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FINANCIAL MANAGEMENT ASSESSMENT 

A. Executive Summary  
 
1. This financial management assessment (FMA) assesses the capacity of the Financial 
Institutions Division of the Ministry of Finance (MOF-FID), Government of Bangladesh (the 
Government), as the executing agency; of Palli Karma Sahayak Foundation (PKSF) as the 
implementing agency; and of 10 selected partner microfinance institutions (MFIs) – partner 
organizations (POs). The 10 sample POs were selected by POs based on their ratings of B and 
better, and that are deemed as potential eligible POs of this ADB project. The assessments were 
conducted between August 2017 and January 2018.  

 
2. Objectives. The assessment was conducted to (i) assess the capacity, procedural and 
organizational constraints that can hinder project implementation by PKSF and the selected POs; 
(ii) identify financial management risks; (iii) assess PKSF and the selected POs’ governance; and 
(iv) capacity of MOF-FID to monitor and assess PKSF, and to manage the overall project.  

 
3. The overall financial management risk for the project is assessed as moderate. The 
executing agency, MOF-FID, has prior experience administering donor-funded programs 
including ADB projects. PKSF has experience with development assistance including with ADB-
administered projects. It also has reasonable governance, and monitoring and reporting in place.   

 
4. Key risks identified include (i) weak public financial management, (ii) deterioration in 
macroeconomic conditions, (iii) political and security risks, and (iv) the ability of all POs to handle 
fund flow and monitor eligibility of subborrowers. Mitigating measures proposed include review 
missions and capacity building for an enabling environment for microenterprise operations. 

 
5. An attached technical assistance (TA) to be financed on a grant basis will (i) strengthen 
PKSF’s medium-term institutional capacity and financing strategy; (ii) improve microenterprise 
finance operational guidelines for MFIs and MFI training; (iii) implement pilot mobile-based 
microfinance applications for PKSF’s POs; (iv) develop microenterprise clusters for business 
transformation and upscaling; and (v) support e-commerce platform development for 
microenterprises.  
 
B. Country and Sector Financial Management  
 
6. Country policy and institutional assessment. Of all six South Asian economies, 
Bangladesh ranks the lowest of the developing member countries in South Asia from 2013–2016 
(Table 1) for the World Bank’s Country Policy and Institutional Assessment (CPIA)’s public sector 
management and institutions cluster.1  
 

Table 1: Public Sector Management and Institutions Average, 2013–2016 
Countries 2013 2014 2015 2016 

Bangladesh 2.9 2.9 2.9 2.8 
Bhutan 3.9 3.9 3.8 3.9 
India 3.6 N.A. N.A. N.A. 
Maldives  3.2 3.2 3.1 3.1 
Nepal 3.1 3.1 3.1 3.1 

                                                
1 The World Bank’s CPIA quantifies the qualitative aspect of a country’s policies and institutions. This cluster measures 

property rights and rule-based governance, quality of budgetary and financial management, and transparency, 
accountability, and corruption in the public sector in a country. 

http://www.adb.org/Documents/RRPs/?id=51269-001-3
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Countries 2013 2014 2015 2016 
Sri Lanka  3.3 3.3 3.4 N.A. 

Note: One is the minimum and six is the maximum.  
N.A. = not applicable. 
Source: World Bank Group, Country Policy and Institution Assessment database.  

 
7. Improving governance. ADB’s Country Partnership Strategy 2016–2020 for Bangladesh 
identifies the need to address institutional capacity constraints, and a need to improve governance 
in Bangladesh. Amongst others, dialogue is ongoing with the Office of the Comptroller and Auditor 
General to support incremental compliance with international accounting and auditing standards 
starting at the project level. ADB will continue to work with government agencies to improve results 
and resource use.2 
 
8. Microfinance sector in Bangladesh. Bangladeshi MFIs are governed by a two-tier 
governance structure comprising a governing body (at least 15 members and not more than 31 
members) and an executive body (at least five members and not more than 10 members) as 
stipulated by the Microcredit Regulatory Authority Rules 2010.  
 
9. An MFI is characterized by a minimum loan outstanding of Tk4.0 million (about $50,000) 
or a minimum of 1,000 borrowers. MFIs have to be registered under the Societies Registration 
Act (1860), the Trust Act (1882), the Voluntary Social Welfare Agencies Ordinance (1961), or the 
Companies Act (1994). All MFIs apply for a license from the Microcredit Regulatory Authority 
(MRA) who reviews and can issue a provisional license for 3 years. If the MFI fulfills the conditions, 
it is then eligible for a regular license.  
 
10. MRA regulates MFIs under the Microcredit Regulatory Authority Act 2006 and the 
Microcredit Regulatory Authority Rules 2010. MFIs in Bangladesh must comply with the 
International Financial Reporting Standards (IFRS) as adopted by the Institute of Chartered 
Accountants of Bangladesh (ICAB).3 MFIs are expected to engage MRA-accredited external 
auditors to submit audited financial statements within 3 months at the end of the financial year. 
MRA can also inspect offices of MFIs, audit books and records at any time, and can take 
necessary remedial measures.4 MRA also conducts thorough checks of the largest 20 MFIs 
(comprising 70% of portfolio by capitalization) by lending every year. MRA supervises small MFIs 
once every 2 years. It uses a 20-component risk-based rating system. MRA captures semiannual 
data of MFIs in the firm of an accounting information system (AIS) and a management information 
system (MIS). It is working on a comprehensive database.  
 
C. Executing Agency’s Institutional Capacity  
  
11. MOF-FID will be the executing agency (EA). It has prior experience in administering similar 
donor-funded programs including those of ADB’s. It has the oversight capabilities needed to 
oversee the financial soundness and governance of the implementing agency, PKSF, and the 
POs.  
 
12. A project steering committee comprising the secretary of MOF-FID as chair, 
representatives from the PKSF, the Economic Relations Division (ERD), Finance Division, FID, 
and other relevant stakeholders will be established to oversee the project. The project steering 
committee is expected to meet at least annually.  

                                                
2 ADB. 2016. Country Partnership Strategy. Bangladesh: 2016–2020. Manila.  
3 MRA. 2013. Circular Letter No. 18: Following ToR for External Audit of NGO-MFIs. Dhaka.  
4 Microcredit Regulatory Authority (MRA). 2012. Circular Letter No 12: Appointment of External Auditor of MFIs. Dhaka.  
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13. Further, a project implementation unit will be established at PKSF. It will be headed by a 
project coordinator and at least one ADB-approved full-time staff. The project implementation unit 
will implement and monitor the project implementation, coordinate with TA consultants, and report 
project progress to the MOF-FID (EA) and ADB.  
 
D. PKSF’s Financial Management Capacity 
  
14. PKSF was established by the Government in May 1990 with the vision of reducing poverty 
through generating employment. It is a non-profit registered with the registrar of Joint Stock 
Companies under the Companies Act, 1994 (Act No.18). It operates as an autonomous body.  
 
15. Corporate governance. PKSF has a two-tiered governing system consisting of a 
governing body and a general body. PKSF’s governing body has the responsibility to pursue and 
carry out activities in line with the mission and vision of PKSF. The governing body consists of 7 
members. The government nominates the chairman and 2 other members of the governing body. 
The governing body, in consultation with the government, appoints the managing director who 
also functions as the chief executive officer. The general body elects three members representing 
the POs to the governing body.  

 
16. PKSF’s general body is responsible for providing the overall direction to PKSF’s 
management. It has at most 25 members. The government nominates a maximum of 15 
members, including the chairman, from different government agencies, volunteer organizations, 
and private individuals. The general body nominates 10 members who are from POs and private 
individuals. There are currently 22 members of the general body.  

 
17. Staffing. As of 11 October 2017, PKSF has 377 staff including 200 regular officers, 101 
staff, 61 project officers, and 15 contracted personnel. It has four divisions and two units: (i) 
program division, (ii) finance division, (iii) administration division, (iv) audit division, (v) research 
unit, and (vi) environment and climate change unit.   

 
18. Experience in international development assistance. PKSF has extensive experience 
with donor-funded programs. Through ADB, PKSF participated in the Participatory Livestock 
Development Project Phase I (PLDP–I), and the Second Participatory Livestock Development 
Project (PLDP–II).5 Both project completion reports rated PKSF as satisfactory for its timely 
implementation of the projects. PKSF also has experience implementing projects by other 
international development partners including the World Bank, the Department for International 
Development (DfID), Kuwait Fund for Arab Economic Development (KFAED), and the 
International Fund for Agricultural Development (IFAD).  
 
19. POs. As of fiscal year (FY) 2017, PKSF has 277 POs. It selects its POs based on an 
evaluation of (i) organization, (ii) management, (iii) governance, (iv) human resources, (v) working 
area, (vi) field activities, (vii) operating performance, (viii) management information system, and 
(ix) accounting system.  
 

                                                
5 ADB. 1997. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of Bangladesh for the Participatory Livestock Development Project. Manila; and ADB 2003. Report and 
Recommendation of the President to the Board of Directors: Proposed Loan to the People’s Republic of Bangladesh 
for the Second Participatory Livestock Development Project. Manila 
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20. The POs are categorized into 3 categories based on overall loan outstanding. The usual 
tenor of loans from PKSF to POs is 3 years with a grace period of 6 months. The onlending rate 
to POs, around 5.0% – 7.5%, is charged on a declining balance.  
 
21. Lending procedures. PKSF’s desk officer and supervisor visit the respective POs before 
payment of any loan proceeds. Loan officers and the branch officer of the PO assess the subloan 
proposal against their own policy, prior to approval and disbursement of subloan. PKSF will enter 
into an agreement with each PO and will verify the POs’ claims. PKSF will ensure that POs adopt 
the appropriate environmental and social screening guidelines.  PKSF assesses the POs against 
benchmarks indicators such as asset quality, leverage, liquidity, and capital adequacy.  

 
Table 2: Benchmark Indicators for Partner Organizations  

Indicators Benchmark 

Cumulative recovery ratea > = 95%  

Recovery rate of current loansb  >= 92%  

Debt to capital ratio 9:1 

Lowest limit of the capital adequacy ratioc 10% 

Lowest limit of the return to asset  3%  

Highest limit of portfolio at riskd 10%  

Minimum required capital Tk2.0 million  
a Cumulative recovery rate is defined as amount received for scheduled payments and payments past due as a share 

of total loan principal recoverable since inception 
b Recovery rate of current loan is defined as amount received for scheduled payments as a share of total payments 

due within 12 months. 
c The capital adequacy ratio is defined as total capital fund to asset base of total assets less cash, bank placements 

and short-term deposits. 
d Portfolio at risk is defined as outstanding balance of loans with payments past due as a share of the total portfolio. 

Loans are taken into account from when the first installment is past due.   
Source: Palli Karma Sahayak Foundation.  

 
22. Information system. Its financial reporting system is computerized. PKSF has an 
integrated information system with 18 modules. The modules include those for accounting, payroll 
management, provident fund management, and fixed deposit receipt (FDR) management.  
 
23. Accounting. PKSF and its POs adopt the Bangladesh Financial Reporting Standards that 
are primarily based on the IFRS. PKSF’s accounts are maintained on an accrual basis using 
historical cost. It maintains separate books of accounts and registers, and prepares annual 
financial statements for any new project comprising (i) comprehensive income statement, (ii) 
statements of cash flow, (iii) statement of financial position, and (iv) notes to the account. It also 
prepares and submits to the donors quarterly financial reports on the project expenditures. 

 
24. Audit. PKSF’s external and internal audit comprises 20 personnel led by a general 
manager as of FY2017. The division reports directly to the managing director. The internal audit 
division handles audits related to PKSF and POs. Transactions worth more than Tk10,000 are 
subject to pre-audit. Major findings on POs are reported to the governing body once every 3–4 
months. POs are expected to address deficiencies raised within a timeline. After a PO replies, a 
compliance report is prepared and reviewed by internal audit and the program department. 
Personnel from internal audit visits each PO once a year. External audit handles external audits 
of PKSF and POs through enlisted audit firms. External auditors conduct audit visits to POs once 
a year. The personnel of the audit division are adequately qualified with more than 10 years of 
work experience.   
 



5 

E. Fund Flow Arrangements  
 
25. See Section G of the Project Administration Manual for Fund Flow Arrangements.  

 
F. Risk Assessment and Mitigating Measures  
 
26. A financial management internal control and risk management assessment was 
conducted. The executing and implementing agencies have an established record of 
implementing ADB facilities. The overall risk is rated moderate.  
 

Table 3: Risk Assessment 
 
Risk 

 
Risk Assessment 

Risk 
Rating 

 
Risk Mitigating Measures 

Inherent Risk 
1. Country- 

specific risks 
(Bangladesh) 

Public financial management 
risk. Concerns on governance 
and quality of external audit 
reports.  

M Bangladesh has undertaken many initiatives to 
improve the quality of its financial management 
systems.  

Deterioration in 
macroeconomic conditions  

M Macroeconomic conditions have been 
favorable. ADB will monitor macroeconomic 
conditions.  

Adverse political developments 
and security events can affect 
project implementation.  

S The political and security risks have been fairly 
muted since 2016. ADB has in place measures 
to manage and adjust activities during 
emergencies.  

2. Entity-specific 
risks 

Weak financial management 
practices in the banking and 
nonbank financial sector.  

M Due diligence and FMA have been completed 
on the implementing agency, PKSF. Audited 
statement of utilization of funds will be expected 
of all participating POs of ADB’s project. The 
attached TA will support capacity building for 
PKSF and participating POs. Frequent reporting 
will be expected of PKSF and MOF-FID.   

3. Project-specific 
risks  

Ability of POs to handle fund 
flow and monitor end-
borrowers’ eligibility criteria. 

M Participating POs will provide PKSF with a 
pipeline of sanctioned loans prior to 
disbursement of funds.  
 
The attached TA will also develop PKSF’s 
institutional capacity to ensure that it is able to 
manage and develop the POs’ institutional 
capacity.  
 
The attached TA will also support capacity 
building for MFIs to increase lending to 
microenterprises.   

 Overall Inherent Risk M  

Control Risk 
1. Internal controls PKSF’s internal control is 

adequate. PKSF’s sample POs 
also possess sound internal 
control environment.  

L PKSF has adequate internal audit policies. 
PKSF will be able to provide the oversight 
necessary to ensure that all eligible POs of 
ADB’s project have the necessary internal 
controls in place.  

2. Funds flow Fund flows are transparent. L For use of ADB’s share of eligible expenditure, 
terms and conditions on fund flows and 
disbursement will be as acceptable to ADB.  
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Risk 

 
Risk Assessment 

Risk 
Rating 

 
Risk Mitigating Measures 

3. Staffing PKSF has adequate and 
experienced staff with previous 
experience in ADB projects.  
 
However, not all of PKSF’s 
POs have staff with experience 
in implementing donor-funded 
projects including ADB 
projects. 

M PKSF shall ensure that adequate staff will be in 
place once the project becomes effective. A 
project manager focused on the ADB project 
will also support PKSF. In case of staff 
turnover, PKSF will ensure placement of new 
staff. PKSF shall ensure that POs are well 
oriented and trained to implement the project.  

4. Management 
information 
system 

PKSF IIS generates periodic 
reports with the flexibility to be 
customized for specific project 
requirements.  For ongoing 
projects, PKSF submits reports 
to its donors no later than 45 
days after the end of each 
quarter.   

M PKSF will develop a management information 
window for the smooth implementation of 
programs and projects. PKSF to provide 
necessary support to POs to build capacity for 
monitoring and reporting.  

5. Project 
administration 
and financial 
management 
(from PKSF to 
POs) 

Uncertainties in loan recovery 
may arise.  

M PKSF will conduct on-site and off-site 
supervision of POs. Inconsistencies should be 
captured in PKSF’s quarterly progress reports 
to ADB.  

6. Accounting and 
financial 
reporting 

PKSF and POs follow the local 
accounting standards in 
Bangladesh.  
 
POs also need to be compliant 
with MRA requirements. 
However, there are concerns 
on quality of POs’ financial 
statements.  

M All project-related transactions—i.e., all sources 
will be accounted for separately by PKSF 
following double-entry bookkeeping principles 
and on a cash basis.  
 
PKSF shall ensure adequate professional 
accounting staffing at POs.  

7. Internal audit The internal audit policy of 
PKSF are adequate.  

L Recommendations to address concerns raised 
on PKSF and POs should be adopted in a 
timely manner.  

8. External audit Audits of the POs are annual 
and must be concluded within 
3 months at the end of the 
fiscal year. The audits are 
done in accordance with 
Bangladesh Standards on 
Auditing. 

M PKSF to ensure timely submission of audits.  
 
All participating POs will submit audited 
statement of utilization of funds to ADB.   

 Overall Control Risk M  

 Overall Risk M  

ADB = Asian Development Bank, FID = Financial Institution Division, FMA = financial management assessment, IIS = 
integrated information system, MFI = microfinance institution, MOF = Ministry of Finance, MRA = Microcredit Regulatory 
Authority, PKSF = Palli Karma Sahayak Foundation, PO = partner organization, TA = technical assistance. 
Source: Asian Development Bank. 

 
G. Partner Microfinance Institutions 
 
27. The PKSF selected 10 sample POs for assessment at the project preparatory phase: the 
Centre for Development Innovation and Practices (CDIP), Eco-Social Development Organization 
(ESDO), Integrated Development Fund (IDF), Jakas Foundation (JAKAS), Palli Mongal 
Karmosuchi (PMK), People’s Oriented Program Implementation (POPI), Rural Reconstruction 
Foundation (RRF), Society for Social Service (SSS), Thengamara Mohila Sabuj Sangha (TMSS), 
and Wave Foundation (WAVE). 
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28. The 10 POs are in good standing with PKSF and MRA, and are largely in compliance with 
PKSF’s requirements. Amongst others, majority of the 10 POs meet PKSF’s minimum capital 
requirement, have reasonable asset quality, are adequately capitalized, and are solvent. The 
FMAs also show that the POs are adequately staffed, have reasonable accounting policies and 
procedures, segregation of duties, and sufficient reporting and monitoring, and internal and 
external audit processes (Appendix 3).  

 
29. The attached TA will support capacity building of participating POs to support their ability 
to increase lending to microenterprises in Bangladesh. Support will include development of 
guidelines on credit appraisal and risk management.  
 
H. Action Plan  
 
30. MOF-FID and ADB have agreed to certain minimum eligibility criteria and financial 
covenants for POs. PKSF and ADB further agreed to an action plan to address the issues  
identified in the FMA.  
 

Table 4: Action Plan 

Weaknesses 
Agreed Action Responsible 

Party 
Agreed 

Completion Date 

Limited management 
information capacity of 
PKSF 

PKSF is developing a management 
information window for the smooth 
implementation of programs and 
projects.  
 

PKSF  12 months after 
loan effectiveness  

Concerns on compliance 
of participating POs to 
guidelines.  
 

Participating POs to adopt reasonable 
recommendations made by internal and 
external auditors during the duration of 
ADB’s project.   
 

POs, PKSF 3 months after audit 
report is submitted 
to PIU and ADB.   

Financial management 
practices in the banking 
and nonbanking sectors 
in Bangladesh 
 

Participating POs to ensure adequate 
staffing of financial management unit 
acceptable to PKSF and ADB.  

PKSF, POs,  Prior to any signing 
of subsidiary 
agreement 

Not all participating POs’ 
staff have experience 
implementing donor-
funded microenterprise 
lending projects  

The attached technical assistance will 
support participating POs to develop 
microenterprise lending operations, and 
to implement an ADB-funded project.   

PKSF, POs 9 months after loan 
effectiveness  

ADB = Asian Development Bank, FMA = financial management assessment, PIU = project implementation unit, 
PKSF = Palli Karma Sahayak Foundation, PO = partner organization. 
Source: Asian Development Bank. 

 
I. Financial Management Covenants  

 
31. ADB and PKSF have agreed on certain covenants for the project which are set forth in the 
loan agreement and project agreement. They include:  

(i) POs participating in the project must be licensed by MRA;  
(ii) POs must comply at all times with the prudential norms and regulations set forth 

by MRA; 
(iii) In addition, POs must meet the following eligibility criteria:  
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(a) A cumulative recovery rate6 of at least 95%. 
(b) A recovery rate of the current loan7 of at least 92%. 
(c) Debt to capital ratio of 9:1.  
(d) A minimum required capital of Tk2.0 million. 
(e) A capital adequacy ratio of no less than 10%.8 
(f) A portfolio at risk of no higher than 10%.9  
(g) Is profitable over the last two audited financial statements, or as of the last 

two financial years. 
(h) Has 2 years of experience of implementing microfinance program as a PO 

of PKSF. 
 

J. Supervision Plan 
 
32. Please see Section of V and Section of the Project Administration Manual for supervision 
details.   
 
K. Conclusion and Recommendations  
 
33. The financial management capacities of the executing and implementing agencies are 
adequate. The attached TA will support capacity building of PKSF and the participating POs.  

                                                
6  Cumulative recovery rate is defined as amount received for scheduled payments and payments past due as a share of 

total loan principal recoverable since inception.  
7 Recovery rate of current loan is defined as amount received for scheduled payments as a share of total payments due 

within 12 months. 
8  The capital adequacy ratio is defined as total capital fund to an asset base of total assets less cash, bank placements and 

short-term deposits. 
9  Portfolio at risk is defined as outstanding balance of loans with payments past due as a share of the total portfolio. Loans 

are taken into account from when the first installment is past due.   
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Financial Management Assessment Questionnaire 

Palli Karma Sahayak Foundation 

Client name Palli Karma Sahayak Foundation (PKSF) 

Country Bangladesh 

Currency figures Bangladeshi Taka (BDT) and US Dollar ($/USD) 

Entity-only or consolidated  Entity 

Completed by Bibhuti Bushan Biswas, General Manager, Finance and 

   Accounts 

Md. Abul Kashem, Deputy General Manager 

Sudhir Kumar Das, Manager, Finance and Accounts 

Rokanuzzaman, Deputy Manager 

Completed on (day/month/year)  

1. Implementing Agency 

1.1 Please confirm the legal 
status/registration of your institution. 

PKSF is a “company not for profit” and is registered under 
the Companies Act of 1913/1994 with the registrar of Joint 
Stock Companies. The legal structure of PKSF allows 
flexibility and authority to undertake program in a dynamic 
environment, implementing them throughout the country and 
manage its affairs as an independent organization. 

1.2 How will the proposed ADB loan 
facility be managed under the 
current organizational structure? 

PKSF has a lending policy and procedures under which 
PKSF disbursed its loan to its partner organizations (POs). 
PKSF also has a Delegation of Administrative and Financial 
Authority (DAFA) which is approved by its Board. 

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

No equity (shareholding) is owned by the Government. All 
equity belongs to PKSF. 

2. Funds Flow Arrangements 

2.1 Do you have experience in the 
management of disbursements from 
international financial institutions 
(yes/no)? 

Yes 

2.2 Please confirm if the proposed fund 
flow arrangements and 
disbursements to end borrowers 
under the project are in line with 
internal credit review and lending 
policies and processes (yes/no)? 

Yes 

2.3 How do you monitor eligibility of 
subborrowers? 

PKSF has a monitoring and evaluation policy as well as POs 
also has their own policy to monitor eligibility of 
subborrowers. 

3. Financial Management Resources and Staffing 

3.1 What is the organizational structure 
of the accounting department? 
Please provide an organizational 
chart. 

Total manpower of PKSF’s core Accounting Department is 
18 consisting 1 FCA, 2 partly qualified chartered 
accountants, 3 CA course completed staff and the rests are 
post graduate in commerce. The organizational structure is 
attached in the figure below. 

3.2 Please identify proposed accounts 
staff for the ADB loan facility, 
including job titles, responsibilities, 
and educational backgrounds. 

Additional accounting manpower for the proposed project is 
3. 
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3.3 Will the ADB loan facility have 
written position descriptions that 
clearly define duties, responsibilities, 
lines of supervision, and limits of 
authority for all loan officers, 
managers, and staff (yes/no)? 

Yes 

3.4 Are finance and accounting 
functions staffed adequately 
(yes/no)? 

Yes 

3.5 Are finance and accounting staff 
adequately qualified and 
experienced (yes/no)? 

Yes 

3.6 Indicate key positions not yet 
contracted, and estimated date of 
appointment, if any. 

3 project accounting staff. The estimated date of appointment 
is 3 months after signing the subsidiary loan agreement. 

3.7 At what frequency are personnel 
replaced/transferred? 

In the financial year 2016–17, 2 personnel of the accounting 
department have been replaced. One left and the other was 
transferred to operations department. 

4. Accounting Policies and Procedures 

Accounting Standards and Principles  

4.1 Do you prepare financial 
statements? If yes, in accordance 
with which accounting standards? 

Yes, International Financial Reporting Standards 
(IFRS)/BFRS. 

4.2 Are controls in place concerning the 
preparation and approval of 
transactions, ensuring that all 
transactions are correctly made and 
adequately explained (yes/no)? 

Yes 

4.3 Are the general ledger and 
subsidiary ledgers, if any, reconciled 
and in balance? 

Yes. 

4.4 Do procedures exist to ensure that 
only authorized persons can alter or 
establish new accounting principles, 
policies, or procedures (yes/no)? 

Yes. 

4.5 Are all accounting and supporting 
documents retained on a permanent 
basis in a defined system that allows 
authorized users easy access 
(yes/no)? 

Yes (12 years). 

Accounting Policies, Procedures, and Manuals  

4.6 Do you have written policies and 
procedures covering all routine 
financial management and related 
administrative activities, including an 
accounting policy and procedures 
manual (yes/no)? 

Yes. 

4.7 Do you have adequate policies and 
procedures manuals to guide 
activities and ensure staff 
accountability (yes/no)? 

Yes. 



Appendix 1       11 

4.8 Are these procedures manuals 
distributed to appropriate personnel 
(yes/no)? 

Yes. 

4.9 To what extent is the accounting 
system computerized? Please 
explain. 

PKSF’s accounting system is fully computerized. PKSF has 
an Integrated Information System (IIS) having 18 modules out 
of which the following modules are for accounting system to 
encompass its streamline operations and manage the daily 
financial transactions. The basis of this software is to 
integrate different financial management tools in one place to 
generate a comprehensive financial picture of the 
organization. The Accounting Modules are stated below:  

• Accounting Information Management 
• Payroll Management System 
• Provident Fund Management System 
• FDR Management System 

4.10 Do policies and procedures clearly 
define conflict of interest and related 
party transactions (real and 
apparent) and provide safeguards to 
protect the organization from these 
(yes/no)? 

Yes. 

 

 

 

 

5. Segregation of Duties 

5.1 Are the following functional 
responsibilities performed by 
different units or persons: 

 

(i) authorization to execute a 
transaction (yes/no); 

Yes. 

(ii) recording of the transaction 
(yes/no); and 

Yes. 

(iii) custody of assets involved in 
the transaction (yes/no)? 

Yes. 

5.2 Are bank reconciliations prepared by 
someone other than those who 
make or approve disbursements? 

Yes. 

6. Budgeting Procedures 

6.1 Do budgets include financial targets 
(yes/no)? 

Yes. Example in case of loans to POs, the target loan is given 
in monthly, quarterly, and yearly. 

6.2 Are plans, budgets, and activities for 
the use of the ADB loan facility 
realistic, based on valid 
assumptions, and developed by 
knowledgeable individuals (yes/no)? 

Yes. 

6.3 What procedures are in place to 
plan, review, and monitor the lending 
pipeline? 

Yes. PKSF’s concerned/desk officer visits the respective POs 
before payment of any loan to that PO, reviews its financial 
and management strengths. Finds out any irregularities, if any, 
and places it to PKSF’s Managing Director. The issue is also 
discussed in the loan committee meeting. Finally, the loan 
proposal is placed to the Board by the Managing Director and 
approved by the Board. 
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7. Safeguards over Assets 

7.1 Is there a system of adequate 
safeguards to protect from fraud, 
waste, and abuse (yes/no)? 

Yes. 

7.2 Do you advise employees, 
beneficiaries, and other recipients of 
where and whom to report to if they 
suspect fraud, waste, or misuse of 
internal resources or property 
(yes/no)? 

Yes. 

7.3 Are assets sufficiently covered by 
insurance policies (yes/no)? 

Yes. 

7.4 How are the sub loans in the 
proposed project reviewed, 
approved and monitored? 

PKSF has different mechanisms of reviewing and monitoring 
tools as appended below: 

• PKSF’s concerned/desk officer and supervisor officer visits 
the respective PO before payment of any loan to that PO; 

• The concerned/desk officer of PKSF usually visits the 
respective PO 4 times in a year; 

• The personnel of the PKSF’s Internal Audit Department visit 
each PO once a year; 

• PKSF’s External Auditor makes a special audit to each PO 
once in a year; 

• PO also has an internal audit department by which frequent 
audit is done by PO; 

• The loan officer and the branch officer of the PO assessed 
the subloan proposal with their own policy and make a 
feasibility test; 

• The subloan is paid to the loanee having a bilateral loan 
agreement between the subloanee and the respective PO; 
and 

• The statutory auditor of the PO conducts statutory audit 
once a year. 

8. Internal Audit 

8.1 Is there an internal audit department 
(yes/no)? 

Yes. The internal audit team consists of 22 employees 
headed by a general manager reportable to PKSF’s Managing 
Director.  

8.2 What are the qualifications and 
experience of audit staff, and how 
long have they been working with 
the bank? 

Minimum qualification of the internal audit officials are post-
graduation and most of them studied accounting, finance, and 
banking in different levels. Some of them completed different 
level Chattered Accountancy (CA) degree also. Most of the 
audit personnel are experienced ranging from 10–25 years. 
There are some newly recruited audit officers as well. 

8.3 Does any of the internal audit staff 
have an information technology (IT) 
background (yes/no)? 

Yes (e.g., Microsoft Office, SPSS, Stata 11). 

8.4 Is the internal audit department 
sufficiently independent (yes/no)? 
Do they perform pre-audit of 
transactions? (yes/no) 

Yes. The internal audit department is sufficiently independent 
as it directly reports to the managing director. Every 
transaction more than BDT10,000 is subject to pre-audit.  

8.5 To whom does the internal auditor 
report? How frequently? 

The internal audit department is directly reportable to the 
managing director (PKSF Chief Executive Officer). Major 
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findings revealed in the audit of POs are reported to the 
governing body meeting in every 3–4 months interval.  

8.6 Can the internal audit department 
include the ADB loan facility 
separately in its work program? 

The internal audit department can include ADB loan facility 
separately in its work program if it is decided by the 
management in accordance with project documents. 

8.7 Is there an internal audit manual 
governing the implementing agency 
function (yes/no)? Is it risk based 
(yes/no)? 

Yes. The internal audit department functions on the basis of 
the internal audit manual. It is not absolutely risk based but 
risk indicators are analyzed in case of PO audit. 

8.8 How are audit deficiencies managed 
and tracked, and are actions taken 
on internal audit findings? 

POs are asked to comply with the significant observations and 
deficiencies within a deadline. After having replied by a PO, a 
compliance report is prepared and approved which is followed 
up by the internal audit and program/project department 
regularly. 

8.9 Does the internal auditor meet with 
the audit committee without the 
presence of management (yes/no)? 

The audit department place major audit findings directly in the 
governing body meeting every 3–4 months without any 
interventions of programs and projects.  

9. External Audit 

Entity Level  

9.1 Are financial statements audited 
regularly by an independent auditor 
(yes/no)? [Please provide a copy of 
the latest audited financial 
statements]. 

Yes, as enclosed. 

9.2 Who is the current external auditor, 
and when was the last time the 
external auditors were changed? 

“MABS & J. Partners” is the current external auditor of PKSF. 
The external auditor was changed just after completion of the 
audit of FY2013–14 and the firm was “S.F. Ahmed & Co.” 

9.3 Have there been audit delays 
(yes/no)? When are audit reports 
normally issued? For what year are 
the most recent audited financial 
statements available?  

No. There was no audit delay. Audit report is usually finalized 
and issued in December for immediate preceding financial 
year (July to June). At present, the audited financial 
statements of FY2015–16 are available. 

9.4 Is the audit conducted according to 
International Standards on Auditing 
(yes/no)? 

Yes. 

9.5 Have any major accountability 
issues been brought out in audit 
reports over the past 3 years? Was 
the audit opinion qualified (yes/no)? 

No major accountability issues have been brought out in past 
3 years. There was no qualified opinion.  

9.6 Does the external auditor meet with 
the audit committee without the 
presence of management (yes/no)? 

Yes. The external audit team directly submits the audit report 
and present their findings in PKSF’s Annual General Meeting. 
They also present in that meeting the discussion timing of the 
audit report and audited financial statements.  

9.7 Have you engaged external audit 
firms for any non-audit 
engagements, such as consulting 
services (yes/no)? 

No. The external audit firms are not engaged in such types of 
job yet.  

9.8 Are you aware of ADB auditing 
requirements (yes/no)? 

Yes. ADB financed project named “PLDP-1, PLDP-2, DIISP, 
SRLP, SBCP” were implemented by PKSF. So, PKSF are 
aware of ADB auditing requirements. 
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Loan Facility/Project Level  

9.9 Will your statutory auditor audit 
project accounts or will an auditor be 
appointed to audit project financial 
statements? 

Statutory auditor is responsible to conduct the audit of project 
financial statements according to PKSF-approved terms of 
reference (TOR).  

9.10 Have any recommendations been 
made by auditors in prior project audit 
reports or management letters that 
have not been implemented? [Please 
provide the latest management 
letter.] 

No. So far, there is no such recommendation that is yet to be 
implemented.  

9.11 Is the ADB Loan Facility subject to 
any kind of audit from an independent 
governmental entity (e.g. the 
supreme audit institution) in addition 
to the external audit (yes/no)? 

No. ADB loan facility is not subject to any kind of audit from an 
independent governmental entity in addition to the external 
audit. 

9.12 Will terms of reference for an annual 
project audit be prepared relating to 
financing under the ADB Loan 
Facility (yes/no)? Will these be 
agreed and discussed with the 
auditor, where relevant? 

Yes. A TOR will be prepared relating to ADB loan facility. The 
approved TOR would be provided to the external auditor. If it 
is relevant and necessary, it can be discussed.   

10. Reporting and Monitoring  

10.1 What kind of financial management 
reports are prepared for internal use 
by management? 

• Monthly disbursement and recovery report; 

• Monthly financial achievement report; 

• Quarterly financial achievement report; 

• Semiannual financial achievement report; 

• Annual financial achievement report; 

• Audited financial Statements; and 

• Yearly variance analysis report. 

10.2 What is the frequency of preparation 
of financial statements? Are the 
reports prepared in a timely fashion 
useful to management for decision 
making (yes/no)? 

Monthly, semiannual, and annual. 

10.3 Does the reporting system need to 
be adapted to report on individual 
projects/project components 
(yes/no)? 

Not required at this stage, but if the circumstances demand, 
necessary adoption will be done 

10.4 Are financial reports prepared 
directly by the (automated) 
accounting IT system or are they 
prepared using spreadsheets or by 
some other means? 

Yes. 

 

 

 

11. Information Systems  

11.1 What are the internal and external 
audit findings on information 
systems over the past 2 years and 
how have these findings been 
addressed? 

Audit findings (FY 30 June 2015). Lack of comprehensive IT 
policy (Present status: PKSF’s IT Policy has been developed).  

Audit findings (FY 30 June 2016). No disaster recovery site 
(DRS) has been established (Present status: PKSF has 
established the Data Center at the 10th floor of PKSF Bhaban. 
Live server and backup server have been installed in the Data 
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Center. The establishment of DRS is under progress which will 
be completed soon). 

11.2 Can the IT system produce the 
necessary project financial reports to 
include loan information on women-
led borrowers, borrowers outside of 
Dhaka, previously un-banked 
borrowers, etc. (yes/no)? 

Yes. 

11.3 Does the management organization 
and processing system safeguard 
the confidentiality, integrity, and 
availability of data (yes/no)? 

Yes. 
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Organizational Structure 

Palli Karma Sahayak Foundation 
Accounting Department 

 
Source: Palli Karma Sahayak Foundation.

Managing Director

Deputy Managing Director 

(Finance)

General Manager

(F&A)

Assistant General Manager (F&A)

Accounts Team Financial 

Statements Preparation

Manager (F&A)

Compliance and Reporting

Deputy Manager (F&A)

Treasury Management

2 deputy managers

1 assistant manager

2 officers

1 junior officer (Grade 1)

1 junior officer (Grade 2)

(cash management)

Project Accountant

(proposed)

1 senior accountant

2 account officers

2 assistant managers

5 officers



 A
p

p
e
n

d
ix

 3
       1

7
 

 

 

 

Key Financial Management Highlights for Partner Organizations  

Palli Karma Sahayak Foundation 

Indicators RRF PMK POPI SSS ESDO TMSS WAVE CDIP JAKAS IDF 

1. Financial Management Resources and Staffing                     

(a) Finance and accounting functions staffed adequately √ √ √ √ √ √ √ √ √ √ 

(b) Finance and accounting staff adequately qualified and 
experienced  

√ √ √ √ √ √ √ √ √ √ 

2. Accounting Policies and Procedures           

(a) Preparation of financial statements in accordance with 
IAS/International Financial Reporting Standards 

√ √ √ √ √ √ √ √ √ √ 

(b) Written policies and procedures to guide financial management 
and administrative activities 

√ √ √ √ √ √ √ √ √ √ 

3. Segregation of Duties           

(a) Separation of authorization, and recording of transactions and 
custodian of assets 

√ √ √ √ √ √ √ √ √ √ 

4. Budgeting Procedures           

(a) Incorporation of financial targets in budget √ √ √ √ √ √ √ √ √ √ 

5. Safeguards over Assets           

(a) Assets sufficiently covered by insurance policies  √ √ √ P √ P P X √ √ 

6. Internal Audit           

(a) Separate internal audit department  √ √ √ √ √ √ √ √ √ √ 

(b) Independence of internal audit department  √ √ √ √ √ √ √ √ √ √ 

(c) Staff having information technology (IT) background √ √ √ X √ √ √ √ X X 

7. External Audit           

(a) Regular audit of financial statements by an independent auditor  √ √ √ √ √ √ √ √ √ √ 

(b) Awareness about ADB auditing requirements  X X √ X √ √ X X X X 

8. Reporting and Monitoring            

(a) Reports prepared in a timely fashion to support decision making √ √ √ √ √ √ √ √ √ √ 

(b) Preparation of financial reports directly by the accounting IT 
system   

√ √ √ √ √ P √ √ √ √ 

9. Information Systems            

(a) Preparation of both financial and operational reports in different 
dimensions 

√ √ P √ √ √ √ √ √ √ 
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CDIP = Center for Development Innovation and Practices, ESDO = Eco-Social Development Organization, IAS = International Accounting Standards, IDF = 

Integrated Development Foundation, JAKAS = Jakas Foundation, PMK = Palli Mongal Karmosuchi, POPI = People’s Oriented Program Implementation, RRF = 

Rural Reconstruction Foundation, SSS = Society for Social Service, TMSS = Thengamara Mohila Sangha, WAVE = Wave Foundation.  

Note: √ = Yes, X = No, P = partially/not fully done. 

Source: Asian Development Bank. 


