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FINANCIAL MANAGEMENT ASSESSMENT 

A. Introduction   
 

1. In accordance with the relevant guidelines of the Asian Development Bank (ADB), a 
financial management assessment (FMA) was conducted to ensure that the executing and 
implementing agencies have the appropriate financial management systems to manage the 
proposed project’s financial resources during implementation.1 The FMA was undertaken in 
two stages, first at the country level, to understand Uzbekistan’s financial accountability 
systems, governance policies, and accounting as well as auditing procedures. The second 
stage assessed the financial management capability at the project level by focusing on the 
project’s implementing agency, Tashkent Provisional Suvokava, also referred to as TPS. In 
addition, the financial management capacity of the Communal Services Agency (CSA), the 
executing agency of the project, was reviewed. The CSA and TPS are expected to work 
closely on the financial management aspects of the project, with the former working through 
its PCU, a unit with an established track record in implementing projects funded by ADB.    
 
B. Project Description  

 
2. As a second phase to the original Tashkent Province Water Supply Development 
Project, the proposed project will extend the water supply service coverage of the Tashkent 
economic growth corridor to the south. This corridor has been earmarked as a priority for water 
supply improvements due to its relative economic importance to the province, proximity to 
regional water sources, and poor water supply and sanitation standards. The project will 
provide potable water to the two districts of Yangiyul and Chinaz, and to five settlements of 
the adjacent Zangiota district.2 In addition, the project will provide supplemental capacity 
development assistance to the Tashkent Provincial Suvokova (TPS).3 Mandated by the 
Decree of Cabinet of Ministers (DCM) No. 306, TPS was restructured in 2016 to take over the 
responsibility for managing the delivery of water supply and sewerage services in the entire 
Tashkent province as a utility operator. As part of the streamlining process, TPS absorbed 
the assets and liabilities of 19 city and district branches and assumed managerial 
responsibility for water supply and sanitation services in the whole province.   
 
3. The total estimated cost  of the project is $124.7 million. To be implemented over a  
7-year period from 2019 to 2025, the project is being planned to produce two major outputs.  
Output 1: VU-1 regional water supply system improved includes the rehabilitation of the VU-1 
groundwater wellfield and associated works, construction of 65 km of new transmission 
pipelines, 27 km of service mains, 540 km distribution networks, 22 water distribution centers, 
37 water reservoirs, and other associated works, together with the installation of 37,500 
metered household water supply connections, and 4,000 individual wastewater disposal 
systems.4 Output 2: institutional capacity strengthened will improve the financial, operational 
and system management of the TPS through implementation of (i) a capacity and corporate 
development program,5 (ii) a pilot PPP program to explore PPP opportunities in the province’s 

                                                           
1  ADB. 2005. Financial Management and Analysis of Projects, Manila.   
2 The project also includes a sanitation and hygiene program to improve decentralized wastewater systems. 
3 Driven  largely  by  the Decree of Cabinet of Ministers (DCM) No. 306 which was  enacted in October 2015, State 

Unitary Enterprises (provincial suvokavas) have been established in each province of Uzbekistan with the 
responsibility to develop and implement water supply and sanitation improvements in their respective 
jurisdictions.  In conjunction with this, previously independent district water and sanitation enterprises (suvokavas 
which are also called vodokanals) have also been restructured and absorbed as district branches into their 
respective provincial suvokavas. 

4  The term “VU-1” is the locally recognized name of the well field of the existing system. 
5 To introduce performance based management techniques; improve human resource management practices; 

strengthen information and communication technology applications; develop hydraulic modeling and SCADA 
systems; improve operations and management practices; strengthen public accountability; improve nonrevenue 

http://www.adb.org/Documents/RRPs/?id=51240-001-3
http://www.adb.org/Documents/RRPs/?id=51240-001-3
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WSS sector,6 (iii) a sanitation and hygiene program in order to strengthen TPS’ sanitation 
management capacity and to pilot decentralized wastewater system best practices, (iv) a 
geographic information system, and (v) the development of a training center for the TPS. The 
project will be financed by an ADB loan of $105.3 million from ADB’s concessional ordinary 
capital resources (OCR). The Government will contribute $19.4 million in the form of taxes 
and duties. 
 
C. Country and Sector Financial Management Risks and Issues 

 
4. ADB Country Partnership Strategy.7  ADB’s current CPS 2012 – 2016 which was  
prepared in 2011 includes a governance risk assessment at the country and sector levels. The 
assessment identified risks associated with public financial management, procurement, and 
institutional accountability and proposed relevant mitigation measures. At the country level, 
public financial management has improved, but the budget coverage is not fully 
comprehensive and development expenditures financed through external loans and grants 
are not included in the budget. To mitigate this, the government is implementing a medium-
term budgetary framework that will minimize off-budget expenditures, link overall budgeting to 
medium-term policy priorities, and improve the accounting of development spending. At the 
sector level, the single treasury account must be rolled out; tariff policy improvements for 
improved cost recovery adopted; and sector budgets made more transparent. Effective 
enforcement of the country’s anticorruption laws must be strengthened through better  
operational procedures and audit policies and capacities, both internal and external. ADB has 
committed to support government-led efforts in governance and regulatory improvements, and 
procurement reforms, at the sector level. Support for this will be provided through stand-alone 
technical assistance and by leveraging investments that address the deficiencies in sector 
institutions and their performance.  
 
5. Public Financial Management. The public financial management system of 
Uzbekistan remains centralized. It is guided by a public financial management reform program 
which has yet to be fully implemented. The key components of the program include: i) 
establishing a fully functioning uniform treasury system, (ii) adopting and implementing a 
modern, unified budget and accounting system; and (iii) introducing a medium-term budget 
framework and program budgeting. While progress has been achieved on various aspects of 
the program, a few challenges persist.  Sector planning, budgeting, and financing links need 
to be strengthened. Managing expenditure streams requires increased flexibility at the sector 
and local government. Many state-owned enterprises continue to operate inefficiently, at low-
level tariffs that eventually lead to central government subsidies. There is sufficient accounting 
personnel capacity within the country, but they have to adapt to international financial reporting 
standards (IFRS) and contemporary financial management techniques. Internal and external 
audit policies and capacities are limited, and they have to be reinforced to prevent corrupt 
practices arising from the lack of transparent monitoring and misuse of funds.    
 
6. PEFA Assessment.8 A Public Expenditure and Financial Accountability (PEFA) review 
of the country’s public sector financial management is recorded as having been prepared in 
2012 but the report is classified as non-public and is not available through the website. A 

                                                           
water management; implement training programs; and strengthen financial management, discipline and 
accountability.  

6 Including a review of public and private partnership (PPP) legislative and regulatory frameworks, identification 
and development of potential PPP initiatives and where appropriate, formulation of draft development roadmaps, 
requests for proposals (RFPs), and draft contract documentation. 

7  ADB. 2012. Country Partnership Strategy: Uzbekistan, 2012–2016. Manila. 
8  A public expenditure and financial accountability (PEFA) review uses a globally accepted methodology for 

assessing public financial management performance. It provides the foundation for evidence-based 
measurement of countries’ PFM systems. A PEFA assessment measures the extent to which PFM systems, 
processes and institutions contribute to the achievement of desirable budget outcomes.  
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country integrated fiduciary assessment (CIFA) of Uzbekistan was conducted by the World 
Bank earlier in 2011 and its recommendations were fully consistent with the long-term strategic 
PFM plan adopted by the Ministry of Finance (MOF). The plan includes mechanisms for the 
implementation of accrual-based accounting, adopting more international standards for 
accounting, the acquisition of a new government financial management information system, 
and more transparent reporting.9  
 
7. Sector PFM Achievements and Risks. The water supply sector of Uzbekistan 
appears to be insulating itself against country-risks posed by what has become a relatively 
lengthy public financial management reform process. It is in the process of a major 
transformation, largely driven by DCM No. 306, which mandates a nationwide reorganization 
of sector institutions and implementation of sector-wide management, financial, and cost 
recovery reforms.10 DCM No. 306 encompasses major legislative and regulatory reforms, 
institutional rationalization, and a renewed focus on efficiency, accountability and sustainability 
through improved cost recovery. All these augur well for both CSA and TPS, not only in terms 
of expanding and strengthening their financial management capacity, but also for their long-
term institutional sustainability. DCM No. 306 stipulates specific measures that are destined 
to further strengthen the viability and sustainability of provincial suvokavas. Firstly, it mandates 
implementation of over 40 definitive sector improvement actions, outlining the respective 
implementation mechanisms, completion dates and responsible agencies. Secondly, it 
requires the establishment of two high-level committees: one to ensure the recruitment of 
qualified management personnel for suvokavas, and the other to monitor the timely servicing 
of water sector loans of international financial institutions. Under the leadership of MOF and 
CSA, significant sector reforms are already being achieved: suvokava charters have been 
formulated, state registrations completed, business plans prepared, tariffs harmonized, asset 
inventories conducted, and skilled professional and support personnel are being recruited.  
 
D. Project-Level Financial Management Assessment and Improvements 
 

1.   Overview 
 
8. At the project level, the FMA was undertaken through a series of activities involving 
TPS, as the implementing agency, and  CSA, as the executing agency  They consisted of the 
following: (i) an interview with the senior management and chief accountant of TPS, (ii) an 
assessment of their accounting and reporting systems and resources, internal and external 
auditing, fund disbursement, and information systems, (iii) a review of their 2015-2017 
financial statements, 11 and (iv)  and interview of the financial management staff of CSA. The 
accomplished financial management assessment questionnaire used in the FMA is in 
Appendix 1 of this report.   
 

1. Assessment Findings and Conclusions 
 
9. Strengths.  The FMA concluded that in general, the officers and staff of TPS have 
adequate knowledge and skills in project management, financial management, financial 
analysis, management accounting, and construction supervision. The company’s financial 
policies and procedures, monitored through MOF auditors, were deemed sufficiently 
appropriate for the financial management of the project. Its finance and accounting department 
is adequately staffed and its accounting system allows for adequate recording of financial 

                                                           
9  World Bank. 2011.  Republic of Uzbekistan: Country Integrated Fiduciary Assessment. Washington, D.C., USA.  
10  Decree 306—On measures to implement the main directions of development of the organizations of water supply 

and sanitation—enacted by the Cabinet of Ministers on 30 October 2015.   
11  The financial management assessment was conducted in accordance with ADB’s Guidelines for the Financial 

Governance and Management of Projects Financed by the Bank (2002) and ADB’s Financial Management 
Guidelines Technical Note (2015). The instrument used for the assessment was ADB’s standard financial 
management assessment questionnaire.   
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transactions, strictly adhering to national decrees and MOF circulars. Within the accounting 
office, functional responsibilities are allocated.12 The functions of ordering, receiving, 
accounting for and paying for goods and services are also allocated taking into account the 
limitations posed by the small number of personnel.  

 
10. The TPS has upgraded to the latest version of the standard ‘1C’ Russian accounting 
software program which is regularly updated at their request. Transactions are properly 
controlled, prepared by the accounting staff and countersigned by the chief accountant and 
director.  Cost allocations are accurate and consistent with established agreements. Ledgers, 
both general and subsidiary are reconciled monthly, and timely actions are taken to resolve 
differences.  Documents are stored on site for up to three years after which they are archived 
and readily accessible. The audit report for 2015 do not state any significant or unresolved 
findings.  No audit has been done for 2016 and for 2017 but are planned for this year under 
the direction of the Ministry of Housing and Communal Services (MHCS).  

 
11. The chief accountant and director are the only authorized bank account signatories, 
and an up-to-date cashbook is maintained. Balances are checked daily, and all reconciling 
items are approved and recorded.  Controls are in place for unused checks, USB keys and 
passwords, official receipts and invoices.  

 
12. Measures are in place to protect assets from abuse, fraud and waste. A fixed asset 
register is maintained and updated monthly, subsidiary records of assets are maintained, and 
periodic inventories implemented. Assets are only rarely disposed of. Apart from compulsory 
insurance for employees and vehicles, insurance is not provided.  All assets are included in 
an asset register, which shows the original purchase price, book value, accumulated 
depreciation and depreciation rate.  

 
13. Recent Reforms Affecting Tariff Billing and Collection. Presidential Decree No. 
UP-5059 “On Further Measures for Strengthening Payment Discipline in Supply and 
Consumption of Electric Power and Natural Gas, and On Fundamental Reform of Collection 
Administration” issued on 29 May 2017 stipulated the creation of the Bureau of Enforcements 
under the General Prosecutor's Office (the Bureau). Presidential Decree No. PP-3016 issued 
on 30 May 2017 “On Organization of Activity of the Bureau Enforcements under the General 
Prosecutor's Office of the Republic of Uzbekistan” further directed that the bureau would be 
an independent law enforcement agency under the auspices of the General Prosecutor’s 
Office.  The head of the bureau would appointed by the President of Uzbekistan.   
 
14. The bureau’s mandate was expanded by Presidential Decree No. UP-5241 issued on 
16 November 2017 “On Measures of Cardinal Reformation of Payment Discipline in Water 
Supply and Sanitation Services” to include the following:   

(i) Exposing and preventing illegal connections and usage of services; 
(ii) Ensuring full and timely connection on rendered services and accounts receivable. 
(iii) Monitoring processes of implementation of management information systems for 

accounting and control of water consumption. 
 

15. The Decree UP-5241 required utilities within two months of the date of the decree to 
lay off their collection officers, with transfer of collection functions to the bureau13.  
Respectively, the bureau became the sole institution entrusted with billing and collection for 
all communal services, making it de factor the centralized collection agency.  Implementation 

                                                           
12  Including (i) authorization to execute a transaction; (ii) recording of the transaction; (iii) custody of assets involved 

in the transaction; and (iv) reconciliation of bank accounts and subsidiary ledgers.   
13 According TPS documents, the summary staffing for the enterprise was reduced from 2808 units to 2750 units. 

Savings in current wages amounted to about 638.8 million UZS (or about 79 thousand USD) on annual basis 
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of this policy reform is at a relatively early stage, and with many procedures and instructions 
yet to be established, the ultimate impact of these reforms on TPS remains undetermined.   
 

2. Financial Management Risk Assessment 

 
16. The overall pre-mitigation financial management risk rating of TPS remains 
substantial, the same rating it received under the FMA conducted for the first Tashkent 
Province Water Supply Development Project (TPWSDP). However, this rating is  expected to 
be reduced to moderate after sufficient training and experience has been acquired by its staff 
under the ongoing TPWSDP. The substantial financial management risk rating for TPS  
remains because  (i) it is in the early stage of implementing the ADB -financed TPWSDP and 
still has relatively limited experience as an implementing agency with financial management 
responsibilities for project funds; (ii) adjustments are necessary to its accounting, budgeting, 
auditing, and reporting systems for the project’s financial management; and (iii) its staff has 
yet to receive training on ADB’s loan disbursement policies and procedures from CSA under 
the ongoing TPWSDP. The TPS does not have experience in the management of 
disbursements from ADB, or adequate administrative or accounting stock knowledge to 
manage an advance fund and the statement of expenditure (SOE) procedures in accordance 
with ADB’s Loan Disbursement Handbook. Although TPS’s financial statements and reports 
are available quarterly,14 these reports will have to be modified for the reporting requirements 
of the project.15 The financial management and internal control risk assessment conducted for 
TPS is summarized in Table 1 below.   

 
Table 1.  Financial Management Internal Control and Risk Assessment 

Risk 
Category/Description 

Risk 
Assessment 

Risk Description Remarks/ Mitigation Measures 

Implementing Entity Moderate Failure or delays in reporting  
suspected fraud, waste or 
misuse of project resources or 
assets. 

Monitor and report any occurrence of any  
suspected fraud, waste or misuse of project 
funds as covered by financial management 
policies and procedures.  

    

Funds Flow Substantial 
 

Misunderstanding of ADB 
guidelines on disbursement and 
withdrawal of loan proceeds. 

Inability to set up and manage 
the project advance account in 
accordance with ADB policies 

 

Close coordination with ADB and the 
project consultants will be undertaken to 
ensure that ADB guidelines are followed. 

TPS and the new staff of CSA will need 
training on ADB disbursements and 
utilization of the advance account since 
they will be involved in processing the 
documents to support the ADB loan 
withdrawal applications, use and 
management of advance account and sub-
accounts.  

Staffing Substantial The TPS staff performing 
financial management functions 
are not adequate and lack 
training and have insufficient 
knowledge and understanding of 
ADB’s disbursement policies 
and procedures. 

Engage PCU consultants knowledgeable on 
ADB financial management systems and 
procedures during the first year of project 
implementation in addition to training on 
ADB’s procurement and disbursement 
processes. 

                                                           
14  Some of these reports are prepared utilizing information from the 1C accounting program, while some are 

preparing manually in Excel.  They compare actual expenditures with budgeted and programmed allocations, 
and are utilized by management. 

15  Capacity development will be provided to cover the needs for report preparation. It is also possible to include 

the report generation function in the updating of the electronic C1 accounting system used by TPS. 
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Risk 
Category/Description 

Risk 
Assessment 

Risk Description Remarks/ Mitigation Measures 

Accounting Policies 
and Procedures   

Moderate Limited ability of TPS to record 
financial transactions properly 
and to submit reports promptly 
in the format required by the 
government and ADB. Entity 
accounting systems do not 
incorporate project-specific 
accounting and financial 
reporting requirements.    

Configure the I-C accounting system of TPS 
and the CSA to incorporate project-specific 
accounting and financial reporting and 
monitoring requirements.  

Budgeting Moderate Poor preparation  of realistic 
budgets leading to significant 
variations between planned and 
actual utilization of project 
resources. TPS budget 
preparation will help secure the 
necessary  counterpart funds for 
the project.   

Prepare project budget and financial targets 
in accordance with the relevant government 
and ADB guidelines The Government’s 
counterpart fund is in the form of tax 
contributions and adequate technical 
support and  training is needed to ensure 
that these counterpart contributions are 
secured on time and in the appropriate 
amounts.  

Monitor physical and financial progress and 
report significant deviations from the budget 
promptly  
 

   

Payments Substantial Significant payment delays due 
to a lack of understanding of the 
policies and procedures 
governing direct payments and 
payments through the advance 
account. 

Implement a capacity building program for 
TPS/ PCU to help them develop an efficient 
payment and disbursement system. 

Internal audit   Moderate Delays in the preparation and 
submission of accurate and well-
prepared project financial 
statements and audit reports   

Engage a project consultant who can 
configure the project accounting system 
that links with TPS’ accounting system and 
who can effectively train TPS personnel on 
the system   

External audit Substantial The Government has limited 
capacity for external audit of the 
project financial statements and 
the TPS entity financial 
statements. This will likely delay 
the submission of the audited 
project and entity level financial 
statements which will be 
required by the loan agreement.  
  

The TPS 2016-2018 financial statements 
must be audited prior to the start of project 
implementation.  
 
For the project implementation period from 
2019-2025,  the project will fund the 
external audits of the project statements to 
be able to comply with ADB’s audit 
requirements. Arrangements will be made 
by the TPS and PCU for the annual external 
audits of the project financial statements 
and the entity financial statements TPS.   

Reporting and 
Monitoring.  

Substantial Audited financial reports are not 
prepared accurately and 
promptly in accordance with the 
requirements of the government 
and ADB  in accordance to  
international public accounting 
standards. 

The accounting system of the TPS/PCU to  
be configured immediately at the start of the 
project to meet the  financial reporting and 
monitoring requirements of the Government 
and ADB.   

Management 
Information systems 

Substantial Information systems lack 
appropriate safeguards and 
confidentiality. 

The project accounting system to be 
configured  by the PCU with support from a 
project financial management consultant 
should be compatible with the entity 
accounting system and should have 
features which safeguard and secure the 
confidentiality and integrity of the data in the 
system.  
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Risk 
Category/Description 

Risk 
Assessment 

Risk Description Remarks/ Mitigation Measures 

Combined Risk 
Rating  

Substantial The overall financial 
management risk rating of TPS 
remains Substantial but is 
expected to be reduced to 
Moderate after sufficient training 
and experience has been 
acquired by its accounting staff 
under the ongoing Tashkent 
Province Water Supply 
Development Project 
(TPWSDP). .  

Under the overall supervision of the CSA, 
financial management consultants and 
training will be made available to TPS to 
support its project financial management 
activities.  Training on ADB procedures for 
loan disbursement, withdrawal applications 
and the use of an advance account prior to 
project start will be conducted at project 
start up and in accordance with an agreed 
training program throughout the project 
duration.  

 

3.   Risk Mitigation Strategies:  Financial Management Action Plan 
 

17. The substantial financial management risk will be mitigated under the project with the 
CSA providing supervision and guidance to the TPS. The CSA has the necessary experience 
in implementing water supply and sanitation projects funded by ADB, World Bank, and other 
international financial institutions. It has amassed considerable experience in   rehabilitation, 
upgrading, and management of water supply infrastructure facilities and projects since its 
inception in 2008. Currently, three PCUs are operated by CSA, one of which is dedicated to 
the implementation of ADB-funded projects.   

 
18. State agencies are not required to undergo external auditing but because of its role as 
the executing agency of foreign funded projects, the CSA is audited annually by an 
independent external auditor as a requirement of the ADB loan. External auditors are hired 
through a selection process that is in accordance with ADB requirements. The external 
auditors are licensed by the state authorities and are required to apply international auditing 
standards. The external audit reports of CSA for the last three years (2014 – 2016) did not 
highlight any major issues and in the auditor’s opinion the financial statements of CSA were 
“a true and fair view of its financial situation.” Its financial and business transactions meet the 
requirements of accounting legislation of the Republic of Uzbekistan.16 

 
19. Under the overall supervision of the CSA, financial management consultants and 
training will be made available to the financial management staff of TPS to support its project 
financial management activities.  The action plan for TPS and CSA comprising time-bound 
initiatives to mitigate the financial management risks identified by the FMA is summarized in 
Table 2 below.       
 

 Table 2:  Financial Management Action Plan  

 Risk Description Risk Action Item Period Responsibility 

1 Implementing Entity. 
Failure to report 
suspected fraud, 
waste or misuse of 
project resources or 
asset 

Moderate 

Prepare compliance 
reports with financial 
management policies 
and procedures.  

Quarterly, beginning 
Q4, 2019 

Ministry of Finance 
through mandatory 
external audits 

Prepare monitoring 
reports on suspected 
fraud, waste or misuse 
of project resources or 
assets. 

Quarterly, beginning Q4 
2019 

Compliance Unit 
within TPS and the 
PCU 

2 Funds Flow. 
Misunderstanding of 
ADB guidelines on 

Substantial 
Closely coordinate with 
ADB and the project 
consultants to ensure 

Immediately, by Q4 
2019 and throughout 
project implementation 

CSA/PCU/TPS 

                                                           
16  However, a recent assessment by ADB of the audit process for the consolidated entity and project financial 

statements relating to the disbursement of funds from earlier MFF tranches highlighted some deficiencies which 
are currently being addressed.  
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 Risk Description Risk Action Item Period Responsibility 

disbursement and 
withdrawal of loan 
proceeds 
 
 
 
Inability to set up and 
manage the project 
advance account in 
accordance with ADB 
policies 

that ADB guidelines are 
followed. 

Substantial 

Provide relevant training 
on financial 
management and 
handling of ADB 
disbursements as well 
on the use and 
management of project 
advance accounts and 
sub-accounts. 

Immediately upon 
commencement of 
project implementation 
by Q4 2019 and in 
accordance with an 
agreed on-the-job 
training work plan 
throughout project 
implementation 

ADB/ 
TPS/CSA/PCU 

3 Staffing. Adequacy of 
TPS staff and their 
lack of training on 
ADB disbursement 
policies and 
procedures 

Substantial 

Under the first 
TPWSSDP, ensure that 
TPS financial 
management staff are 
engaged and trained on 
ADB disbursement 
policies and procedures 

By Q3 2018 
ADB/TPS/CSA/PCU 
 

  

 

Under the second 
TPWSSDP, continue 
with strengthening the 
capacity of the financial 
management staff  by 
developing and 
adhering to an agreed 
training program  

Q3 2019, and 
throughout project 
implementation in 
accordance with an 
agreed on-the- job 
training work program  

CSA/PCU/TPS 

4 Accounting. Limited 
ability  to record 
financial transactions 
properly and to 
submit reports 
promptly in the format 
required by the 
government and ADB 

Moderate 

Configure, with the help 
of project consultants, 
the accounting systems 
of CSA and TPS, which 
use the latest version of 
1-C, for the project and 
its reporting 
requirements 

 
 
 
 
 
By Q4, 2019 
 
 
 
 
 
 
 
 
By Q1, 2019 

 
 
 
ADB/MOF/CSA 
PCU/TPS 
 
 
 
 
 
 
 
 
ADB/MOF/CSA 
PCU/TPS 

Under the first 
TPWSSDP, prepare and 
finalize a financial 
management manual  
incorporating the 
requirements of both 
Government and ADB 

5 Budgeting. Poor 
budget preparation 
leading to significant 
variations between 
planned and actual 
utilization of project 
resources 

Moderate 

Prepare project budget 
and financial targets in 
accordance with the 
relevant government 
and ADB guidelines 

By Q4 2019 and 
annually thereafter in 
accordance with 
government’s budget 
preparation cycle 

CSA/PCU 

Monitor physical and 
financial progress and 
report significant 
deviations from the 
budget promptly  
 

Quarterly, beginning Q4 
2019 

CSA/PCU/TPS 

6 Payments. Significant 
payment delays due 
to a lack of 
understanding of the 
policies and 
procedures governing 
direct payments and 
payments through the 
advance account 

Substantial 

Develop and implement 
a capacity building 
program for TPS/ PCU 
to help them design an 
efficient payment and 
disbursement system for 
the project.    

By Q1 2020 and as 
necessary in 
accordance with the 
capacity building 
program 

ADB/CSA/PCU/TPS 

7 Internal audit. Delays 
in the preparation 

Moderate 
Engage a project 
consultant who can 

By Q1 2020 and as 
necessary in 

ADB/CSA/PCU/TPS 
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 Risk Description Risk Action Item Period Responsibility 

and submission of 
accurate and well 
prepared project 
financial statements 
and audit reports   

effectively configure 1-C 
for an automated project 
accounting system that 
links CSA’s and TPS’s 
accounting system and 
who can effectively train 
CSA and TPS personnel 
on the system   

accordance with the 
capacity building 
program 

8 External Audit. 
Audited financial 
reports are not 
prepared accurately 
and promptly in 
accordance with the 
requirements of the 
government and ADB  

Substantial 

The TPS financial 
statements for 2016-
2018 should be audited 
in accordance with the 
national laws of 
Uzbekistan and by an 
independent auditor 
acceptable to ADB.  

TPS 2016-2017 
financial statements by 
Q4, 2018; TPS 2018 
financial statements by 
Q1 2019 

TPS/CSA/PCU 

Audited project financial 
statements and entity 
financial statements for 
TPS to be undertaken in 
accordance with the 
International Standards 
on Auditing and  
submitted yearly to ADB  

Annually from project 
start, by  Q2 of the 
following year (2020) 
through to the end of 
the project Q2, 2026.  

ADB/TPS/CSA/PCU 

9 Information systems. 
Information systems 
lack appropriate 
safeguards and 
confidentiality. 

Substantial 

Produce reports through 
I-C which has been 
configured for the 
project’s requirements 

Quarterly throughout 
project implementation , 
beginning Q4 2019 

TPS/PCU/CSA 

Install features to 
regularly backup the 
project accounting 
system and to provide 
security measures to 
ensure confidentiality 
and integrity of data in 
the systems.  

By Q1 2020 and as 
necessary  

TPS/PCU/CSA 

 

E. Disbursement 
 
20. The ADB Loan proceeds  will be disbursed in accordance with ADB’s Loan 
Disbursement Handbook (June 2017, as amended from time to time)17, and detailed 
arrangements agreed upon between the government and ADB. Online training for project staff 
on disbursement policies and procedures is available18. Project staff members are encouraged 
to avail themselves of this training to help ensure efficient disbursement and fiduciary control. 
 
21. Disbursement Arrangements for ADB. The various procedures to be used are 
briefly summarized below: 
 

i. Direct payment. For civil works, equipment and consulting services, subject to 
the minimum value per withdrawal application described in the Loan 
Disbursement Handbook. 
 

ii. Commitment Procedure. For the financing of imported goods and equipment.  
 

iii. Advance Fund. For individual payments below the minimum value per 
withdrawal application described in the Loan Disbursement Handbook 

                                                           
17  Available at: www.adb.org/documents/loan-disbursement-handbook 
18  Disbursement eLearning. http://wpqr4.adb.org/disbursement_elearning  

http://wpqr4.adb.org/disbursement_elearning
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including the incremental recurrent costs for the PCU, etc. The Statement of 
Expenditure procedure will be followed for liquidation of advance account 
advances, subject to a ceiling of $100,000 per payment. 
 

22. The PCU will be responsible for preparing contract awards and disbursement 
projections, requesting budgetary allocations for counterpart funds, collecting supporting 
documents and preparing all withdrawal applications to ADB.  

 
23. Advance Fund Procedure. To facilitate project implementation through the timely 
release of loan proceeds, TPS will establish an advance account promptly after loan 
effectiveness at a commercial bank acceptable to ADB. The advance account will be 
established, managed, and liquidated in accordance with ADB’s Loan Disbursement 
Handbook and detailed arrangements agreed by the government and ADB.  The advance 
account is to be used exclusively for ADB’s share of eligible expenditures. The currency of the 
advance account will be in USD. TPS, which established the advance account in its name, is 
accountable and responsible for the proper use of advances to the advance account including 
advances to the sub-accounts. TPS will be responsible for managing, replenishing, and 
liquidating the advance account. All withdrawals from the advance account will require 
signatures from both CSA and TPS.  
  
24. The outstanding advance of the advance account will not at any time exceed the 
estimated ADB financed expenditures to be paid from the advance account for the forthcoming 
6 months. TPS may request for the initial and additional advances to the respective advance 
account based on an Estimate of Expenditure Sheet19 setting out the estimated expenditures 
to be financed through the respective advance account for the forthcoming 6 months. 
Supporting documents should be submitted to ADB or retained by the borrower (TPS) in 
accordance with ADB’s Loan Disbursement Handbook when liquidating or replenishing the 
advance accounts.  

 
25. Sub-account under the Advance Account. A separate sub-account will be 
established in local currency, and maintained by PCU, to finance the land acquisition 
resettlement costs (if necessary), incremental recurrent costs of PCU’s operations (including 
PCU staff salaries, withholding tax and social charges on PCU staff salaries).  The sub-
account is to be used exclusively for ADB’s share of eligible expenditures.  PCU should ensure 
that every liquidation and replenishment of each sub-account is supported by sufficient 
documentation in accordance with ADB’s Loan Disbursement Handbook. The outstanding 
advance of the sub-account shall not exceed the equivalent of the PCU’s 3 months estimated 
expenditure. 
 

i. The PCU shall submit full documentation to the TPS for monthly liquidations, 
together with a bank statement (within 7 days after the month end); 

ii. The request for replenishment should be accompanied by an estimate of 3 
months expenditure. 
 

26. Statement of Expenditures (SOE) 20. The SOE procedure may be used for the 
reimbursement of eligible expenditures or the liquidation of advances to the advance accounts. 
The ceiling of the SOE procedure is the equivalent of $100,000 per individual payment. 
Supporting documents and records for expenditures claimed under the SOE should be 
maintained and made readily available for review by ADB's disbursement and review 
missions, upon ADB's request for submission of supporting documents on a sampling basis, 

                                                           
19 Estimate of Expenditure sheet is available in Appendix 8A of ADB’s Loan Disbursement Handbook (2017, as 

amended from time to time),  
20  SOE forms are available in Appendix 7B and 7D of ADB’s Loan Disbursement Handbook (2017, as amended 

from  time to time). 
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and for independent audit. Reimbursement and liquidation of individual payments in excess of 
the SOE ceiling should be supported by full documentation when submitting the withdrawal 
application to ADB. TPS and the borrower will be responsible for ensuring that SOEs are 
operated in accordance with ADB's requirement. 
 
27. Before the submission of the first withdrawal application, the MOF should submit to 
ADB sufficient evidence of the authority of the person(s) who will sign the withdrawal 
applications on behalf of the borrower, together with the authenticated specimen signatures 
of each authorized person. The minimum value per withdrawal application is set in accordance 
with the Loan Disbursement Handbook. Individual payments below this amount should be paid 
(i) by the EA/IA and subsequently claimed from ADB through reimbursement; or (ii) by 
advance fund procedure, unless otherwise accepted by ADB. The borrower should ensure 
sufficient category and contract balances before requesting disbursements.   
 
F. Accounting 

28. The TPS will maintain, or cause to be maintained, separate books and records by 
funding source for all expenditures incurred on the project following accrual-based accounting 
following the equivalent national accounting standards. The TPS will prepare project financial 
statements in accordance with the government's accounting laws and regulations which are 
consistent with international accounting principles and practices. 
 
G. Auditing and Public Disclosure 

29. The TPS will cause the detailed project financial statements to be audited in 
accordance with International Standards on Auditing by an independent auditor acceptable to 
ADB. The audited project financial statements (APFS) together with the auditor’s opinion will 
be presented in the English language to ADB within 6 months from the end of each fiscal year 
by the TPS.  
 
30. The audited entity financial statements of TPS (AEFS), together with the auditor’s 
report and management letter, will be submitted in the English language to ADB within 1 month 
after their approval by the relevant authority for each financial year. The audit report for the 
entity financial statements shall include an auditors’ opinion on whether the borrower or 
executing agency was in compliance with the financial covenants contained in the legal 
agreements. 
 
31. The audit report for the project financial statements will include a management letter 
and auditor’s opinions, which cover (i) whether the project financial statements present an 
accurate and fair view or are presented fairly, in all material respects, in accordance with the 
applicable financial reporting standards; (ii) whether the proceeds of the loan were used only 
for the purpose(s) of the project. 
 
32. Compliance with financial reporting and auditing requirements will be monitored by 
review missions and during normal program supervision, and followed up regularly with all 
concerned, including the external auditor.  

 
33. The government and TPS have been made aware of ADB’s approach to delayed 
submission, and the requirements for satisfactory and acceptable quality of the audited project 
financial statements.21 ADB reserves the right to require a change in the auditor (in a manner 

                                                           
21 ADB’s approach and procedures regarding delayed submission of audited project financial statements:  

(i) When audited project financial statements are not received by the due date, ADB will write to the executing 
agency advising that (a) the audit documents are overdue; and (b) if they are not received within the next 
6 months, requests for new contract awards and disbursement such as new replenishment of advance 
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consistent with the constitution of the borrower), or for additional support to be provided to the 
auditor, if the audits required are not conducted in a manner satisfactory to ADB, or if the 
audits are substantially delayed. ADB reserves the right to verify the project's financial 
accounts to confirm that the share of ADB’s financing is used in accordance with ADB’s 
policies and procedures.  

 
34. Public disclosure of the audited project financial statements, including the auditor’s 
opinion on the project financial statements, will be guided by ADB’s Public Communications 
Policy 2011.22 After the review, ADB will disclose the audited project financial statements and 
the opinion of the auditors on the project financial statements no later than 14 days of ADB’s 
confirmation of their acceptability by posting them on ADB’s website. The management letter, 
additional auditor’s opinions, and audited entity financial statements will not be disclosed.23  

 
 

 

 

 

                                                           
accounts, processing of new reimbursement, and issuance of new commitment letters will not be 
processed. 

(ii) When audited project financial statements are not received within 6 months after the due date, ADB will 
withhold processing of requests for new contract awards and disbursement such as new replenishment 
of advance accounts, processing of new reimbursement, and issuance of new commitment letters. ADB 
will (a) inform the executing agency of ADB’s actions; and (b) advise that the loan may be suspended if 
the audit documents are not received within the next 6 months. 

(iii) When audited project financial statements are not received within 12 months after the due date, ADB may 
suspend the loan. 

22 Public Communications Policy:  http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications 
23  This type of information would generally fall under public communications policy exceptions to disclosure. ADB. 

2011. Public Communications Policy. Paragraph 97(iv) and/or 97(v).  

http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
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Appendix 1 

 

Financial Management Assessment Questionnaire 

Tashkent Provincial Suvokova  

 

Topic Response Potential 

Risk Event 1.    Executing / Implementing Agency   

1.1      What is the entity’s legal status  and 

registration? 

Initially established in 2015 as a limited liability corporation but was restructured 

and registered in 2016 as a state unitary enterprise (SUE).   

 

1.2      How much equity (shareholding) is  owned by 

the Government? 

100% owned by the government  

1.3 Obtain the list of beneficial owners of major 

blocks of shares (non-governmental portion), 

if any. 

n.a.  

1.4 Has the entity implemented an externally-

financed project in the past? If yes, please 

provide details. 

TPS is currently the implementing agency (IA) for the ADB-financed Tashkent 

Province Water Supply Development Project. 

 

1.5 Briefly describe the statutory reporting 

requirements for the entity. 

 

 

Quarterly, half-yearly and yearly reports to the State Committee for 

Privatisation, Demonopolization and Development of Competition (formerly 

State Property Management Cmte), MOF, Tax Committee, and State 

Statistics Committee. They are not formally required to report to CSA.  

 

1.6 Describe the regulatory or supervisory 

agency of the entity. 

TPS used to be under the Hokimiyat of the Tashkent Province but is now under 

the Ministry of Housing and Communal Services (MHCS) 

 

1.7 What is the governing body for the 

project? Is the governing body for the 

project independent? 

CSA will be the executing agency (EA) for the project with its existing PCU as the 

coordinating unit. CSA will be responsible for, among others, procurement, 

contract management, financial management, project administration, and 

safeguards compliance and reporting. TPS will be the implementing agency (IA) 

for the project, with its strategic development department as the implementation 

unit. TPS will be the employer in all contracts under the project; owner of all 

facilities constructed and rehabilitated; holder of the advance account; and 

responsible for the preparation of the TPS’ financial statements. CSA and the TPS 
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Topic Response Potential 

Risk Event will jointly report to the Interdepartmental Council, the oversight body that will 

provide strategic guidance and make policy level decisions during project 

implementation. 

1.8       Obtain current organizational structure and 

describe key management personnel. Is the 

organizational structure and governance 

appropriate for the needs of the project? 

See attached chart.   

1.9      Does the entity have a Code of Ethics in 

place? 

There is a code of ethics embedded in all the contracts signed by TPS staff.  

1.10   Describe (if any) any historical issues or 

reports of ethics violations involving the entity 

and management. How were they addressed?  

None reported so far.      Ethics violations involving the   

entity and management.   

2.   Funds Flow Arrangements   

2.1 Describe the (proposed) project funds 

flow arrangements in detail, including a 

funds flow diagram and explanation of 

the flow of funds from ADB, government 

and other financiers, to the government, 

EA, IA, suppliers, contractors, ultimate 

beneficiaries, etc. as applicable. 

The IA will receive and verify claims for payments from contractors, suppliers and 

service providers. The PCU will consolidate and approve the requests for payment 

and will forward request for disbursement to ADB. ADB will pay the suppliers, 

service providers and contractors via direct payment. An advance account will be 

established by TPS through the Borrower in a bank acceptable to ADB for smaller 

items of expenditure of the PCU and the payment of staff salaries and office 

operating costs. The Borrower will be responsible for implementing the project 

according to the loan agreement and other agreements. For its part, ADB will 

monitor the project and review its progress to ensure that the loan and co-financing 

proceeds are spent as agreed upon.  The repayment will be channeled through the 

MOF. See attached chart.  

   Lack of coordination between 

the EA and the IA in processing 

payments to suppliers, service 

providers and contractors 

resulting in delays.   

  

2.2      Are the (proposed) arrangements to transfer 

the proceeds of the loan (from the government 

/ Finance Ministry) to the entity and to the end-

recipients satisfactory? 

Yes  

2.3     Are the disbursement methods appropriate? Yes  

2.4      What have been the major problems in the 

past involving the receipt, accounting and/or 

administration of funds by the entity? 

None so far.    
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Topic Response Potential 

Risk Event 2.5     In which bank will the Imprest Account (if 

applicable) be established? 

Ipotekabank which is used for other ADB-funded projects  

2.6     Is the bank in which the imprest account is 

established capable of − 

    Executing foreign and local currency 

transactions? 

    Issuing and administering letters of credit 

(LC)? 

    Handling a large volume of transaction? 

  Issuing detailed monthly bank 

statements promptly? 

Yes.  

2.7 Is the ceiling for disbursements from the 

imprest account and SOE 

appropriate/required? 

Yes. A ceiling of $100,000 for individual payments under the  SOE procedure has 

been established.   

 

2.8 Does the (proposed) project implementing unit 

(PIU) have experience in the management of 

disbursements from ADB? 

  CSA which is the EA for the Tashkent Province Water Supply Development  

Project (TPWSDP) has the experience. 

  TPS – Not yet but will soon have since it is the IA for the first TPWSDP.   

Lack of understanding or 

misunderstanding of ADB 

disbursement procedure.  

Requires training ASAP.  

2.9 Does the PIU have adequate administrative 

and accounting capacity to manage the 

imprest fund and statement of expenditure 

(SOE) procedures in accordance with ADB’s 

Loan Disbursement Handbook (LDH) Identify 

any concern or uncertainty about the PIU’s 

administrative and accounting capability which 

would support the establishment of a ceiling on 

the use of the SOE procedure. 

   PCU in CSA – Yes it has adequate and administrative capacity.   

 

   TPS – has 4 staff at the Central Accounting Division comprising a chief 

accountant, a deputy chief accountant, and 2 specialists.  At each branch 

level, it has 2-4 accounting  staff depending on the size of the branch 

operations. They have not received training on ADB’s LDH but expect to 

be trained under the TPWSDP soon.   

 

2.10    Is the entity exposed to foreign exchange 

risk? If yes, describe the entity’s policy and 

arrangements for managing foreign 

exchange risk. 

 

Yes, TPS will be exposed to foreign exchange risk on the debt servicing and 

repayment of the US dollar-denominated ADB loan.   

Foreign exchange risk may not 

be adequately managed by the 

EA/IA.   

2.11    How are the counterpart funds accessed? The Government’s counterpart contribution will be taxes in the form of 

exemptions which will be deducted from the suppliers’ and contactors’ invoices .   
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Topic Response Potential 

Risk Event 2.12    How are payments made from the counterpart 

funds? 

n.a.  

2.13    If project funds will flow to communities or 

NGOs, does the PIU have the necessary 

reporting and monitoring arrangements and 

features built into its systems to track the use 

of project proceeds by such entities? 

n.a.  

2.14    Are the beneficiaries required to contribute to 

project costs? If beneficiaries have an option 

to contribute in kind (in the form of labor or 

material), are proper guidelines and 

arrangements formulated to record and 

value the labor or material contributions at 

appraisal and during implementation? 

Not yet decided, but highly  

unlikely. Possibly households may be asked to contribute to the cost of 

connection to the network and the water meters. 

 

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

organizational structure of the accounting 

department? Attach an organization chart. 

See attached chart. 

The Accounts Dept has four staff: Chief Accountant, Deputy Accountant, Sales 

Accountant, and Materials Accountant/ Cashier 

 

3.2 Will existing staff be assigned to the 

project, or will new staff be recruited? 

New accounting staff are being recruited for the first TPWSDP.  They will be used 

until  the volume of transactions  for the first and second  TPWSDP projects 

warrant additional staff.   

 

3.3 Describe the existing or proposed project 

accounting staff, including job title, 

responsibilities, educational background and 

professional experience. Attach job 

descriptions and CVs of key existing 

accounting staff. 

   

See attached chart. 

The Accounts Dept has four staff: Chief Accountant, Deputy Accountant, Sales 

Accountant, and Materials Accountant/ Cashier 

  

 

3.4 Is the project finance and accounting function 

staffed adequately? 

Yes, for their current responsibilities. Staff have secondary school education with 

additional training and capacity building. 
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Topic Response Potential 

Risk Event 
3.5 Are the project finance and 

accounting staff adequately 

qualified and experienced? 

No. They need more training on the various aspects  of financial management 

particularly for ADB-financed projects.  

 

3.6      Are the project finance and accounting staff 

trained in ADB procedures, including the 

disbursement guidelines (i.e., LDH)? 

No. But under TPWSDP, the  finance and accounting staff of TPS will receive the 

necessary training soon.   

 

3.7 What is the duration of the contract with 

the project finance and accounting staff? 

Current staff have permanent contracts but new staff recruited for the project will 

have a fixed contract for the duration of the project 

 

3.8 Identify any key positions of project finance 

and accounting staff not contracted or filled 

yet, and the estimated date of 

appointment. 

The position of Deputy Chief accountant is vacant.   

3.9     For new staff, describe the proposed project 

finance and accounting staff, including job title, 

responsibilities, educational background and 

professional experience. Attach job 

descriptions. 

Job descriptions are being prepared.   

3.10    Does the project have written position 

descriptions that clearly define duties, 

responsibilities, lines of supervision, and 

limits of authority for all of the officers, 

managers, and staff? 

None yet.  

3.11    What is the turnover rate for finance and 

accounting personnel (including 

terminations, resignations, transfers, etc.)? 

Very low. Most staff have been in post for more than 10 years.  

The Chief Economist has held his position for 15 years.   

 

3.12    What is training policy for the finance and 

accounting staff? 

Used to be very limited at only one staff member (from the Accountant and 

Economist Departments) per year for each training course.  With the move to 

MHCS, they have been receiving more training.   
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Topic Response Potential 

Risk Event 
3.13    Describe the list of training programs 

attended by finance and accounting staff 

in the last 3 years. 

Local training organized by the Governorship and training under MHCS.   

4.    Accounting Policies and Procedures   

4.1 Does the entity have an accounting system 

that allows for the proper recording of project 

financial transactions, including the allocation 

of expenditures in accordance with the 

respective components, disbursement 

categories, and sources of funds (in particular, 

the legal agreements with ADB)? Will the 

project use the entity accounting system? If 

not, what accounting system will be used for 

the project? 

They use the standard IC Russian accounting software program, an old version. 

They haven’t had sufficient funds to update the software but plan to update the 

software for all branches by the end of 2016. 

 

4.2 Are controls in place concerning the 

preparation and approval of transactions, 

ensuring that all transactions are correctly 

made and adequately explained? 

Yes. The accounts staff prepares the transactions. Big payments need the 

approval of the local government (Provincial Hokiminat), but only infrequently. The 

usual payments are countersigned by the Chief accountant and the Director 

(Chairman). 

 

4.3 Is the chart of accounts adequate to  properly 

account for and report on project activities and 

disbursement categories? Obtain a copy of the 

chart of accounts. 

Yes. They use the standard chart of accounts for Uzbekistan. Some refinement 

may be necessary for the project. 

 

4.4 Are cost allocations to the various funding 

sources made accurately and in   accordance 

with established agreements? 

Yes.  

4.5      Are the General Ledger and subsidiary ledgers 

reconciled monthly? Are actions taken to 

resolve reconciliation differences? 

Yes. Balanced monthly and reported quarterly.  
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Topic Response Potential 

Risk Event 
4.6 Describe the EA’s policy for retention of 

accounting records including supporting 

documents (e.g., ADB’s policy requires    that 

all documents should be retained for    at least 

1 year after ADB receives the audited project 

financial statements for the final accounting 

period of implementation,  or 2 years after the 

loan closing date, whichever is later). Are all 

accounting and supporting documents 

retained in a defined system that allows 

authorized users easy access? 

All documents are kept on site for five years and then archived off- site according 

to government procedures. They are accessible to staff if need be 

 

4.7 Describe any previous audit findings that have 

not been addressed. 

No audit findings were noted in the last audit.  

Segregation of Duties   

4.8      Are the following functional responsibilities 

performed by different units or persons: (i) 

authorization to execute a transaction; (ii) 

recording of the transaction; (iii) custody of 

assets involved in the transaction; (iv) 

reconciliation of bank accounts and subsidiary 

ledgers? 

Yes, within the accounts 

section 

 

4.9      Are the functions of ordering, receiving, 

accounting for, and paying for goods and 

services appropriately segregated? 

Yes, in as much as can be allowed by the relatively small number of staff involved.  

Budgeting System   

4.10    Do budgets include physical and financial 

targets? 

Yes.  
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Topic Response Potential 

Risk Event 
4.11    Are budgets prepared for all significant 

activities in sufficient detail to allow meaningful 

monitoring of subsequent performance? 

Yes.  

4.12    Are actual expenditures compared to the 

budget with reasonable frequency? Are 

explanations required for significant variations 

against the budget? 

Yes, on a monthly basis. Each department head analyses their situation in 

conjunction with the Chief economist and the Director advised of appropriate action 

needed. 

 

4.13    Are approvals for variations from the   budget 

required (i) in advance, or (ii) after the fact? 

In advance.  

4.14    Is there a ceiling, up to which variations  from 

the budget may be incurred without obtaining 

prior approval? 

No, all changes require approval.  

4.15    Who is responsible for preparation,   approval 

and oversight/monitoring of budgets? 

The Economist in the Economy & Planning Dept prepares the budget for approval 

by the Director. 

 

4.16    Describe the budget process. Are procedures 

in place to plan project  activities, collect 

information from the     units in charge of the 

different components, and prepare the 

budgets? 

A business plan and budget are prepared in December every year before the end 

of the financial year by the Chief Economist in the Economy and Planning Dept. 

 

4.17    Are the project plans and budgets of    project 

activities realistic, based on valid assumptions, 

and developed by knowledgeable individuals? 

           Is there evidence of significant mid-year 

revisions, inadequate fund releases against 

allocations, or inability of the EA to 

absorb/spend released funds? 

           Is there evidence that government counterpart 

funding is not made available adequately or on 

a timely basis in prior projects? 

Yes, coordinated by the Economic Planning Dept. 

 

 

 

TPS is in it first year of operation after taking over the operations of the district 

Suvokavas and has not history in this regard 
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Topic Response Potential 

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

of major heads over the last 3 years? Is there 

a consistent trend either way? 

 

 

See above comments. 

Payments   

4.18    Do invoice-processing procedures require 

(i) Copies of purchase orders and receiving 

reports to be obtained directly from issuing 

departments? (ii) Comparison of invoice  

quantities, prices and terms, with those  

indicated on the purchase order and with 

records of goods actually received? (iii) 

Comparison of invoice quantities with those 

indicated on the receiving reports? (iv) 

Checking the accuracy of calculations? (v) 

Checking authenticity of invoices and 

supporting documents? 

Yes, this is a function of the Accounting Dept.  

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

Yes.  

4.20   Do controls exist for the preparation of the  
           payroll? Are changes 

          (additions/deductions/modifications) to the  

           payroll properly authorized? 

Yes, all changes must be authorized by the 

Director 

 

Policies And Procedures   

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

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

Accrual  

4.22   What accounting standards are followed National Uzbekistan accounting standards  
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Topic Response Potential 

Risk Event           (International Financial Reporting Standards, 

International Public Sector Accounting 

Standards – cash or accrual, or National 

Accounting Standards (specify) or other? 

4.23    Does the project have adequate policies and 

procedures manual(s) to guide activities and 

ensure staff accountability? 

No, they follow government procedures.  

4.24    Is the accounting policy and procedure manual 

updated regularly and for the   project 

activities? 

No, they do not have an accounting manual and a manual will be prepared by the 

project consultants. 

 

4.25    Do procedures exist to ensure that only 

authorized persons can alter or establish a 

new accounting policy or procedure to be used 

by the entity? 

Yes  

4.26  Are there written policies and procedures 

covering all routine financial management and 

related administrative activities? 

Only the standards government procedures  

4.27    Do policies and procedures clearly define 

conflict of interest and related party 

transactions (real and apparent) and provide 

safeguards to protect the organization from 

them? 

Yes  

4.28    Are manuals distributed to appropriate 

personnel? 

There are no manuals.  

4.29   Describe how compliance with  

             policies and procedures are  

             verified and monitored. 

There is no formal process.  

Cash and Bank   
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Topic Response Potential 

Risk Event 
4.30    Indicate names and positions of authorized 

           signatories for bank accounts. Include those    

            persons who have custody over bank  

           passwords, USB keys, or equivalent for  

           online transactions. 

Chief Accountant and 

the Director 

 

4.31    Does the organization maintain an adequate 

and up- to-date cashbook recording receipts 

and payments? 

Yes  

4.32    Describe the collection process and cash 

handling procedures. Do controls exist for the 

collection, timely deposit and recording of 

receipts at each collection location? 

Yes. TPS does not collect tariff income directly, this is done by the 19 branch office 

which deposit revenue into their bank account with the balance transferred to TPS 

at the close of every day through bank transfer 

 

4.33    Are bank accounts reconciled on a monthly  

              basis? Or more often? Is cash on hand  

           physically verified, and reconciled with the  

            cash books? With what frequency is this  

           done? 

Yes. Daily balances are notified from the branch offices and checked on- line.  

4.34   Are all reconciling items approved and 

recorded? 

Yes.  

4.35    Are all unusual items on the bank 

reconciliation reviewed and approved by a 

responsible official? 

Yes  

4.36  Are there any persistent/non-moving  

                reconciling items? 

No  

4.37 Are there appropriate controls in safekeeping  

           of unused cheques, USB keys and  

         passwords, official receipts and invoices? 

Yes  
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Topic Response Potential 

Risk Event 
4.38   Are any large cash balances maintained at the  

head office or field offices? If so, for  what 

purpose? 

No, only for 1-2 days per month for the purpose of paying staff. Approximately 50% 

of salaries and wages are paid by bank transfer and 50% in cash. 

 

4.39   For online transactions, how many persons  

           possess USB keys (or equivalent), and  

           passwords? Describe the security rules on  

          password and access controls. 

Chief Accountant  

Safeguard over Assets   

4.40  What policies and procedures are in place to 

           adequately safeguard or protect assets from       

            fraud, waste and abuse? 

Policy as per Local Accountant Standards  

4.41  Does the entity maintain a Fixed Assets  

          Register? Is the register updated monthly?  

    Does the register record ownership of assets,  

          any assets under lien or encumbered, or have  

         been pledged? 

Yes, for all assets  

4.42  Are subsidiary records of fixed assets, 

inventories and stocks kept up to date and 

reconciled with control accounts? 

Yes  

4.43   Are there periodic physical inventories of  

          fixed assets, inventories and stocks? Are  

           fixed assets, inventories and stocks  

           appropriately labeled? 

Yes  

4.44   Are the physical inventory of fixed assets    

           and stocks reconciled with the respective  

            fixed assets and stock registers, and  

          discrepancies analyzed and resolved? 

Yes  

4.45    Describe the policies and procedures in 

disposal of assets. Is the disposal of each 

asset appropriately approved and 

Assets are only disposed of rarely and usually kept beyond their useful life  
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Topic Response Potential 

Risk Event recorded? Are steps immediately taken to 

locate lost, or repair broken assets? 

4.46    Are assets sufficiently covered by insurance 

policies? 

No. Only have third party insurance for vehicles  

4.47  Describe the policies and procedures in 

identifying and maintaining fully depreciated 

assets from active assets. 

All assets are included in an asset register, show original purchase price, book 

value, accumulated depreciation and depreciation rate 

 

Other Offices and  
Implementing Entities 

  

4.48   Describe any other regional offices or executing 

entities participating in implementation. 

TPS has recently absorbed the assets and functions of 19 branch offices  

4.49   Describe the staff, their roles and 

responsibilities in performing accounting  and 

financial management functions of such offices 

as they relate to the project. 

Each four cities branch offices have four accounting staff and the remaining all 15 

offices have only two accounting staff. 

 

4.50   Has the project established segregation of 

duties, controls and procedures for flow of 

funds and financial information, accountability, 

and reporting and audits in relation to the other 

offices or entities? 

Not yet fully defined and will be provided by the consultants providing support to the 

IA 

 

4.51   Does information among the different offices/ 

implementing agencies flow in an accurate and 

timely fashion? In particular, do the offices 

other than the head office use the same 

accounting and reporting system? 

TPS has only been in operation since the beginning of 2016 and the processes are 

still being developed and bedded in.  In theory they all use the same reporting 

system 

 

4.52   Are periodic reconciliations performed   

             among the different offices/implementing  

                agencies? Describe the project reporting and  

          auditing arrangements between these offices  

Processes are still being introduced  
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Risk Event            and the main executing/implementing  

                agencies. 

4.53    If any sub-accounts (under the Imprest 

Account) will be maintained, describe the 

results of the assessment of the financial 

management capacity of the administrator 

of such sub-accounts. 

Sub-accounts are kept at the branch offices  

Contract Management and Accounting   

4.54    Does the agency maintain contract-wise 

accounting records to indicate gross value of 

contract, and any amendments, variations and 

escalations, payments made, and undisbursed 

balances? Are the records consistent with 

physical outputs/deliverables of the contract? 

The TPS maintains contracts for maintenance and civil works. Payments 

are made to contractors by the accounting Dept after approval of invoices 

from contractors by the Civil Dept 

 

4.55   If contract records are maintained, does  

          the agency reconcile them regularly with  

           the contractor? 

Yes  

Other   

4.56   Describe project arrangements for 

            reporting fraud, corruption, waste and 

misuse of project resources. Has the 

project advised employees, beneficiaries 

and other recipients to whom to report if 

they suspect fraud, waste or misuse of 

project resources or property? 

No formal process is in place  

5. Internal Audit   

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

entity? 

No, is accordance with usual practice in Uzbekistan there is no internal audit 

function 
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Topic Response Potential 

Risk Event 
5.2      What are the qualifications and experience of  

           the IA staff? 

n.a.  

5.3     To whom does the head of the internal audit 

report? 

n.a.  

5.4 Will the internal audit department include the 

project in its annual work program? 

n.a.  

5.5      Are actions taken on the internal audit 

findings? 

n.a.  

5.6     What is the scope of the internal audit  

           program? How was it developed? 

n.a.  

5.7     Is the IA department independent? n.a.  

5.8     Do they perform pre-audit of transactions? n.a.  

5.9     Who approves the internal audit program? n.a.  

5.10   What standards guide the internal audit 

program? 

n.a.  

5.11   How are audit deficiencies tracked? n.a.  

5.12   How long have the internal audit staff  

           members been with the organization? 

n.a.  

5.13   Does any of the internal audit staff have an IT 

            background? 

n.a.  

5.14   How frequently does the internal auditor meet  

           with the audit committee without the  

          presence of management? 

n.a.  
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Risk Event 
5.15   Has the internal auditor identified / reported  

           any issue with reference to availability and  

           completeness of records? 

n.a.  

5.16  Does the internal auditor have sufficient  

           knowledge and understanding of ADB’s   

          guidelines and procedures, including the  

         disbursement guidelines and procedures (i.e.,  

         LDH)? 

n.a.  

6. External Audit – Entity Level   

6.1 Is the entity financial statement audited 

regularly by an independent auditor? Who is 

the auditor? 

 Yes, an audit is performed every year by an approved external 

auditor. The last audit on the consolidated accounts from the 19 branches was 

for the 2014 year. The audit for 2015 is still in process. 

 

6.2 Are there any delays in audit of the entity? 

When are the audit reports issued? 

No. They were previously required to be issued by May but under the new 

status of TPDS as a State Unitary Organisation the audit report timetable is 

longer and the 2015 report is expected in August 2016 

 

6.3     Is the audit of the entity conducted in  

          accordance with the International Standards  

            on Auditing, or the International Standards for  

          Supreme Audit Institutions, or national  

           auditing standards? 

National Standards  

6.4 Were there any major accountability issues 

noted in the audit report for the past three 

years? 

No, the audit reports are very superficial.  

6.5 Does the external auditor meet with the audit 

committee without the presence of 

management? 

No.  

6.6     Has the entity engaged the external audit   

          firm for any non-audit engagements (e.g.,  

No.  
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Risk Event            consulting)? If yes, what is the total value of  

          non-audit engagements, relative to the value  

           of audit services? 

6.7 Has the external auditor expressed any issues 

on the availability of complete records and 

supporting documents? 

No issues were noted in the Audit reports, although no audit report 

is available for 2015 and for year to date for 2016, the first year of TPS’s   

operation as a different entity 

 

6.8 Does the external auditor have sufficient 

knowledge and understanding of ADB’s 

guidelines and procedures, including the 

disbursement guidelines and procedures (i.e., 

LDH)? 

Different audit companies are engaged through a tendering process and it is not 

known if they have knowledge of ADB’s guidelines 

 

6.9 Are there any material issues noted during 

the review of the audited entity financial 

statements that were not reported in the 

external audit report? 

No  

External Audit – project level   

6.10    Will the entity auditor audit the project 

accounts or will another auditor be appointed 

to audit the project 

            financial statements? 

Probably another auditor that is acceptable to ADB  

6.11    Are there any recommendations made by the 

auditors in prior project audit reports or 

management letters that have not yet been 

implemented? 

No  

6.12   Is the project subject to any kind of audit   

           from an independent governmental entity  

            (e.g. the supreme audit institution) in addition  

           to the external audit? 

No  

6.13   Has the project prepared acceptable terms    No, not yet, to be stipulated in the loan documentation  
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Risk Event            of reference for an annual project audit?  

           Have these been agreed and discussed with   

          the EA and the auditor? 

6.14  Has the project auditor identified any issues 

with the availability and completeness of 

records and supporting documents? 

No  

6.15  Does the external auditor have sufficient  

            knowledge and understanding of ADB’s  

           guidelines and procedures, including the  

          disbursement guidelines and procedures (i.e.,  

          LDH)? 

Not known  

6.16    Are there any recommendations made by   the 

auditors in prior audit reports or management 

letters that have not yet been implemented? 

No, there were no substantial issues noted in the audit reports  

[For second or subsequent projects] 

6.17  Were past audit reports complete, and did they  

            fully address the obligations under the loan  

           agreements? Were there any material issues  

           noted during the review of the audited project  

           financial statements and related audit report  

          that have remained unaddressed? 

n.a.  

7. Reporting and Monitoring   

7.1 Are financial statements and reports prepared 

for the entity? 

Yes  

7.2 Are financial statements and reports prepared 

for the implementing unit(s)? 

n.a.  

7.3 What is the frequency of preparation of 

financial statements and reports? Are the 

reports prepared in a timely fashion so as to 

Prepared and reported on quarterly  
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Risk Event be useful to management for decision 

making? 

7.4 Does the entity reporting system need to be 

adapted for project reporting? 

Some adaptation will be necessary  

7.5 Has the project established financial 

management reporting responsibilities that 

specify the types of reports to be prepared, the 

report content, and purpose of the reports? 

As defined in the PAM  

7.6 Are financial management reports used by 

management? 

Yes  

7.7 Do the financial reports compare actual 

expenditures with budgeted and programmed 

allocations? 

Yes  

7.8 How are financial reports prepared? Are 

financial reports prepared directly by the 

automated accounting system or are they 

prepared by spreadsheets or some other 

means? 

Information from the IC accounting program is used to prepare reports manually in 

Excel 

 

7.9 Does the financial system have the 

capacity to link the financial information 

with the project's physical progress? If 

separate systems are used to gather and 

compile physical data, what controls are in 

place to reduce the risk that the physical 

data may not synchronize with the 

financial data? 

Yes. All physical progress should be checked and approved by Civil Dept 

and then will be paid 

 

7.10    Does the entity have experience in 

implementing projects of any other donors, co-

financiers, or development partners? 

No.  
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Risk Event 
8. Information Systems   

8.1 Is the financial accounting and reporting 

system computerized? 

Yes  

8.2 If computerized, is the software  off-the-shelf, 

or customized? 

Off the shelf  

8.3 Is the computerized software 

standalone, or integrated and used 

by all departments in the 

           headquarters and field units using modules? 

Standalone but in the process of being more integrated  

8.4 How are the project financial data integrated 

with the entity financial data? Is it done 

through a module in the enterprise financial 

system with automatic data transfer, or does 

it entail manual entry? 

To be determined by the financial management consultants  

8.5     Is the computerized software used for             

directly generating periodic financial             

statements, or does it require manual            

intervention and use of Excel or similar            

spreadsheet software? 

Information from the IC accounting program is used to prepare reports manually in 

Excel 

 

8.6 Can the system automatically produce the 

necessary project financial reports? 

Yes  

8.7 Is the staff adequately trained to maintain  the 

computerized system? 

Yes somewhat, but they have no experience in ADB procedures and need more 

training 

 

8.8 Do the management, organization and 

processes and systems safeguard the 

confidentiality, integrity and availability of the 

data? 

Yes  
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Risk Event 
8.9     Are there back-up procedures in place? Yes, main data files are backed up from time to time on personal flash drives  

8.10   Describe the backup procedures – online 

storage, offsite storage, offshore storage, fire, 

earthquake and calamity protection for 

backups. 

Backed up informally on flash memory drives by the staff and kept off-site  
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Appendix 2                  

Organizational Chart of Tashkent Provincial Suvukova 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Director 

1-Deputy of Director 

Lead Legal Specialist, 1 
person 

Legal Assistants, 2 person 

Lead Specialist, 1 person 

Head of Legal Dept, 1 

person 

Procurement Specialist, 1 
person 

Chief Manager 

Chemist, 1 person 

Microbiologist, 1 

person 

Deputy Head of 

Production and technics 

Dept, 1 person 

Engineer, 1 person 

Engineer technologist, 

1 person 

Head of Security 

Dept, 1 person 

Chief Power 

Engineer, 1 person 

Accident prevention 

specialist, 1 person 

Power Engineer, 

1 person 

Power Specialist, 

1 person 

Civil Security 

Specialist, 1 person 

Labor Security 

Specialist, 1 person 

Head of Laboratory 
Dept, 1 person 

Head of Production 
and technics Dept, 

1 person 

Engineer, 1 

person 

Administration 

Mechanist, 1 

person 

Head of Investment 

Projects, Programs 

on efficiency of 

WSS Dept, 1 

person 

Engineer 

Chief Engineer 

Using WSS 

engineer, 1 person 

Land Issues 

Specialist, 1 person 

Head of Metrology 

Dept, 1 person 

Metrology 

Specialist, 1 person 

Hydrogeologist, 1 

person 

Deputy on networks and building, 

constructions 

Deputy Chief Engineer, Head of Dept for 

Network and Building Using, 1 person 

Construction 

Engineer, 1 person 

Technic Control, 1 

person 

Head of Construction 

Dept, 1 person 

Chief dispatcher, 1 

person 

Dispatcher Service 

Assets Specialist 

Head of Central 
Consumer 

Services Dept, 1 
person 

Deputy Head of 

Dept, contracts on 

commercials 

Specialist on 

contracts on 

commercials and 

residentials, 2 

persons 

Head of Economic 
Dept, 1 person 

Chief economist 

Lead Economist 

Head of Accounting 

Dept, 1 person 

Engineer on 

commercials, 4 

persons 2 Accountants 

Engineer on 

residentials, 4 

persons 

Head of IT Dept, 1 

Network program 

specialist 
IT specialists 

(billing system for 

commercials), 2 

persons Information 

security specialist 

Mechanist, 1 

person 

IT specialists 

(Billing system for 

residentials), 2 

persons 

Deputy Head of 

Accounting Dept, 

1 person 

Deputy on financial and economic issues Head of Analysis and 

Applications Dept, 1 

person 

Head of Dept, 1 person 

Chancellery, 1 person 

Specialist on Application, 
1 person 

Specialist on complaints, 1 
person 

Specialist on control of 
tasks, 1 person 

Specialist – analyst, 1 
person   

Regional Suvokova 
branches  

Head of HR Dept, 1 
person 

Head of Supply Dept, 1 
person 
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City and District Branches of the Tashkent Provincial Suvukova 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Suvokova state unitary enterprise of Tashkent region 

Kuyi city Chirchik 
branch Suvokova 
+ OkkOrgon 6Act 

Bekobod city 

branch Suvokova 

+ Bekobod district 

6 

Head of the 

Svenkova + 

Krasnogorsk 

region of the 

Angren Region 

Akhangaran city 

branch Suvokova 

+ Bokangaron 

district 6 

Nurafshan city 

branch Suvokova 

+ Middle Chirchik 

6University 

Olmalik city 

branch 

“Suvokova” 4 

Pskent branch 

Yangiyal city 

branch office 

Suvokova + yOl + 

Zangnota district 

6 

Chirchik city 

branch 

“Suvokova” 

Kibrvy district 

branch Suvokova 

+ Tashkent district 

6Health (1); 

Disconnecting 

Parkeit District 
Office Suvokova + 

Yukoriichirchik 
6Olimation) 

Suvokova branch 
office 

Sukokova district 
Branch  

Chioz District 
Office Suvokova 

City and district branches of the State Unitary 

Enterprise Suvokova of ashkent region 


