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A. Executive Summary

1. The financial management assessment (FMA) was completed in May 2021 in accordance
with Asian Development Bank’s (ADB’s) Guidelines for Financial Analysis and Evaluation,
Financial Management Assessment, and related technical guidance notes.1 The FMA considered
the capacity of the National Board of Revenue (NBR) and the Bangladesh Land Port Authority
(BLPA), including funds-flow arrangements, governance, staffing, budgeting, accounting and
financial reporting systems, internal control procedures, financial information systems, and
internal and external auditing arrangements.

2. The NBR and BLPA have satisfactory financial management capability to (i) administer
the advance account procedure and the statement of expenditure procedures, (ii) record the
required financial transactions, (iii) provide regular and reliable financial statements, (iv) provide
reliable monitoring reports, and (v) safeguard the financial assets.  The NBR and BLPA also have
the capacity to handle the proposed project with their experiences in executing previous ADB-
assisted and/or other development partner funded projects. Project level audit of the ADB funded
project will be carried out by the Foreign Aided Project Audit Department (FAPAD) of the
Government of Bangladesh (GOB).

3. Based on the assessment, the key financial management risks (pre-mitigation) identified
are (i) manual record keeping for financial transactions of projects, (ii) lack of internal audit
arrangements at NBR and BLPA, and (iii) insufficient understanding of ADB’s project financial
management and reporting requirements. It is concluded that overall mitigation risk of NBR and
BLPA is substantial. The NBR and BLPA have agreed to implement a comprehensive financial
management action plan (FMAP) to address the deficiencies. Key mitigating measures agreed
with NBR and BLPA and included in the FMAP are (i) implementation of basic accounting and
financial reporting software (e.g. Tally ERP) for project accounting, (ii) outsourcing of internal
audit, (iii) trainings on ADB financial management, (iv) hiring of a financial management specialist,
for each of the NBR and BLPA Project Implementation Units (PIUs), to support in project financial
management, and (v) development of project financial management manuals to provide guidance
on ADB requirements and accounting software implementation.

B. Project Description

4. The SDP will help improve policy and infrastructure in the trade sector of Bangladesh
connecting to South Asia Subregional Economic Cooperation (SASEC) countries in a coordinated
way, thereby contributing to the national goals of promoting a favorable industrialization and trade
policy regime.2 The program part for policy reform will support for Bangladesh to comply with the
World Trade Organization Trade Facilitation Agreement and implement the Customs
Modernization Strategic Action Plan, 2019–2022. The policy actions cover (i) reforms of customs
legal and regulatory framework; (ii) better cooperation between border agencies; (iii) improvement
of cargo clearance processes; and (iv) enhancement of institutional capacity. The project part for
infrastructure investment will (i) build integrated land customs stations and land ports, (ii) install
facilities and equipment for the customs clearance and cargo transshipment operations, and (iii)
operationalize the reformed policy, at Akhaura, Sonamasjid, and Tamabil border-crossing points,
which are located on and near key SASEC corridors connecting with India towards Bhutan,

1  ADB. 2019. Financial Analysis and Evaluation. Manila; and ADB. 2015. Financial Management Assessment. Manila. 
2  The Sector Development Program (SDP) is included in Country Operations Business Plan: Bangladesh, 2021–2023. 

Transaction technical assistance (TA 9879-BAN) was provided for SDP preparation. 

https://www.adb.org/sites/default/files/institutional-document/535126/financial-analysis-evaluation-guidance-note.pdf
https://www.adb.org/sites/default/files/page/82468/financial-management-assessment.pdf
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Myanmar, and Nepal, respectively. The project part will also design central customs facilities in 
Dhaka, and integrated trade facilities at other 6 border crossing points. 
 
C. Country Issues 
 
5. The institutional framework of public financial management (PFM) in Bangladesh is under 
transition and several improvements have been made or are being attempted. To date, 3 public 
expenditure and financial accountability (PEFA) assessments have been undertaken for 
Bangladesh viz., 2006, 2010, and 2016. The 2016 PEFA assessment notes that overall, there 
has been a renewed focus on PFM activities and a continued emphasis on improving PFM 
processes and procedures and that Bangladesh has made positive strides in developing its PFM 
systems since the 2010 PEFA assessment. However, important areas such as internal audit, 
annual financial reports, and external audit continue to score below par. The government’s key 
PFM reforms include (i) introduction of medium-term budget framework; (ii) strengthening debt 
management capacity; (iii) use of macroeconomic modeling to prepare a medium-term 
macroeconomic framework; (iv) introducing new budget classification conforming to international 
standards; (v) improving human resource management; and (vi) reforms to broaden the revenue 
base. The dominant role of the Ministry of Finance (MOF) in budget management has contributed 
to the country’s strong record of fiscal discipline. Bangladesh performed well with respect to the 
comprehensiveness of budget documentation and with respect to public access to key fiscal 
information. Integrity of financial data is sound as access and changes to integrated budgeting 
and accounting system records are restricted and recorded. To mitigate the inherent risk with 
regards to PFM, ADB’s country partnership strategy, 2016–2020 for Bangladesh highlights the 
need to (i) improve the preparation of timely year end accounts; (ii) adhere to international 
accounting standards; (iii) strengthen internal audit; and (iv) appoint skilled personnel to conduct 
performance audits. The country partnership strategy also states that ADB will (i) support the 
strengthening of country systems and counterpart capacity through financial management action 
plans, fiduciary reviews, and technical assistance; (ii) continue supporting governance reforms 
through policy-based lending (e.g., the Good Governance Program); as well as (iii) engage with 
policy makers and key stakeholders, in collaboration with other development partners, to progress 
enforcement of laws and implementation of agreed reforms. ADB is providing capacity building 
support to the Office of Comptroller and Auditor General (CAG) of Bangladesh through a technical 
assistance for development of audit manual for foreign aided projects and provide trainings to 
audit staff.  

6. ADB projects being implemented in the country make use of the country’s public financial 
management systems, including the following: 

(i) All loan and grant proceeds are credited to the government’s account through the 
Central Bank of Bangladesh, and all subsequent repayments to ADB are also 
channeled through the central bank. However, subaccounts are often maintained 
by the projects in a commercial bank. 

(ii) The government entities use integrated budget and accounting system (IBAS). 
However, IBAS is not capable of recording direct payment transactions under 
foreign-aided projects and as a result separate records are usually maintained 
manually. This could change through the development and roll out of IBAS++, 
which may eventually be able to account for all project funds. 

(iii) Most entities prepare their financials in accordance with Bangladesh Accounting 
Standards (BAS) which are broadly based on the cash-basis International Public 
Sector Accounting Standards. Accordingly, the financial statements include 
information about the sources of cash receipts during the period, the purposes for 
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which the cash was used, and the cash balances at the reporting date. The fiscal 
year in Bangladesh is from July to June.  

(iv) All ADB projects are audited by the FAPAD, a specialized arm of the CAG 
dedicated to providing independent assurance to Parliament as well as to the 
development partners. Each year, FAPAD identifies all projects subject to audit, 
considering its available resources. 

7. Based on the experience gained with ADB’s past and ongoing projects in the country, the 
following risks are considered during project processing and implementation: 

(i) Low capacity among accounts staff specifically at the regional and district level; 
(ii) Project accounts staff are not adequately trained in ADB’s financial management 

requirements and in the use ADB’s financial systems (Loan and Grant Financial 
Information Services [LFIS] and Client Portal for Disbursement [CPD]) to reconcile 
project accounts with ADB’s disbursements; 

(iii) Manual books of account maintained by the projects, resulting in cumbersome 
reporting, prone to errors; 

(iv) Inadequate financial information included in the quarterly progress reports 
submitted to ADB or no quarterly progress reports submitted; 

(v) FAPAD’s audit reporting template not entirely in line with ADB requirements. 
Consequently, specific audit opinion on the use of ADB loan/grant proceeds may 
not be provided; and 

(vi) Lack of follow-up on audit observations including recurring audit observations. 
 
8. The PFM Reform Strategy 2016–2021 introduced a modern financial management 
information system which contributed to enhance accountability, transparency, and reliability of 
the government’s financial information. The IBAS++ can produce timely and comprehensive 
financial statements in line with international accounting and reporting standards (IPSAS-cash). 
Further, iBAS++ has accelerated the budget processes as it replaced the manual submission and 
approval of budget. Financial Division-MOF is leading the implementation of IBAS++, which is 
already being used by the Ministry of Health and Family Welfare. Following the government’s 
transparency commitment, all audit reports are published on the public site, however, non- 
development fund audits are not presented in English. 
 
9. Financial management performance rating of ongoing ADB-funded projects in 
Bangladesh. As of January 2021, there are 46 active ADB-funded projects in Bangladesh, 43 
were rated on track and 3 for attention based on financial management PPR. Moreover, out of 64 
fiscal year 2019 audited project financial statement (APFS), 56 APFS or 88% were submitted on- 
time to ADB. However, 8 APFS presented audit qualifications. Though there are challenges at 
the country level as seen in PEFA report, the financial management PPR depicts the 
government’s commitment to comply with ADB’s financial management requirements. 
 
D. Implementing Entities 
 
10. The NBR and the BLPA are the executing agencies of the project part of the SDP.  
 
11. The NBR is the authority for tax administration in Bangladesh. It was established by the 
father of the nation Bangabandhu Sheikh Mujibur Rahman under President's Order No. 76 of 
1972. The BLPA came into being under Bangladesh Sthala Bandar Kartipaksha Act, 2001 (Act 
20 of 2001) to facilitate and improve trade between Bangladesh and neighboring countries.  
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12. A PIU will be established at each of NBR and BLPA for the project implementation. The 
proposed organizational structure of the project is given as Appendix 1. The project structure 
along with the PIUs structures is approved along with Development Project Proforma of the 
project. 
 
13. The project will have following governance committees:  
 

Sector Development Program Coordination Committee  
Senior Secretary, Internal Relations Department, Ministry of Finance/Chairman, NBR 
(chair) 
Joint Secretary, Ministry of Shipping; Joint Secretary, Ministry of Commerce; Chairman, 
BLPA; Project Director, NBR; and Project Director, BLPA (members) 
Ministry of Finance Project Steering Committee 
Senior Secretary, Internal Relations Department, MOF/Chairman, NBR (chair) 
Project Director, NBR; Deputy Project Director, NBR (members) 
Ministry of Shipping Project Steering Committee 
Joint Secretary, Ministry of Shipping (chair) 
Project Director, BLPA; Deputy Project Director, BLPA (members) 

 
14. Below is the staffing structure of each of the PIU at NBR and BLPA: 
 
 NBR PIU 

Dhaka, 3 staff (Project Director, Deputy Project Director, Project Chief Accountant); 
Akhaura, 3 staff (2 Project Officers, Project Accountant), Sonamasjid 3 staff (2 Project 
Officers, Project Accountant), Tamabil 3 staff (2 Project Officers, Project Accountant) 
BLPA PIU 
Dhaka, 3 staff (Project Director, Deputy Project Director, Project Chief Accountant); 
Akhaura, 3 staff (2 Project Officers, Project Accountant), Tamabil, 3 staff (2 Project 
Officers, Project Accountant) 

  
E. Budgeting and Fund Flow 
 
15. Budgeting systems are well established in NBR and BLPA and follow government of 
Bangladesh’s budgeting system. The budgets are prepared by the accounting divisions of NBR 
and BLPA in accordance with the actual performances for the last few years and are approved 
by the heads for the respective government agencies. A bottom-up approach is adopted for 
preparation of budgets. The budgets contain only financial targets and cover all significant 
activities in sufficient details to allow meaningful monitoring and subsequent performance 
evaluation. Normally there are no changes for the budgets. In case of any changes, the approvals 
for variations from the budget are needed in advance. The actual expenditures are compared to 
the budgets once a year and are employed as a benchmark for the budgets next year. A mid-term 
revision is made sometimes.  
 
16. The government counterpart funding is available adequately and timely in the previous 
projects for NBR and BLPA and there is no evidence of over or under-budgeting of major heads 
over the last 3 years. 
 
F. Staffing 
 
17. The accounting staff in NBR and BLPA have commerce degrees or certificates in 
accounting and finance and are experienced in the government accounting systems. Detailed job 
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descriptions on the accounting positions are in place which define the duties, responsibilities, lines 
of supervisions, and limits of authority for the organization. 
 
18. NBR is implementing ADB funded project for the first time. However, NBR has 
implemented the World Bank funded projects and are familiar with externally funded project 
financial management. A PIU will be established for the project, having adequate financial 
management staff from NBR. The PIU will also be supplemented by financial management 
specialist. The PIU financial management personnel will be provided trainings on ADB financial 
management and disbursement requirements. As per the draft DPP of the project, the PIU will 
have 2 accounts officers deputed from CAG, having appropriate experience of working on 
externally funded projects. In addition, a financial management specialist, under the project 
management consultancy will also be hired in the PIU for assistance in project financial 
management and preparation of project financial statements. 
 
19. BLPA has significant experience of implementing ADB funded projects. A PIU will be 
established for the project, having adequate financial management staff from BLPA. The PIU will 
also be supplemented by financial management specialist. The PIU financial management 
personnel will be provided trainings on ADB financial management and disbursement 
requirements. As per the draft DPP of the project, the PIU will have 1 accounts officers and 1 
accounts assistant assigned by BLPA. In addition, a financial management specialist, under the 
project management consultancy will also be hired in the PIU for assistance in project financial 
management and preparation of project financial statements.  

 
G. Accounting Policies and Procedures  
 
20. Both NBR and BLPA follow the Government Accounting Standards which were issued by 
MOF as indicated in the Financial Management Manual. The chart of account for government 
accounting ensures that the accounts are recorded against project activities and disbursement 
categories. Government of Bangladesh also issued a set of accounting principles and policies 
that guide the accounting activities. Government of Bangladesh has the necessary regulations on 
retaining the documents, depending on types of accounting documents. The existing regulations 
provide adequate control in place concerning the preparation and approval of transactions, budget 
preparation & monitoring, delegation of powers, recording of transactions and generation of 
monthly financial reports. Detailed chart of accounts are in place. Cost allocations are done based 
on the chart of accounts. Project accounting will be managed based on the existing Bangladesh 
Accounting Standards (cash basis).   
 
21. The general ledger and subsidiary ledgers are reconciled every month and in balance 
based on the existing entity accounting system. The bank reconciliations are conducted once a 
month by someone other than those who make or approve payment in NBR and BLPA. The 
unusual items on the bank reconciliation are reviewed and approved. No persistent/non-moving 
reconciling items have been found for last few years. An appropriate control system in 
safekeeping of unused cheques, USB keys and passwords, official receipts and invoices has 
been established. The NBR and BLPA do not normally maintain large cash balance in practice. 
There are no online transactions for the government accounting and project accounting. The NBR 
and BLPA maintain an adequate and up-to-date cashbook that records the cash receipts and 
payments for certain period. The controls are in place for the collection, timely deposit and 
recording of receipts at each collection location in NBR and BLPA. 
 
22. The project financial management will be strengthened by a project financial management 
manual to be prepared by the financial management specialist for each of NBR and BLPA. A 
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conversion table will need to be developed to facilitate the alignment of NBR and BLPA 
expenditure categories, budget codes with the expenditure categories and outputs defined in the 
Project Administration Manual (PAM).  

 
H. Internal Audit 
 
23. The NBR’s internal audit function is limited to performing revenue audits. Risk based 
internal audit of project management does not exist. The NBR will outsource internal audit of the 
project to a firm of chartered accountants or individual consultants to conduct internal audit on 
semi-annual basis. The outsourced internal auditors will also work with NBR internal audit function 
to build their capacity for conducting risk based internal audits in future. 
 
24. The BLPA has an internal audit department. However, it is limited to performing revenue 
audits of funds generated by BLPA. Risk based internal audit of project management does not 
exist. BLPA will outsource internal audit of the project to a firm of chartered accountants or 
individual consultants to conduct internal audit on semi-annual basis. The outsourced internal 
auditors will also work with BLPA internal audit function to build their capacity for conducting risk 
based internal audits in future. 
 
I. External Audit 
 
25. The FAPAD under the CAG of Bangladesh is conducting audit of accounts of all foreign 
aided project. FAPAD is conducting the audit based on the International Standard for Auditing. 
Audit of project financial statements for the project will be conducted by FAPAD. Historically, 
FAPAD has submitted APFS reports to ADB in time. Due to some gaps in the FAPAD’s existing 
audit manual from ADB’s financial and reporting requirements, the recurring issue of not providing 
special opinion on use of loan proceeds in the form required by ADB cannot be resolved by the 
executing and implementing agencies. In order to address this country level audit issues, ADB 
and FAPAD agreed to work together to update FAPAD audit manual. Under and ADB funded TA, 
the audit manual of FAPAD has been updated and will be applicable for next financial year.   
 
26. The NBR and BLPA will need to inform FAPAD about the requirements of the timely audit 
of the project by loan effectiveness. The government, NBR and BLPA have been made aware of 
ADB’s approach to delayed submissions and the requirements for satisfactory and acceptable 
quality of the audited APFS.3 

 
J. Financial Reporting and Monitoring  
 
27. The PIUs will submit to ADB their quarterly reports of the project including financial 
information within 45 days after completion of each quarter. The amounts in the quarterly reports 

 
3  ADB’s approach and procedures regarding delayed submission of audited project financial statements:  
(i) When audited project financial statements are not received by the due date, ADB will write to the executing agency 

advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6 months, 
requests for new contract awards and disbursement such as new replenishment of advance accounts, processing 
of new reimbursement, and issuance of new commitment letters will not be processed. 

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

(iii) When audited project financial statements are not received within 12 months after the due date, ADB may 
suspend the loan. 
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need to reconcile with ADB’s disbursement in ADB’s LFIS. Indicative information required for 
financial and disbursement reports are listed in Appendix 2. 
 
K. Information Systems  
 
28. The project financial statements are prepared manually using spreadsheets by NBR and 
BLPA. The project financial data is separated from the entity financial data. The CAG office 
generates monthly financial reports. In addition, budgetary releases are currently managed 
through Integrated Budgeting Accounting System (IBAS++) software of GOB. GOB is planning to 
implement the online data entry into the software by the field unit so that the subsequent data 
entry can be avoided. In addition, GOB is planning to roll out IBAS++ for also direct project aid 
(DPA) expenditures. ADB monitors the roll-out status of the IBAS++. Currently, project financial 
records are maintained manually. A basic accounting software (e.g. Tally ERP) will be procured 
and implemented for project accounting and financial management by BLPA.   
 
L. Disbursement Arrangements, Fund Flow Mechanism 
 
29. The Loan proceeds are disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time).4 The project disbursements by ADB will mainly 
be through advance payment procedure. A separate advance account is to be established and 
maintained by the Ministry of Finance for the ADB loan. The currency of the advance account is 
the United States dollar. In addition, a sub-account in Bangladesh Taka will be established in a 
commercial bank and maintained by each of the project implementation unit, of NBR and BLPA, 
as approved by Ministry of Finance. The advance account and the sub-accounts are to be used 
exclusively for ADB’s share of eligible expenditures. NBR and BLPA are accountable and 
responsible for proper use of advances to the advance accounts including advances to second 
generation advance accounts and/or any sub-account. 
 
30. Detailed funds flow diagram is given in Appendix 3. 
 
31. All disbursements under GOB financing are carried out in accordance with regulations of 
GOB, and ADB procedures are followed for ADB financing components. 
 
M. Risk Analysis 
 
32. During the implementation phase, the NBR and BLPA may face some risks that can 
generally be divided in two main categories: (i) country level, and (ii) organization/project level. 
Financial management risks shall need to be considered and updated throughout the life of the 
project and risk mitigation measures also need to be updated accordingly. The risk assessment 
and mitigation measures are listed in Table 1 below: 
 

Table 1: Risk Assessment and Mitigation Measures 
 

Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
Inherent Risks 
1. Country-

specific risks 
S Although Bangladesh has recently 

made progress in strengthening the 
PFM system, there are still some 

Government to continue the 
implementation of PFM 
related initiatives such as 

 
4 Available at Loan Disbursement Handbook. ADB. 

https://www.adb.org/documents/loan-disbursement-handbook
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
weaknesses. These weaknesses may 
cause mismanagement of funds and 
reduced transparency of the 
government programs. 
The external audits conducted by 
FAPAD sometimes lack all audit 
opinions required by ADB. 
 

PFM Strategy Reform 2016–
2021. PEFA assessment is 
planned to be conducted in 
2021, with support from 
ADB, and provide an update 
of critical PFM actions.  
ADB is working closing with 
FAPAD to ensure 
compliance with auditing 
requirements. 

2. Entity-specific 
risks 

M The project involves multiple entities 
with each having a separate PIU 
headed by the project director. NBR is 
implementing ADB funded project for 
the first time. 

Timely formation of PIUs and 
appointment of qualified 
personnel at PIU to be 
ensured.  
BLPA has experience of 
implementing ADB funded 
projects.  

Overall Inherent 
Risk 

M   

Control Risks - NBR  
1. Implementing 

entity 
M NBR may not have appropriate 

experience of implementing ADB 
funded projects.   

NBR has limited experience 
in implementing ADB funded 
projects. However, NBR has 
implemented the World Bank 
funded projects and are 
familiar with externally 
funded project financial 
management. A PIU will be 
established for the project, 
having adequate financial 
management staff from 
NBR. The PIU will also be 
supplemented by financial 
management specialist. The 
PIU financial management 
personnel will be provided 
trainings on ADB financial 
management and 
disbursement requirements. 

2. Fund flows L Delayed release of ADB funds and 
counterpart funds. 
  

Advance funds procedure 
will be used for 
disbursement of ADB funds 
to NBR. Government has 
provided assurance on 
timely release of counterpart 
funds for the project.  
 
Following approval of project 
DPP, Ministry of Finance to 
incorporate the counterpart 
funds in the government 
budget and ensure the timely 
contribution based on the 
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
actual progress of the 
Project. 

3. Staffing S Dedicated finance and accounting staff 
may not be deployed in PIU to 
implement the project.   

As per the draft DPP of the 
project, the PIU will have 2 
accounts officers deputed 
from C&AG, having 
appropriate experience of 
working on externally funded 
projects. In addition, a 
financial management 
specialist, under the project 
management consultancy 
will also be hired in the PIU 
for assistance in project 
financial management and 
preparation of project 
financial statements.   

4. Accounting 
policies and 
procedures 

M NBR follows BAS. The existing 
regulations have adequate control in 
place concerning preparation and 
approval of transactions.   
  

The project financial 
management will be 
strengthened by a project 
financial management 
manual to be prepared by 
the financial management 
specialist. 
 
A conversion table will need 
to be developed to facilitate 
the alignment of NBR 
expenditure categories/ 
budget codes with the 
expenditure categories and 
outputs defined in the PAM.   

5. Internal audit S NBR’s internal audit function is limited 
to performing revenue audits. Risk 
based internal audit of project 
management does not exist.    

ADB will monitor the 
government’s internal audit 
strengthening programs 
(e.g., WB project), conduct 
higher level policy discussion 
with government and 
consider providing capacity 
building support (e.g. TA). 
NBR will outsource internal 
audit of the project to a firm 
of chartered accountants or 
individual consultants to 
conduct internal audit on 
semi-annual basis. The 
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
outsourced internal auditors 
will also work with NBR 
internal audit function to 
build their capacity for 
conducting risk based 
internal audits in future. 

6. External audit  M Audit of project financial statements is 
conducted by FAPAD in accordance 
with International Standards on 
Auditing. Audits for other ADB funded 
projects under implementation are 
generally completed in time.  Some 
gaps are identified in the FAPAD audit 
manual from the ADB’s financial 
reporting and auditing requirement.  
 
Reconciliation with ADB disbursed 
amount was not always provided in 
timely manner. 

ADB will work with FAPAD to 
address the gap in FAPAD 
audit manual.  
 
A financial management 
specialist as individual 
consultant will be engaged 
by the PIU to assist 
preparation of project 
financial statements. 

7. Reporting and 
monitoring 

M IBAS++ generates monthly report for 
monitoring.  ADB’s quarterly reporting 
requirement on financial management 
was not fully incorporated.   

PIU to submit quarterly 
reports including financial 
and disbursement reports, 
LFIS reconciliation and 
status of FMAP. Content of 
quarterly reporting is added 
in the Project Administration 
Manual. 

8. Information 
systems 

S There is a system in place in the GOB 
for recording transactions (IBAS++).  
However, IBAS++ is not fully rolled out 
for all expenditures.  Government is 
planning to roll out IBAS++ for DPA 
funded expenditures. NBR is fully 
utilizing IBAS++ for recording and 
reporting project receipts and 
expenditure.  

ADB will monitor the roll-out 
status of IBAS++. A basic 
level accounting system will 
be implemented for project 
financial management. 
 
The PIU is to make use of 
ADB financial management 
systems including the client 
portal for disbursements and 
the LFIS to reconcile the 
project books of accounts 
and ADB’s disbursement 
records and track 
Withdrawal applications. 

Overall Control 
Risk - NBR 

S   

Control Risks - BLPA  
1. Implementing 

entity 
M BLPA may not have appropriate 

experience of implementing ADB 
funded projects.   

BLPA has significant 
experience of implementing 
ADB funded projects. A PIU 
will be established for the 
project, having adequate 
financial management staff 
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
from BLPA. The PIU will also 
be supplemented by 
financial management 
specialist. The PIU financial 
management personnel will 
be provided trainings on 
ADB financial management 
and disbursement 
requirements. 

2. Fund flows L Delayed release of ADB funds and 
counterpart funds. 
  

Advance funds procedure 
will be used for 
disbursement of ADB funds 
to BLPA. No significant 
delays were reported by 
BLPA in previously 
implemented ADB funded 
projects. Government has 
provided assurance on 
timely release of counterpart 
funds for the project.  

3. Staffing S Dedicated finance and accounting staff 
may not be deployed in PIU to 
implement the project.   

As per the draft DPP of the 
project, the PIU will have 1 
accounts officer and 1 
accounts assistant assigned 
by BLPA. In addition, a 
financial management 
specialist, under the project 
management consultancy 
will also be hired in the PIU 
for assistance in project 
financial management and 
preparation of project 
financial statements.   

4. Accounting 
policies and 
procedures 

M BLPA follows BAS. The existing 
regulations have adequate control in 
place concerning preparation and 
approval of transactions.    

The project financial 
management will be 
strengthened by a project 
financial management 
manual to be prepared by 
the financial management 
specialist. 
 
A conversion table will need 
to be developed to facilitate 
the alignment of NBR 
expenditure categories/ 
budget codes with the 
expenditure categories and 
outputs defined in the PAM.  

5. Internal audit S BLPA’s internal audit function is limited 
to performing revenue audits of funds 
generated by BLPA. Risk based 
internal audit of project management 
does not exist.    

ADB will monitor the 
government’s internal audit 
strengthening programs 
(e.g., WB project), conduct 
higher level policy discussion 
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
with government and 
consider providing capacity 
building support (e.g. TA). 
BLPA will outsource internal 
audit of the project to a firm 
of chartered accountants or 
individual consultants to 
conduct internal audit on 
semi-annual basis. The 
outsourced internal auditors 
will also work with BLPA 
internal audit function to 
build their capacity for 
conducting risk based 
internal audits in future. 

6. External audit  M Audit of project financial statements is 
conducted by FAPAD in accordance 
with International Standards on 
Auditing. Audits for other ADB funded 
projects under implementation are 
generally completed in time.  Some 
gaps are identified in the FAPAD audit 
manual from the ADB’s financial 
reporting and auditing requirement.  
 
Reconciliation with ADB disbursed 
amount was not always provided in 
timely manner. 

ADB will work with FAPAD to 
address the gap in FAPAD 
audit manual.  
 
A financial management 
specialist as individual 
consultant will be engaged 
by the PIU to assist 
preparation of project 
financial statements. 

7. Reporting and 
monitoring 

M IBAS++ generates monthly report for 
monitoring.  ADB’s quarterly reporting 
requirement on financial management 
was not fully incorporated.   

PIU to submit quarterly 
reports including financial 
and disbursement reports, 
LFIS reconciliation and 
status of FMAP. Content of 
quarterly reporting is added 
in the Project Administration 
Manual. 

8. Information 
systems 

S There is a system in place in the GOB 
for recording transactions (IBAS++).  
However, IBAS++ is not fully rolled out 
for all expenditures.  Government is 
planning to roll out IBAS++ for DPA 
funded expenditures. BLPA is fully 
utilizing IBAS++ for recording and 
reporting project receipts and 
expenditure. 
 
BLPA also has Tally accounting 
software in use for recording 
expenditure. However, the same is not 
being used for project accounting 
purposes.  

ADB will monitor the roll-out 
status of IBAS++. A basic 
level accounting system will 
be implemented for project 
financial management. 
 
 
 
 
 
BLPA will utilize Tally 
accounting software for 
project financial 
management. The financial 
management specialist to be 
hired in PIU will assist BLPA 
financial management staff 
in implementing Tally 
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Risk 
Risk 

Assessment 
 

Risk Description 
Mitigation Measures or 

Action Plans 
accounting software at 
project level.  
 
The PIU is to make use of 
ADB financial management 
systems including the client 
portal for disbursements and 
the LFIS to reconcile the 
project books of accounts 
and ADB’s disbursement 
records and track 
Withdrawal applications. 

Overall Control 
Risk - BLPA 

S   

H = high, M = moderate, L = low, S = substantial. 
ADB = Asian Development Bank, BAS = Bangladesh Accounting Standards, BLPA = Bangladesh Land Port Authority, 
CPS = country partnership strategy, DPA = direct project aid, FAPAD = Foreign Aided Project Audit Directorate, FMAP 
= financial management action plan, GOB = Government of Bangladesh, IBAS = Integrated Budgeting and Accounting 
System, NBR = National Board of Revenue, PEFA = public expenditure and financial accountability, PFM = public 
financial management, PIU = project implementation unit, TA = technical assistance, WB = World Bank.  
Source: Asian Development Bank. 
 
N. Action Plan 
 
33. The FMAP, as agreed with NBR and BLPA, to mitigate the financial management risks is 
listed in Table 2 below. 
 

Table 2: Financial Management Action Plan 
Risk Area Proposed Action Plans to Mitigate Risk Timeline Responsibility 

Internal audit NBR and BLPA will outsource internal audit of 
the project to a firm of chartered accountants 
or qualified consultants, to be conducted on 
semi-annual basis (Appendix 4). 

Hiring of 
internal 
auditors by 
September 
2022 
 
Semi-annual 
internal audit – 
throughout 
project 
implementation 

NBR, BLPA 

Staffing Appointment of accounts officers at project 
implementation units 
 
Engage the financial management specialist 
under the project management consultancy for 
entire duration of project implementation 
(Appendix 5). The specialists will provide 
support to PIUs in ensuring compliance with 
ADB financial management requirements, 
providing trainings to PIU accounting staff, 
assist in implementation of accounting software 
and preparation of project financial 
management manual. 

By December 
2021 
 
By September 
2022 

NBR, BLPA 
 
 

NBR, BLPA 
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Risk Area Proposed Action Plans to Mitigate Risk Timeline Responsibility 
Timely release 
of counterpart 
fund 

PIUs will prepare sufficient counterpart fund 
budget. 
 
Obtain firm commitment from the MOF for the 
timely release of counterpart fund. 

Throughout 
project life 
cycle 

NBR, BLPA, 
MOF 

Training of staff  PIUs accountants to be trained/updated on 
ADB’s policies and procedures in disbursement 
and financial reporting and auditing.  

Within 3 
months of loan 
effectiveness  

NBR, BLPA, 
ADB 

External audit  Liaise with FAPAD to ensure the project is part 
of FAPAD’s annual audit plan and that ADB’s 
audit requirements are followed, including the 
audit opinion on the use of funds for intended 
purpose. 
 
Separate APFS for the project (by NBR and 
BLPA, separately) to ADB in the format 
acceptable to ADB.  
 
 
Audit observations and other issues from 
previous years are to be resolved. 

By loan 
effectiveness. 
 
 
 
 
Annually within 
6 months after 
the end of the 
fiscal year 
  
Annually- 
Within 6 
months after 
the audit report 
has been 
issued. 

NBR, BLPA 

Quarterly Report PIUs to submit quarterly reports including 
financial and disbursement reports, LFIS 
reconciliation and status of FMAP. 
 
Include comprehensive financial management 
information (with financial, contract award, 
payment and disbursement information as well 
as variance analysis of physical and financial 
progress) in the quarterly progress reports to 
be submitted to ADB in a format agreed with 
ADB. 

Within 45 days 
after end of 
quarter 

NBR, BLPA 

Preparation of 
accounts and 
reporting 

Implementation of basic accounting software 
(e.g. Tally ERP, etc.) for project financial 
accounting purposes. 
 
Preparation of project financial management 
manual.  
 
Develop a conversion table to facilitate the 
alignment of NBR/BLPA expenditure 
categories/budget codes with the expenditure 
categories and outputs outlined in the PAM. 

By March 2022 
 
 
 
By March 2022 
 
 
within one 
month after 
loan 
effectiveness 

BLPA 
 
 
 

NBR, BLPA 
 
 

NBR, BLPA 

Information 
systems 

Active use of both ADB systems LFIS and CPD 
to reconcile project accounts and ADB 
disbursement records and keep track of direct 
payments as well as advances, replenishments 
and liquidations to the advance account. 
 
Explore and implement IT solutions to fully 
computerize all accounts and automate 

Continuous 
from loan 
effectiveness 
throughout 
project 
implementation   

NBR, BLPA 
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Risk Area Proposed Action Plans to Mitigate Risk Timeline Responsibility 
financial reporting to the extent possible taking 
into account the rollout of IBAS++ for donor 
projects and/or other suitable initiatives. 

ADB = Asian Development Bank, BLPA = Bangladesh Land Port Authority, CPD = Client Portal for Disbursement 
FAPAD = Foreign Aided Project Audit Directorate, FMAP = financial management action plan, IBAS = Integrated 
Budgeting and Accounting System, LFIS = Loan ang Grant Financial Information Services, MOF = Ministry of 
Finance, NBR = National Board of Revenue, PAM = Project Administration Manual.  
Source: Asian Development Bank.



Appendix 1: Project Organization Structure 
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Appendix 2: Indicative Information Required for Financial and Disbursement Reports 
 
A.  Introduction and Basic Data 
 

(i) loan number, project title, borrower, executing agency(ies) (EA), implementing 
agency(ies) (IA); 

(ii) total estimated project cost and financing plan; 
(iii) status of project financing including availability of counterpart funds and 

cofinancing; 
(iv) dates of approval, signing, and effectiveness of ADB loan; 
(v) original and revised (if applicable) ADB loan closing date and elapsed loan period 

based on original and revised (if applicable) loan closing dates; and 
(vi) date of last ADB review mission. 

 
B.  Utilization of Funds  

 
(i) cumulative contract awards financed by the ADB loan, cofinancing, and 

counterpart funds (commitment of funds to date), and comparison with time-bound 
projections (targets); 

(ii) cumulative disbursements from the ADB loan, cofinancing, and counterpart funds 
(expenditure to date), and comparison with time-bound projections (targets); 

(iii) re-estimated costs to completion, need for reallocation within ADB loan categories, 
and whether an overall project cost overrun is likely. 

 
C.  Project Purpose and Implementation Progress 

 
(i) status of project scope and implementation arrangements compared with those in 

the report and recommendation of the President (RRP), and whether major 
changes have occurred or will need to be made; 

(ii) an assessment of the likelihood that the project outcome and outputs will be 
achieved in part or in full, and whether remedial measures are required based on 
the current project scope and implementation arrangements; 

(iii) an assessment of changes to the key risks that affect achievement of the outcome 
and outputs, and quantifiable implementation targets;  

(iv) other project developments, including monitoring and reporting on gender, 
safeguards (environment, resettlement and Indigenous Peoples), and social 
safeguards requirements that might adversely affect the project's viability or 
accomplishment of project outcome; 

(v) assessment of project implementation arrangements such as establishing, staffing, 
and funding of the project management office or project implementation units;  

(vi) information relating to the EA’s internal operations that impacts on implementation 
arrangements or project progress; 

(vii) assessment of the progress of each implementation activity, such as,  
a. recruitment of consultants and their performance; 
b. procurement of goods and works (from preparation of detailed designs and 

bidding documents to contract awards);  
c. the performance of suppliers, manufacturers, and contractors for goods and 

works contracts; and 
d. comparison with the original implementation schedule—quantifiable and 

monitorable target, (include charts such as bar or milestone to illustrate 
progress and actual versus planned expenditure, S-curve graph showing 
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the relationship between physical and financial performance, and actual 
progress in comparison with the original schedules and budgets).  

 
D.  Compliance with Covenants 
 

(i) the borrower's compliance with policy loan covenants such as sector reform 
initiatives and EA reforms, and the reasons for any noncompliance or delay in 
compliance; 

(ii) the borrower’s and EA’s compliance with financial loan covenants including the 
EA’s financial management, and the provision of audited project accounts or 
audited agency financial statements; and 

(iii) the borrower’s and EA’s compliance with project-specific loan covenants 
associated with implementation, safeguards (environment, resettlement, and 
Indigenous Peoples), social and gender dimensions, and other requirements 
specified in the loan agreement. Sections VII. Safeguards and VIII. Gender and 
Social Dimensions of the FAM. 

 
E.  Major Project Issues and Problems 
 

Summarize the major problems and issues affecting or likely to affect implementation 
progress, compliance with covenants, and achievement of project outputs and outcome, 
including the findings of any project procurement-related review that may have been 
undertaken. Recommend actions to overcome these problems and issues (e.g., changes in 
scope, changes in implementation arrangements, and reallocation of loan proceeds). 
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Appendix 3: SASEC ITF SDP - Funds Flow Diagram 
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Appendix 4: Outline TORs – Internal Auditors 
 
A. Objective 
  
1. The objectives of the internal audit are to (i) review the adequacy of the project financial 
management arrangements, and (ii) provide the project management with timely information on 
financial management aspects of the project to enable appropriate corrective / follow-up action. The 
Internal Auditor shall be responsible for internal checks and controls to ensure credibility and 
efficacy of the systems/procedures for project management aimed at transparency and compliance 
to the relevant guidelines/rules.   
 
B. Scope of Work 
  
2. The internal audit will be carried out for full financial year on semi-annual basis in 
accordance with the relevant national & international standards of auditing and will include such 
tests and controls as the auditor considers necessary under the circumstances. When conducting 
internal audit, special attention should be paid to the following: 
 

• Ensure that the accounting and financial management systems remain reliable and effective 
in design and to assess the extent to which they are being followed; 

• Review the efficacy, adequacy and application of accounting, financial and operating 
controls and thereby ensure the accuracy of the books of accounts; 

• Verify that the system of internal check is effective in design and operation in order to ensure 
the prevention of and early detection of defalcations, frauds, misappropriations and 
misapplications; 

• Identify areas of significant inefficiencies in the existing systems and suggest necessary 
remedial measures; 

• Confirm the existence of financial propriety in all decision and verify compliance to 
government and statutory requirements as well as ADB requirements, where applicable. 

• Confirm that the agreed procurement procedures and arrangements have been followed for 
works, goods and services. 

• Check that all expenditure incurred has the necessary supporting documents and have 
been incurred in accordance with the Government of Bangladesh rules and relevant 
financing agreement with Asian Development Bank (ADB); 

• That adequate records are maintained regarding the assets created and assets acquired by 
the project, including details of cost, identification and location of assets. 

• That physical verification of assets is being carried out with due diligence. 
• Review the reliability and integrity of financial and operating information and the means used 

to identify measure, classify, and report such information; 
• Review and appraise the economy and efficiency with which resources are employed; 
• Review operations or program to ascertain whether results are consistent with established 

objectives and goals and whether the operations or programs are being carried out as 
planned; 

• Conduct audit of MIS applications to ascertain reasonable assurance; 
• Ascertain that the internal control system including financial and operational controls, 

accounting system and reporting structure are adequate and effective; 
• Suggest ways and means for mitigation of risks associated with the existing 

procedures/systems; 
• Monitor compliance with the best practices of corporate governance and identification of 

significant deviations thereof; 
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• Ascertain the integrity and reliability of financial and other information provided to 
management and stakeholders, including that used in decision making; 

• Identify financial control and processes weaknesses, make recommendations for 
improvement; 

• The Internal Auditor shall comment on the effectiveness of the mechanism available in PIU 
and project management offices for ensuring compliance with observations of the earlier 
audit reports. He/She shall report on the corrective action taken on the observations of the 
earlier audit reports and also list out the serious observations made by FAPAD which have 
not yet been complied with. 

 
3. The Internal Audit to be conducted on semi-annual basis and report should be submitted to 
the Project Director within 60 days of end of each semi-annual period. The Internal auditor should 
verify that the project is effectively and efficiently in compliance with agreed reporting protocols with 
ADB. The Internal Auditor shall serve as a focal person for the project’s auditing activities and shall 
develop all the auditing policies/systems and their implementation thereof related to ADB Project’s 
finances which shall serve as the basis for all managerial decisions besides effective financial 
management of funds. 
 
C. Minimum Qualification Requirements 
  
3. The Consultant shall meet the following minimum requirements: 

(i) Must be a Qualified Chartered Accountant firm or qualified chartered accountants/ 
certified internal auditor (in case of individual consultants) 

(ii) Should have preferably, minimum 10 years of progressive experience related to auditing 
in public/private, preferably, development sector  

(iii) Experience of preparing accounting and audit statements/reports for large projects, 
preferably foreign/donor funded projects; and 

(iv) Excellent command on MS Office and relevant Accounting Software.   
 
D. Person Months Requirements 
 
The consulting service will be implemented from January 2022 to March 2026, with intermittent 
person month inputs of 12 person-months. 
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Appendix 5: Outline TORs – Financial Management Expert 

A. Objective and Purpose of the Assignment  

1. ADB has increased emphasis on full compliance with the financial management 
requirement in recent years, in view of its importance in ensuring efficient use of allocated financial 
resources, including ADB’s financial assistances, and thus improving efficiency of the overall 
project implementation. In this regard, ADB and NBR/BLPA agreed that NBR/BLPA will engage a 
financial management specialist in the project management consulting service contract under the 
Project to support in particular capacity enhancement for preparation of its project financial 
statements and preparation of project financial management manual. 
 
B. Scope of Work 
  
2. Under the direct supervision of Project Director, the Consultant will be responsible for 
supporting PIU in preparation of timely and accurate financial reports including APFSs for the 
Project, preparation of project financial management manual and implementation of basic 
accounting software. 
 
During the assignment, special attention should be paid to the following: 

 
(a) All Project funds have been used in accordance with the conditions of the relevant 

financing agreement, with due attention to economy and efficiency, and only for the 
purposes for which the financing was provided. 

 
(b) Counterpart funds have been provided and used in accordance with the relevant 

financing agreement, with due attention to economy and efficiency, and only for the 
purposes for which they were provided. 

 
(c) All necessary supporting documents as required by ADB’s loan disbursement 

handbook, records, and accounts have been kept in respect of all project ventures, 
including expenditures reported via statement of expenditures, if applicable. Clear 
linkages should exist between the books of account and reports presented to the 
Asian Development Bank (ADB). 

 
(d) The project accounts have been prepared in accordance with consistently applied 

standards, as applicable in Bangladesh and acceptable to ADB, and give a true and 
fair view of the financial situation of the project and of resources and expenditures 
for the year ended on that date. 

   
C. Detailed Tasks and/or Expected Outputs 
  
3. The Consultant will carry out the below tasks to assist NBR/BLPA in the financial 
management:  
 

(i) Provide support to the project’s financial staff to ensure they are aware of their duties and 
the relevant sections of project documents including the i) Loan and project agreements, ii) 
Project Administration manual, iii) ADB’s loan disbursement handbook, and iv) national and 
ADB’s anti-corruption policy and whistleblowing mechanisms. 
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(ii) Support the PIU to ensure an effective internal control system on (a) all payments 
are duly prepared, reviewed, authorized, and recorded in the accounting system 
correctly and in a timely manner, and (b) all expenditure items meet the eligibility 
criteria as defined in the ADB financing agreement, and are supported by adequate 
documentation (invoice, contracts, evidence of payments etc.) as outlined in the 
ADB Loan Disbursement Handbook as well as applicable government of 
Bangladesh rules and regulations. 

(iii) Support the PIU in maintaining a well-organized and up-to-date filing system for all 
accounting and financial records. 

(iv) Support the PIU in maintaining an up-to-date fixed asset register and that an annual 
inventory of equipment, supplies and materials procured under the project is 
conducted and documented in a timely fashion. 

(v) Conduct a periodic verification of completeness of transactions recorded in the 
accounts.  

(vi) Conduct monthly bank reconciliations for all accounts including advance account, 
counterpart account, project accounts, petty cash. List and analyze all the 
reconciliation items, if any. 

(vii) Conduct a quarterly analysis of account balances in the general ledger and 
verification of trial balance and advise the PIUs on necessary corrections and 
adjusting entries (omissions, coding errors, double-counting, etc.) as required. 

(viii) Conduct periodic analysis on outstanding advances.  
(ix) Conduct an analysis of the financial execution of the approved budget (budget-to-

actual by activity) and explain any significant variations in financial report or the 
notes of the financial statements. 

(x) Conduct quarterly reconciliation of the project disbursement records and ADB’s 
disbursement data available in the LFIS to ensure the correctness and 
completeness of the project records. Follow-up on any discrepancies to ensure 
these are resolved in a prompt manner.  

(xi) Follow-up on the implementation of audit recommendations as well as ADB’s 
recommended actions to improve the quality of the audited financial statements to 
ensure these are implemented in a timely fashion. Develop time-bound action plans 
as necessary. 

(xii) Assist the project in reporting on any capitalization of interest during construction, if 
applicable – that is financing of interest, commitment charge or other charges that 
may be charged by ADB from the loan during project implementation. In this regard, 
liaise with the relevant national authority/Ministry of Finance for the relevant financial 
information.  

(xiii) Support the PIUs in preparing quarterly and annual financial statements/reports in 
the format in accordance with ADB requirement in a timely manner. Ensure timely 
submission of the reports including audited project financial statements to the 
relevant stakeholders including ADB as required. 

(xiv) Assist in the annual audit process and facilitate that the project auditors have access 
to all necessary files and assist to produce financial statements to external auditor, 
including (a) Receipt and Payment Statements, (b) Reconciliation Statements, (c) 
Budget versus Actual expenditures analysis Statements, and (d) Notes to the 
Financial Statements. 

(xv) Assist the PIU in preparing Withdrawal applications and in collection and filing of all 
supporting documentation in accordance with ADB loan disbursement handbook. 

(xvi) Support the project in the follow-up of internal and external audit recommendations 
to further improve the internal controls of the project. 
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(xvii) Assist the project in implementing financial recommendations as agreed between 
the project and ADB during review mission. 

(xviii) Preparation of project financial management manual and providing trainings to 
finance and accounts staff of PIU on the manual. 

(xix) Assist PIU in identification, procurement and implementation of basic accounting 
software for project financial management and reporting.   

 
D. Minimum Qualification Requirements 
 
4. The Consultant shall meet the following minimum requirements.  
 

(i) Education: Master's degree in finance, accounts, or business administration; 
requires professional designation in accounting (e.g., CPA, CA); chartered 
accountant preferred. 

(ii) Project-related experience:  
 More than 10 years of practical experience in the field of financing system and 

accounting/auditing in Bangladesh.  
 Knowledge of Computer based budgeting and accounting packages and direct 

working experience with infrastructure implementation project is an advantage.  
 Must be familiar with the financial rules and regulations of the Government of 

Bangladesh. 
 Experience in IBASS++ will be given an advantage.  
 Experience in working with international organizations preferred. 

 
E. Person Month Requirement 
 
The consulting service will be implemented from Q4/2022 to Q1/2026, with intermittent person 
month inputs of 42 person-months. 
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