funds transferred to the treasury single account are reconciled and 
tracked individually. On the expenditure side, a cash-forecasting model is established at the 
beginning of the year, together with the budget, for each month, and this is updated monthly based 
on actual collection/expenditure. Personnel and payroll records are manually updated. Overall 
financial management controls are in place with good segregation of duties and procedures.  
 
14. Accounting and reporting. Integrity of financial data is sound as access and changes to 
integrated budgeting and accounting system records are restricted and recorded, resulting in an 
audit trail that is checked by the Internal Control Unit within the Ministry of Finance. The quality of 
in-year budget reports is good, but timeliness could be improved. Data inaccuracies are limited to 
revenue estimates. The production of annual financial reports is incomplete and delayed; this 
undermines the credibility of annual financial reports. Modified cash accounting standards are 
used and are easily understood. 
 
15. External scrutiny and audit. Timeliness of legislative scrutiny, which is a key factor in 
the effectiveness of the accountability function, is hampered by the backlog of audit reports 
submitted to parliament. The external audit of government financial statements has never been 
completed in a timely manner. Audit reports are 2 years behind their due submission date. The 
audit department is active in carrying out mainly compliance audits as well as some follow-up 
audits on departments, projects, and statutory bodies. 
 
B. Public Financial Management Reforms3 
 
16. The government’s PFM reforms comprised of (i) improving budgetary processes e.g., 
budget preparation; (ii) spending prioritization; and (iii) strengthening budget implementation. 
Areas marking notable progress include (i) introduction of medium-term budget framework;                        
(ii) strengthening debt management capacity; (iii) use of macroeconomic modeling to prepare 
medium term macroeconomic framework; (iv) introducing new budget classification conforming 
to international standards; (v) improving human resource management; and (vi) reforms to 
broaden revenue base.  
 
17. However, further progress needs to be made in (i) improving quality and timeliness of 
government accounting and auditing to bring them up to international standards; (ii) improving 
cash management and cash flow forecasting; (iii) improving internal oversight through more 
effective internal audit; and (iv) further integrated accounting framework. 
 

 
3 This section draws from the risk assessment and risk management plan prepared to inform the country partnership 

strategy between Asian Development Bank and Bangladesh for 2016–2020. 
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C. Overall Improvement on PFM Processes and Procedures from 2011 to 2015 

18. Overall, there has been a renewed focus on PFM activities and a continued emphasis on 
improving PFM processes and procedures. The major PFM reform project “Deepening Medium-
Term Budget Framework and Strengthening Financial Accountability Project” was completed in 
2014. The development of an integrated budgeting and accounting system continues and is 
expected to strengthen many control procedures, and address weaknesses in accounting and 
recording when implemented.  
 
19. Improvements in procurement processes are ongoing as e-procurement increases 
coverage. Bringing the audit of government accounts up to date by preparing the annual financial 
statements in a timely manner is an important task. A scrutiny by the Public Accounts Committee 
has started but is yet to reach the level of operating to its full potential. A new VAT Act was enacted 
in 2012. However, other elements of the government’s tax modernization plan have not been 
affected. 
 

IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 

1. OVERVIEW  
 
20. Profile. PGCB is a public limited company incorporated in 1996 under the Companies Act, 
1994. Bangladesh Power Development Board (BPDB), a wholly government-owned entity, owns 
76.25% of the share capital of PGCB, with the balance held by various institutions and individual 
shareholders. PGCB is listed in the Dhaka Stock Exchange and Chittagong Stock Exchange. 
 
21. Nature and scope of business. PGCB has the responsibility to own, operate and expand 
the national power grid. PGCB's principal activities are planning, promoting, developing, operating 
and maintaining an integrated and efficient power transmission system/network throughout 
Bangladesh. As the sole power transmission company in Bangladesh, PGCB is responsible in all 
aspects, regarding transmission lines, sub-stations, load dispatch centers, communication 
facilities etc. The scope of work of the company also includes co-ordination of integrated 
operations of regional, national and international grid systems.  
 
22. PGCB completed the takeover of transmission assets from BPDB and Dhaka Electric 
Supply Company by December 2002. PGCB had an employee strength of 2,565 as of 30 June 
2018. PGCB’s customers are (i) BPDB; (ii) Dhaka Power Distribution Company Limited;                 
(iii) Dhaka Electric Supply Company Limited; (iv) West Zone Power Distribution Company Limited; 
and (v) palli bidyut samitis of Bangladesh Rural Electrification Board. 
 
2. FINANCIAL MANAGEMENT STRENGTHS AND WEAKNESSES 
 
A. Strengths 

23. Vast experience of managing donor-financed projects. PGCB has been implementing 
a number of projects with ADB and other donor agencies. PGCB has implemented more than 10 
projects with ADB support and the performance of PGCB is considered satisfactory. Project 
completion report of the Bangladesh–India Electrical Grid Interconnection Project 4  that was 
submitted on September 2016 indicates that PGCB’s performance as an executing agency is 

 
4 ADB. 2013. Report and Recommendation of the President: SASEC Bangladesh India Electrical Grid Interconnection 

Project. Manila. (L3031). 



5 

 

rated as satisfactory, noting that PGCB complied with all loan covenants, and the project was 
successful because of strong performances by the government and PGCB even though there 
were many critical challenges. PGCB was also assessed to be very familiar with the requirements 
for reporting, financial management and disbursement of ADB funds.  

 
24. Good corporate governance as a listed company. PGCB, as a listed company in the 
Dhaka Stock Exchange and the Chittagong Stock Exchange, is required to comply with certain 
conditions of corporate governance, according to the order issued on 3 June 2018 by the 
Bangladesh Securities and Exchange Commission in accordance with the Securities and 
Exchange Ordinance of 1969.  The independent auditor’s report for the financial year ended 30 
June 2018, on PGCB’s compliance with the corporate governance code concerning appointing 
independent directors, audit committee, external statutory auditors, reporting and compliance of 
corporate governance, except nomination and remuneration committee, is provided in the Annex 
3.  

 
25. The auditors have stated in their report that (i) PGCB has complied with the conditions of 
the corporate governance code except some conditions; (ii) PGCB has complied with the 
provisions of the relevant Bangladesh Secretarial Standard; (iii) proper books of records have 
been kept as required under the Companies Act by PGCB; and (iv) the governance of PGCB is 
highly satisfactory. 

 
26. Strong capacity for planning and budgeting, and well-structured organization. 
PGCB has adequate technical and planning capabilities to prepare plans and budgets for its 
projects and a well-established project management setup at present. Furthermore, a detailed 
budget preparation exercise and reviews are carried out periodically and budget variations go 
through a precise review system for approval. 
 
27. PGCB has a total of 2,565 employees across departments including planning and design, 
operation and maintenance, human resources and administration and finance and accounting. 
Each department is headed by a general manager or a chief engineer, and each department is 
staffed with experienced staff having relevant qualifications. The organization chart of PGCB is 
included in Annex 5.  
 
28. Focus on development of human resource and training. The board of directors of 
PGCB has been giving utmost importance to knowledge and skill development of the employees 
through training. PGCB sets a specific training plan annually and has conducted training programs 
on its own arrangement as well as jointly with local and foreign organizations. In FY2018, the 
target set for training was 70 hours per employee on average and training target achievements 
are 71.19 per person, 167,020 hours in total and 217 training programs, including 20,336 person 
hours of foreign trainings attended by 219 trainees. The training target for FY2019 is 70 hours per 
employee and 188 training programs. 

 
B. Weaknesses 

29. Incomplete and non-integrated manual information reporting system. PCGB does 
not have a fully integrated computerized management information system (MIS) and accounting 
system. Currently, the financial and accounting function relies only on Microsoft Excel 
spreadsheets and basic accounting software to generate financial information reports. Also, 
PGCB has limited data storage or backup facilities. These leave the reporting practices 
susceptible to risks of manual errors and data security issues. With the evolution of PGCB, the 
importance of implementing an enterprise resource planning (ERP) system will increase to 
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integrate the functions of various departments into single application. The implementation of ERP 
system is urgently needed considering expansion of its activities.  
 
30. Need to strengthen the internal audit function. PGCB has its in-house internal audit 
department, however, it needs to be strengthened. Currently, internal audit department is headed 
by a deputy general manager, reporting to the audit committee through managing director. 
Moreover, the head of internal audit currently holds additional position of general manager 
(personnel & administration). The level of staffing in the audit department is not adequate to meet 
its current operation. PGCB audit department currently has 6 internal auditors covering 35 active 
project units. 
 
31. The head of internal audit unit should be independent from the operations they evaluate 
and given higher authority since the head has to meet regularly with audit committee to report the 
status of internal audit’s ongoing monitoring activities, and proactively inform board of directors 
and management of significant risks or exposures related to internal controls, compliance and/or 
governance requiring prompt attention.  
 
32. Thus, it is suggested that (i) reporting structure of the internal audit function should be 
corrected by direct reporting to the chairman or the audit committee  to enhance independence; 
(ii) appointing dedicated  internal audit head at the general manager level; and (iii) increasing level 
of staff considering growing number of projects. Internal audit will improve internal controls, 
effectiveness and performance of PGCB by identifying weakness in systems and provides an 
opportunity to correct them.  

 
C. Improvements  

33. In general, PGCB’s management and directors have agreed to improve the company’s 
financial management and in this context, a number of broad-based work programs have been 
initiated. Compared with the financial management assessment conducted in 2017, PGCB has 
taken actions to improve financial management in the following perspectives: 
 
34. Finance and accounting function strengthened. In 2017, three of the most senior 
positions in the finance and accounting department, viz. executive director (finance), general 
manager (finance and accounts) and deputy general manager (project finance) were vacant, and 
PGCB agreed to fill the positions with qualified personnel as a condition for withdrawals for the 
ADB financed Southwest Transmission Grid Expansion Project. 5  The incumbent executive 
director for finance has been appointed from the government service in June 2018, and a deputy 
general manager (project finance) and a general manager (finance) have been appointed by 
PGCB board in March and May 2019.  

 
35. Moreover, PGCB has taken initiative to create another general manager (accounts) 
position to divide the finance and accounting function under the overall leadership of the executive 
director (finance). Appointment of a general manager (account) is also under progress and is 
expected to be completed by 2019. The number of finance and accounts officers has significantly 
increased over the last two years. Approximately 30 finance and account officers have been newly 
recruited since 2017, and recruitment of additional 28 finance and accounts officers (including 
internal audit officers) is underway and is expected to be completed by December 2019 to meet 
the growing number of projects. 

 
5  ADB. 2017. Report and Recommendation of the President: South West Transmission Grid Expansion Project. 

Manila. 
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36. Management’s recognition and initiative to resolve fixed asset management issues. 

PGCB’s management and directors as well as concerned ministry have recognized the 
fixed asset and inventory management issues and an order to address the issue was 
given to PGCB from the board of directors and Ministry of Power, Energy and Mineral 
Resources.  
 
37. Immediate action was also taken to resolve issues related to fixed assets. PGCB agreed 
with ADB in July 2018 to take the following immediate actions to resolve issues related to fixed 
assets, namely: (i) establish an asset classification format in consultation with external auditors;              
(ii) apply the format6 to a sample project - PGCB has agreed to adopt the format proposed by 
ADB; (iii) conduct the asset classification and prepare fixed asset register in the related regional 
office (to be completed in FY 2019); and (iv) subsequently, all Grid Maintenance Divisions (GMDs) 
to follow the same approach to classify assets and populate the fixed asset register in FY2020. 
PGCB established an asset classification format (Annex 5), and provided it to the concerned GMD 
for the sample project. 

 
38. To resolve fixed asset and inventory issue at entity level, PGCB prepared TOR for 
consulting service – asset valuation and streamlining fixed asset & inventory – funded by World 
Bank. The tendering process is expected to start within June 2019. Further, a time bound action 
plan to address qualified opinion on audited financial statement including fixed asset and 
inventory management has been submitted by PGCB in July 2019. 
 

39. Agree to adopt ERP system with support from ADB. PGCB agreed to adopt an ERP 
system implementation under the proposed project. The ERP component comprise of two 
contract packages – (i) consulting service for ERP design, preparation of documents and 
assistance in bidding process for ERP vendor selection, monitoring and performing post ERP 
implementation audit; and (ii) procurement of software and related equipment including training 
(through an ERP vendor). The ERP consulting firm will assist PGCB organization in assessment, 
identification of improvements in business areas, design and preparation of business 
requirements specifications and bidding documents. The tentative implementation plan is shown 
as below.  
 

Table 1. ERP implementation plan 

Name of Activity    Timeline Responsibility 

Completion of project management setup November 2019 PGCB 

Contract award for consulting   March 2020 PGCB 

Contract award for solution package     July 2021 PGCB 

 
40. Receiving support from MDBs to improve financial management capacities. Two 
DPP proposals for consultancy services with financial assistance from KfW and World bank were 
approved and the DPP, including the ERP component to be funded by ADB, is being prepared 
for approval. World Bank funded project is focusing on fixed assets and inventory verification and 
preparation of a computerized fixed asset register. KfW funded project is focusing on institutional 
capacity development such as upgrading workflow with information technology, improving 
accounting and financial management capacities, and human resource management and training. 
 

 
6 Refer to annex 5 for draft format of fixed asset register developed by PGCB.  
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41. Implementing human resource plan. A proposal for revision of the organization 
structure of the Finance and Accounting Department including recruitment of officers and staff for 
the next 10 years was approved by the board of directors in 2016. Based on the new proposal, 
PGCB will need to fill up an additional 34 officers and staffs. Recruitment of 28 staff for the Finance 
and Accounting Department is in progress and is expected to be completed by end of December 
2019. 
 
3. PGCB’S FINANCIAL MANAGEMENT  

 
A. Personnel 

42. Corporate governance. The board of directors of PGCB is constituted according to the 
stipulations of the Bangladesh Securities and Exchange Commission that at least one-fifth of the 
board of directors should be constituted by independent directors. Currently, PGCB’s board 
consists of 12 directors, including four independent directors. There are five committees of the 
board: (i) Audit Committee; (ii) Administrative Affairs Committee; (iii) Corporate Governance 
Committee; (iv) Legal Affairs Committee; and (v) Procurement Committee.  
 
43. PGCB produces a corporate governance report, which is published as part of its annual 
report. The corporate governance report is to be certified by a practicing chartered accountant or 
a company secretary. The report provides a level of confidence that the corporate governance 
system in PGCB is functioning.  
 
44. As part of its commitment as a public-sector undertaking, PGCB, has key performance 
targets annually set by the Power Division, Government of Bangladesh. Assessment of PGCB 
performance is carried out on various parameters including technical parameters like transmission 
losses, transmission line availability, substation availability, system power factor, and financial 
parameters like current ratio, quick ratio, debt service coverage ratio, etc. Various parameters are 
given weights which total to 100 and the company’s performance is evaluated against this 
benchmark.  
 
45. Overall personnel. PGCB has a diversified pool of human resources, which is composed 
of personnel with high academic background. PGCB’s personnel are well qualified and 
experienced in their area of work. PGCB’s organizational structure is based on functional 
responsibilities of the personnel. PGCB is headed by a non-executive chairman with the 
operations headed by a managing director. The managing director is assisted by four executive 
directors — in the areas of finance, human resource management, planning and development, 
and operations and maintenance. The managing director is also supported by the company 
secretary and deputy general manager (audit).  

 
46. These senior management personnel are supported by a number of qualified executives 
in the execution of their functions. PGCB had about 2,565 employees as of 30 June 2018. Staff 
of PGCB is of two categories: (i) regular staff; and (ii) project staff. All regular staff are employed 
on a contract basis for an initial period of 5 years, after which the contract is renewed every 5 
years, if found appropriate. All project staff are employed on contract basis for the project duration. 
 
47. Training. PGCB’s training program is well-organized and has a systematic series of 
activities designed to enhance an individual’s work-related knowledge. PGCB has an overall 
company policy to support staff training and it provides specific targets or staff entitlements for 
training. In FY2018, the training target was 70 hours per person and the actual achieved was 
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71.19 hours per person. In FY2019, the training target is 70 hours per employee and 188 training 
programs. For accounting and finance staff, training is provided on an as-required basis. 

 
48. PGCB has conducted training programs on its own arrangement as well as jointly with 
local and foreign organizations. In order to create the basis for developing skilled officials for 
PGCB, continuous long-term departmental foundation training is being conducted jointly in light 

of technical, management and leadership. 
 
49. Finance and accounting function. The finance and accounting department is headed 
by the executive director (finance). The executive director reports to the managing director and 
supervises the general manager (finance and accounts). In 2017, three of the most senior 
positions in the finance and accounting department, executive director (finance), general manager 
(finance and accounts), and deputy general manager (project finance) were vacant, and PGCB 
agreed to fill the positions with qualified personnel as a condition for withdrawals for the ADB 
financed Southwest Transmission Grid Expansion Project.7  

 
50. As of today, the incumbent executive director (finance) has been appointed from the 
government service in June 2018, and a deputy general manager (project finance) and a general 
manager (finance) have been recruited in March and May 2019. PGCB also plans to create 
another general manager (accounts) position to divide finance and accounting function under the 
overall leadership of executive director (finance).  Appointment of a general manager (account) 
is also under progress and is expected to be completed by 2019.  

 
51. Currently, the level of staffing in the finance and accounting department is not adequate 
to meet its current operation needs. In response, PGCB has developed human resource plan over 
the next 10 years and made efforts to fill the vacancy. As a result, the number of finance and 
account officers has been significantly increased over the last two years. Approximately 30 
finance and account officers has been newly recruited since 2017, and additional 28 finance and 
account officers (including internal audit officers) will be recruited by December 2019. 
 
52. The department is responsible for the following functions: (i) policy formulation in respect 
of accounting and finance; (ii) arrangement and management of funds and finance management 
information system; (iii) budgeting; (iv) employee salary processing; (v) tax compliance,                    
(vi) preparation of corporate accounts; (vii) tariff and regulatory affairs; and (viii) information 
technology initiatives, etc.  

 
B. Accounting Policies and Procedures 

53. Accounting principle. PGCB’s accounts are maintained and financial statements are 
prepared on accrual basis in accordance with Bangladesh Financial Reporting Standards and 
Bangladesh Accounting Standard (BAS), the Companies Act 1994 and other applicable laws and 
regulations. The accounts are maintained in accordance with the standards issued by the Institute 
of Chartered Accountants of Bangladesh, which are in line with International Accounting 
Standards. Specific accounting policies based on the accounting standards issued by Institute of 
Chartered Accountants of Bangladesh (ICAB) have been adopted.  
 
54. Qualified opinion on the audited entity financial statement. PGCB’s financial 
statements are prepared in accordance with Bangladesh Accounting Standards which are largely 

 
7  ADB. 2017. Report and Recommendation of the President: South West Transmission Grid Expansion Project. 

Manila. 
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consistent with International Accounting Standards. However, the external auditor issued a 
qualified opinion last year, meaning that the financial statements are fairly presented with some 
exceptions covering the specified areas. The auditor noted five matters on accounting issues of 
PGCB for FY2018 as cited below; 
 

(i) No fixed asset register with the required information was available. No physical 
verification of property, plant, and equipment was conducted. Out of total assets 
of PGCB, property, plant, and equipment is 57.52% which remained unverified as 
to its quantity.  

(ii) Improper inventory management. The auditor found unrecorded inventories of        
Tk579 million, which indicates incomplete reporting in the financial statements. In 
addition, the inventory register was not maintained properly. 

(iii) Certain disputed amounts shown as account receivables are unlikely to be 
received. Certain amount in the account receivables are carried forward since 
FY2005, and it is unlikely that the amount will be recovered in full. 

(iv) Exchange rate fluctuations were not recognized in the income statement. PGCB 
has reported an amount of Tk2,027 million as an addition to property, plant, and 
equipment resulting from exchange rate fluctuations related with the outstanding 
principal amount of loans even though effects of changes in foreign exchange rates 
should be recognized as a loss in the statement of profit or loss and other 
comprehensive income per Bangladesh Accounting Standards. PGCB capitalizes 
the exchange loss with the relevant assets in line with Companies Act 1994. 

(v) Actuarial valuation should be performed for provision of gratuity. PGCB carries an 
unfunded gratuity scheme for its employees and provision was made as per 
company’s gratuity policy for which no actuarial valuation was performed which is 
required to be done as per Bangladesh Accounting Standards. 

 
55. With regard to foreign exchange variations, PGCB indicted that exchange rate fluctuation 
loss relating to the outstanding principal amount of loan are capitalized and included in property, 
plant and equipment as permitted under Company Law 1994 under section 185 (schedule xi). 
Regarding the disputed amounts in accounts receivables from DPDC, PGCB explained that 
PGCB has tried to resolve this issue through discussion with stakeholders and the disputed 
amount is expected to be recovered from DPDC within December 2019. 

 
56. Policies and procedures. PGCB’s accounting system allows for proper recording of 
transactions, and the allocation of all relevant expenditures as required by the respective 
components, disbursement categories and sources of funds. The present Chart of Accounts is 
adequate to properly account for and report on PGCB’s program. PGCB prepared a number of 
manuals for the guidance of its staff with a view to enable them to perform their duties efficiently. 
In terms of finance and accounting, PGCB has issued following manuals: 
 

(i) accounts manual; covering accounting procedures, accounting of receipts and 
payments, accounting codes, chart of accounts, accounting forms and books, fixed 
assets system, inventory control system, and monthly salary system; 

(ii) procedure for internal audit, covering the activities, responsibilities, frequencies, and 
time for internal audit; 

(iii) procedure for financial affairs; and 
(iv) statement of procedures for budget.  
 

57. PGCB’s Finance and Accounting Department disburses, records, and reports all 
transactions carried out by PGCB. There are well set out guidelines outlining authorization to 
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execute a transaction and its recording. Clear lines of functional responsibilities are present in the 
system to ensure that the functions mentioned are carried out by different persons.  
 
58. Cash and bank. PGCB maintains record of receipts, payments, and cashbooks. The 
receipts start from collection, timely deposit, and coding thereof are properly controlled. The cash 
balance and cash book are periodically verified to ensure control and accuracy. The bank 
accounts are reconciled systematically after the closing of each month. The outstanding items of 
bank reconciliation are reviewed, and appropriate action is taken within reasonable time with final 
reconciliation at the end of the year. The execution of a transaction and its subsequent recordings 
are carried out as per delegation of powers defined and approved by the management of PGCB. 
All accounting documents are duly signed and authorized by delegated personnel. 
 
C. Fixed asset management 

59. The fixed asset balance of PGCB was Tk115,120 million8 (about $1.3 billion) as of 30 June 
2018, comprising (i) assets transferred from Bangladesh Power Development Board and Dhaka 
Power Distribution Company before 2003; and (ii) fixed assets created between 2003 and 2018 
based on financing from development partners and Government of Bangladesh. Assets from 
BPDB and DPDC were transferred to PGCB without a cost-breakdown of transferred value of 
assets according to the components of assets. Therefore, assets identification number and 
physical valuation remain unverified. Such assets are expected to represent not more than 10% 
of total net assets. 

(i) Issues in preparation of fixed asset register of PGCB 

60. Handover procedure of completed projects. Upon completion, a detailed Project 
Completion Report (PCR) is prepared by the Project Management Unit and submitted to the 
Finance and Accounting Department at Headquarter and the related GMD in the region. Financing 
and Accounting Department is responsible for accounting of fixed assets and depreciation, and 
each GMD is responsible for preparing the fixed assets register and maintaining records. In 
principle, Financing and Accounting Department should keep the accounting entries in books of 
account and each GMD should keep the record in the fixed asset register based on the PCR.  
 
61. Inconsistent fixed asset information. However, the Financing and Accounting 
Department and the GMD are not able to use the detail information in the PCR for accounting 
entries and creating the fixed asset register (if any) for the following reasons; 

(i) delays in providing the PCR to relevant GMD and the Financing and Accounting 
Department on completion; 

(ii) the format of the PCR is not standardized and hence some PCRs do not provide 
the detail and proper information required for preparing the fixed assets register;9  

(iii) category wise break up of fixed assets provided in the PCR is not in line with the 
categories provided in the Chart of Accounts; and 

(iv) there is a difference between the trial balance amount prepared by a Project 
Management Unit and the amount in the PCR due to allocation of taxes, duties 

 
8  Written down value as of June 2018. 
9 The cases are as below; i) the quantities of the fixed assets components are provided in the PCR but the amount of 

the fixed asset is not assigned, ii) the amount is provided in other tables where the quantity is not provided, so it is 
difficult to match the quantity of fixed assets components with the amount.  
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and interest during commitment.10 
 

62. For the above reasons, the Financing and Accounting Department depends on the trial 
balance information submitted by the project management unit (not on the information in PCR) 
for keeping accounting entries. In conclusion, the process of accounting of fixed asset and 
preparation of the fixed asset register are not aligned to each other. Ideally, both should be 
prepared on the basis of details provided in PCR. 
 
63. PGCB presently maintains its fixed assets recording system manually. Subsidiary records 
of fixed assets and stocks are reconciled and updated regularly with the relevant general ledger 
accounts. There are safeguards in the system to protect the assets from fraud, waste, and misuse.  
The fixed assets register does not capture the relevant information such as original cost, 
accumulated depreciation, rate of depreciation, year of acquisition, identification number, etc. 
Several GMDs are not maintaining the fixed asset registers at all.  
 
64. PGCB’s own resource projects. GMDs provides details of fixed assets and depreciation 
of PGCB’s own resource projects (approximately 20% of total projects) to the Finance and 
Accounting Department to enable them passing the accounting entries. Details of these assets 
are provided in a format named “fixed assets schedule.” 

(ii) PGCB’s actions and plans to resolve issues  

65. Past attempts. PGCB has attempted to resolve the issue in the past. PGCB appointed a 
joint venture firm of chartered accounts and engineers to develop a software and physically verify 
fixed assets and inventory. However, the contract had been later terminated due to no progress 
on the assignment. It is understood that the consultants did not properly understand the scope of 
work as the price that have been quoted seemed too low for the assignment to verify assets 
distributed country-wide in Bangladesh. 

 
66. Immediate action. The information on equipment is maintained at sub-station level. 
However, there is a requirement for consolidation and reconciliation between commercial contract 
information stated in the PCR of PGCB and trial balance account information. PGCB proposed to 
take the following actions, namely: (i) establish an asset classification format in consultation with 
external auditors; (ii) apply the format11 to a sample project - PGCB agreed to adopt the format 
proposed by ADB; (iii) conduct the asset classification and prepare fixed asset register in the 
related regional office (to be completed in FY2019); and (iv) subsequently, all GMDs to follow the 
same approach to classify assets and populate the fixed asset register in FY2020. Adopting this 
approach would help significantly resolve external auditor’s concern specifically with regards to 
fixed assets of property, plant and equipment completed between 2003-2018. 

 
67. Long-term approach. Long-term approach for fixed asset management is being taken up 
in coordination with multilateral banks including KfW, World Bank, and ADB. PGCB must resolve 
the issues in line with ERP implementation in long term with other systems (financial 
management, procurement management, human resource management, project monitoring, etc). 
Two tenders have been floated with the support of KfW and World Bank, and PGCB is considering 

 
10 These costs should be allocated to the fixed assets categories for the accounting purpose as per Chart of Accounts. 

Hence, a separate note sheet where the soft cost being allocated to the fixed assets categories is provided by the 
project management unit to F&A. However, the note sheet does not provide other technical details (manufacturer 
name, make, capacity, commissioning details, useful life, etc), which are essential for preparing the fixed asset 
register.   

11 Refer to annex 5 for draft format of fixed asset register developed by PGCB.  
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adopting the ERP system implementation under the ADB’s proposed loan for BAN: Dhaka and 
Western Zone Transmission Grid Expansion Project. 
 

(i) KfW. The tender issued with the support of KfW includes (a) support PGCB in the 
building and strengthening of the Environmental and Social Unit; and (b) support 
PGCB to conceptualize an adapted accounting system and financial modelling. 
The objective of the assignment is to outline and conceptualize the high-level-
design of full automated modular accounting system based on International 
Accounting Standards, identify potential providers in order to assess the cost, 
possibilities, the implementation strategy and procedure, and identify financing 
possibilities. 

 
(ii) World Bank. The World Bank funded tender is focusing on consultancy services 

for fixed assets and inventory management and System Application and Product 
(SAP). The scope of work covered in this assignment includes three parts - 
valuation of assets, streamlining fixed asset and inventory accounting and SAP. It 
includes (a) tracking the full history of assets including all events relating to fixed 
asset, from commissioning to decommissioning; and (b) physical identification and 
verification of all movable and immovable fixed assets owned and controlled by 
the entity. It also covers the assessment of book value and market value.  

 
(iii) ADB. Implementation of the ERP system while the government and the executing 

agency, PGCB, fully recognize the importance of improving the financial 
management capacity. The investment decision on the ERP and the specific scope 
of work will be determined after completion of the ongoing studies funded by the 
World Bank and KfW as well as the study implemented by Power Cell. 

 
68. Safeguard over the asset. PGCB does not insure its operating assets after completion 
due to large amount of insurance premiums, which could be up to Tk500 million per year for 
transmission assets across the country. However, project assets which are under implementation 
do have insurance cover taken by the contractor during the construction period.  
 
D. Internal and External Audit 

69. Internal audit. PGCB has its in-house internal audit unit headed by a deputy general 
manager reporting to the managing director. In the Internal audit department, there are 26 
approved positions, whereas only 17 (includes only 6 auditors) positions have been filled. There 
is an acute staff shortage. Although the internal audit department has an annual audit program, it 
is unable to conduct internal audits of all the ongoing projects every year due to insufficient staff. 
Internal audit department requires strengthening by adding adequate professional resources to 
undertake internal audits on all projects on an annual basis.  

 
70. PGCB has a guideline for internal financial audits, which has been last updated in 2005. 
In addition, the internal audit department follows rules, regulations and circulars issued by PGCB 
to the management/officers when conducting audits. All audit observations until December 2016 
have been resolved by relevant operating units/projects, and there are 285 observations pending 
for corrective actions or resolution at present, all of which have been raised since January 2017.  
 
71. The scope of internal audit covers all major activities of the entity including externally 
funded projects. All major purchases and payments, projects and corporate actions are subject 
to internal audit procedures. The scope of internal audit includes: (i) verification of invoice/bill, 
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books of accounts, various registers, bank reconciliation statements; (ii) compliance with internal 
rules and regulation such as delegation, service rules, tender documents/contracts;                               
(iii) compliance with relevant laws and regulations such as income tax and VAT laws and 
subsequent amendments; (iv) compliance with donor agencies disbursement procedures;                  
(v) compliance with accounting standard for presentation of financial statements; (vi) verification 
of budgetary control mechanism; (vii) verification of timely repayments of interest during the 
construction; and (viii) physical verification of assets and stores, etc.  
 
72. Need to strengthen the internal audit function. The function of internal audit needs to 
be strengthened by (i) direct reporting of internal audit head to the chairman or the audit committee 
on regular basis; (ii) appointing designated internal audit head at general manager level; and                      
(iii) increasing level of staff considering growing number of projects. Internal audit will improve 
internal controls, effectiveness and performance of PGCB by identifying weakness in systems 
and provides an opportunity to correct them.  
 
73. External audit for entity level. PGCB’s external audit is conducted jointly by two firms of 
chartered accountants and reports are submitted every year to the PGCB management and 
stakeholders within 6 months after the end of the fiscal year. PGCB is also subject to annual 
statutory audits of the Office of the Comptroller and Auditor General (CAG)12 of Bangladesh for 
government-funded projects and entity level of operations. Audit issues are brought to the notice 
of the management for follow-up and necessary actions are taken to resolve audit observations.  
 
74. The external audit needs to be completed and the audited financial statements need to be 
issued within 90 days after the end of each financial year (ending on 30th June). Without a 
significant delay, PGCB generally meets this deadline for submission and publication. 

 
75. External audit for project level. Foreign-aided projects are annually audited by the 
Foreign Aided Project Audit Directorate under the CAG (footnote 11). This unit has expertise on 
loan procedures and loan negotiation documents. The unit reviews compliance with actual 
procedures based on the approved loan agreements, including tax payments, and disbursements.  

E. Reporting and Monitoring  

76. PGCB has periodically prepared the following management information reports:                          
(i) quarterly unaudited financial reports within 45 days from the end of each quarter to fulfill 
requirements of the Securities and Exchange Commission of Bangladesh; and (ii) annual audited 
financial statements prepared and published 90 days after the end of each financial year. 
 
77. All projects are under the overall supervision of PGCB head office. Reports are prepared 
to provide details of physical progress and financial expenditures, by comparing actual results 
with project budgets. These reports are reviewed monthly by PGCB’s senior management 
consisting of the managing director and executive directors, and all officers of the level of chief 
engineer and/or general manager.  

 
12 The Office of the Comptroller and Auditor General of Bangladesh (CAG) is the supreme audit institution of 

Bangladesh, responsible for maintaining accounts of the republic and audits all receipts and expenditure of the 
Government of Bangladesh, including those of bodies and authorities substantially financed by the government. The 
reports of the CAG are discussed by the Public Accounts Committee, which is a standing committee in the Parliament 
of Bangladesh. typically audit the projects funded by the Government of Bangladesh. Foreign-Aided Project Audit 
Directorate, on behalf of the CAG, audit the aided projects and certify their accounts and issue reports to the donor 
agencies, besides the parliament and audited entities. 
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F. Information System13 

78. Financial information system. Financial accounting records are mainly being 
maintained on Microsoft Excel or basic accounting software and they are subject to manual 
interventions. PCGB does not have a fully integrated computerized MIS and an accounting 
system. Significant manual involvement is required for financial reporting. Furthermore, the 
accounting information flow between project/operations offices and the Head Office (trial balance 

and bank reconciliation) is manually carried out. Accounts are maintained at the Head Office and 
each of the GMDs. Preparation of accounts and financial statements are carried out using the 
BOSS software by the accounting staff at the Head Office. All transactions made at the Head 
Office are directly entered into the software while transactions at GMDs are entered into the 
software by the accounting staff at the Head Office in the form of balances of certified trial 
balances (certified by the project director) upon their receipt at the Head Office on a monthly 
basis. The consolidated balances reflect the financial statements of PGCB. 
 
79. Asset management system. Deploying an efficient maintenance management system 
for the wide-spread transmission network is crucial in order to ensure availability, safety and 
security of the country’s power system. At present, there is no software in use for PGCB’s 
transmission asset management. Considering the size of PGCB and its future investment plans, 
it is essential to have a fully integrated MIS integrating the accounting system and the asset 
management system currently in place to capitalize on the benefits of technology. With the 
expansion of PGCB, the importance of an ERP implementation will increase to integrate the 
functions of various departments into a single application. The implementation of an ERP system 
is urgently needed for its information system considering current practices and future expansion 
plans. 

 
80. Revenue collection system. Major sources of revenue of PGCB are billing BPDP and 
other distribution utilities for wheeling and transmission charges and leasing optical fiber to 
telecommunication operators. GMDs issue invoices to utilities based on the joint meter reading 
on the first day of each month, and these invoices are approved by the Directorate for Commercial 
Operations, through the Energy Audit Committee. A copy of the invoice is sent to the Finance and 
Accounts Department for record keeping and when the invoices are issued, they are then entered 
into the BOSS software. PGCB collects revenue through 12 banks it has come to agreement with 
and banks send an intimation to PGCB Head Office when it receives a payment. PGCB then 
prepares a receipt voucher and enters the entry manually to the BOSS software. Most of the 
banks are not IT enabled and hence, there is no IT interface between PGCB and banks. Usually 
in case of BPDB, the amounts are set off against payables. 
 
81. Current IT status in PGCB. Transmission system operation functions require a high 
degree of technology intervention in all aspects of the business. In the current operational set-up 
at PGCB, demand-supply scheduling and load management is partially IT enabled. An in-house 
developed program based on MATLAB14 is used for scheduling and calculation using inputs from 
various sources including weather data obtained from the meteorological department website. 
Supervisory control and data acquisition (SCADA) system present at the National Load Dispatch 

 
13 Power Cell, Power Division, Ministry of Power, Energy and Mineral Resources, Government of the People’s Republic 

of Bangladesh. May 2016. Final report of ICT Roadmap for Bangladesh Power Sector by Deloitte. 
14 MATLAB is a multi-paradigm numerical computing environment and proprietary programming language developed 

by MathWorks. 
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Centre is used for load management. PGCB uses Power System Simulator for Engineering 
(PSSE) software for undertaking load flow studies. PLS CADD15 is used for transmission line 
design.  

 
Table 2. Assessment of software systems of PGCB 

 

Software Year Function Output Assessment 
SCADA 
system 

2009 Monitor and 
control the 
power 
transmission 
network of 
Bangladesh  

Monitoring transmission 
system parameters 
Process collected data 
automatically using 
SCADA/EMS software 
Perform operation 
functions on 222 33kV 
distribution feeders  

SCADA system data needs to 
be made available for 
management decision making. 
The SCADA system may need 
to be interfaced with the 
Business Intelligence/Data 
Warehousing system to 
capture relevant operational 
data. 

BOSS 
accounting 
software 

2005 Financial 
statement of 
PGCB Head 
Office and 
GMDs 

Statement of financial 
position 
Statement of 
comprehensive income  
Statement of account 
receivables 
Different types of ledgers 
Project wide expenditure 

This is a stand-alone 
accounting system with limited 
functionality. Many of the 
features of a typical 
accounting system are not 
available such as fixed asset 
registry, treasury 
management, project 
accounting, etc. Also, no MIS 
report is generated. 

Store 
management 
system 

2015 Maintain a 
database of 
stores of 
different 
GMDs 

Store related reports 
Report of spare equipment 

Limited functionality and not 
integrated with procurement 
and accounting. 

EMS = energy management system, GMD = Grid Maintenance Divisions, MIS = management information system, 
PGCB = Power Grid Company of Bangladesh Limited, SCADA = supervisory control and data acquisition. 

 
G. Budgeting and Funds Flow Mechanism 

82. Annual Budget. Annual budget for the next fiscal year is prepared by April every year, 
prior to the fiscal year ending on 30th June, and it includes physical and financial targets for all 

significant activities in sufficient detail to provide a meaningful tool to monitor subsequent 
performance. The information is also required by the government for allocation of government 
capital expenditure and form part of the Annual Development Programme. Actual expenditure is 
compared with budgeted targets and significant variations are reviewed and corrective actions 
are taken.  
 
83. Each line department reviews the budget and is approved by the board of directors after 
a series of budget meetings. The timeline of the budget preparation process is (i) January: call for 
budgets; (ii) February: budget submission; and (iii) March or April: budget meeting headed by the 
executive director and budget approval by the board of directors. 
 
84. Budget control. A development project proposal (DPP) that includes a project plan and 
a budget is prepared by PGCB for every project and is approved by the board of directors followed 

 
15 PLS-CADD is a overhead power line design program. 
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by the Planning Commission. The board of directors of PGCB approve the revenue budget and 
development budgets. The Planning Commission approves the Annual Development Programme 
and DPPs. Budget control is carried out on a regular basis during which actual revenue and 
expenditure are compared against the budget. Financial reports for budget control are produced 
to compare actual expenditures with budgeted allocations. Furthermore, there is a regular 
management review of budget utilization with physical progress. Project expenditure are planned 
and executed in accordance with DPP and any variation requires approval. Variations within 10% 
from the budget requires prior approval from the Ministry of Power, Energy and Mineral Resources 
and variation beyond 10% requires prior approval from the Planning Commission.  
 
85. Budget variation. Approvals for all expenditures in excess of the budget must be obtained 
on a prior basis. All actual results are compared with budgets, and major variances need to be 
explained. PGCB’s budgets are prepared by the executive director (finance) and is approved by 
the board of directors. Budget variance reports are prepared every month and a progress review 
meeting is held every month. All budget variances should be clarified during this meeting by the 
relevant divisional head. If significant variances occur between quarterly financial performance 
and annual financial statements, the management should explain the variance on the annual 
report.  

 
H. Risk Description and Rating 

86. The FMA reviewed two types of risks: (i) inherent risks (risks outside the direct control of 
PGCB financial management); and (ii) control risks (risk concerning the internal functioning and 
within the control of PGCB’s Finance and Accounting Department). The FMA identified the 
following key risks and its mitigation measures as detailed in Table 3. Based on the assessment, 
it is concluded that the overall project financial management pre-mitigation risk is substantial. 
 

Table 3. Risk Management Assessment 
 

Risk Type Risk 
Rating 

Risk Description Mitigation Measures 

A. Inherent Risks 

1. Country 
specific risks 

 
Substantial 

Overall public financial 
management risk: Aggregate 
budget credibility 
deteriorated, and external 
scrutiny and audit still remain 
in the weak area in the PFM. 

Dialogue needed between ADB, 
GOB and ICAB aimed at (i) 
capacity building of CAG auditors, 
(ii) strengthening of 
statutory/regulatory requirements to 
ensure that audits look beyond 
transactions and focus on systems 
of the audited entities. 
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Risk Type Risk 
Rating 

Risk Description Mitigation Measures 

Low Financing risk: Delays in 
releasing counterpart funds 
for the project. 

Disbursement of counterpart funds 
are subject to the approval of the 
DPP. The DPP is reviewed and 
approved by the Ministry of Power, 
Energy and Mineral Resources and 
the planning commission of GOB. 
As the project will strengthen the 
transmission network in 
Bangladesh to eliminate constraints 
in power transmission and improve 
power supply reliability and is in line 
with GOB vision, and it is expected 
that GOB will make adequate 
provisions for counterpart funds in 
its budget. 

2. Entity specific 
risks 

Moderate Financial risk: The wheeling 
charge may be insufficient to 
recover costs undermining 
financial sustainability of 
PGCB. 

 
  
 

Regular tariff filing by PGCB based 
on the tariff methodology approved 
by the BERC is required to ensure 
that tariffs will cover costs. The tariff 
methodology is effective since June 
2016. 

Moderate Foreign exchange risk: 
PGCB’s exposure to foreign 
exchange risk will increase if  
the US dollar continues to 
appreciate against the 
Bangladesh taka.  

Foreign exchange variation should 
be recovered through adjustment of 
the wheeling charge based on the 
tariff methodology approved by 
BERC. It permits for such variations 
to be recovered through the 
wheeling charge. 
 
At present, the exchange loss is 
capitalized with the relevant assets 
in line with the Company Act 1994, 
as the concerned loan was 
obtained to procure/construct those 
assets. The foreign exchange loss 
is currently charged to the Profit 
and Loss Account through 
depreciation.  

Overall 
Inherent Risk 

Moderate 

B. Control Risk 

1. Executing 
agency 

Low Compliance risk: PGCB 
follows structured planning 
and technical assessment 
processes. It also has 
significant experience in 
implementing externally 
assisted projects and is 
familiar with ADB’s financial 
management and 
disbursement requirements 

Not required. 
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Risk Type Risk 
Rating 

Risk Description Mitigation Measures 

2. Funds flow Low 
 
 
 
 
 
 
 

Financing risk: The 
disbursement of counterpart 
funds is subject to the 
approval of the DPP. Access 
to funds from GOB follow 
specified procedures, and 
requires prior approvals, 
which creates delays. 

The DPP is expected to be 
approved by the Planning 
Commission by July 2019.   

3. Staffing Moderate The general manager 
(accounts) position is vacant. 
 
 
 
 
 
 
 
 
 
 
 
 
 
The number of finance and 
account officers need to be 
increased to meet the 
growing number of projects  
 
The project management 
manpower should include at 
least staff with accounting 
experience for efficient 
financial management in 
project level. 

PGCB plans to divide finance and 
account function to strengthen 
financial management capacity by 
creating additional general manger 
(accounts) in the finance and 
accounting department. 
 
PGCB will appoint qualified 
Chartered Accountant or a Cost 
and Management Accountant 
(ICMAB and/or ICAB) for two 
positions for general manager 
(finance) and general manger 
(accounts)  
 
PGCB is in the process of recruiting 
additional 28 finance and account 
officers  
 
 
PGCB should include at least one 
manager (accounts) supported by 
assistant manager level staff for the 
proposed project as per approved 
DPP. 

4. Fixed Asset 
Management 

Substantial 
 

External auditors have issued 
qualified opinions on fixed 
asset and inventory system.  
 
No fixed asset register with 
the required information was 
available. No physical 
verification of property, plant, 
and equipment was 
conducted. In addition, the 
inventory register was not 
maintained properly. 
 

PGCB has initiated the following 
with respect to fixed asset and 
inventory management  (i) establish 
an asset classification format; (ii) 
apply the format to a sample project 
- PGCB has agreed to adopt this 
format proposed by ADB; (iii) 
conduct the asset classification and 
prepare fixed asset register in the 
relevant regional office; and                                  
(iv) subsequently, all GMDs to 
follow the same approach to 
classify assets and populate the 
fixed asset register.  
 
PGCB will engage consultants with 
funds provided by the World Bank 
for fixed assets and inventory 
management and SAP. The scope 
of work will cover (i) tracking the full 
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Risk Type Risk 
Rating 

Risk Description Mitigation Measures 

history of assets including all events 
relating to that fixed asset, from 
commissioning to 
decommissioning; (ii) physical 
identification and verification of all 
movable and immovable fixed 
asset; and (iii) the assessment of 
book value and market value. 

5. Accounting 
Policies and 
Procedures 

Moderate PGCB has defined 
accounting policies and 
procedures in place which are 
in line with International 
Accounting Standards. 
However, during the recent 
years, external auditors have 
issued qualified opinions and 
highlighted persisting issues 
with regards to foreign 
exchange gain/loss 
recognition and account 
receivables. 
 
 
 
Accounting procedures have 
been last updated in 2006 
and internal audit procedures 
have been last updated in 
2005. Need to update the 
current requirements. 

With regard to foreign exchange 
variations, PGCB indicted that 
exchange rate fluctuation loss 
relating to the outstanding principal 
amount of loan are capitalized and 
included in property, plant and 
equipment as permitted under 
Company Law 1994 under section 
185 (schedule xi).  
 
Regarding to the disputed amounts 
in accounts receivables from 
DPDC, PGCB made its efforts to 
recover with consultation with 
concerned stakeholders. 
 
PGCB will review and update 
accounting procedures and internal 
audit procedure based on current 
requirements and practices. 
 

6. Information 
System 

Moderate Incomplete information 
reporting systems: Currently, 
accounting, financing and 
fixed asset recording are 
done manually using excel 
spreadsheets. 

PGCB agreed to implement an ERP 
under the proposed project. The 
ERP component comprise of two 
contract packages – (i) consulting 
service for ERP design, preparation 
of documents and monitoring; and 
(ii) procurement of software and 
related equipment.  

7. Internal Audit Substantial Improving the internal audit 
function for transparent 
financial management.  
 
Internal audit department is 
headed by a deputy general 
manager, reporting to audit 
committee through the 
managing director. Moreover, 
the head of internal audit 
currently holds additional 
position of general manager 
(personnel & administration). 
The head of internal audit unit 
should be independent from 
the operations and require 

 
 
 
 
Consider correcting reporting 
structure by direct reporting to the 
chairman or the audit committee in 
a regular basis. 
 
 
Appoint dedicated internal audit 
head at general manager level.  
 
 
 
 



21 

 

Risk Type Risk 
Rating 

Risk Description Mitigation Measures 

higher authority since the 
head must meet regularly with 
audit committee and 
proactively inform board of 
director and management of 
significant risks or exposures 
requiring prompt attention.  
 
The level of staffing in the 
audit department is not 
adequate to meet its current 
operation. PGCB audit 
department currently has 6 
internal auditors covering 35 
active project units. 

 
 
 
 
 
 
 
 
Increase level of staff in internal 
audit department considering 
growing number of projects.  
 
 

8. External 
Audit 

Low PGCB has appointed two 
chartered accountancy firms 
for carrying out the external 
audit jointly (one of the 
auditors is a member firm of 
Ernst & Young Global). 
Annual reports are normally 
issued within stipulated 
timelines. 

Not required. 

9. Reporting 
and 
Monitoring 

Low Comprehensive monthly and 
quarterly financial 
management reporting 
systems are in place with 
detailed guidelines issued by 
the Finance and Accounting 
Department of PGCB 

Not required. 

10. Safeguard 
over the 
asset  

Low PGCB does not insure its 
operating assets after 
completion due to large 
amount of insurance 
premiums for transmission 
assets across the country.  

It is more economic to repair 
immediately the damaged asset 
rather than to insure considering 
probability of damage. 

Overall Control 
Risk 

Substantial 

Overall 
Combined Risk 

Substantial 

ADB = Asian Development Bank, BERC = Bangladesh Energy Regulatory Commission, CAG = comptroller auditor 
general, DPDC = Dhaka Power Distribution Company, DPP = development project proposal, ERP= enterprise resource 
planning, GOB = Government of Bangladesh, IA = internal audit, ICAB = Institute of Chartered Accountants 
Bangladesh, ICMAB= Institute of Cost and Management Accountant of Bangladesh, NGO = nongovernment 
organization, PFM = public financial management, PGCB= Power Grid Company of Bangladesh Limited, SAP = system 
application and product. 
Source: ADB. 
 

V. PROPOSED ACTION PLAN 

87. PGCB and ADB have agreed on an action plan to address the following issues that the 
FMA identified. The financial management action plan is provided in Table 4. 
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Table 4: Risks and Mitigation Plan 

Risk Description Mitigation Actions Responsibility Timeframe 

Finance and accounting 
  
The general manager 
(accounts) position is 
vacant. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The number of finance and 
account officers need to 
be increased to meet the 
growing number of 
projects  
 
The project management 
manpower should include 
at least staff with 
accounting experience for 
efficient financial 
management in project 
level. 

 
 
PGCB plans to divide finance and 
account function to strengthen 
financial management capacity by 
creating additional general manger 
(accounts) in the finance and 
accounting department. 
PGCB will appoint qualified 
chartered accountant or a cost and 
management accountant (ICMAB 
and/or ICAB) for two positions for 
general manager (finance) and 
general manger (accounts)  
 
PGCB is in the process of 
recruiting additional 28 finance and 
account officers  
 

 

PGCB should include at least one 
manager (accounts) supported by 
assistant manager level staff for 
the proposed project as per 
approved DPP 

 
 

PGCB 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 
 
Appoint one 
qualified 
manager for the 
position of 
general manager 
(accounts) by 
2019. 
 
 
 
 
 
 
 
 
 
 
 

Recruit additional 
28 finance and 
account officers 
by December 
2019. 
 
 
Upon approval on 
DPP 

Fixed asset and inventory 
management 
 
External auditors have 
issued qualified opinions 
on fixed asset and 
inventory system.  
 
No fixed asset register 
with the required 
information was available. 
No physical verification of 
property, plant, and 
equipment was conducted. 
In addition, the inventory 
register was not 
maintained properly. 
 

 
 
 
PGCB has initiated the following 
with respect to fixed asset and 
inventory management:                
(i) establish an asset classification 
format; (ii) apply the format to a 
sample project - PGCB has agreed 
to adopt the format proposed by 
ADB; (iii) conduct the asset 
classification and prepare fixed 
asset register in the relevant 
regional office; and                                       
(iv) subsequently, all GMDs to 
follow the same approach to 
classify assets and populate the 
fixed asset register.  

 
 
 

PGCB  
 

 

 
 
Fixed asset 
classification for 
pilot project to be 
completed by 31 
December 2019 
 
 
A time bound 
action plan to 
address qualified 
opinion on 
audited financial 
statement 
including fixed 
asset and 
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Risk Description Mitigation Actions Responsibility Timeframe 

 
PGCB will engage consultants with 
funds provided by the World Bank 
for fixed assets and inventory 
management and SAP. The scope 
of work will cover (i) tracking the 
full history of assets including all 
events relating to that fixed asset, 
from commissioning to 
decommissioning; and (ii) physical 
identification and verification of all 
movable and immovable fixed 
asset; and (iii) the assessment of 
book value and market value. 
 

inventory 
management has 
been submitted 
to ADB in July 
2019.  
 
 
Contract award 
for consulting 
service for asset 
verification is 
expected to start 
in 2020. 
 

Other qualified opinion 
 
PGCB has defined 
accounting policies and 
procedures in place which 
are in line with 
International Accounting 
Standards. However, 
during the recent years, 
external auditors have 
issued qualified opinions 
and highlighted persisting 
issues with regards to 
foreign exchange gain/loss 
recognition and account 
receivables. 
 
 
 
Accounting procedures 
have been last updated in 
2006 and internal audit 
procedures have been last 
updated in 2005. Need to 
update the current 
requirements. 
 

 
 
With regard to foreign exchange 
variations, PGCB indicted that 
exchange rate fluctuation loss 
relating to the outstanding principal 
amount of loan are capitalized and 
included in property, plant and 
equipment as permitted under 
Company Law 1994 under section 
185 (schedule xi).  
 
Regarding the disputed amounts in 
accounts receivables from DPDC, 
PGCB made its efforts to recover 
with consultation with concerned 
stakeholders. 
 
 
PGCB will review and update 
accounting procedures and internal 
audit procedure based on current 
requirements and practice. 
 

 
 

PGCB  
 

 
 
A time bound 
action plan to 
address qualified 
opinion on 
audited financial 
statement has 
been submitted 
to ADB in July  
2019.  
 
 
A disputed 
amount form 
DPDC is 
expected to 
recover within 
December 2019. 
  
Update during 
the ERP design 
stage 
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Risk Description Mitigation Actions Responsibility Timeframe 

Information and reporting 
system. 
 
Incomplete information 
reporting systems: 
Currently, accounting, 
financing and fixed asset 
recording are done 
manually using excel 
spreadsheets. 

 
 
 
PGCB agreed to implement an 
ERP under the proposed project. 
The ERP component comprise of 
two contract packages – (i) 
consulting service for ERP design, 
preparation of documents and 
monitoring; and (ii) procurement of 
software and related equipment.  

 

 
 
 

PGCB and 
ADB 

 
 
 
 
 
 
 

 
 
 
Contract award 
for ERP design 
consulting firm 
completed by 
January 2020  
and provide 
regular updates 
to ADB. 
 
Submission of 
time bound action 
plan for the 
implementation of 
the ERP system 
by 2019.  
 
Appoint 
designated staffs 
to the project unit 
headed by at 
least deputy 
general manager 
level assisted by 
qualified staffs. 

Internal audit function 
 
Improving the internal 
audit function for 
transparent financial 
management.  
 
Internal audit department 
is headed by a deputy 
general manager, 
reporting to managing 
director, not directly report 
to audit committee. 
Moreover, the head of 
internal audit currently 
holds additional position of 
general manager 
(personnel & 
administration). The head 
of internal audit unit should 
be independent from the 
operations and require 
higher authority since the 
head must meet regularly 
with audit committee and 
proactively inform board of 
director and management 

 
 
Consider correct reporting 
structure by directly reporting to 
the chairman or audit committee 
on regular basis. 
 
Appoint dedicated internal audit 
head at general manager level  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

PGCB 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 

 
 
 

 
 
 
 
 
 
 
Appoint 
dedicated and 
qualified 
manager at 
general manager 
level as a head of 
internal unit by 
June 2020. 
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Risk Description Mitigation Actions Responsibility Timeframe 

of significant risks or 
exposures requiring 
prompt attention.  
 
The level of staffing in the 
audit department is not 
adequate to meet its 
current operation. PGCB 
audit department currently 
has 6 internal auditors 
covering 35 active project 
units. 

 
 
 
 
Increase level of staff in internal 
audit department considering 
growing number of projects.  
 
 

 
 
 
 

PGCB 
 
 
 
 
 
 

 

 
 
 
 
Recruit additional 
17 auditors by 
June 2020. 
 
 
 
  
 
 

ADB = Asian Development Bank, ERP = enterprise resource planning, GMD = Grid Maintenance Division,                         
GOB = Government of Bangladesh, IA = internal audit, ICAB = Institute of Chartered Accountants of Bangladesh, 
ICMAB = Institute of Cost and Management Accountant of Bangladesh, PGCB = Power Grid Company of Bangladesh 
Limited, SAP = system application and product.  
a ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Loans and 
Administration of Grant to the People’s Republic of Bangladesh for the Bangladesh Power System Enhancement 
and Efficiency Improvement Project. Manila. 

Source: Power Grid Company of Bangladesh. 
 

 
 
 
 
 
 
 
 
 



 

 

PEFA Scores in 2015 using 2016 framework 

PFM Performance Indicator 2015 Rating 

Pillar I. Budget reliability  

PI-1. Aggregate expenditure outturn B 

PI-2. Expenditure composition outturn D+ 

PI-3. Revenue outturn C 

Pillar II. Transparency of public finances  

PI-4. Budget classification C 

PI-5. Budget documentation B 

PI-6. Central government operations outside financial reports D 

PI-7. Transfers to subnational governments D+ 

PI-8. Performance information for service delivery D+ 

PI-9. Public access to fiscal information D 

Pillar III. Management of Assets and Liabilities  

PI-10. Fiscal risk reporting D+ 

PI-11. Public investment management C 

PI-12. Public asset management D+ 

PI-13. Debt management B 

Pillar IV. Policy-based fiscal strategy and budgeting  

PI-14. Macroeconomic and fiscal forecasting D+ 

PI-15. Fiscal strategy B 

PI-16. Medium-term Perspective in expenditure Budgeting C+ 

PI-17. Budget preparation process B 

PI-18. Legislative scrutiny of budgets C+ 

Pillar V. Predictability and Control in Budget Execution  

PI-19. Revenue administration D+ 

PI-20. Accounting for revenue C+ 

PI-21. Predictability of in-year resource allocation B+ 

PI-22. Expenditure arrears D 

PI-23. Payroll controls C+ 

PI-24. Procurement management B 

PI-25. Internal controls on non-salary expenditure C 

PI-26. Internal audit D 

Pillar VI. Accounting and Reporting  

PI-27. Financial data integrity C+ 

PI-28. In-year budget reports C+ 

PI-29. Annual financial reports D+ 

Pillar VII. External Scrutiny and Audit  

PI-30. External audit D+ 

PI-31. Legislative scrutiny of audit reports B 
PEFA = public expenditure and financial assessment. 
Note: A rating of “A‟ corresponds to international-level practice; “B‟ to good to medium performance; “C‟ to medium to 
poor performance; and “D‟ indicates process or procedure does not exist at all or it is not functioning effectively. 
Source: Government of Bangladesh. 2016. Public Financial Management Performance Report and Public 
Expenditure and Financial Accountability. Dhaka. 
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Comparison of PEFA Scores of 2010 and 2015 Using 2011 Framework 

PFM Performance Indicator 2010 2015 

A. PFM-OUT-TURNS: (1) Credibility of the Budget   

PI-1. Aggregate expenditure outturn compared to original approved budget  B C 

PI-2. Composition of expenditure outturn compared to original approved budget D+ D+ 

PI-3. Aggregate revenue outturn compared to original approved budget B D 

PI-4. Stock and monitoring of expenditure payment arrears n.a n.a 

B. KEY CROSS-CUTTING ISSUES: Comprehensiveness and Transparency   

PI-5. Classification of the budget B C 

PI-6. Comprehensiveness of information included in budget documentation B A 

PI-7. Extent of unreported government operations B n.a 

PI-8. Transparency of intergovernmental fiscal relations D D+ 

PI-9. Oversight of aggregate fiscal risk from other public sector entities. D+ D+ 

PI-10. Public access to key fiscal information B B 

C. BUDGET CYCLE   

C (i) Policy-Based Budgeting   

PI-11. PI-11 Orderliness and participation in the annual budget process B A 

PI-12. Multi-year perspective in fiscal planning, expenditure policy and budgeting B B+ 

C(ii) Predictability and Control in Budget Execution   

PI-13. Transparency of taxpayer obligations and liabilities C C 

PI-14. Effectiveness of measures for taxpayer registration and tax assessment C B 

PI-15. Effectiveness in collection of tax payments D n.a 

PI-16. Predictability in the availability of funds for commitment of expenditures C+ B+ 

PI-17. Recording and management of cash balances, debt and guarantees C+ C+ 

PI-18. Effectiveness of payroll controls D+ C+ 

PI-19. Competition, value for money and controls in procurement B B 

PI-20. Effectiveness of internal controls for non-salary expenditure D+ D+ 

PI-21. Effectiveness of internal audit D D 

C(iii) Accounting, Recording and Reporting   

PI-22. Timeliness and regularity of accounts reconciliation B D 

PI-23. Availability of information on resources received by service delivery units D A 

PI-24. Quality and timeliness of in-year budget reports C+ C+ 

PI-25. Quality and timeliness of annual financial statements D+ D+ 

C(iv) External Scrutiny and Audit   

PI-26. Scope, nature and follow-up of external audit D+ D+ 

PI-27. Legislative scrutiny of the annual budget law D+ D+ 

PI-28. Legislative scrutiny of external audit reports D+ D+ 

n.a = not available, PEFA = public expenditure and financial assessment, PFM = public financial management. 
Note: A rating of “A‟ corresponds to international-level practice; “B‟ to good to medium performance; “C‟ to medium to 
poor performance; and “D‟ indicates process or procedure does not exist at all or it is not functioning effectively. 
Source: Government of Bangladesh. 2016. Public Financial Management Performance Report and Public 
Expenditure and Financial Accountability. Dhaka.
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Certificate on compliance of corporate governance guidelines (30 June 2018) 
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Fixed Asset related documents or format 

 

1. PGCB’s draft format of fixed asset register 
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2.  Facility record of grid sub-station 
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3. Fixed Asset Schedule for PGCB own funded asset. 
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Organization Chart of Corporate Office of PGCB (As of April 2019) 

 

 

 

Source: PGCB 
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Qualified opinion on Audited Project Financial Statement (APFS) for Loan 2966, 3298 and 3299, for FY 2018 

APFS FY 2017-2018  

Audit observation 
Funding source 

(Amount involved, 
Tk million) 

Response of project 
authority 

Actions to be takena  

1. GoB expenditure understated 
by Tk. 23.35 lacs and PGCB 
expenditure overstated by Tk. 
23.35 lacs  

GoB/PGCB (2.3)   

2. Project authority incurred 
excess expenditure of Tk. 19.6 
million over budget provision  

Source not clear (19.6)   

    

    

 

APFS FY 2016-2017 

Audit observation 
Funding source 

(Amount involved, 
Tk million) 

Response of project 
authority 

Actions to be takena  

1. Financial statement was 
misstated due to excess shown 
in the Financial statement 
amounting to Tk 46 million. 

ADB (45.7) The difference amount of Tk46 
million is retention money. Project 
authority charged the difference 
amount/retention money to the 
works. After completion of 
contract the amount will be 
released and paid to the 
contractor as per contract 
agreement. 

Resolved. The project office has recorded 
the accounts on an accrual basis (not a cash 
basis) regarding the retention money. PGCB 
sent the corrected the APFS to ADB and 
FAPAD on March 2018.  

2. Expenditure incurred 
amounting to Tk 0.8 million 
against draftsman pay and 
allowances which is beyond 

PGCB (0.8) There is no provision of engaging 
a draftsman both in DPP and 
RDPP. As the PGCB authority 
posted a draftsman for this 
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RDPP (Revised Development 
Project Proposal) provision. 

project, a note was initiated and 
finally human resource 
department deployed him against 
sub-assistant engineer.  

3. Excess paid amounting to Tk 
0.5 million to the RANGS LTD 
for vehicles supply. As per 
contract, 10% of the contract 
value amounting Tk0.5 million 
will be paid to the supplier on 
completion of warranty period. 
But the project authority paid to 
the supplier 100% before 
completion of warranty period. 

PGCB (0.5) As per work order, RANG LTD 
will provide one year free after 
sales service and ensure 
availability of spare parts for the 
vehicle. 

 

4. Advance paid amounting to 
Tk 0.3 million to the Kustia Palli 
Bidyut Samity for boundary wall 
as Deposit work. However, the 
project authority did not collect 
adjusted voucher within the end 
of June 2017.  

PGCB (0.3) The bill of the work was paid via 
check date 07.08.2016 and was 
shown as a work in trial balance 
of the month. 
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APFS FY 2015-2016 

Audit observation 
Funding source 

(Amount involved, Tk 
million) 

Response of project authority Actions to be taken a 

Project sustained a huge loss 
amounting to Tk2,060million due 
to awarded the work the single 
bidder at a higher rate. Project 
authority accepted single tender 
for design, supply and deliver, 
installation, testing and 
commissioning of second block 
of 500MW HVDC back to back 
station and awarded work order 
to the contractor M/S Siemens 
AG Germany at a contract price 
of Euro 98 million plus 
Tk2,383million on March 2016. 
(Estimated cost in DPP was 
Tk9060million plus BDT, Tender 
price was 21% higher than the 
estimate cost) 

ADB (2,060) There are several reasons to 
increase cost 1) 7 additional items 
were not included in the DPP, 2) 
civil work materials market price, 
semi-skilled and ordinary labor 
cost and fuel cost increased. 

NA. A single technically qualified bid was 
received, evaluated and awarded in 
accordance with ADB Procurement 
Guidelines.  

Less deduction of income tax 
amounting to Tk6.7million from 
the consulting payment. Project 
authority deducted income tax of 
10% amounting Tk6.7million. 
However, as per clause 26 under 
section 2 of income tax 
ordinance 1984, income tax 
should be deducted from the 
foreign non-residence company 
like Power Grid Corporation of 
India (PGCIL) 20% amounting 
Tk13.4million. As a result, less 
deduction of income tax 
amounting Tk6.7million from 
consulting payment.  

GOB 
(6.7) 

After having the fund, project 
authority will pay the rest 
amounting of income tax to the 
government. 
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Insurance policy has not been 
issued as per contract. As per 
contract with M/S Siemen AG 
Company, contractor will provide 
an insurance policy before the 
execution of work. But the 
records proved that the 
contractor did not comply with 
any insurance policy. 

ADB(??)  Project authority will have the 
insurance policy soon 

 

Non-deduction of income tax 
from the contractor of Hanbaek 
company Ltd amounting to 
Tk5.3million. Project authority 
did not deduct income tax from 
contractor’s bill, 5% amounting 
Tk5.3million and did not deposit 
government treasury. 

GOB (5.3) “Income tax was included in the 
contract price “is ambiguous. In 
the contract, the contract price is 
mentioned that VAT on EXW is 
not included but no specific 
indication about income tax. The 
bidding document stated that the 
employer is responsible for the 
payment of such custom import 
duties, VAT and tax. Accordingly, 
the contractor submitted their bid 
price excluding the tax and VAT. 

 

Expenditure made from PGCB’s 
own resource was not shown in 
the financial statement.  

PGCB No reply Expenditure from PGCB’s own resource was 
not incurred in the FY 2015-2016.  

 

 

 


