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NOTES 
 

(i) The fiscal year (FY) of the Republic of the Maldives and its agencies ends on 
31 December. “FY” before a calendar year denotes the year in which the fiscal year ends, 
e.g., FY2016 ends on 31 December 2016. 

 
(ii) In this report, "$" refers to United States dollars.  
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EXECUTIVE SUMMARY 
 
1. A Financial Management Assessment (FMA) of the Ministry of Finance (MOF) and the 
Ministry of Economic Development (MED) was conducted for National Single Window (NSW) 
project (the project) during June-August 2018 in accordance with ADB’s Guidelines for the 
Financial Management and Analysis of Projects (2005) and Financial Management Assessment 
Technical Guidance Note (May 2015). This included an assessment of the financial management 
capacity of the Ministry of Finance (MOF) and MED including fund-flow and budgeting 
arrangements, staffing, accounting and financial reporting systems, financial information systems, 
internal controls, and internal and external auditing arrangements. The primary instrument used 
for the assessment was ADB’s financial management assessment questionnaire, information 
obtained through desk research and ICPS governance risk assessment. The most recent FMA 
done for Kulhudhuffushi Harbor Expansion Project1 and Greater Male Environmental 
Improvement and Waste Management Project2 is also used as they are more relevant in terms of 
country FM arrangement, the fund flow and role of MOF in donor funded projects and updated 
with recent information collected.  
 
2. MOF is the executing agency and MED is identified as the lead implementing agency. 
There are several implementing agencies involved in this project and as a result coordination 
becomes a key in project success3. MED has implemented recently closed Micro, Small and 
Medium-Sized Enterprise Development Project4 and therefore they are familiar with ADB 
disbursement procedures. A Project Management Unit (PMU) will be established under MED 
headed by project manager and an accountant, a software engineer and an administration 
support staff are proposed to help support the director in executing day to day project 
implementing activities. The PMU will be responsible for administering, implementing, monitoring, 
reporting and coordinating project activities. The PMU will also facilitate the proceedings of the 
National Project Steering Committee.  

 
3. The major risk identified during the assessment that needs to be address include: (i) weak 
or absence of an internal audit division with in MED; (ii) ineffective fixed asset control with in MED 
and its agencies; (iii) new PMU staff may not possess knowledge on ADB disbursement and 
financial management requirements; and (iv) operating integration of all implementing agencies 
with MED and other ministries (difficulty in coordination and communication). 
 
4. Overall risk assessment for the project is considered “Substantial”. Despite these risks 
with the given mitigation measures along with the action plan can be considered adequate to 
implement the proposed project satisfactorily. 

                                                
1  ADB.2016. Report and Recommendation of the President to the Board of Directors: Proposed Grant and Technical 

Assistance Grant to the Republic of the Maldives for the Kulhudhuffushi Harbor Expansion Project. Manila. 
2  ADB.2018. Report and Recommendation of the President to the Board of Directors: Proposed grant and Technical 

Assistance Grant and Administration Grant to the Republic of the Maldives for the Greater Male Environmental 
Improvement and Waste Management Project. Manila.  

3  Ministry of Economic Development, Maldives Customs Service, Maldives Food and Drug Authority, Ministry of 
Fisheries and Agriculture, Ministry of Defense and National Security, Maldives Ports Limited, Maldives Airport 
Company Limited, Maldives Monetary Authority are the other implementing agencies. 

4  ADB.2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant 
Republic of the Maldives: Inclusive Micro, Small, and Medium-Sized Enterprise Development Project. Manila. 





 
 

FINANCIAL MANAGEMENT ASSESSMENT REPORT 
South Asia Subregional Economic Cooperation Program National Single Window Project 

 
I. INTRODUCTION 

 
1. A financial management assessment of the Ministry of Finance (MOF) and the Ministry of 
Economic Development (MED) was conducted for National Single Window (NSW) project (the 
project) during June - August 2018 in accordance with ADB’s Guidelines for the Financial 
Management and Analysis of Projects (2005) and Financial Management Assessment Technical 
Guidance Note (May 2015). This included an assessment of the financial management capacity 
of MOF and MED including fund-flow and budgeting arrangements, staffing, accounting and 
financial reporting systems, financial information systems, internal controls, and internal and 
external auditing arrangements. The primary instrument used for the assessment was ADB’s 
financial management assessment questionnaire, information obtained through desk research 
and ICPS governance risk assessment. The most recent FMA done for Kulhudhuffushi Harbor 
Expansion Project1 and Greater Male Environmental Improvement and Waste Management 
Project2 is also used as they are more relevant in terms of the fund flow and role of MOF in donor 
funded projects and updated with recent information collected.  
 

II. PROJECT DESCRIPTION 
 

2. The project will develop a single window system for international trade facilitation and is 
focused on the following two outputs: 
 

Output 1: National Single Window system for international trade and reengineered 
trade processes established. The NSW system will be developed in two phases in order 
to accommodate the numerous changes involving multiple systems and stakeholders. Pilot 
tests will be run to validate the systems before Go Live operations. The Business Processes 
Reengineering3 measures recommended to streamline international procedures, such as 
simplification of license and issuance of permit, will be implemented. By 2022, the NSW 
legal framework including e-transaction bill will be finalized and submitted to Parliament. By 
project completion in 2023, the local NSW operator will be fully responsible for operations 
of the NSW. 

 
Output 2: Output 2: Capacity of relevant agencies and private sector users, including 
women, to utilize the national single window developed. The capacity building related 
to utilization and enhancement of the NSW is covered by the attached TA. For the relevant 
agencies, (i) business process errors reported by the relevant agencies will be reduced; and 
(ii) the NSW help desk will be competent and will be able to respond in a timely manner to 
requests for problem intervention. For private sector users, (i) ease of using the NSW will 
be rated high as per a user satisfaction survey; and (ii) an information-education-
communication plan will be developed and implemented in consultation with women’s 
organizations/non-government organizations located in inner and outer atolls. 

                                                
1  ADB.2016. Report and Recommendation of the President to the Board of Directors: Proposed Grant and Technical 

Assistance Grant to the Republic of the Maldives for the Kulhudhuffushi Harbor Expansion Project. Manila. 
2  ADB.2018. Report and Recommendation of the President to the Board of Directors: Proposed grant and Technical 

Assistance Grant and Administration Grant to the Republic of the Maldives for the Greater Male Environmental 
Improvement and Waste Management Project. Manila. 

3  ADB. 2017. Maldives Business Process Redesign Towards National Single Window. Unpublished report submitted 
to ADB (South Asia Department). The study was funded by TA 8435-REG:  Trade Facilitation in South Asia. 
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Output 3: High-level technologies to support national single window and trade 
facilitation pilot tested. The project includes pilot testing of the application of high-level 
technologies. Blockchain enables users to track shipping items, and to record all related 
documentation history on its distributed ledger without a chance of falsification. Blockchain 
has the potential to be adopted as the future operating system of the NSW system. An e-
payment gateway platform functions as a hub and simplifies the processing of payment 
transactions for electronic services. The e-payment gateway will be a component of the 
NSW system to be connected to e-payment systems. The project will disseminate pilot-
testing results, raise awareness, and build knowledge and capacity of the officials of all 
agencies related to the NSW system, to familiarize them with relevant blockchain and e-
payment applications. 

 
3. There are several implementing agencies involved in this project. The National Trade 
Facilitation Committee is headed by the minister of MED. The project steering committee is 
established with in MED and report to MED. MED is considered as the lead IA in this project4. 
MED needs to coordinate with the other agencies. MED will carry out the procurement and 
disbursements during the project implementation period. This FM assessment is carried out for 
MOF and MED. PMU is established under MED for the NSW project and all the financial 
transactions (loan, grant and counterpart fund disbursements) for the project expenditure are 
done through the PMU.  
 

III. COUNTRY LEVEL AND SECTOR ISSUES 
 

4. Recent Public Expenditure and Financial Analysis done by the International Monetary 
Fund (IMF) concluded that while progress has been made compared with a similar assessment 
in 2009, problem areas still remain5. However, problem areas include (i) fiscal risks associated 
with public enterprises and the financial position of local councils; (ii) lack of predictability and 
control of the budget execution process; and (iii) an incomplete picture of contingent liabilities 
arising from the government’s loan guarantees. While legislative scrutiny of the budget is 
increasing, there is still no appropriations act, and interpretations differ as to the extent to which 
the executive branch can reallocate funds within the approved aggregate budget (ADB’s Interim 
Country Partnership Strategy 2014-2015). Country Partnership Strategy Risks that were pointed 
out in the ICPS, 2014–2015 (related to governance as well as to public financial management, 
public procurement, and anticorruption) remain valid for the ICPS 2016 as well (including, in 
particular, capacity constraints across the relevant government agencies). In general, however, 
and as with the previous ICPSs, no serious governance risks could fundamentally jeopardize ADB 
operations in the country in the prioritized sector during this ICPS period (ADB’s ICPS- for 2016). 
 
5. Country level Public Financial Management (PFM) issues that potentially impact project 
implementation include lack of predictability and control over budget execution, capacity 
constraints across line agencies, ineffective internal controls, ineffective internal audit functions 
and weak legislative scrutiny of audit reports (Interim Country Partnership Strategy for 2014-15).  

 
6. Some governance challenges associated with public institutions affect significantly the 
business environment and the soundness and sustainability of economic and fiscal management. 
Such challenges include limited capacity in the public sector, a complex institutional framework 

                                                
4 Ministry of Economic Development, Maldives Customs Service, Maldives Food and Drug Authority, Ministry of 

Fisheries and Agriculture, Ministry of Defense and National Security, Maldives Ports Limited, Maldives Airport 
Company Limited, Maldives Monetary Authority are the other implementing agencies. 

5  International Monetary Fund.2014. Maldives. Public Financial Management – Performance Report. Washington DC. 
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with overlapping and sometimes unclear responsibilities, and deficiencies in the management of 
state-owned enterprises (SOEs). Institutional capacity remains much lower than that of an 
average upper middle-income country. Vulnerabilities and inefficiencies associated to public 
sector management also arise from weaknesses in the PFM and procurement systems. There 
are shortcomings with respect to budget preparation, execution, monitoring and evaluation; lack 
of transparency in budget management;’ deficiencies in debt management; and poor oversight 
and management of SOEs. Limited fiscal space associated to weak public finance management 
also constrains the ability of the government to fulfill its social objectives in a sustainable manner. 
Weaknesses in public sector management undercut the government’s ability to delivery services 
and perform regulatory functions which are critical to achieving progress towards the twin goals 
capacity6. 
 
7. World bank funded Public Financial Management Strengthening project is ongoing with 
additional financing approved. The objective of the Public Financial Management System 
Strengthening Project for Maldives is to enhance budget credibility, transparency and financial 
reporting of central government finances. The project aims to strengthen the public financial 
management environment, budget execution public accounting system and improving control 
environment. The additional financing is approved to bridge a gap in the original in areas of 
planning and budgeting, debt and cash management, financial reporting, procurement and SOE 
monitoring and oversight. This project aims to improve public financial management in ministries 
and aims to introduce modified accrual-based accounting to the public-sector ministries and 
departments.  

 
A. ADB Portfolio 
 
8. Preparing Outer Islands for Sustainable Energy Development (POISED) Project under 
grant number: G409, G410 and G429, Inclusive Micro, Small & Medium-Sized Enterprise 
Development (MSMED) Project with loan number: L2867 and grant number: G290, and 
Kulhudhuffushi Harbor Expansion Project (G489) are ongoing ADB supported projects in 
Maldives. Overall contract awards and disbursements has exceeded the targets by 233% during 
2017. However as of July 2018, the contract awards are at US$0.475mn which is only 2% of the 
annual target of US$19.21mn. The disbursement for the current year is at US$3.749mn which is 
58% against the 2018 target of US$6.452mn. The Tripartite Portfolio Review Meeting held in July 
2018 to review progress highlights delay in submitting Audited Projects Financial Statements 
(APFS) for L-2867 and procurement delay for G489. L2867, G290 is closing on 30 July 2018. 
POISED and G489 is using ADB’s advance fund procedure. For both the projects advance fund 
turnover ratio is below the standard of 2.00. This is evident from lower contract awards ratio for 
2018 and in absence of contracts only the PMU expenditure must be paid through the advance 
funds and resulting in lower advance fund turnover ratio. It can be observed that there is a delay 
in receiving APFS for FY 2017 across ADB funded projects in Maldives. At the time of fact-finding 
mission in August none of the APFSs were submitted to ADB.  

 
B. Executing Agency 

 
9. MOF is the Executing Agency for the proposed project and MED will be the implementing 
agency. MOF is supervised by a Permanent Secretary (PS) who reports to the Minister of Finance 
and Treasury. The National Bureau of Statistics, Tender Evaluation Board, National Pay Review 
Board and the Privatization and Corporatization Board are reporting to the Minister of Finance 
and Treasury. The Corporate Affairs Division, Treasury and Public Accounts Division, Fiscal 

                                                
6 The World bank Group.2016. Country Partnership Framework for Republic of Maldives for the period FY16-19 
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Affairs Division, Resource Mobilization and Debt Management Division, State Property 
Management Division, SOEs Financial Performance Monitoring Division, Internal Audit and 
Investigation Division, Economic and Development Policy Division, Public Procurement Division, 
Information, Communication Technology Division are the other Divisions under MOF. The chief 
finance executive in finance section is the Financial Controller who is reporting to Minister of 
Finance and Treasury.  
 
C. Implementing Agency  

 
10. MED is the lead implementing agency. There are several other implementing agencies 
involved in this proposed project namely Maldives Customs Service, Maldives Food and Drug 
Authority, Ministry of Fisheries and Agriculture, Ministry of Defense and National Security, 
Maldives Ports Limited, Maldives Airport Company Limited and Maldives Monetary Authority. The 
National Trade Facilitation Committee is headed by the minister of MED. MED has prior 
experience in implementing ADB funded MSMED project which closed on 30 June 2018. PMU is 
established under MED for the NSW project and all the financial transactions (loan, grant and 
counterpart fund disbursements) for the project expenditure are done through the PMU.  
 
11. Currently the head of the finance and administration (the director) position is vacant. The 
position has been vacant since 2016. There are six members in the finance unit of MED who 
possess advance diplomas in accounting and some of them are undergoing training to obtain 
professional qualifications in accounting. The senior economic officer is looking after the finance 
director’s role until the vacancy is filled. This may contribute to delay in finalizing entity audited 
financial statements of MED. Further this may contribute to delay in preparing accurate budget 
requests and as a result obtaining required counterpart funds may also be delayed.  

 
12. There is clear segregation of duties with in the finance function. The payment vouchers 
are manually prepared and after obtaining the required approval then park it in SAP for payments. 
The SAP system also is password protected and vouchers can be uploaded and approved for 
payment by relevant authorized officials. Although the manual payment vouchers are scanned 
and uploaded in SAP, still the manual records are also kept for more than five years.   

 
13. The latest available audit report for MED is for the FY 2015. Below are the main points 
translated for this assessment.  

 
(i) In Maldives Immigration (which functions as an authority under MED), reports taken 

from "Service encoded document electronic system" shows that MVR 3.8 million was 
received from Jan 2015 to mid-Feb of that year. However, detailed records of this 
money cannot be seen from this system.  

 
(ii) Maldives Immigration did not hand over some handwritten receipts for money 

collected from Maldives Airports Company Limited, to the Auditor General's Office 
(AGO). Therefore, the AGO cannot verify the details of MVR 4 million written in the 
books as money received in this way. 

 
(iii) MED and the authorities which operate under it (Maldives Immigration, Transport 

Authority, Labor Relations Authority) have not properly maintained its register of 
assets. Therefore, the AGO cannot verify that the total asset value of MVR 36 million 
is accurate. 
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14. AGO in his report has recommended MED to properly record all money received, and to 
maintain its register of assets properly. The draft report for 2016 is expected within September 
2018. The final report can be expected during the first quarter of 2019. The audit activities for FY 
2017 have been started in outer islands. MED also has initiated to digitize asset register and is 
working on recording and barcoding the assets. 
 
D. Budgeting and Reporting   

 
15. All public-sector ministries and departments are financed entirely by the government 
budget. Budgeting is carried out as a bottom up process. Each ministry prepares its budget and 
presents it to MOF. MOF then consolidates the budget while consultations are held with ministries 
to clarify their budgets. The consolidated budget is presented to the Parliament each year for 
approval.  
 
16. Financial statements for MOF covers the entire public sector. Financial reporting is based 
on a single Chart of accounts across the public sector. Financial reporting is done monthly and 
annually by MOF. Actual and budgeted expenditure are presented and compared in the financial 
reports. 
 
17. All payments for public sector expenditure are centralized with MOF using single treasury 
account system. Further there is an automated accounting system used across the public sector 
called Systems and Applications (SAP) in data processing. Resource Mobilization and Debt 
Management Division within MOF monitor disbursement and then record the loan disbursements 
in the Commonwealth Secretariat Debt recording and Management System. MOF staff are the 
authorized signatories to withdraw donor funds. PMUs forward documents as per donor 
requirements to MOF. Designated staff at MOF are scrutinizing withdrawal applications and 
supporting documents received before forwarding to donor agencies for disbursements.  
   
E. Accounting Policies and Procedures 

 
18. The public-sector organizations are using IPSAS cash basis in recording their financial 
transactions. The financial year for public sector in Maldives is from 1st January to 31st December 
which is same as the calendar year. The ministry level financial statements are prepared in 
Maldivian Language: Dhivehi. Project financial statements and progress reports are prepared in 
English. There is an ongoing world bank funded Public Financial Systems Strengthening Project 
with additional financing approved. This project aims in facilitating IPSAS accrual basis 
accounting for the public-sector organizations. 
 
19. All public expenditure gets recorded in SAP. All funds irrespective of funding source needs 
to be approved and reflected in a given year’s budget before making any payment. Accordingly, 
all expenses of MED are recorded in the SAP system. At the time of payment, the project 
expenses related to donor funds paid as direct payments does not get recorded under SAP 
system immediately while counterpart funds and advance fund payments are being recorded in 
the SAP. The project expenses (specially the direct payments) are recorded in excel and at the 
end of each month expense records are uploaded to SAP by the Treasury and Public Accounts 
Division of MOF.  

 
20. PMU can purchase a separate off the shelf accounting software that can record cash-
based transactions and generate project financial statements. This system would be beneficial 
for the PMU to generate periodic financial progress reports of the project as per ADB’s 
requirements. 
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F. Internal Audit  
 

21. Internal audit is a key element of any organization’s internal controls. It is an independent 
objective assessment of all financial activities and designed to add value and improve overall 
performance. There is no internal audit carried out in MED. Also, there is no internal audit division 
within the approved carder of MED. 
 
22. MOF has taken some initiative to improve public financial management and accountability 
within the country. There is a Public Finance Regulation issued by MOF in February 2017. 
Accordingly, internal audit across the public sector is now centralized and is working on the 
necessary formalities. This regulation covers (i)   Preparation of Annual State Budget, (ii) Budget 
Release  and Authorization of Expenditure, (iii) Public Monies, Collection, Receipt and Accounting 
of Public Monies, (iv) Public Expenditure and Maintenance of Accounts, (v) Salaries, Wages, 
Benefits and Employees Expenditures,  (vi)Travel Expenses, Meetings and Conferences 
Expenditures, (vii) Expenditure from Assistances and Maintenance of Accounts ,(viii) public 
procurement system, (ix) State Internal Audit, (x) Investigation, Taking Actions, and Penalties for 
Violations of Public Finance Regulation of Maintenance and Handling of Public Properties and 
Monies and Maintenance of Accounting Records etc.  

 
23. This regulation does not mandate all ministries to have their own internal audit. 
Establishing IA unit in a line Ministry/Agency is decided based on the risks and decision will be 
taken after carrying out cost benefit assessment. When the Minister in a line Ministry wish to 
establish internal audit function then such request must be written to the Minister of Finance and 
Treasury for approval. Those who does not have internal audit provisions within their ministries 
(in absence of an approved cadre) may also approach MOF for the support. MED and PMU can 
request the projects internal audit to be carried out by the MOF. Accordingly, the internal audit 
section in MOF can include the NSW project in annual internal audit plan. PMU to agree to the 
frequency of the internal audit. Project implementation team can monitor this during project 
progress review and update FM action plan accordingly. The findings should be reported to the 
project director and to the head of MED in line with IA guidelines. Minimum two spot audits per 
year is beneficial.  
 
G. External Audit  

 
24. The supreme audit institute in Maldives is the Auditor General’s Office (AGO). The Audit 
act of 4/2007 sets out the requirements for the AGO to audit the government institutions, and 
government trading bodies and to carry out performance audit for these institutes. The annual 
financial statement of the government is prepared and submitted to AGO by MOF. AGO is vested 
with power to inform the parliament of any noncompliance. AGO is mandated to promote public 
accountability and good governance and sound financial management in the administration of the 
government institutions, state owned enterprises and joint venture companies in which the state 
holds shares.  
 
25. Private sector audit firms such as KPMG, PWC, E&Y have their presence in Maldives. 
They audit mainly the private sector companies. They act as auditor for some of the donor funded 
projects including ADB funded projects. The auditor general maintains a roster of chartered 
accounting firms and appoints them to carry out the external audit on behalf of AGO.  
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H. Project Management Unit  
 

26. A separate PMU will be established within MED to execute the project. PMU will be led by 
a project manager. The Project manager will be appointed in accordance with the government 
recruitment and appointment procedure and will report to the head of MED. The PMU will be 
responsible for administering, implementing, monitoring, reporting and coordinating project 
activities. The PMU will also facilitate the proceedings of the National Project Steering Committee. 
A project accounting staff, a software engineer and an administration support staff are to be 
recruited for the PMU. These key PMU staff are to be recruited following government recruitment 
procedure for donor funded projects.  
 
27. There are several implementing agencies involved in this project. However, the PMU is 
established under MED and is expected to carry out fund withdrawal and disbursements during 
project implementation. There needs to have a proper coordination among all other implementing 
agencies. An internal communication procedure needs to be in place which facilitate accurate and 
consistent information sharing. There is a need to have a procedure that records discussions, 
objections, decisions taken among all implementing agencies.     
  
28. MED has prior experience in implementing ADB funded project. PMU and key MED staff 
can be invited for the training programs organized by ADB on procurement, loan disbursement, 
project management and financial management. Online training for project staff on disbursement 
policies and procedures is available at www.adb.org/disbursement_elerning. Project staff are 
encouraged to follow this training to help ensure efficient disbursement and fiduciary control.  

 
I. Strengths and Weaknesses  

 
Strengths 

 
(i) all payments under donor funded projects are subject to review by MOF in addition 

to the implementing agency (PMU); 
 

(ii) advance fund account (formerly known as imprest fund procedure) can be opened 
and maintained in the same currency as per the advance at Maldives Monitory 
Authority (MMA). As the advance does not get converted to local currency 
immediately the advance given has low impact on currency conversion (especially 
when the advance to be returned government need not finance conversion loss 
etc.) Foreign currency payments can also be paid from this advance account;  

 
(iii) AGO is experience in auditing foreign funded projects including ADB; and  
 
(iv) standard template prepared by AGO on reporting annual financial statements  

 
Weaknesses  

 
(i) there is no established internal audit function within the MED; 
 
(ii) delay in finalizing entity audit reports and Audited Project financial statements for 

the ongoing projects, for MED (latest available is for FY2015 and for ongoing 
projects FY 2017 APFS were not available even by August 2018) diluting the 
effectiveness of audit findings since corrective actions are delayed; 
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(iii) absence of head of Finance and Administration (Director) in MED cause delay in 
report submission and accuracy, reliability of financial information generated; and  

 
(iv) ineffective fixed assets control – MED and agencies under it have not properly 

maintained its asset registry  
 

29. Project’s financial management arrangements have taken into consideration the 
weaknesses identified here. 
 
J. Auditing and Public Disclosure 
 
30. The project financial statements will be annually audited by the AGO. The audited project 
financial statements together with the auditor’s opinion should be presented in the English 
language to ADB within 6 months from the end of the fiscal year by the EA. EA, IA and PMU need 
to work together in finalizing an audit TOR for this project and ADB can provide required guidance.  
 
31. The AGO has a standard template prepared for presentation of financial statements for 
public sector institutes of Maldives. The PMU accountant can use this template in preparing 
project financial statements. The project financial statement should also cover ADB financial 
management requirements. The financial statements should be submitted to AG within two 
months from the end of the fiscal year allowing sufficient time for the AG to carry out the audit and 
issue opinion within covenanted period.   
 
32. The PMU is expected to set up and maintain separate project accounts and records by 
funding source for all expenses incurred, on components and counterpart funds received in 
relation to the project activities and prepare project financial statements in accordance with 
International Public-Sector Accounting Standard for cash-based accounting, the government's 
accounting laws and regulations which are consistent with international accounting principles and 
practices. The audited financial statement should comprise of but not limited to  ; (i) issuance of 
specific opinion on: use of proceeds for purpose(s) intended, compliance with financial covenants 
(specify specific covenant and computation, as applicable),  auditor’s confirmation if previous 
years audit findings were settled (ii) inclusion of notes for significant accounting policies 
(accounting basis, reporting framework) and description of project, nature, and activities (iii) 
comparative actual cumulative expenditures against project cost estimate based on grant/loan 
allocation by expenditures categories (iv) inclusion of a reconciliation statement or summary of 
ADB loan/grant proceeds received and reported in the APFS against ADB’s actual paid 
withdrawal applications in LFIS/GFIS, (v) Provision of a copy of updated status of audit findings 
and resolution of outstanding audit issues including concrete actions taken or agreed with auditor 
to resolve audit observation in management letter. 
 
33. Compliance with financial reporting and auditing requirements to be monitored by review 
missions and followed up regularly with all concerned, including the external auditor. MED was 
informed of ADB’s public disclosure requirement on Audited Project Financial Statements. 

 
K. Fund Flow Arrangements  
 
34. The project will be financed only by ADB and the GOM. ADB direct payment, 
reimbursement and advance fund procedure can be used for disbursement of ADB funds. One 
advance fund account for each funding source would be opened at MMA. Advance fund should 
only be used for the eligible ADB share of the expenses. PMU can use this advance account to 
pay foreign currency payments as well as MVR. For all ongoing ADB portfolio a sub account is 
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either not proposed or not in operation. Therefore, sub account arrangement is not proposed for 
NSW project (attachment 1 – Fund flow diagram).  
 
35. Use of Client Portal for Disbursement is encouraged for this proposed project as the 
system is already introduced to the ongoing projects in Maldives. Upon effectiveness of the project 
PMU should inform ADB, the nominated CPD creators and approvers (if any). As the project is to 
be implemented smooth fund flow is the key to project success. When the advance given to PMU 
reduces to half, it is recommended that the PMU to submit replenishment requests to ADB to 
ensure that the project has sufficient cash to make payments.  For payments through advance 
fund implementing agency will prepare the payment voucher through SAP. Treasury and Public 
Accounts Division of MOF requests MMA to release the funds directly to 
contractors/consultants/suppliers. Payments from advance account will be authorized by T-PAD’s 
signatories who are appointed to authorize payments in the SAP system. As a result, there is a 
strong scrutiny on advance fund payment by MOF.  

 
36. Advance fund procedure is used for all ongoing ADB funded projects and MOF and 
respective implementing agencies are familiar with it. PMU staff can discuss and seek guidance 
from them in operating the advance fund account.  

 
37. Individual payments exceeding US$200,000 for works, consultancy and purchase of 
equipment can be paid directly by ADB while other expenses below this limit can be paid from the 
advance fund account established for the respective funding source. The internal audit procedure 
can detect among other things any mishandle of funds, documentation etc. and take corrective 
actions. With the centralized Internal Audit guideline approved in 2017, Internal Audit cell within 
MOF can undertake the internal audit function of the proposed project. With this risk mitigation 
measure SOE procedure can be proposed for individual expenditure below US$100,000.  

 
38. All assets purchased under the project should be properly labelled. Asset registry should 
be maintained with the asset name, location, quantity, user details of the asset etc.  and any 
missing damaged or obsolete items if any needs to be properly documented. PMU need to ensure 
they are handed over to the respective government organization upon winding up of PMU 
following procedures established with in Maldives.  

 
L. Counterpart Funds 

 
39. Counterpart funds are from MOF. Counterpart funds are approved in the same way the 
government budget is being approved. It is the role of the MED to include the counterpart funding 
requirement to their annual budget. Once the budgetary provisions are approved MOF releases 
the funds. As any payment from government budget is paid through SAP, the counterpart funds 
are also being paid through SAP. PMU accountant shall prepare required supporting documents 
and forward it to MED for online submission through SAP system to MOF.   

 
M. Retroactive Financing Requirements  

 
40. The retroactive financing is requested only for eligible expenses incurred for project 
management unit staff salaries. This should not exceed 20% of the ADB loan, incurred before 
loan effectiveness, but not earlier than 12 months before the signing of the loan agreement. The 
detailed procedure shall follow the reimbursement arrangement described in ADB’s Loan 
Disbursement Handbook (2017, as amended from time to time). 
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N. Risk Analysis  
 
41. The FMA has considered two types of risks, (i) inherent risks, i.e. risks outside the direct 
control of the entity financial management, and (ii) control risks, i.e. risks concerning the internal 
functioning and control of the entity’s finance division. The following key risks have been identified. 
Key risks such as weak internal audit, ineffective fixed asset management, for which a financial 
management action plan is proposed below. The financial management risk is considered 
substantial. With the proposed risk mitigating measures, it is expected that the financial 
management capacity would be adequate to carry out the project. 
 

Table 1:  Risk Assessment 
Area of 
Assessment 

Risk 
Rating 

Risk Assessment Mitigation Measures 

Inherent Risk 

Country 
Specific  

 
 

M 

Absorption capacity of 
government for capital 
expenditure and adequacy 
of O&M budget  

 

World bank funded Financial Management 
Strengthening project is ongoing with additional 
financing approved. The PFM project has assisted and 
enabled the government to follow a medium- term 
approach to debt management as a result of 
strengthening activities of the debt management and 
reporting systems, process and capacity. A 
comprehensive legal review further had helped to 
amend the key PFM laws to provide a sound legal 
framework for PFM. The public accounting system 
(PAS) material management module is now in 
operation across the key government agencies and 
being used to control commitments. ADB can closely 
monitor project activities during implementation. 

 
Entity Specific 

 
S 

Head of finance and 
administration division 
(director) position is vacant 
with in MED 

This will affect the generation of financial statements 
and preparation of accurate estimates. MOF to give 
required approval, MED to fill the vacant position before 
the loan and grant effectiveness. 

 
Project Specific  

 
 

M 

Large number of 
Implementing Agencies are 
involved. Several different 
ministries & agencies that 
are not under MED (This 
requires strong interaction 
among all agencies, MOF 
and ADB)  

Coordination and information sharing between 
agencies are inbuilt to the project design. MED is the 
lead IA. PMU is established in MED. MED has already 
established working groups comprising all other related 
agencies and is working on improving their existing IT 
systems. The fund flow is designed based on this 
arrangement. 
 
A proper internal communication procedure needs to be 
in place which facilitate accurate and consistent 
Information sharing among all implementing partners 
including ADB. 

Overall 
inherent risk  

Substantial 
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Area of 
Assessment 

Risk 
Rating 

Risk Assessment Mitigation Measures 

Control Risk 

Implementing 
Agency  

L MED has prior experience in 
implementing ADB funded projects.  

MED has implemented MSMED project.    

Fund Flow L Advance account is opened and 
operated at MMA.   
No sub accounts are proposed. 
MOF is overseeing all withdrawal 
applications to ADB. advance fund 
payments are being scrutinized by 
MOF before making the payment. 
Required counterpart budget to be 
given by MOF. Occasional delay in 
receiving funds were observed. 

MED and project director should work closely 
to avoid any delays in obtaining counterpart 
funds. 
 

Staffing M Dedicated full time accounting staff 
need to be recruited for the PMU. 
However, may not possess 
necessary exposure required on 
ADB procedures.  

The loan and grant implementation 
arrangement provide sufficient funds to 
contract out key project staff with attractive 
incentives.  
PMU staff are to follow online training materials 
available on ADB web site. When ADB 
organize training programs, workshops, or 
other means (such as VC etc.) on 
disbursement and financial management, 
PMU staff are encouraged to join.  

Accounting 
policies and 
procedure 

L Public sector institutes follow IPSAS 
cash basis of accounting. There is a 
standard template prepared by 
AGO for donor funded project 
financial reports.  

 

Internal Controls S Ineffective fixed assets control -  
AGO report for FY2015 highlighted 
that fixed asset registry is not 
properly maintained  
Ineffective records maintained for 
money collected - Maldives 
Immigration under MED have not 
maintained proper records of money 
received and also manual receipts. 
As a result, AGO could not verify the 
money received recorded in the 
financial statements and accuracy 
of the total assets recorded in the 
financial statements. 

PMU accountant to maintain a separate fixed 
asset register for the assets purchased under 
the project. These are to be properly labelled 
and reconcile with records maintained by other 
IAs (if assets purchased under project are 
handed over to other IAs). Further any money 
received or collected under the proposed 
project should be recorded with manual 
receipts. All payments should be 
acknowledged by the relevant recipients and 
recorded properly.    

Internal Audit S There is no internal audit function 
within MED.  

Internal audit function is centralized within 
MOF (Internal Audit cell). Proposed project 
should be included in the internal audit plan of 
the MOF’s internal audit division. Internal audit 
function should particularly focus on effective 
operation of internal controls. Frequency of the 
review should be agreed by PMU. 
Effectiveness of this to be monitored during 
project implementation. 

External Audit S Agency Level 
 
Delays in finalizing audited entity. 
Latest available is for FY 2015. 

Agency Level 
 
2016 Audit report needs to be finalized earliest 
and should work to complete 2017 report. MED 
must work with AGO on this. 
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Area of 
Assessment 

Risk 
Rating 

Risk Assessment Mitigation Measures 

Project Level 
 
AGO to carry out the external audit.  

Project Level 
 
PMU to prepare project financial statements in 
a prescribed manner within two months of the 
fiscal year end allowing AGO sufficient time to 
carry out the audit. The audited project 
financial statements to be submitted in English 
language to ADB within 6 months of the end of 
fiscal year. MED, PMU can work with ADB to 
prepare an audit TOR. 

Reporting and 
monitoring 

S Public sector financial statements 
are prepared in accordance with 
IPSAS cash basis. 
 
All government expenses are 
recorded in SAP. Project to procure 
off the shelf accounting package.  
 
 
 
Delay in submitting APFS for L2867   
 
 

Annual audited financial statements to be 
submitted to ADB. Project financial statement 
to include the ADB requirements mentioned in 
para 40 of this FM assessment. Prepare 
project financial statement within two months 
from the fiscal year end.  
 
AGO has designed a template for project 
financial statements. Periodic progress reports 
should include physical and financial progress, 
information on cumulative expenditure, a 
comparison with physical and financial 
progress etc. 

Information 
Systems 

M SAP is used for record of public 
sector expenses  

PMU to procure off- the-shelf accounting 
package for the project. Action should be taken 
to periodically reconcile PMUs records with 
MOF records to identify any mismatches. 

Overall   Substantial 

H= High, S=Substantial, M=Moderate, N=Negligible or Low. 

 
IV. PROPOSED ACTION PLAN 

 
42.  The financial management inherent and control risk assessment identified a series of 
potential risk events. These risks events, and the suggested actions to mitigate their impacts, are 
listed in the proposed time-bound action plan below (Table 2). ADB discussed the proposed plan 
with MED on 14 August 2018 and the IA in principle agreed to its implementation. The proposed 
action plan for FM related activities are as follows: 
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Table 2: Financial Management Action Plan 

Risk Area Action Plan Responsibility Timeframe 

Weak financial  
reporting and  
budgeting  

MED to fill the vacant director finance and 
administration position  

MED As soon as possible 

Relevance of  
information  

Audit report of MED for FY 2016 to be 
finalized and issued.  

MED Before 2019 – Q1   

Staffing  Recruitment of PMU staff  
 comprising Project Manager, Project 
Accountant IT officer and project 
administration officer 

MED & MOF Before negotiation 

PMU staff are to follow online training 
materials available on ADB web site. 
When ADB organize training programs, 
workshops, or other means such as VC 
etc. on disbursement and financial 
management, PMU staff are encouraged 
to join. 

MED/ PMU Online course to be 
followed within the first 
year.  
 
 

Internal control PMU accountant to maintain a separate 
fixed asset register for the assets 
purchased under the project with proper 
labeling of assets and reconcile with 
records maintained by other IAs (if assets 
purchased under project are handed over 
to other IAs.) 

MED/PMU Upon establishing the 
PMU and continue to 
update 

Money received/ collected under the 
proposed project should be recorded and 
corresponding records should be 
available for verification. All payments 
should be acknowledged by the relevant 
recipient and should be available for 
verification. 

MED/PMU As an when a 
transaction occurs 

Proposed project should be included in 
the internal audit plan of the MOF’s 
internal audit division. Internal audit 
function should particularly focus on 
effective operation of internal controls.  

MED/PMU Frequency should be 
agreed by PMU.  

Delay in project 
implementation and 
risk of making late 
payment interest 
contributing to 
increase in overall 
project cost 

Obtain required counterpart budget on 
time. Estimate requirement for each year 
during the budget process with accurate 
projection based on the need (work plan 
and the progress). 

MED/MOF/ADB Annually (estimate 
should start by 
June/July every year) 

Inaccurate financial 
information generated 

Accounting System – Procuring of off the 
shelf accounting package 

MED/PMU As soon as the PMU is 
set up 

Reliability and 
reasonable assurance 
on the financial 
statements/ use of the 
funds for intended 
purpose 

Prepare project financial statement within 
two months from the fiscal year end. 
Project financial statement to include the 
ADB requirements mentioned in para. 40 
of this FM assessment. 

MED/PMU Every year 

Submit audited project financial 
statements to ADB within 6 months from 
the fiscal year end 

MED/MOF Every year 

Finalize audit TOR  MED/PMU Within three months of 
effectiveness 
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V. SUGGESTED COVENANTS 
 
43.  MED will ensure the financial accounts are audited in accordance with International 
Standards on Auditing and the government’s audit regulations by an auditor acceptable to ADB. 
The audited project financial statements will be submitted in English language to ADB within 6 
months of the end of fiscal year by MED. 

 
VI. CONCLUSION 

 
44. Financial management assessment of MOF and MED was carried out for the proposed 
National Single Window Project. Based on the findings related risks are identified and mitigation 
measures are proposed. With the proposed risk mitigation measures MED’s overall financial 
management arrangements are adequate to implement this proposed project.  
 
 
 
Attachments: 
1) Attachment 1.   Project Fund Flow Diagram  
2) Attachment 2.   MED Organogram 
3) Attachment 3.   Financial Management Assessment:  Questionnaire 
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Attachment 1 
PROJECT FUND FLOW DIAGRAM 

 

 
ADB = Asian Development Bank, MED = Ministry of Economic Development, MOF = Ministry of Finance, PMU = project 
management unit, MMA = Maldives Monetary Authority, WA = withdrawal applications 
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Financial Management Assessment Questionnaire1  
(Note: This questionnaire should be used as a tool only to gather information relevant 

for assessing financial management capacity of executing and implementing agencies. It 

may be used selectively for second subsequent projects, or periodic financing reports. 

Additional questions may be required as deemed fit). 

  Topic Response Potential Risk 
     Event 

 1. Executing / Implementing Agency   
 1.1 What is the entity’s legal status / registration?   
 1.2 How much equity (shareholding) is owned by the   
  Government?   

      
 1.3 Obtain the list of beneficial owners of major blocks   

  of shares (non-governmental portion), if any.2   
      
 1.4 Has the entity implemented an externally-financed   
  project in the past? If yes, please provide details.   

      
 1.5 Briefly describe the statutory reporting   
  requirements for the entity.   
      

 1.6 Describe the regulatory or supervisory agency of   
  the entity.   
      

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

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

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

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

 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.   

 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?   
 2.3 Are the disbursement methods appropriate?   
      

      
 
1 This questionnaire should be administered by ADB staff or consultant (the Reviewer), and utilized only to obtain 

information, and to identify and describe potential risk events. Rating of risks should be carried out separately by 
assessing their likelihood and impact.  

2 In such cases, consult OAI on the need for integrity due diligence on non-governmental beneficial owners.  



2 Attachment 3   
     
  Topic Response Potential Risk 
    Event 
 2.4 What have been the major problems in the past   
  involving the receipt, accounting and/or   
  administration of funds by the entity?   
     
 2.5 In which bank will the Imprest Account (if   
  applicable) be established?   
     

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

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

 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.   
 2.10 Is the entity exposed to foreign exchange risk? If   

  yes, describe the entity’s policy and arrangements   
  for managing foreign exchange risk.   

 2.11 How are the counterpart funds accessed?   
     
 2.12 How are payments made from the counterpart   
  funds?   
     

 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?   

 
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?  
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   Event   

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

 organizational structure of the accounting     
 department? Attach an organization chart.     
      

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

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.     
3.4 Is the project finance and accounting function     

 staffed adequately?     
      

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

3.6 Are the project finance and accounting staff     
 trained in ADB procedures, including the     
 disbursement guidelines (i.e., LDH)?     
3.7 What is the duration of the contract with the     

 project finance and accounting staff?     
      

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

      
3.11 What is the turnover rate for finance and     

 accounting personnel (including terminations,     
 resignations, transfers, etc.)?     
3.12 What is training policy for the finance and     

 accounting staff?     
      

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

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

 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.   

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

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

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

 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?   
     

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

 Budgeting System   
     

 4.10 Do budgets include physical and financial targets?   
     

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

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

4.13 Are approvals for variations from the budget 
required (i) in advance, or (ii) after the fact?  
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4.14 Is there a ceiling, up to which variations from the 

budget may be incurred without obtaining prior 
approval?  

 
4.15 Who is responsible for preparation, approval and 

oversight/monitoring of budgets?  

 
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?  

 
4.17 Are the project plans and budgets of project 

activities realistic, based on valid assumptions, 
and developed by knowledgeable individuals?  

 
Is there evidence of significant mid-year revisions, 
inadequate fund releases against allocations, or 
inability of the EA to absorb/spend released 
funds?  

 
Is there evidence that government counterpart 
funding is not made available adequately or on 
a timely basis in prior projects?  

 
What is the extent of over- or under-budgeting 
of major heads over the last 3 years? Is there a 
consistent trend either way?  

 
 
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?  

 
4.19 Are all invoices stamped PAID, dated, reviewed 

and approved, recorded/entered into the system 
correctly, and clearly marked for account code 
assignment?  

 
4.20 Do controls exist for the preparation of the 

payroll? Are changes 
(additions/deductions/modifications) to the 
payroll properly authorized?  



6 Attachment 3   
     
  Topic Response Potential Risk 
    Event 
 Policies And Procedures   
     

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

 4.22 What accounting standards are followed   
  (International Financial Reporting Standards,   
  International Public Sector Accounting Standards   

  – cash or accrual, or National Accounting   
  Standards (specify) or other?   

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

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

 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?   
     

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

 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?   
     

 4.28 Are manuals distributed to appropriate personnel?   
     

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

 Cash and Bank   
     

 4.30 Indicate names and positions of authorized   
  signatories for bank accounts. Include those   
  persons who have custody over bank passwords,   
  USB keys, or equivalent for online transactions.   

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

 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?   

 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?   

 4.34 Are all reconciling items approved and recorded?   

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

 4.36 Are there any persistent/non-moving reconciling   
  items?   
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4.37 Are there appropriate controls in safekeeping of     

 unused cheques, USB keys and passwords,     
 official receipts and invoices?     
4.38 Are any large cash balances maintained at the     

 head office or field offices? If so, for what     
 purpose?     
4.39 For online transactions, how many persons     

 possess USB keys (or equivalent), and     
 passwords?  Describe the security rules on     
 password and access controls.     
Safeguard over Assets     

      

4.40 What policies and procedures are in place to     
 adequately safeguard or protect assets from     
 fraud, waste and abuse?     
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?     
4.42 Are subsidiary records of fixed assets, inventories     

 and stocks kept up to date and reconciled with     
 control accounts?     
      

4.43 Are there periodic physical inventories of fixed     
 assets, inventories and stocks? Are fixed assets,     
 inventories and stocks appropriately labeled?     
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?     
4.45 Describe the policies and procedures in disposal     

 of assets. Is the disposal of each asset     
 appropriately approved and recorded? Are steps     
 immediately taken to locate lost, or repair broken     
 assets?     
4.46 Are assets sufficiently covered by insurance     

 policies?     
      

4.47 Describe the policies and procedures in identifying     
 and maintaining fully depreciated assets from     
 active assets.     
Other Offices and Implementing Entities     

      

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

4.49 Describe the staff, their roles and responsibilities     
 in performing accounting and financial     
 management functions of such offices as they     
 relate to the project.     
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?      
4.51 Does information among the different offices/ 

implementing agencies flow in an accurate and 
timely fashion? In particular, do the offices other   
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 than the head office use the same accounting and   
 reporting system?   
 4.52   Are periodic reconciliations performed among the   
 different offices/implementing agencies?   
 Describe the project reporting and auditing   
 arrangements between these offices and the main   
 executing/implementing agencies.   

 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.   

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

 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?   
 5. Internal Audit   
 

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

5.2 What are the qualifications and experience of the 
IA staff?  

 
5.3 To whom does the head of the internal 

audit report?   
5.4 Will the internal audit department include the 

project in its annual work program?   
5.5 Are actions taken on the internal audit findings?  

 
5.6 What is the scope of the internal audit program? 

How was it developed?   
5.7 Is the IA department independent?   
5.8 Do they perform pre-audit of transactions?   
5.9 Who approves the internal audit program?   
5.10 What standards guide the internal audit program?   
5.11 How are audit deficiencies tracked?  

 
5.12 How long have the internal audit staff members 

been with the organization?   
5.13 Does any of the internal audit staff have an IT 

background?   
5.14 How frequently does the internal auditor meet 

with the audit committee without the presence of   
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 management?      
      

5.15 Has the internal auditor identified / reported any     
 issue with reference to availability and      
 completeness of records?      
5.16 Does the internal auditor have sufficient     

 knowledge and understanding of ADB’s guidelines     
 and procedures, including the disbursement     

 guidelines and procedures (i.e., LDH)?     

6. External Audit – entity level      
6.1 Is the entity financial statement audited regularly     

 by an independent auditor? Who is the auditor?     
      
6.2 Are there any delays in audit of the entity? When     

 are the audit reports issued?      
      
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?     
      
6.4 Were there any major accountability issues noted     

 in the audit report for the past three years?     

      
6.5 Does the external auditor meet with the audit     

 committee without the presence of management?     

      
6.6 Has the entity engaged the external audit firm for     

 any non-audit engagements (e.g., consulting)? If     
 yes, what is the total value of non-audit     
 engagements, relative to the value of audit     
 services?      
6.7 Has the external auditor expressed any issues on     

 the availability of complete records and supporting     
 documents?      
      

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)?     
6.9Are there any material issues noted during the     

 review of the audited entity financial statements     
 that were not reported in the external audit     
 report?      

External Audit – project level      
6.10 Will the entity auditor audit the project accounts or     

 will another auditor be appointed to audit the     
 project financial statements?      
6.11 Are there any recommendations made by the     

 auditors in prior project audit reports or     
 management letters that have not yet been     
 implemented?      
6.12 Is the project subject to any kind of audit from an     

 independent governmental entity (e.g. the      
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  supreme audit institution) in addition to the   
  external audit?   
     

 6.13 Has the project prepared acceptable terms of   
  reference for an annual project audit? Have these   
  been agreed and discussed with the EA and the   
  auditor?   

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

 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)?   

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

  [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?   

 7. Reporting and Monitoring   
     

 7.1 Are financial statements and reports prepared for   
  the entity?   
     

 7.2 Are financial statements and reports prepared for   
  the implementing unit(s)?   
     

 7.3 What is the frequency of preparation of financial   
  statements and reports? Are the reports prepared   
  in a timely fashion so as to be useful to   
  management for decision making?   
     

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

 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?   
     

 7.6 Are financial management reports used by   
  management?   
     

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

 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?   
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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?     
7.10 Does the entity have experience in implementing     

 projects of any other donors, co-financiers, or     
 development partners?     
     

8. Information Systems     
      

8.1 Is the financial accounting and reporting system     

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

 customized?     
      

8.3 Is the computerized software standalone, or     
 integrated and used by all departments in the     
 headquarters and field units using modules?     
8.4 How are the project financial data integrated with     

 the entity financial data? Is it done through a     
 module in the enterprise financial system with     
 automatic data transfer, or does it entail manual     
 entry?     
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?     
8.6 Can the system automatically produce the     

 necessary project financial reports?     
      

8.7 Is the staff adequately trained to maintain the     
 computerized system?     
8.8 Do the management, organization and processes     

 and systems safeguard the confidentiality,     
 integrity and availability of the data?     
      

8.9 Are there back-up procedures in place?     
      

8.10 Describe the backup procedures – online storage,     
 offsite storage, offshore storage, fire, earthquake     

 and calamity protection for backups.     
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