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ABBREVIATIONS 
 
 
ADB  -    Asian Development Bank 
ALRI  -    Agency for Land Reclamation and Irrigation 
EA  -    executing agency 
FMA  -    Financial Management Assessment 
IA  -    implementing agency 
IMF  -    International Monetary Fund 
MEWR  -    Ministry of Energy and Water Resources 
MOF   -    Ministry of Finance 
PEFA  -    public expenditure and financial accountability assessment 
PFM   -    Public Finance Management 
PIG   -    Project Implementation Group 
 

 
 
 
 



 
 

A. Introduction 
 
1. The country public financial management (PFM) system was assessed by reviewing a 
public expenditure and financial accountability (PEFA) assessment completed in November 2017. 
Financial Management Assessments (FMA) for the original project was performed on executing 
agency (EA) and implementing agencies (IAs) which are the recipients of Asian Development 
Bank (ADB) loans and grants. It was intended to determine the degree to which the system will 
be able to manage fiduciary risks relating to financial management and provide a reasonable 
assurance that project funds will be used appropriately. The FMA has been updated in June 2020 
based on the available latest information. The assessment has been conducted with reference to 
the Guidelines for the Financial Management and Analysis of Projects,1 Financial Due Diligence: 
A Methodology Note,2 and Financial Management Technical Guidance Note.3 The assessments 
focus on accountability and transparency, and covers (i) internal controls, (ii) funds flow 
arrangements, (iii) accounting and financial reporting, and (iv) independent audit. 
 
2. Deficiencies and weaknesses in the existing systems and procedures are highlighted, and 
mitigation measures are proposed to strengthen the financial management systems.  
 
B. Country Public Financial Management System Assessment  

 
I. International Monetary Fund Debt sustainability assessment for Tajikistan 

 
3.  In October 2019, Tajikistan was assessed to be at high risk of debt distress by the 

International Monetary Fund (IMF). On 17 January 2020, the IMF reported some downside risks 
that would stem from potential cost overruns or difficulties in implementing large infrastructure 
projects would pose sizable fiscal risks. Delays in structural reforms, particularly to improve the 
governance of banks or state-owned enterprises, could result in additional fiscal liabilities. 
Slower-than-expected growth in emerging markets would reduce remittances, loans, and foreign 
direct investments and put further pressure on the external position and growth. Tajikistan’s risk 
of external debt distress remains high, suggesting heightened fiscal vulnerabilities to adverse 
shocks.  
 
4.       In May 2020, the IMF reported that the economic and social impact of the coronavirus 
disease (COVID-19) crisis is expected to be substantial in Tajikistan. The economy is currently 
projected to contract by 2.0% this year, and the overall budget deficit could rise to 7.7% of the 
country’s gross domestic product. The IMF has also granted debt relief of $28.49 million. To 
improve debt sustainability, the government is committed to (i) avoid non-concessional external 
borrowing, (ii) pursue medium term fiscal consolidation, and (iii) strengthen public debt 
management.  
 

II. ADB country Partnership Strategy for Tajikistan 2018–2020 
 
5.  In 2018, ADB conducted governance risk assessment according to the implementation 
guidelines of ADB’s Second Governance and Anticorruption Action Plan required for the 
preparation of the country partnership strategy. The assessment concluded that the government 
made notable progress in formulation of the public financial management strategy during period 
2009–2018, to increase credibility, policy alignment, and transparency of the budget cycle.  A 

 
1 ADB. 2005. Guidelines for the Financial Management and Analysis of Project. Manila. 
2 ADB. 2009. Financial Due Diligence: A Methodology Note. Manila. 
3 ADB. 2015. Financial Management Technical Guidance Note. 
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Public Finance Management Council was created as the nodal agency to plan and manage the 
reform process. Its overall objectives are to improve the quality of macroeconomic and fiscal 
forecasting, align borrowing with the debt management strategy, manage fiscal risks, and align 
investments and recurrent budgeting with sector planning. The Ministry of Finance (MOF) has 
been receiving support from the World Bank since April 2009. Other development partners like 
the European Commission, the United Nations Development Programme, the Department for 
International Development of the United Kingdom, the United States Agency for International 
Development, and the Swiss Development Cooperation are providing ongoing support.  
 
6.  The government has made progress in piloting medium-term expenditure frameworks in 
select ministries and provinces starting in 2014. Despite this, there are continued systemic 
weaknesses as reflected in the limited implementation capacity across line ministries. The 
introduction of a uniform chart of accounts as per the 2001 Government Finance Statistics System 
aligns budget planning and execution reports. A Treasury single account is operational covering 
central and local budgets.  
 
7. A basic accounting and budgeting package was acquired from Turkey, and a new 
organizational structure of the Treasury was created. An information technology center was 
created in 2015 with funding from the MOF, and about 9,000 employees have received training 
in the new processes. Continuing public financial management system challenges include (i) 
significant differences between the original plan and the actual allocation of funds, (ii) the lack of 
detailed reporting on expenditure payment arrears, (iii) the limited monitoring of fiscal risks posed 
by state-owned enterprises and local governments, (iv) a risk of achieving targeted goals because 
of the absence of quality sector strategies coupled with frequent changes of ministries’ leadership, 
(v) loose connections between capital investments and recurrent budgets, (vi) the need for further 
improvements in tax collection including incentives for tax payers, (vii) the lack of data on 
resources allocated to service delivery in major sectors, and (viii) the need to improve external 
audits.  
 

III. Public Expenditure and Financial Accountability assessment for Tajikistan  
 

8.          The latest PEFA at country-level completed in November 2017 was reviewed. The latest 
report indicates that overall, about half indicators for PFM system of Tajikistan scores well. The 
2017 assessment indicates modest but steady improvement, with most indicators reflecting 
enhanced PFM since last assessment. Performance of 16 out of 31 indicators are ranked in the 
A and B range reflecting strong progress, while performance of the other 15 indicators are ranked 
in the C and D range reflecting weaker progress. Among the weakest indicators are (i) annual 
financial reports remains to be at D + rating, (ii) external scrutiny and audits, including g legislative 
scrutiny of the audit reports (C+), and (iii) internal audit. 
 
C. Financial Management Assessment on Executing and Implementing Agencies 
 
9. Further to FMA done on EA/IA in 2017, the June 2020 updates, confirmed that the Agency 
for Land Reclamation and Irrigation (ALRI) will remain to be the EA to implement outputs 2 and 3 
of the project. Ministry of Energy and Water Resources (MEWR) will remain to be the EA 
responsible for implementing output 1. The project implementation group (PIG), established under 
ALRI in December 2017, will remain responsible for implementing the proposed project’s outputs 
2 and 3. MEWR will continue to implement output 1 through its PIG. ALRI-PIG plays a major role 
to implement the project, and majority of funds for the project, including additional financing, will 
be routed through the PIG as additional financing is provided for output 2. 
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10. The updated FMA as of June 2020 concluded that ALRI and PIG have generally suitable 
capacity in project financial management. This is due to prior experience and familiarity with 
ADB’s financial management requirements. The risk assessment in 2017 considered moderate 
risk at the project level. Due to its small budget allocation, ALRI does not have an internal audit 
requirement under the government’s regulations. It is subject to internal audit by the MOF.  
 
11.      The country’s internal audit risk remains to be substantial under the PEFA report. The fiscal 
year 2018 audit have identified some recommendations to further strengthen the internal control 
risk mitigation measures, which was agreed by ALRI management. Hence, combining country 
public financial management and project risks, it is concluded that the overall pre-mitigation 
financial management risk is substantial. The financial management action plan to mitigate these 
risks are proposed in the table below, and ALRI and PIG have agreed to implement an action 
plan which is further detailed in the Project Administration Manual. 
 

Table 1. Financial Management Risk 
Risk Type Risk Description Risk 

Ratinga 
Risk Mitigation Measures 

Inherent Risk 

1. Country 
specific 

Internal audit is not risk base and still 
focus on compliance with financial 
obligations 

S Programs on strengthening 
internal audit capacities of 
budget organizations are being 
developed. Programs are 
expected to be implemented in 
2019–2020. 

2. Entity 
specific 

Accounts reconciliation is strong in all 
dimensions. 
 
 
 
 
Information on resources received by 
service delivery units, and quality and 
timeliness of in-year budget reports, are 
weak. 
 
Consolidated government statements 
are prepared in a timely manner on a 
cash basis, but not fully compliant with 
recognized international accounting 
standards.  
 
FY2018 external audit recommended 
some internal control improvements for 
the management and ALRI agreed to 
implement it.  

S A PIG has been established to 
implement of the project, 
applying international standards 
on accounting, reporting, and 
auditing  
 
Training on financial reporting 
and auditing should be 
provided. 
 
 
Regular review of external audit 
reports and management letter 
should be used to update 
financial management action 
plan as required. 
 

3. Project 
specific 

There is no internal audit in place 
which, in some degree, diminishes 
efficiency of internal financial control 
overall 

M Hire consultant to perform 
internal audit 

Overall inherent risks S  

Control risks 

1. Staffing New additional finance staff may not be 
familiarized with ADB’s financial 
management requirements (depend on 

L PIG is fully staffed now. 
Refreshing training on ADB’s 
financial management 
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Risk Type Risk Description Risk 
Ratinga 

Risk Mitigation Measures 

the workload, additional finance staff 
may be recruited when needed during 
implementation) 
 

requirements and disbursement 
policies and procedures should 
be provided by ADB to 
strengthen PIGs staff 
knowledge and capacity. 

2. Funds flow The fund flow risks concerns the delays 
of payments to contractors, which will 
delay project implementation activities. 

L The majority funds for the 
project will be under control of 
PIG under ALRI to avoid 
delays.  

3. Accounting 
and financial 
reporting 

PIG has prepared acceptable Project 
Financial Statement to ADB under 
ongoing project. 

L Majority funds would be through 
PIG under ALRI. PIG finance 
staff have prepared acceptable 
project financial statements  

4. Internal 
Controls and 
internal audit 

No internal audit in ALRI, 
whichdiminishes efficiency of internal 
financial control overall  

S Hire consultant to perform 
internal audit 

5. External 
Audit 

There would be low risk in conducting 
audit by private audit firm(s) on project 
FS prepared by PIG. 

M 
 

Government recruit one 
independent audit firm for all 
ADB-funded projects in 
Tajikistan. 

Overall control risks M  

Overall risks S  
ADB = Asian Development Bank, ALRI = Agency for Land Reclamation and Irrigation, FS = financial statements, FY = 
fiscal year, MEWR = Ministry of Energy and Water Resources, PIG = project implementation group. 
a H = High, S = Substantial, M = Moderate, L = Low. 
Source: Asian Development Bank. 
 

Table 2: Financial Management Action Plan 

Risk Action Responsibility Timeline 

Newly recruited staff in PMU (due to 
high staff turnover) may not be 
familiar with ADB’s FM 
requirements. This may cause 
delays in day-to-day FM of the 
project. 

Provide FM and disbursement 
training and with the help of FM 
consultant to enhance the FM 
capacity of PIG. 

ADB, PIG* 
 

Within 3 
months after 
loan/grant 

effectiveness 
 

The financial statements are 
prepared by the external auditors 
and raises concerns over auditor 
independence.  
 
Self-review risk is one of major 
issues discussed in Code of Ethics. 
Auditors failing to perform due care 
in limiting exposure to self-review 
breach independence requirements 
and question value of their opinion. 

The TOR for annual audit of 
project accounts should be 
reviewed by ADB prior to next 
year audit services 
procurement. The TOR needs 
to be amended to require 
auditor full compliance to 
International Standards on 
Auditing and International 
Federation of Accountants’ 
International Code of Ethics for 
Professional Accountants. 
Auditor’s failure to maintain 
independence must be reported 
to the national audit regulatory 
body in compliance with local 
rules and policies. Subject to 
regulator’s investigation and 
decision an audit opinion may 

PIG, MOF Within 9 
months after 
loan/grant 

effectiveness 
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Risk Action Responsibility Timeline 

be considered not acceptable 
and a new audit may be 
required. 

There is no internal audit in place, 
which could diminish efficiency of 
internal financial control overall 

ADB will recruit an international 
FM consultant for 6 months 
(individual consultant) who 
would help ALRI to establish a 
good internal audit system and 
build the capacity of PIG 
finance and accounting staff. 
The consultant will prepare (i) 
the template Project Charter for 
Internal Audit and tailored 
version for the project, (ii) 
template Project Audit Plan, (iii) 
internal audit training plan 
followed by relevant trainings 
for project staff, and (iv) quality 
assurance program 

ADB, ALRI, PIG*  Within 3 
months after 
loan/grant 

effectiveness 
 

Insufficient available funds for 
system O&M may threaten CIS 
sustainability  

Required O&M costs will be 
optimized by construction the 
sediment excluding basin under 
the second additional project 
financing. Degraded pumps and 
motor units will be replaced with 
energy efficient models under 
the original project financing. 
The government agreed that 
ALRI will prepare and the 
government will approve a CIS 
asset management and O&M 
plan with the support of the 
original project. Since 2015, the 
government has improved the 
ISF collection rate from 70% to 
88.7% and increased the water 
tariff. Although this remains 
insufficient for financial 
sustainability, ALRI will prepare 
a comprehensive asset 
management and O&M 
business plan for O&M 
computations and budget 
allocations within 12 months 
from the effectiveness of 
additional financing. The asset 
management O&M plan will 
include components to increase 
ISFs and the budget allocation 
for O&M. This will substantially 
increase the availability of O&M 
funds and support full cost-
recovery in the CIS after 
modernization and rehabilitation 
works have been completed. 

ALRI 
 
 
 
ADB 
 

The O&M 
business plan 

will be 
developed 
within 12 

months from 
the 

effectiveness of 
additional 
financing 
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Risk Action Responsibility Timeline 

The main system operators and 
WUAs will be trained in efficient 
CIS O&M under the original 
project. ADB will also support 
the government to address 
systemic issues of debt 
management and budget 
allocations for O&M. This will be 
from grant allocations from the 
12th replenishment of the Asian 
Development Fund (ADF 13) to 
improve debt management. 

ADB = Asian Development Bank, ALRI = Agency for Land Reclamation and Irrigation, CIS = Chubek Irrigation System, 
FM = financial management, ISF = irrigation service fee, MOF = Ministry of Finance, O&M = operation and maintenance, 
PIG = project implementation group, PMU = project management unit, TOR = terms of reference. 
* Chief Accountant and Financial Manager will be responsible for Financial Management Acton Plan implementation 
and reporting status to ADB. 
 

D. Project Financial Reporting, Auditing, and Public Disclosure 
 
12. The PIGs shall continue to (i) maintain separate accounts and records for the project by 
funding source for all expenditures incurred on the project; (ii) prepare annual financial statements 
for the project in accordance with cash-based International Public Sector Accounting Standard; 
(iii) have such project financial statements audited annually by independent auditors whose 
qualifications, experience and terms of reference are acceptable to ADB, in accordance with 
international standards for auditing or the national equivalent acceptable to ADB; (iv) as part of 
each such audit, have the auditors prepare a report which includes the auditors’ opinions on the 
financial statements and use of the grant proceed,4 and a management letter which sets out the 
deficiencies in the internal control of the project that were identified in the course of the audit, if 
any; and (v) furnish to ADB, no later than 6 months after the end of each related fiscal year, copies 
of such audited project financial statements, audit report and management letter, all in the English 
language, and such other information concerning these documents and the audit thereof as ADB 
shall from time to time reasonably request. 
 
13. Compliance with financial reporting and auditing requirements will be monitored by review 
missions and during normal program supervision, and followed up regularly with all concerned, 
including the external auditor.  
 
14. The government, EAs, PIGs have been made aware of ADB’s approach to delayed 
submission, and the requirements for satisfactory and acceptable quality of the audited project 
financial statements.5 ADB reserves the right to require a change in the auditor, or for additional 

 
4 Auditor’s opinions shall cover (i) whether the project financial statements present a true and fair view or are presented 

fairly, in all material respects, in accordance with the applicable financial reporting framework; (ii) whether loan and 
grant proceeds were used only for the intended purposes of the project in accordance with ADB’s Loan Disbursement 
Handbook and the loan/grant and project agreements. 

5 ADB 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 (i) the audit documents are overdue; and (ii) if they are not received within the next six 
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 have not been received 6 months after the due date, ADB will (i) 
inform the executing agency of ADB’s actions to withhold processing of requests for new contract awards and 
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support to be provided to the auditor, if the audits required are not conducted in a manner 
satisfactory to ADB, or if the audits are substantially delayed. ADB reserves the right to verify the 
project's financial accounts to confirm that the share of ADB’s financing is used in accordance 
with ADB’s policies and procedures.  
 
15. ADB shall disclose the annual audited financial statements for the project and the opinion 
of the auditors on the financial statements no later than 14 calendar days of ADB’s confirmation 
of their acceptability by posting them on ADB’s website. The management letter will not be 
disclosed. 
 
E. Disbursement and Fund-Flow Arrangements 
 
16. The additional financing grant proceeds will be disbursed in accordance with ADB's Loan 
Disbursement Handbook (2017, as amended from time to time) and detailed arrangements as 
agreed upon between the government and ADB.  
 

17. Advance Fund.6 The PIG has established separate advance accounts in United States 
dollars for each fund source (Asian Development Fund [loan and grant] and Trust Fund Grant) for 
the projects at a bank acceptable to ADB (National Bank of Tajikistan). A separate account will 
be used for the additional financing grant. The same fund-flow arrangement as described in the 
original FMA of 2017 will be applied for additional financing, as detailed in Figure 1. 
 

                                                 

 

 

 

 

 

 

 

 

 

 

 

disbursement such as new replenishment of advance accounts, processing of new reimbursement, and issuance 
of new commitment letters; and (ii) 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 have not been received 12 months after the due date, ADB may 
suspend the loan. 

6 Formally called imprest fund procedure. 
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Figure 1: Fund Flow Diagram 

 

 

 

 

  

 

 

 

 

 

 

  

 

 

 

 

  Documents for disbursement          ADB Funds 

ADB = Asian Development Bank; ALRI = Agency for Land Reclamation and Irrigation; CS1 = Consulting Service 
package 1; CS2 = Consulting Service package 2; CS3 = Consulting Service package 3 (*output 3 only); MEWR = 
Ministry of Energy and Water Resources; MOF = Ministry of Finance; PIG = project implementation group; PIO = project 
implementation offices. 
Source: Asian Development Bank. 
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