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NOTE 
 

(i) In this report, $ refers to US dollars.
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Project Procurement-Related Reviews 
 

Mandate: 
 
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.  
 
As mandated by ADB’s Anticorruption Policy, the Office of Anticorruption and Integrity (OAI) 
conducts project procurement-related reviews (PPRRs) or proactive project integrity risk reviews 
to help prevent and detect integrity violations (i.e., fraud, corruption, collusion, coercion, abuse, 
conflict of interest, and obstruction).  
 
 
Objective: 
 
A PPRR assesses project integrity risks through the (i) examination of processes, 
procedures, and documentation related to procurement, financial management, and contract 
implementation/management, and (ii) inspection of project outputs.  OAI recommends 
enhancements to mitigate or eliminate opportunities for integrity violations. 
 
OAI conducts follow-up reviews on PPRRs to (i) assess the implementation progress of the 
PPRR recommendations, and (ii) assist the executing/implementing agencies and ADB in 
implementing any remaining recommendations. 
 
A PPRR is neither 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. 
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EXECUTIVE SUMMARY 
 
1. In 2015, the Office of Anticorruption and Integrity (OAI) of the Asian Development Bank 
(ADB) conducted a project procurement-related review (PPRR) of the Road Network Upgrading 
Project and the Road Network Upgrading (Sector) Project (the Projects).1 In 2018, OAI verified 
through a follow-up review whether the PPRR recommendations were implemented. 
 
2. The PPRR resulted in 30 recommendations aimed at mitigating integrity risks in 
procurement and financial management of the Projects. The key recommendations of the PPRR 
were:  

(i) for the National Procurement Commission (NPC) to enhance quality control 
procedures to ensure that contracts are awarded based on objective, transparent, and 
reliable procedures and documentation; 
(ii) for the Ministry of Public Works (MPW) and Project Management Unit (PMU) to 
work with the other involved agencies to improve payment processing lead time; 
(iii) for the PMU to engage an international consultant and acquire an accounting 
software to improve its financial management system and capacity; and 
(iv) for the MPW to coordinate with the Ministry of Finance (MOF) to allocate budget 
for taxes on civil works and open an imprest account for taxes on consulting services. 

 
3. Of the 30 recommendations, only 16 are relevant for the follow-up review. The rest are 
either low risk or they can not be verified since no review samples are available. To assess the 
consistent implementation of the PPRR recommendations, the follow-up review covered the 
following transactions: 

(i) the procurement process and contractual documents of four consultancy 
contracts, accounting for 85% of the total amount of the contracts awarded after the 
issuance of the PPRR report; and 
(ii) all financial transactions related to the four consultancy contracts plus two 
additional consultancy and two civil works contracts, also after issuance of the report. 

 
4. The review concluded that the NPC has improved its procurement process while PMU 
enhanced its contract oversight as well as its financial management and disbursements 
process, with the implementation of 11 out of the 16 recommendations. 
 
5. The one partially implemented recommendation related to the absence of adequate 
safety warnings, which may result in motorist, worker or vehicular accidents and/or traffic 
disruptions, if not addressed. 

 
6. Four recommendations were not implemented relating to (i) PMU’s inadequate financial 
management system which may result in unreliable project records, and (ii) excessive payment 
delays which may result in contractual penalties, if not addressed. 
 
7. OAI requests the Pacific Regional Department (PARD) and Timor-Leste Resident 
Mission’s (TLRM) continued support and guidance to the PMU to implement the remaining 
PPRR recommendations, and recommends adequate oversight to mitigate the identified 
integrity.risks.

                                                 
1 The Program is financed under Loans 2857-TIM, 2858-TIM(COL), 3181-TIM, Grant 0504-TIM: Road Network 

Upgrading Project and Loans 3020-TIM, 3021-TIM(COL), 3341-TIM, 3342-TIM(COL) and Grant 0404-TIM: Road 
Network Upgrading Sector Project. 
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I. OVERVIEW 
 
1. In 2015, the Office of Anticorruption and Integrity (OAI) of the Asian Development Bank 
(ADB) conducted a project procurement-related review (PPRR) of Loans 2857-TIM, 2858-
TIM(COL), 3181-TIM, Grant 0504-TIM: Road Network Upgrading Project and Loans 3020-TIM, 
3021-TIM(COL), 3341-TIM, 3342-TIM(COL) and Grant 0404-TIM: Road Network Upgrading 
Sector Project.2 Figure 1 presents the key data of the Projects. 
 
Figure 1: Road Network Upgrading Project and Road Network Upgrading (Sector) Project 

– At a Glance 
 

 
                                                 
2 https://www.adb.org/projects/documents/tim-45094-001-46260-002-pprr 
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2. OAI carried out a follow-up review in September 2018 to: (i) assess the implementation 
status of the PPRR recommendations; (ii) assess the effectiveness of the PMU’s and NPC’s 
actions to implement the recommendations; and (iii) assist the PMU and NPC in resolving 
pending issues in implementing the PPRR recommendations.3 
 
3. OAI examined (i) the procurement process and contractual documents of four 
consultancy contracts, accounting for 85% of the total amount of the contracts awarded and (ii) 
all financial transactions related to the four consultancy contracts plus two additional 
consultancy and two civil works contracts after the issuance of the 2015 PPRR report in 
December 2017. 
 
 

II. RESULTS 
 
 
4. OAI confirms that the PMU, assisted by PARD and TLRM, has implemented the majority 
of the PPRR recommendations (11 out of the applicable 16 recommendations), as tabulated 
below. Nevertheless, several of the recommendations were either partially (one in asset 
management) or not implemented (four in financial management) and further improvements are 
required. The remaining 14 out of the 30 PPRR recommendations are not relevant for follow-up 
as they are either low risk or they can not be verified since no review samples are available. 
 
5. The results of the follow-up review on the implementation status are summarized in 
Table 1. 
 

Table 1: Summary of Implementation Status of the Applicable Recommendations 
 

 TOTAL IMPLEMENTED PARTIALLY 
IMPLEMENTED 

NOT 
IMPLEMENTED 

PROCUREMENT 5 5 - - 
FINANCIAL 
MANAGEMENT 10 6 - 4 
ASSET 
MANAGEMENT 1 -  1 -  

TOTAL 16 11 1 4 
%  69% 6% 25% 

 
6. The implementation status of each PPRR recommendation is discussed in the following 
pages.  
 
 
 
 
 

                                                 
3 Subsequent loans and grants of the Projects were included in the follow-up review (Loans 3341-TIM and Loan 

3342-TIM). 
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A. Implemented Recommendations 

7. The PMU and NPC implemented the recommendations and resolved the underlying 
issues. 
 
Procurement 
 
Observation: Inaccurate shortlisting 
 

Recommendation 1: The CSC should thoroughly prepare the evaluation reports.  
 
Recommendation 2: The NPC should validate the evaluation reports against detailed 
evaluation sheets and supporting documents.  

 
8. The results of the shortlisting done were properly documented and supported. The 
Evaluation Report of Short Listing documented the background of the project, publication of the 
request for expressions of interest, shortlising criteria and evaluation procedure, long list of 
consultants, list of disqualified firms, results of evaluation, shortlisting process, and 
recommendations. 
 
9. Also, included in the report as appendices are the Evaluation Score Sheets and the 
Checking of the Eligibility Criteria. ADB provided its ‘No Objection’ after NPC incorporated its 
comments and suggestions. 
 
Observation: Unaccounted EOI submissions 
 

Recommendation 1: Centrally record all EOIs received physically at the designated 
address or electronically through email.  
 
Recommendation 2: Identify multiple submissions and only include the latest 
submission as final.  
 
Recommendation 3: Properly indicate in the record the date, time, and manner of 
submission and deadline. 

 
10. With the use of ADB’s Consultant Management System (CMS) as the only channel of 
submitting EOIs, there are no more unaccounted EOI submissions. 
        
Financial Management 
 
Observation: Inadequate financial management system 
 

Recommendation 1: Ensure that project accounts are audited on time and the audited 
financial statements are submitted to ADB within the prescribed deadline.  

                                                                                                                          
11. The 31 December 2017 audited project financial statements were provided on time. 
 
Observation: Unremitted taxes 
 

Recommendation 1: Collaborate with the Ministry of Finance (MOF) to open an imprest 
account to facilitate the payment of taxes for consultancy contracts. 
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Recommendation 2: For tax withheld from contractors, coordinate with the MOF for 
budget allocation of tax remittance.  
 

12. The MPW, through the PMU, has remitted a total of $433,495 taxes with respect to the 
two consultancy contracts, using the imprest and/or advance accounts under L3020 and 3021. 
 
13. The PMU is committed in remitting taxes using the advance accounts while ensuring that 
remuneration of individual consultants and other expenses are timely paid.  However, the 
advance account sometimes takes three months to be replenished.  Due to finite resources and 
competing priorities, the PMU encounters some delays in tax remittances. 
 
14. For the civil works contracts, the Major Projects Secretariat processes the request for 
payment of taxes to the East Timor Revenue Service.  Based on MPS’ monitoring sheet, a total 
of $1,549,878.9 in taxes was remitted. 
 
Observation: Undue withholding of payment 
 

Recommendation 1: Continue coordinating with the MOF to facilitate the immediate 
release of payments to the consulting firm. 

                                                                                                                          
15. MOF already clarified the applicable tax rates for construction supervision consultants 
and no longer unduly withholds payments for taxation. On 1 December 2015, ADB paid the 
construction supervision consultants the initially withheld amount of $736,850, for the billing 
period January to August 2015. 
 
Observation: Advance payment to consultant not adjusted in subsequent payments 
 

Recommendation 1: Maintain a record of advance payments to consultants. 
 
Recommendation 2: Properly review the payment instruction to ensure that advances 
are recovered prior to releasing of payments. 

                                                                                                                          
16. The advance payment of $25,000 for the Environmental Specialist ($28,000 less 10% 
tax) was recouped on the 20th claim. For the new individual consultants, advance payments 
were no longer required in their contracts. 
 
B. Partially Implemented Recommendations 

17. Although the PMU tried to implement the recommendations, their actions did not fully 
solve the issues raised by the PPRR.  

 
Table 2: Partially Implemented Recommendation 

ASSET MANAGEMENT 
PPRR Observation PPRR Recommendation Risk Implication 

Safety issues at site It is recommended that the 
Project Management Unit 
(PMU) instruct the contractor 
to place safety warning signs 
where necessary and provide 
safety gears and equipment 
to workers. 

Safety issues may result in 
motorist, worker or vehicular 
accidents and/or traffic 
disruptions, which can be 
reputational risks for both the 
government and ADB. 
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18. The issue on absence of adequate safety warnings still persists. No warning signs, 
diversion signs and barricades were constructed on rockslide locations, despite the blockage 
sometimes extending half the road width, causing counterflow.  This results in serious danger to 
traffic, especially at night. It is recommended that immediate corrective action is undertaken. 
 
19. Moreover, the current road signs and road surface markings are of poor quality. Some of 
the road signs are “peeling off” and surface markings are fading. This needs to be corrected by 
the contractor. The PMU should insist on using higher quality materials. 
 

Figure 2: Poor quality road signs and road surface markings 

   
Rockslide blocking half the road – 
causing serious danger to traffic 

Fading road surface 
marking 

Peeling road signs 

 
20.  The issue on lack of safety gear was resolved with workers wearing appropriate and 
adequate safety gear, as observed during site visit. 
 

Figure 3: Workers with safety gear 

  
BEFORE: Workers without 
safety gear 

AFTER: Workers wearing 
appropriate safety gear 
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C. Recommendations that are Not Implemented 

21. The PMU did not implement several recommendations. In some instances, the PMU 
tried to act on the recommendations but was ineffective due to factors beyond its control. 
 

Table 3: Recommendations that are Not Implemented 
FINANCIAL MANAGEMENT 

PPRR Observation PPRR Recommendation Risk Implication 
Inadequate financial 
management system 

Maintain accounting records 
following internationally 
accepted accounting 
practices. 

Accounting information may 
not be reliable and relevant 
for proper decision-making. 

Engage a consultant with 
adequate accounting 
background to help record 
transactions and timely 
prepare financial statements. 

Excessive payment delays Collaborate with the Major 
Projects Secretariat (MPS) 
and the Agência de 
Desenvolvimento Nacional 
(ADN) or National 
Development Agency (NDA) 
to apply a risk-based 
approach. Subject only 
complex and high-value 
contracts to the inter-agency 
processing and check and 
balance mechanism.  Exempt 
small value contracts and 
routine transactions. 

Delayed payments may 
adversely impact contractors’ 
cash flows and contract 
implementation, and may 
result in corruption to facilitate 
payments.  
 
The PMU may be subject to 
contractual penalties 
associated with delayed 
payments, which gives 
leverage to contractors to 
make unreasonable demands 
to the government. 
 
Future projects may be 
indirectly affected due to the 
lack of interested qualified 
contractors/consultants. 

In coordination with MPS and 
NDA, establish lead-times 
and identify activity owners to 
facilitate the efficient review 
and approval of claims and 
ensure payments are made 
within deadlines. 

 
Inadequate financial management system 
 
22. To implement the PPRR recommendation, the PMU will purchase an accounting 
software that is suitable for its needs. Despite the challenges it encountered in acquiring the 
software, the PMU will push through with the acquisition through e-procurement once the 
internet connection speed issue is resolved since another multilateral development bank has 
agreed to fund it.  
 
23. In February 2018, the PMU engaged a Financial Management Specialist (FMS). 
However, the contract ended in August 2018. PMU intends to engage a new FMS. As of the end 
of fieldwork, the recruitment approval is pending with the Ministry of Public Works. 
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Excessive payment delays 
 
24. There are no delays in payments to individual consultants in 2018. The invoices were 
paid 6 to 22 days after invoice dates since ADN's payment approval was no longer required for 
the low value amounts. 
 
25. However, in the review period March 2017 to July 2018, the payment delay to consulting 
firms and civil works contracts vary from 7 to 248 days. OAI acknowledges that the PMU took 
actions to accelerate payment, by informing other approval authorities of the financial cost of 
these payment delays. In the various meetings and discussions between the PMU, CAFI, MPW, 
and ADN, the Project Manager provided a table of sample computations of financing charges 
levied upon each delayed payment. This was to highlight how much the financing charges from 
payment delays would be which could otherwise be used for other projects. 
 
26. To address this, OAI proposes for PARD and TLRM to discuss with the MPW and PMU 
feasible options to shorten the payment processing time. In addition, consider modifying the 
bidding documents for future contracts, specifically the particular conditions of the contract, to 
reflect the realistic payment processing duration for bidders to adjust their bids for financing and 
liquidity risks and align expectations accordingly. 
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