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A project procurement-related review is 
a review undertaken by OAI on ongoing ADB-financed projects to assess compliance with 
applicable ADB policies, guidelines, and the loan/financing 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 as amended 

(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 of fraud and corruption 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. 
 

OAI conducts follow-up reviews on selected PPRRs to assess the implementation progress of 
the PPRR recommendations and to assist the executing/implementing agencies and ADB in 

addressing remaining recommendations. 
 
 

 

  



 

 

EXECUTIVE SUMMARY 

 
1. The Office of Anticorruption and Integrity of the Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR) of Indonesia’s Polytechnics Education 
Development Project (PEDP or the Project).  The PPRR fieldwork took place in Bandung, 
Kupang, Jakarta, Lampung and Surabaya, Indonesia from 16 May to 17 June 2016. OAI 
performed further review and analyses subsequent to the fieldwork.  This report presents the 
findings and recommendations from the PPRR. 
 
2. The $91.7 million Project aims to improve the quality and relevance of polytechnic 
education and strengthen the polytechnic system through an integrated approach addressing 
equitable access, employment outcomes and subsector management.  The overall objective of 
the PPRR is to assess PEDP’s compliance with applicable ADB policies, guidelines, and loan 
agreements with a focus on preventing and detecting integrity violations.  Recommendations 
from the PPRR are intended to strengthen project oversight, enhance internal controls and 
optimize project management. 
 
3. The PPRR identified similar findings across 22 ($4.1 million) out of approximately 300 
contracts reviewed, some of which are considered serious and have significant implications.  
The contracts reviewed are being overseen by the project management unit (PMU) and seven 
project implementation units (PIUs).  The fairness and transparency of the procurement process 
and the efficient administration of PEDP resources may be impaired if the serious findings are 
not addressed.  We encourage the Ministry of Research, Technology and Higher Education 
(MORTHE), PMU and PIUs, and ADB’s Southeast Asia Department (SERD), through the 
Indonesia Resident Mission (IRM), to address the issues identified in the PPRR to cultivate a 
more competitive, transparent and fair procurement, optimize the use of PEDP resources, and 
demonstrate compliance with ADB guidelines and contract terms.  
 
4. There are 28 findings (113 instances) noted in the 22 contracts reviewed, which are 
presented per project implementation area in Figure 1. The serious findings are highlighted in 
the succeeding paragraphs.   
 

Figure 1: Summary of PPRR Findings  
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Financial Management 
 
5. Breach of contract provisions on liquidated damages.  The PMU and PIUs have not 
been properly implementing the contract provisions in imposing liquidated damages (penalties) 
on suppliers who incurred delays in delivering goods.  The general conditions of the supply of 
goods contract (GCC) require liquidated damages to be deducted from the contract amount 
prior to paying the supplier.  However, the current practice of the PMU and PIUs is to require 
suppliers to deposit liquidated damages to the state account rather than deduct these from 
payments to suppliers.  This is not compliant with the GCC and may create opportunities for the 
contracting parties to negotiate the terms of settlement of liquidated damages.  The total 
liquidated damages for ten (10) of the contracts reviewed with delayed deliveries amount to 
$31,103.   
 
6. The PMU explained that, unless there is a specific request from lenders like ADB to 
return the liquidated damages, the government treats these as additional revenue for the state, 
thus the upfront collection from the suppliers.  IRM also stated that the government accounting 
system requires newly acquired assets be recorded at full cost in the financial report and 
balance sheet of the procuring agency, - not at ‘discounted’ amount.  IRM further stated that 
directly deducting penalties as required by the GCC would not be feasible given the existing 
regulatory framework. 
 
7. Penalties on suppliers not deducted in imprest fund liquidation.    Supplier 
payments from the imprest account are based on full contract amounts. The PMU, thus, 
liquidates and seeks to replenish the imprest account without deducting any corresponding 
liquidated damages collected from the suppliers. This does not fully present the actual project 
expenditures and does not optimize the use of project funds. There is therefore a lack of 
accountability and transparency to ADB in handling liquidated damages.   
 
8. Delayed imposition and collection of liquidated damages. In contrast to para. 5, 
there were three instances where suppliers, who have incurred delays in the delivery of goods, 
received full payments 5 to 7 months before paying their corresponding liquidated damages.  
 
9. Full payment to supplier despite inadequacies. The PIU paid a supplier in full despite 
the inadequate bank guarantee and performance security. 
 

a. Insufficient bank guarantee. On the condition of providing adequate bank 
guarantees, suppliers can receive full payments even if they have pending deliveries.  
There was one instance where the PIU fully paid the supplier despite the $54,394 
deficiency in its bank guarantee to cover the value of the pending deliveries.   
 

b. Deficient performance security. The performance security of the same supplier 
was short by 49 days to cover the actual delivery of goods.   
 
In both instances, PEDP was exposed to the risk of the supplier defaulting on its 
obligation and to losing the recourse against the supplier. 
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Procurement 
 
10. Procurement decisions without adequate documented justification. The 

procurement committee for two contracts did not adequately document its justification for 
accepting the insufficient bid guarantee of a sole bidder and the lower specifications 
proposed by a bidder.   
 

11. Incorrect application of bidding requirement during evaluation. The procurement 
committee incorrectly assessed that two bidders did not comply with a qualification 
requirement. 
 
Because of these findings, the integrity of the procurement process and reliability of the 
evaluation results may have been diminished.  

 
12. Narrow technical specifications. There were bidding documents that contained 
technical requirements specific to brands of equipment or stated preferred countries of origin.  
This practice does not comply with the Procurement Guidelines and restricts competition among 
bidders. 
 
13. Potential integrity violations.  There were instances where ADB’s Anticorruption Policy 
may have been violated. In one contract, bids submitted by the winning and losing bidders 
contain the same financial and technical information, which may indicate that the bids were 
prepared and submitted by the same entity.  The PPRR team has referred these matters to OAI 
Investigations Division for assessment and investigation in accordance with ADB’s Integrity 
Principles and Guidelines.  Should the findings of the investigation establish any integrity 
violation by the bidders, this may result in remedial actions being imposed by ADB. 
 
14. The PPRR findings were discussed with MORTHE, PMU, PIUs, and IRM and their 
feedback on the findings is incorporated in this report.   During the fieldwork in Jakarta, the 
PPRR team briefed the PMU and IRM on conducting due diligence and using the PPRR-
prepared checklists to ensure integrity in project implementation.  Subsequent to the briefing, 
the PMU procurement officer signed up for access to the sanctions list to enhance due diligence 
during evaluation of bidders. 
 
15. In their response to the draft report, IRM stated that, “The project team is also continuing 
to strengthen the PMU’s capacity to conduct due diligence to ensure (i) proper review of bid 
documents, bid evaluations, and contract documents; (ii) timely obtaining of sufficient securities 
and bank guarantees; (iii) adherence to specifications of procured goods per ADB’s Guidelines; 
and (iv) objectiveness and transparency in the procurement process.”  
 
16. OAI acknowledges the courtesy and cooperation extended to the PPRR team by 
MORTHE, PMU, PIUs and IRM during the review.   The successful completion of this PPRR is 
due to their support and responsiveness.  OAI remains available for consultation on any matters 
in this report or issues that may affect the integrity of project implementation. 
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I. OVERVIEW 

 
1. The Office of Anticorruption and Integrity of the Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR) of Indonesia’s Polytechnics Education 
Development Project (PEDP or the Project) under Loan 2928 and Grant 0343.  The PPRR 
fieldwork took place at the project management unit (PMU) in Jakarta and in seven project 
implementation units (PIUs) in Bandung, Kupang, Lampung, Surabaya, and Jakarta, Indonesia 
from 16 May to 10 June 2016.1 OAI performed further review and analyses subsequent to the 
fieldwork.  This report presents the findings and recommendations from the PPRR. 
 
2. The Project vulnerabilities and risks in the areas of procurement, financial management 
and asset management were identified through the review of 22 contracts and 38 disbursement 
transactions. Some of the findings are considered serious and, if not addressed, may prevent 
the accomplishment of the Project objectives.  MORTHE and SERD (through IRM) should 
collaborate and prioritize the implementation of corrective actions for these serious findings. 
Failure to take action could result in major adverse impact on the Project and on ADB's 
reputation. 
 
Background 
 
3. PEDP is linked to Indonesia’s Economic Development Master Plan 2011 - 2025 which 
seeks to accelerate economic growth to 12% per annum, create jobs, and expand development 
to poorer regions.  The Project cost is estimated at $91.7 million, of which 81.8% is financed by 
ADB ($75 million through Loan 2928-INO) and 18.2% by counterpart funds from the Republic of 
Indonesia ($16.7 million). A parallel financing is being provided by the Government of Canada in 
the form of grant ($4.95 million).  Other relevant details of the Project are provided in Figure 1 
below.   

Figure 1: Project Background 
 

  
 
 
 

                                                
1  OAI was assisted by a leading global consulting firm (collectively, the PPRR team) in this review. 

Impact

Polytechnic education graduates responsive 

to the needs of the labor market and 
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Infrastructure

Manufacturing
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DGHE-MORTHE = Directorate General of Higher Education of the Ministry of Research, Technology and Higher Education

MP3EI = Master Plan for Acceleration and Expansion of Indonesia’s Economic Development 2011-2025

Implementation Arrangements

• Executing Agency – DGHE-MORTHE

• Project Management Unit

• 40 Project Implementation Units

Scope

• 40 project recipients

• 34 polytechnic institutions

Polytechnic Education Development Project

Estimated project cost = $91.7 million
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PPRR Scope and Coverage 
 
4. The PPRR covered the procurement processes and documentation relating to 22 ($4.1 
million) out of approximately 300 small-value contracts awarded as of 30 April 2016.2  The 
PPRR also covered disbursements-related documents of the selected contracts for payments to 
suppliers amounting to $3.8 million and inspected sample project assets acquired out of the 
contracts.  The PPRR scope and coverage is summarized in Figure 2 below.  
 

Figure 2: PPRR Scope and Coverage 
 

 
 

II. FINDINGS AND RECOMMENDATIONS 

 
PROJECT VULNERABILITIES 
 
Potential integrity violations 
 
5. There were instances where ADB’s Anticorruption Policy may have been violated.  In 
one contract, the financial and technical information in bids submitted by the winning and losing 
bidders were similar and may have been prepared by one entity.  The PPRR team has referred 
these matters to OAI Investigations Division for assessment and investigation in accordance 
with ADB’s Integrity Principles and Guidelines.3 
 

                                                
2  The PPRR cut-off date. 
3  Should the findings of an investigation establish any wrongdoing by the bidders, the investigation may be referred 

to the Integrity Oversight Committee for consideration of debarment.  Debarred parties shall be ineligible to 
participate in ADB-financed, -administered, or –supported activities. 
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Total = 38

• 20 payments to suppliers

• 8 contract replenishments

• 10 liquidated damages

Contracts reviewed & related 
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• 2 shopping
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Public Manufacture Polytechnic of Bandung and Public Polytechnic of Bandung

Public Agriculture Polytechnic of Kupang
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6. The PPRR findings are presented by severity and area of project implementation, as 
follows: (i) financial management; (ii) procurement; and (iii) asset management.  Twenty-eight 
types of findings (113 instances) were noted in all 22 contracts reviewed.4  
 
7. The PPRR identified that the total value of the contracts reviewed ($4.1 million) is 
vulnerable to Project loss as a collective result of the findings, i.e., (i) lack of transparency and 
accountability in handling supplier penalties; (ii) inefficient use of Project funds; (iii) loss of 
recourse against suppliers who defaulted on their contractual obligations; (iv) diminished 
competitive procurement and reliability of evaluation; and (v) absence of mechanism for ADB to 
determine compliance of suppliers to ADB standards.5   
 
A. Financial Management 
 

Table 1: Financial Management Findings and Impact 

 
 
 
 
 

                                                
4  The findings are given High-, Medium-, or Low-risk ratings to guide MORTHE, PMU, PIUs and ADB, as applicable, 

in prioritizing commensurate corrective actions.  
5  The potential amount of Project loss only includes the values of the contracts affected.  The full financial impact of 

irregularities may be difficult to identify and quantify since this also includes costs of implementation delays, 
increased monitoring and review, foregone benefit from use of the Project outputs, and other variables. 

FINDINGS IMPACT 

Breach of contract provisions on liquidated 
damages  

Penalties on suppliers not deducted in 
imprest fund liquidation  

 Project funds not maximized for use in 
development  

 Inaccurate record of project expenses 

 Payment of ineligible expenditures 

 Lack of accountability and 
transparency to ADB in handling of 
liquidated damages 

Full payment to supplier despite: 

 Insufficient bank guarantee 

 Deficient performance security 

Further exposes PEDP to the risk of the 
supplier defaulting on its obligation and to 
the loss of recourse against the supplier 

Delayed imposition and collection of 
liquidated damages  

 Deprives PEDP of due recourse 
against suppliers incurring delays 

 Encourages suppliers to be lenient on 
their obligations 

May create opportunities for the 
contracting parties to negotiate the terms 
of settlement of liquidated damages 
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Breach of contract provisions on liquidated damages  
 
8. Suppliers incurring delays in delivering goods to the PMU/PIUs are levied liquidated 
damages (penalties).  The general conditions of the supply of goods contract (GCC) provide 
that liquidated damages imposed on the suppliers should be deducted from their contracts.  
However, the PMU and PIUs require the suppliers to pay the liquidated damages to the state 
treasury first before they can receive full payments.   
 
9. The current practice of collecting liquidated damages upfront is not compliant with the 
GCC.  The total liquidated damages for 10 of the contracts reviewed with delayed deliveries 
amount to $31,103.     
 
10. The PMU explained that the government treats liquidated damages as additional 
revenue. If there is no specific arrangement in the loan agreement or request from the lender 
(ADB) to return these, the liquidated damages should be deposited to the state account.6    IRM 
also stated that the government accounting system requires newly acquired assets be recorded 
at the full contract amount in the financial report and balance sheet of the procuring agency. 
They are not at the ‘discounted’ amount, assuming that liquidated damages were deducted.  
Based on IRM’s discussion with government counterparts, IRM further advised that directly 
deducting penalties would not be feasible given the existing regulatory framework.  
 
Penalties on suppliers not deducted in imprest fund liquidation  
 
11. Payments to suppliers are made from the imprest fund.  As a result of the breach in 
implementing the contract provisions on liquidated damages, the PMU has been liquidating 
imprest fund expenditures based on full supplier contract or, including the liquidated damages.  
As such, ADB has been replenishing the imprest fund based on overstated expenditures.   This 
does not represent the actual project expenses and is tantamount to the payment of ineligible 
expenditures.  There is therefore a lack of accountability and transparency to ADB in handling of 
liquidated damages.   
 
Delayed imposition and collection of liquidated damages  
 
12. In contrast to para. 8, there were three instances where suppliers with delayed deliveries 
received full payments, before they paid their corresponding liquidated damages.  The delays 
ranged from 5 to 7 months past the final payments to the suppliers. 
 
13. Recommendations (to paras. 8-12).   The PMU and PIUs should monitor expected 
deliveries and closely coordinate with the suppliers to avoid or minimize instances of delays. In 
cases of delays, the PMU and PIUs should promptly impose the corresponding liquidated 
damages and require the suppliers to directly pay to the state account prior to final payment.  
The PMU and PIUs should also record all contracts, the expected and actual deliveries, and any 
corresponding liquidated damages for late deliveries, and have their record reviewed by the 
project’s auditor. Prior to the project financial closure, the executing agency should reimburse 
the imprest account for all the liquidated damages imposed and collected from the suppliers.  
SERD and IRM should require the PMU and PIUs to periodically submit their record of 
deliveries for appropriate monitoring and reconciliation of reimbursable liquidated damages prior 
to project financial closure.   
 
 

                                                
6  This is in accordance with the Ministry of Finance Decree (PMK) No.91 Year 2007 and No.223/PMK.05/2013. 
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Full payment to supplier despite inadequacies  
 
14. The PIU paid a supplier in full despite the inadequate bank guarantee and performance 
security. 
 

a. Insufficient bank guarantee.  Suppliers with pending deliveries may receive full 
payments if they provide bank guarantees.  The PIU fully paid a supplier despite an 
insufficient bank guarantee on its pending delivery.  The bank guarantee was 
deficient by $54,394. It is the difference between the value of the pending deliveries 
of $137,188 and the bank guarantee of $82,794. 

 
b. Deficient performance security. The same supplier’s performance security expired by 

49 days.  There was no extension.  
 
15. Recommendation.  The PMU and PIUs should obtain sufficient performance securities 
and bank guarantees from the suppliers before agreeing to the extension and amendment of 
delivery dates and releasing full payments.  
 
B. Procurement 
 

Table 2: Procurement Findings and Impact 
 

 
 
 
 
 
 
 
 
 
 
 
 

FINDINGS IMPACT 

Missing audit clause in bidding documents 
and contracts 

Prevents ADB from determining whether 
bidders and suppliers of ADB-financed 
contracts are compliant with ADB 
standards 

Narrow technical specifications 

Incorrect application of bidding 
requirement during evaluation 

 

Procurement decisions without adequate 
documented justification 

 
Diminishes the integrity of the 
procurement process and affects the 
reliability of evaluation results 

Restricts competition among bidders 
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Procurement decisions without adequate documented justification 
 
16. The procurement committee for two contracts did not adequately explain the basis for 
the following procurement decisions: 
 

a. Acceptance of the sole bidder with inadequate bid guarantee.  The procurement 
committee did not document in the bid evaluation report (BER) its justification to 
accept the sole bidder’s bid guarantee. It was short by 21 days from the required 
validity period.7 As explained to the PPRR team, the procurement committee 
evaluated the sole bidder for efficiency considering that this was already a rebid.8  
 

b. Acceptance of bidder with different proposed specifications. While there were 
proposed specifications for some items that did not meet the required specifications, 
the procurement committee did not consider that these were significant.  However, 
these considerations were not clearly documented in the BER. The procurement 
committee explained to the PPRR team that consultations with end-users were 
made, but these were not documented.   

 
17. Recommendation.  The PMU and PIUs should ensure that the procurement committee 
appropriately evaluates the bidders according to the established criteria and requirements and 
clearly documents the basis for the decisions.   
 
18. In exceptional circumstances, such as the one described in (a) above, the procurement 
committee should require the bidder to provide sufficient bid guarantee before proceeding with 
the evaluation. This is to protect the PIU if the bidder withdraws its bid before the end of the 
validity period; fails to sign the contract after the notification of award; or fails to provide a 
performance security, if required.   
 
Incorrect application of bidding requirement 
 
19. The bidding documents required the following, among others: (i) bidders that are not 
joint ventures (non-JV bidders) to submit their qualification data using the online submission 
form; (ii) JV bidders to submit their qualification date using a manual form; and (iii) the manual 
forms for JV bidders to be signed by the representatives.  
 
20. The procurement committee incorrectly assessed that the qualification data of two non-
JV bidders were not compliant.  The procurement committee declared that the online 
submissions by the two non-JV bidders did not contain their representatives’ signatures; 
however, this is not required for non-JV bidders.  The corresponding evaluation result for the 
two bidders’ qualification data was also erroneously disclosed in the BER as ‘not available’. 
 
21. Recommendation.  The PMU and PIUs should ensure that the procurement committee 
consistently evaluates the bidders according to the set requirements and criteria.  
 
 
 
 
 

                                                
7  The first bidding failed due to the lack of the minimum number of bidders required.  The same bidder in the initial 

bid participated in the rebid and submitted the same bid guarantee.   
8  Both PMU and IRM are of view that the deficiency was a non-issue because the contract was awarded within the 

validity period of the bid guarantee.  
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Narrow technical specifications 
 
22. The Procurement Guidelines require that references to brand names or similar 
classifications for specifications of goods shall be avoided in bidding documents.9 However, the 
technical specifications in four sample contracts included descriptions that were exactly the 
same as some particular brands of equipment.  They included the countries of origin, without 
the words ‘or equivalent’ to signify that that the specifications were meant to be descriptive and 
not restrictive.  The PMU and PIUs explained to the PPRR team their concern that if the 
technical specifications were only descriptive, selected bidders will either have goods of inferior 
quality or that are incompatible with existing equipment.  
  
23. Recommendation.  The PMU and PIUs should avoid referring to brand names, catalog 
numbers or similar classifications in the technical specifications. If it is necessary to quote a 
brand name or catalog number, the words ‘or equivalent’ should be added after such reference.  
To determine the quality of proposed goods, the PMU and PIUs should require bidders to 
submit (i) relevant quality tests, (ii) globally-recognized industry certifications, and (iii) 
authenticated statements from previous customers.  In cases where the PIU has reasonable 
concerns about the risk of using the term ‘or equivalent’, the PIU, through the PMU, should 
request ADB’s approval and provide justification for specifying brand names in the bidding 
documents.   
 
Missing audit clause in bidding documents and contracts 
 
24. All 22 contracts reviewed do not have a clause that allows ADB or its representatives 
and appointed auditors to inspect the relevant documents, records and accounts of the bidders 
and suppliers.  The standard bidding documents include the audit clause: however, the PMU 
and PIUs used the old version.  This contravenes the ADB Procurement Guidelines that require 
the audit clause to be included in bidding and contract documents.10  
    
25. Recommendation.  SERD and IRM should enhance prior and post-reviews of bidding 
documents and contracts.  This is to ensure that the executing agencies and project 
implementation units of this Project and other ADB-financed projects consistently use the 
bidding and contract documents containing the audit clause.11 
 
 
 
 

                                                
9  ADB’s Procurement Guidelines, paragraph 2.20 provides that, “Specifications shall be based on relevant 

characteristics and/or performance requirements. References to brand names, catalog numbers, or similar 
classifications shall be avoided. If it is necessary to quote a brand name or catalog number of a manufacturer to 
clarify an otherwise incomplete specification, the words ‘or equivalent’ shall be added after such reference. The 
specification shall permit the acceptance of offers for goods which have similar characteristics and which provide 
performance at least substantially equivalent to those specified.” 

10  ADB’s Anticorruption Policy requires suppliers and bidders, among others, under ADB-financed contracts to 
observe the highest standard of ethics during the procurement and execution of such contracts. Pursuant to this, 
the ADB Procurement Guidelines, paragraph 1.14(e) provides that ADB will have the right to require that a 
provision be included in bidding documents and in contracts financed by ADB, requiring bidders, suppliers and 
contractors to permit ADB or its representative to inspect their accounts and records and other documents relating 
to the bid submission and contract performance and to have them audited by auditors appointed by ADB. 

11  In their response to the draft report, IRM stated that the standard bidding documents have been amended to 
include the audit and anticorruption clauses. This will be validated during OAI’s follow-up review.  
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26. In their response to the draft report, IRM stated that, “The project team is also continuing 
to strengthen the PMU’s capacity to conduct due diligence to ensure (i) proper review of bid 
documents, bid evaluations, and contract documents; (ii) timely obtaining of sufficient securities 
and bank guarantees; (iii) adherence to specifications of procured goods per ADB’s Guidelines; 
and (iv) objectiveness and transparency in the procurement process.”  

 
C. Asset Management 
 
27. The PPRR established that Project assets inspected were used for their intended 
purposes and were generally at their designated locations.  Nonetheless, there are opportunities 
for the PMU and PIUs to enhance asset accountability, recording and monitoring.   
 
 

III. CONCLUDING REMARKS 

 
28. The inherent complexity and difficulties in managing such a highly decentralized project 
such as PEDP is acknowledged.  There are multiple polytechnic institutions involved across 
Indonesia and the procurement of teaching and learning equipment runs the gamut from 
common office fixtures to highly technical and sophisticated machines.  OAI commends 
MORTHE, PMU, PIUs and the IRM for project successes so far, and recognizes their dedication 
to improving internal controls in their processes.   
 
29. Strong procurement and financial management controls and compliance to relevant 
guidelines and contract terms mitigate the risk of improper use of project funds, maximize 
development effectiveness and deter fraud and corruption.  SERD is encouraged to continue 
collaborating closely with the government to strengthen its commitment in promoting 
transparency, fairness and accountability in this Project, and other existing projects 
implemented by MORTHE and future ADB-financed projects in Indonesia.  OAI will conduct a 
follow-up review of the implementation status of PPRR recommendations in similar projects 
implemented by MORTHE. 
 
30. OAI appreciates the cooperation and assistance of MORTHE, PMU and PIUs during the 
PPRR, and SERD, specifically IRM for their valuable support and inputs to the PPRR.  OAI 
remains available for consultation on any matters in this report or issues that may affect the 
integrity of project implementation. 
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