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A Project Procurement-Related Review is 
a review undertaken by OAI on ongoing ADB-financed projects, to verify compliance with 

applicable ADB policies, guidelines, and the grant and project agreements, with a focus on 
preventing and detecting integrity violations (http://www.adb.org/site/integrity/integrity-violations) 

involving ADB-related activities as defined under ADB’s Anticorruption Policy  
(http://www.adb.org/documents/anticorruption-and-integrity-policies-and-strategies) and ADB’s 

Integrity Principles and Guidelines (http://www.adb.org/documents/integrity-principles-and-
guidelines) as amended from time to time. 

 
ADB’s Anticorruption Policy requires all parties, including borrowers, beneficiaries, bidders, 

consultants, suppliers, contractors, and ADB staff to observe the highest ethical standards when 
participating in ADB-related activities. The Policy supports ADB’s obligation, in accordance with 
Article 14 (xi) of the Agreement Establishing the Asian Development Bank, to ensure that the 

proceeds of ADB financing are used only for intended purposes. 
 

The PPRR assesses internal controls in place, identifies irregularities and instances of non-
compliance, inspects the project outputs, and recommends enhancements to mitigate or 
eliminate opportunities for fraud, corruption, or abuse of resources, and to help improve 

development effectiveness of future projects. 
 
 

A Project Procurement-Related Review is not 
an investigation nor an evaluation to assess development effectiveness of ADB-funded projects. 
It does not review project outcomes or development impact, which can only be assessed after 

the completion of a project. 
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EXECUTIVE SUMMARY 

 
1. The Office of Anticorruption and Integrity of the Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR) of the Philippines Credit for Better 
Health Care Project (CBHCP or the Project).  The overall objective of the PPRR was to verify 
compliance with applicable ADB policies, guidelines and the loan agreement focusing on 
preventing and detecting integrity violations. 
 
2. CBHCP was approved in 2009 at an initial project cost of $63.36 million to assist the 
Development Bank of the Philippines’ (DBP) Sustainable Health Care Investment Program, a 
credit facility established in 2007 to support the health sector reform agenda and 
implementation framework of the Department of Health.  The initial ADB loan to DBP was 
equivalent to $50 million.  The current ADB financing is $37.7million after a portion of the ADB 
loan was cancelled in February 2013 by an equivalent of $12.3 million.  The credit facility is 
available to local government units (LGUs) and the private sector.  The intended outputs of 
CBHCP are: (i) upgraded LGU health services; (ii) more efficient health delivery systems 
through public-private partnership and innovative strategies; (iii) improved access to small-scale 
private providers; and (iv) enhanced institutional capacity for health sector lending.   

 
3. The PPRR team selected four subloans and assessed the subloan application 
review/evaluation process, credit approval, release of funds to sub-borrowers, including 
disbursements thereon, and replenishment of the imprest account.  The PPRR team’s engineer 
conducted site visits covering six subloan projects and inspected the construction works, 
medical facilities, machinery, and medical equipment. 
 
4. Overall, DBP has sound internal controls and accountability in place insofar as the 
evaluation and approval process of the subloan applications, disbursements, and fund releases 
are concerned.  The capacity and level of supervision by DBP Head Office, DBP Branches and 
the project management office sufficiently meet the project requirements.  The construction 
works of sample subprojects, including machinery and medical equipment, were generally of 
acceptable quality. 
 
5. The PPRR, however, identified issues, some of which are highlighted below, that require 
remedial actions to further improve project implementation and sub-borrower’s compliance with 
credit application and subloan release requirements, as well as to enhance project oversight 
and protect the integrity of project.  These issues have no significant impact on the Project 
outputs so far but may result in financial loss should these recur.  Some of the issues were 
addressed by DBP after preliminary discussions.  Lessons learned from this PPRR, if adopted 
by DBP, will further enhance its implementation of similar future projects:   
 

• Special transactions, which include, but are not limited to, deviations from or 
exceptions to the credit policy and other pertinent guidelines (e.g., memorandum 
circular), waiver of fees or other miscellaneous transactions, may be proposed 
during the credit application process for approval by delegated authorities.  The 
special transactions to lower the commitment and extension fees in two subloans 
were inconsistently categorized – as an exception to the memorandum circular in 
one suboan, and as a miscellaneous transaction in the other subloan.  While the 
special transactions in these two subloans were appropriately authorized, the 
inconsistent treatments in future subloans may result in them being overlooked or 
not being considered for higher authorizations. As a result, DBP issued a policy on 
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categorization of special transactions, whether they are deviations or miscellaneous 
to preclude divergence of interpretation.  
 

• Sub-borrowers must have contractor’s all risk insurance (CARI) in place for the 
construction of subprojects and during the releasing of subloans.  In three subloans, 
funds were released to the sub-borrowers despite the CARI being inadequate either 
in the amount or in the period covered, or the premium was not promptly paid which 
is a requirement for the insurance policy to be valid.  These exposed the subloans to 
the risk of irrecoverable losses in case of failure by the contractor to deliver the 
outputs or the occurrence of an untoward incident.  To protect the integrity of the 
Project funds, it is paramount that the insurance is implemented and not just 
committed.  

 
• Term loan agreements (TLA) contain the governing stipulations of DBP’s subloans 

which include, among others: the purpose and uses of the loan proceeds; 
documentation requirements from the sub-borrower; collateral requirements and 
security documents; and conditions of fund releases.  The TLA of one sample 
subloan did not include the conditions and requirements for subloan fund releases 
while the TLA of another did not reflect changes to the security documents.  While 
these provisions are indicated elsewhere in internal DBP documents, compliance by 
the sub-borrower may not be consistently enforced and the proper recourse not 
properly imposed.  Although, the sub-borrower in the first subloan subsequently 
signed a letter of conformity on the fund release conditions with the DBP branch 
concerned, necessary amendments to the TLA should be made as soon as these 
are approved. 
 

• Sub-borrowers are required to comply with the insurance requirement prior to 
subloan implementation.  However, there is no guidance to determine compliance to 
this requirement resulting in inconsistent assessment by different DBP branches.  
The lack of clear guidelines in determining compliance to insurance requirement 
may result in DBP not having recourse in case of default by the sub-borrowers. 

 
6. All findings were discussed with and acknowledged by the DBP branches concerned and 
by the project management office.   Feedback and inputs received were incorporated 
throughout this report.  The PPRR team recognizes DBP’s efforts in addressing the issues 
noted and suitably reflects DBP’s initiatives in the Findings section.  Recommendations to 
address the findings are presented in paragraphs 32-33 of this report.   
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OVERVIEW 

1. The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR) of the Philippines’ Credit for Better 
Health Care Project (CBHCP or the Project) from 19 May to 30 September 2014.1  This report 
presents the findings and recommendations as a result of the PPRR.   
 
2. The overall objective of the PPRR was to assess compliance with applicable ADB 
policies, guidelines and loan agreement, focusing on preventing and detecting integrity 
violations.  The PPRR team identified instances of non-compliance with relevant agreements 
with respect to subloan credit application procedures, evaluation and approval of said 
applications, and releases of funds to sub-borrowers.   
 
Project Background 
 
3. The Government of the Philippines envisioned closing the gap in the access to health 
care services for its population of about 90 million, especially for the poor and for those in the 
rural areas.  A health care investment program offering better access to credit was created to 
implement this agenda.  This health sector goal of the Philippines complements with ADB’s 
long-term strategic framework 2008-2020 (Strategy 2020) and ADB’s Operational Plan for 
Health to improve public sector management, stimulate public-private partnerships and improve 
rural access to health care.2 
 
4. ADB, in coordination with the Government of the Philippines and the Gender and 
Development Cooperation Fund (GDCF), developed CBHCP to address the low and inefficient 
public expenditures in health care by mobilizing additional off-budget credit resources through 
government financial institutions, the private sector, non-government organizations, and civil 
society.  The intended outputs of CBHCP are: (i) upgraded local government unit (LGU) health 
services;3 (ii) more efficient health delivery systems through public-private partnership and 
innovative strategies; (iii) improved access to small scale private providers; and (iv) enhanced 
institutional capacity for health sector lending.   
 

Figure 1: CBHCP Investment Cost as of 30 June 2014 
 
 
 
 
 
 
 
 
 

1  OAI staff members, staff consultants, representatives from the Philippines Commission on Audit, and an engaged 
engineer comprised the PPRR team. 

2  ADB.  2009.  Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 
Administration Grant for Credit for Better Health Care Project.  Manila. 

3  Due to decreasing market interest rates making CBHCP loans unattractive, increased availability of the 
Department of Health grants, and constraints in complying with the multiple requirements to avail of subloans from 
CBHCP, no LGU health facilities were funded by CBHCP. 
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5. When CBHCP was approved in March 2009, the Project’s estimated investment cost 
was $63.36 million.  The breakdown of the Project’s investment cost is presented in Figure 1 
above.  In February 2013, the project cost was reduced to $51.06 million as a result of partial 
cancellation of the ADB loan by an equivalent of $12.3 million.  This was brought about by the 
lack of financial interest in this credit facility by the LGUs,4 which led to the approval by ADB of 
DBP’s request to partially cancel the loan and to pursue increased private sector lending for 
CBHCP.5   The loan is expected to close on 19 August 2015.  As of the PPRR cut-off date,6  
nine subloans aggregating $21.1 million had been approved.  The status of ADB’s financing of 
CBHCP as of 30 June 2014 is in Figure 2.   
 

Figure 2:  Status of ADB Financing as of 30 June 2014 
 

 
 
6. The executing agency of CBHCP is the Development Bank of the Philippines (DBP).  
The Project Management Office (PMO), established under DBP, is responsible for planning, 
coordinating, administering, and monitoring of the project. 

 
PPRR Coverage 
 
7. During the PPRR planning phase, the team assessed the inherent risks and controls in 
DBP’s procedures for evaluating, approving, and disbursing subloans to sub-borrowers, and 
noted that DBP’s project structure and process design have adequate controls to ensure that 
ADB’s funds were subloaned to qualified sub-borrowers.  Thus, the PPRR fieldwork focused on 
DBP’s implementation of its procedures for processing and disbursing subloans as shown in 
Figure 3.  The fieldwork did not cover the procurement activities of the sub-borrowers7 as DBP 
has sufficient procedures, such as physical verification of progress of works and goods and 
estimation of the related costs, in ensuring that the subloan release requirements are met by the 
sub-borrowers prior to release of subloan funds. 
 
  

4  Ibid. 
5  Memorandum of Understanding of ADB Review Mission on 7-18 May 2012. 
6  The PPRR cut-off date is as of 30 June 2014. 
7  The Procurement Plan (paragraph 28) provides that procurement undertaken by beneficiaries (sub-borrowers) 

under the loan will be in accordance with the procedures for loans to financial intermediaries that allows for 
procurement in accordance with established private sector or commercial practices.  This is in accordance with 
ADB’s Procurement Guidelines on procurement in loans to financial intermediaries. 

56% 
44% 

Approved subloans - $21.1

Uncommitted ADB allocation
- $16.6
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Figure 3: CBHCP Process Flow 
 
 

 
 
8. The PPRR team selected four out of nine approved subloans to assess the procedures 
performed and related documentation on the following: subloan application, credit assessment 
and approval, and release of funds to sub-borrowers.  The PPRR team also reviewed and 
evaluated the financial management controls, and all disbursements on the four selected 
subloans, including replenishment of imprest account.  The PPRR engineer conducted site visits 
covering six subloan projects to inspect the construction works, medical facilities, machinery, 
and equipment.  The sample subloans selected for this PPRR, covering approximately 85% of 
the approved subloans, are shown in Table 1.   

 
Table 1: PPRR Scope 

(Figures are as of 30 June 2014) 
 

Description Amounts  
($ million) 

Percentage 

Sampling source 
Approved subloans 21.1  

Samples 
Review of subloan processing 18.0 85% a 
Asset inspection of subproject outputs 19.3 91% b 
Review of disbursements 12.9 85% c 
a & b  

c 
These represent the sampled subloans out of the total approved subloans. 
This pertains to sampled disbursements out of the total disbursements made.  

 
 
 

PROJECT STRENGTHS 

 
9. Sound internal controls and accountability in place.  The PPRR team recognizes the 
existence of a check-and-balance mechanism at DBP’s Head Office and Branches to ensure 
that every staff is accountable in the evaluation and approval process of the subloan 
applications, subloan disbursements and fund releases. 
 
10. Strong project management capacity.  The capacity and level of supervision by DBP 
Head Office, DBP Branches with subloans funded by the ADB loan, and the PMO sufficiently 
meet the project requirements.  The personnel of relevant DBP Head Office Departments, DBP 
Branches of the six sample subloans, the PMO and the DBP appraisal team were 
knowledgeable in their assigned areas and were proactive and responsive to the PPRR 
requirements and findings. 

 
 

Application Evaluation Approval Authentication Releasing Implementation Documentation
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FINDINGS 

 
11. There were no major issues from the PPRR that would prevent the accomplishment of 
Project objectives.  This section highlights the issues identified during the review that require 
remedial actions from DBP to further improve project oversight and implementation including 
sub-borrower’s compliance with credit application and subloan release requirements.  The 
preliminary findings were discussed with the DBP branches implementing the respective sample 
subloans and with the PMO.   The responses of the different DPB departments through the 
PMO have been suitably considered in the report. 

 
A. Subloan credit application processing and approval 
 
12. The PPRR team noted some gaps in (i) DBP’s documentation related to credit 
applications and (ii) review procedures related to insurance requirements, some of which have 
been promptly addressed by DBP.  
 
13. Requirements and conditions in the term loan agreement (TLA)9 are incomplete.  The 
TLA of one sample subloan did not indicate the documentation requirements and conditions for 
subloan releases.  The documentation requirements are outlined in the project evaluation and 
endorsement report (PEER), while the releasing conditions are set in the operating guidelines of 
the credit application, which are both internal DBP documents and do not form part of the TLA.  
Furthermore, the term loan sheet for this subloan was not seen by the PPRR team during the 
review, and as such the PPRR team could not ascertain if the provisions and conditions cited in 
the PEER and operating guidelines were communicated to the sub-borrower. 
 
14. While there was no untoward incident as a result of the finding, the absence of the 
relevant documentation requirements and conditions for subloan releases in the TLA can cause 
non-compliance by the sub-borrower, in which case corresponding fees and related recourse for 
non-compliance may be difficult to impose. 

 
15. Finding addressed.   DBP’s Branch Banking Sector responded to the PPRR’s 
preliminary finding that the signatories of the sub-borrower had signed a letter of conformity 
dated 1 October 2014 of the DBP branch concerned, signifying their conformity to and 
acceptance of the subloan fund release conditions stated in the PEER. 
 
16. Inconsistent treatment of special transactions.  Special transactions are also proposed 
during the credit application process for approval by delegated authorities.11  These special 
transactions are documented in the credit application form.  The PPRR team noted that in two 
subloans, the special transaction to lower the commitment and extension fees was 
inconsistently categorized.  The transaction was presented in the credit application as an 
exception to the memorandum circular in one subloan, and as a miscellaneous transaction in 
the other subloan.  While the special transactions in these two subloans were appropriately 

9  A term loan agreement is a contract between DBP and the sub-borrower that documents, among others, the 
purpose and uses of the loan proceeds, documents required from the sub-borrower, conditions of the subloan 
fund releases, and payment terms. 

11  Special transactions include, but not limited to, deviations from or exceptions to the credit policy and other 
pertinent guidelines (e.g., memorandum circular), waiver of fees or other miscellaneous transactions.   
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authorized, the inconsistent treatments in future subloans may result in them being overlooked 
or not being considered for higher authorizations.  
 
17. Finding addressed.  DBP issued a policy on categorization of special transactions, 
whether they are deviations or miscellaneous, to preclude divergence of interpretation. 
 
18. TLA not amended based on approved offering ticket.14  The TLA for another subloan 
was not amended to include subsequent approved special transactions based on the offering 
ticket.   These transactions comprised the increase of authorized capital stock by way of upfront 
equity infusion in the subproject being financed, and dispensation of the Joint and Several 
Signatories of the other founders and their spouses.16  In the absence of the amendment, the 
executed Continuing Suretyship Agreement and the computation of the equity contribution for 
purposes of the subloan releases were based on the approved offering ticket.  In this case, in 
the event the offering ticket is misplaced or lost, there will be no documentation to appropriately 
support the special transactions. 
  
19. Determining compliance to insurance requirements not clear.  The sub-borrower is 
required to comply with the insurance requirement as a condition to implement the subloan.  
The credit application form includes a box to signify whether or not the insurance requirement is 
in order.  There is no guidance in determining compliance by the sub-borrower in regard to 
insurance requirement in the credit application and declaring such compliance as “in order”.  As 
such, there was inconsistent treatment of determining insurance requirement as “in order” when 
clearing subloan credit applications. 

 
20. The PPRR team noted that the insurance requirement box in the credit applications of 
two subloans was ticked as “in order” as the insurance premiums had been paid and the 
insurance policies were in place.  However, there were two other sub-borrowers that were given 
clearances of their respective credit applications with insurance requirements ticked as “in 
order” prior to the sub-borrowers’ payment of their respective insurance premiums.18  These 
inconsistencies are due to the lack of clear basis in determining compliance by the sub-borrower 
to insurance requirements, which could result in DBP not having recourse in case of default by 
the sub-borrowers. 
 
B. Financial management and disbursements 
 
21. The financial management controls and internal controls over disbursements of the four 
selected subloans, including replenishment of the imprest account were in place.  The PPRR 

14  An offering ticket is a form used to document the special transactions being proposed after the loan application 
has been approved.  Special transactions include, but are not limited to, deviations from or exceptions to the 
credit policy and other pertinent guidelines (e.g., memorandum circular), waiver of fees or other miscellaneous 
transactions. 

16  DBP’s Branch Banking Sector responded to the preliminary finding that the DBP branch concerned will 
prepare/send to the sub-borrower a letter for conformity of its authorized signatories not later than 31 December 
2014.  The PPRR team has not received the branch’s confirmation if such letter has indeed been sent and 
acknowledged by the sub-borrower. 

18  One of the branches concerned indicated that there was an existing CAR obtained by the contractor in favor of 
the sub-borrower, and although it may not be sufficient in amount and not in favor of DBP as beneficiary, DBP had 
no exposure yet since no amount was released to the sub-borrower prior to receipt of the relevant insurance.  
Another DBP branch opined that the insurance coverage was prior to the date of initial release of the subloan.  
The PPRR team noted that while the insurance coverage was prior to the date of initial release of the subloan, the 
payment of premium and issuance of the insurance policy was about two months after the initial release. 
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team, however, noted that even if the insurance coverage during construction of three 
subprojects was insufficient, subloan releases at different stages of construction continued. 
 
22. Inadequate insurance coverage.   The sub-borrower’s compliance to submit the 
contractor’s all risk insurance (CARI) is a condition during project implementation and subloan 
releases.  In three subloans, the CARI was inadequate either in the amount or in the period 
covered, or the premium was not paid which is a requirement for the insurance policy to be 
effective.  These exposed the subloans to risk of irrecoverable losses in case of failure by the 
contractor to deliver or an occurrence of an untoward incident.   
 
23. In one subloan, a total of Php132 million (or approximately $3.2 million) representing 
seven subloan releases from November 2012 until August 2013 had no insurance coverage at 
that time as the insurance policy was not extended.  DBP Branch Banking Sector advised the 
PPRR team that the entire loan amounting to Php287 million, fully released on 18 October 
2013, is now covered by insurance until 11 October 2015. 
 
24. In another subloan, a progressive CARI was taken at the time of the credit evaluation 
covering 20% of the total sub-project cost.  However, the insurance policy was not extended to 
ensure adequate coverage as the construction had progressed.  After the second subloan 
release, the insurance coverage was approximately Php10.6 million short of the total sub-
project cost of Php53.84 million.  DBP Branch Banking Sector indicated that the loan is now 
covered by an insurance amounting to Php297 million for the period 1 December 2014 until 1 
December 2015. 
 
25. The CARI policy of another subloan indicated full coverage effective from 23 October 
2013 up to 24 October 2014, with the effective date subject to the payment of premium.   The 
insurance premium for the policy issued on 3 April 2014, was paid by the sub-borrower on 21 
April 2014, the insurance effective date.22   The first subloan release amounting to Php49 million 
was disbursed by the branch on 14 February 2014 which is prior to the insurance effective date 
of 21 April 2014.  Notwithstanding the sub-borrower’s belated payment of the premium, the 
subloan did not have insurance coverage for 66 days which exposed it to the risk of 
irrecoverable losses had there been contractor failures or occurrence of untoward incidents.  It 
is therefore paramount that the insurance is implemented and not just committed to ensure 
recoverability and to protect the integrity of the subloan funds.  
 
 
C. Subproject implementation and monitoring 
 
26. The PPRR team noted areas needing improvement as far as subproject implementation 
and monitoring are concerned. 
 
27. Delayed execution of chattel mortgage.  The TLA of one subloan provides for the chattel 
mortgage of the hospital machinery and equipment to be executed and registered by the sub-
borrower in favor of DBP.24   The hospital equipment and machinery have already been installed 

22  The PMO explained that the DBP branch concerned considered the insurance effective as of 23 October 2013 
since the sub-borrower had paid the premium within the 45-day period from the issuance of the policy on 3 April 
2014 as prescribed by the insurance broker.  

24 The general condition of the TLA also states that the security document shall take effect upon full or partial 
availment of the loan secured by the security document and shall subject the entire collaterals described or 
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and used, but during the PPRR fieldwork, the chattel mortgage was not executed and provided 
to DBP.  Such delay could have resulted in inadequate security or remedy in instances of 
default by the sub-borrower. 

 
28. The DBP Branch Banking Sector advised the PPRR team that the chattel mortgage was 
to be executed within the first quarter of 2015 upon submission of the sub-borrower of 
documents evidencing acquisition of the hospital equipment and upon verification by DBP’s 
credit appraisers.  The PPRR team has not received notification from DBP if the chattel 
mortgage was indeed executed as scheduled. 

 
29. Delayed performance of the term loan review.25  The term loan reviews for two subloans, 
one due in December 2012 and the other in June 2013, did not take place.  In such cases, any 
non-compliance to critical provisions of the TLA and other aspects of the subloan 
implementation and credit issues requiring attention may not be readily identified and promptly 
resolved.  The DBP Branch Banking Sector indicated to the PPRR team that the first subloan 
referred to will prepare/recommend/submit its term loan review by 31 December 2015 and the 
second subloan within the first quarter of 2015.28 

 
D. Asset inspection 
  
30. The PPRR team, through its engineer observed that the construction works of the six 
subprojects, including the hospital machinery and medical equipment were generally of 
acceptable quality except for a minor quality issue noted in one subproject, where the DBP 
Branch required the contractor to rectify the works.29 
 
31. There were safety concerns during the asset inspection, most of which pertain to lack of 
proper signage in the hazardous areas of ongoing construction works in four subprojects.  Other 
safety issues noted in fully or partially operational hospitals include, among others, no fire 
protection system, exposed water pipes in the records rooms, exposed waterline and sanitary 
pipes; and unfinished elevator machine room and elevator wall.   

 
 

RECOMMENDATIONS 

 
32. The following recommendations are made to address the project vulnerabilities noted 
during the PPRR and assist the DBP, including the PMO in enhancing project implementation.  
ADB’s Southeast Asia Department (SERD) is requested to ensure the recommendations are 
appropriately implemented and to periodically update OAI with implementation status thereof. 
 

covered thereunder as security or lien for the outstanding obligation in accordance with the terms of the 
agreement, the note and other related documents or agreements. 

25 The term loan review is conducted by the branch administering the subloan to assess the sub-borrower’s credit 
worthiness and compliance to loan conditions, as well as to evaluate the viability of the loan account.  Term loan 
reviews are conducted regularly (e.g., at least annually) until the subloan is fully paid. 

28  The PPRR team has not received confirmation from DBP if the term review of one subloan indeed took place 
during the first quarter of 2015. 

29  Floor tile screed was too thick and did not include the mesh, which could cause the surface to be hollow.  In 
addition, there was a large gap between the elevator frame and the elevator shaft, which may lead to accidents. 

 
 

                                                                                                                                                       



8 
 

33. The PPRR team recommends that DBP, DBP Branches implementing subloans 
financed by this ADB loan, and the PMO ensure that:31 

 
a. for future subloans, the documentation requirements and conditions for fund 

releases are included in the term loan agreement (paras. 13-15); 
 
b. the recently issued policy on categorization of special transactions is consistently 

applied (paras. 16-17); 
 

c. necessary amendments to the term loan agreements be promptly made as soon as 
offering tickets special transactions are approved (para. 18);  

 
d. the prerequisites for determining compliance by a sub-borrower to insurance 

requirements during credit application clearance be clarified and documented to 
prevent inconsistencies in declaring compliance to be “in order” (paras. 19-20); 

 
e. the adequacy of insurance coverage by sub-borrowers is appropriately checked and 

is in place before subloan funds are released (paras. 22-25); 
 
f. the required security document for the offered collateral (e.g., chattel mortgage) is 

promptly submitted by the sub-borrower in compliance with the term loan agreement 
condition (paras. 27-28); 

 
g. prompt actions are made to conduct the term loan review by the stipulated date.  

Should the term loan review gets delayed, the circumstances and justifications 
therefore should be documented to provide appropriate audit trail (para. 29); and 

 
h. the asset inspection observations on quality issues as well as safety concerns are 

appropriately addressed (paras. 30-31). 
 

 
 

 
34. The PPRR team acknowledges the cooperation and assistance extended by the officials 
of DBP Head Office, DBP Branches of the six subloans, PMO and the DBP appraisal team. The 
PMO’s untiring efforts to provide the necessary information and documentation for the PPRR to 
meet its objectives are admirable and very much appreciated. 
 
35. The PPRR team appreciates the support and collaboration from ADB’s Human and 
Social Development Division, SERD during the PPRR.  OAI remains available for consultation 
on any matters in this report or issues that may affect the integrity of this project’s 
implementation. 
 

 
 
 

31  While some specific findings had been addressed, recommendations were made to ensure the same findings do 
not recur in future subloans. 
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