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Proactive Integrity 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.
The Office of Anticorruption and Integrity (OAI) conducts proactive integrity reviews (PIRs),
formerly known as project procurement-related reviews, to help prevent and detect integrity
violations (i.e., fraud, corruption, collusion, coercion, abuse, conflict of interest, and obstruction).

Objective:
A PIR identifies and 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. Where necessary, OAI
recommends enhancements to mitigate or eliminate opportunities for integrity violations.
OAI conducts follow-up reviews on selected PIRs to (i) assess the implementation progress
of the PIR recommendations, and (ii) assist the executing/implementing agencies and ADB in
implementing any remaining recommendations.
A PIR 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.

By making any designation of or reference to a particular territory or geographic area in this
document, the Asian Development Bank does not intend to make any judgments as to the legal
or other status of any territory or area.
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EXECUTIVE SUMMARY
The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) conducted
a proactive integrity review (PIR) of Myanmar’s Equipping Youth for Employment Project (EYE or
the project). OAI commenced the PIR in August 2019, and conducted the fieldwork in Nay Pyi
Taw, Mandalay, Meiktila, and Yangon, Myanmar from 16 October to 5 November 2019.
Background
EYE aims to strengthen Myanmar’s education and skills base, reinforcing its transition toward a
modern, market-based economy, and promoting inclusive growth and job creation. The project
is financed through a $98.49 million loan (Loan 3472-MYA[COL]) from ADB. The Ministry of
Education (MOE) as executing agency and its Department of Education Research, Planning and
Training (DERPT) as implementing agency are responsible for overall implementation of the
project. Different other government departments function as implementing units. A project
management unit (PMU) within DERPT and comprising MOE staff and individual consultants
handles day-to-day administration of the project. A firm-based project implementation consultant
(PIC) provides technical support to project interventions.
OAI examined the full procurement documentation for five selected contracts (68% of the value
of total contracts awarded) and bid evaluation documents for nine contracts (15% of the value of
total contracts awarded). OAI reviewed documentation related to disbursements in the amount
of $9.77 million (76% of total disbursements) and inspected the physical outputs for eight
contracts (45% of the value of total contracts awarded with physical outputs).
Findings
The review resulted in three findings with a high-risk rating and eight findings with a medium risk
rating, when assessed against the core pillars of integrity: (i) transparency; (ii) fairness; and (iii)
accountability and control.
The three high-risk findings are briefly described below and discussed in detail in the main report
under sections PR-1, FM-1 and FM-2.
Concerns on the basis of financial resources. The bidding document specified the acceptable
forms of financial resources required from the bidders, including the bidder’s own bank statements
for the last 6 months from the bid submission deadline. OAI noted that the BEC accepted bank
statements of four winning bidders covering less than 6 months and the managing director’s
personal bank account as financial resource of a winning bidder. Had the BEC been strict in
disallowing bank accounts not owned by the bidder or not covering the required period, three
winning bidders would have been disqualified. MOE explained that in the current Myanmar
context for small-medium business firms, which mostly comprise the bidders in similar small
works, it is acceptable for owners to transfer personal funds to their firms and vice versa.
However, the construction contract is between the firm and MOE. Hence, the managing director
and/or owner are not legally obliged to fulfill the financial requirements of the contract. Without
supporting documentation that the contractor will have funds when needed, inadequate financial
resources may delay contract implementation.
Delayed issuance of audited project financial statements. MOE is yet to provide ADB the final
audited project financial statements (APFS), including revisions requested by ADB, for the first
year of project implementation ending in September 2018 (FY2018). The APFS must be
submitted within 6 months from the end of the fiscal year. Timely issuance of the APFS is
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important because the APFS confirm the use of project funds for the purpose of the project and
may identify any internal control deficiencies.
As of May 2020, MOE is waiting for the
endorsement from the supreme audit institution on the English translation of the revised APFS
before submission to ADB.
Internal control gaps in financing training. More than 130,000 teachers have been trained
under EYE. Based on sample documents reviewed, OAI observed inconsistent practices in per
diem allowance distribution and procedural lapses that make EYE vulnerable to fraudulent
payments and misappropriation of funds.
Recommendations
OAI recommends the following actions to (i) prevent the recurrence of the high-risk findings and
(ii) address weaknesses in accountability and control and threats to transparency and fairness.
To enhance transparency and fairness in procurement:
 MOE should take into account financial capacity constraints of local bidders as well as
project needs when defining the evaluation criteria, and require supporting documents,
and
 BEC should apply the evaluation criteria set out in the bidding document strictly and
consistently across all bidders.
To enforce transparency of fiduciary responsibility:
 MOE should comply with the loan covenant on the timely submission of APFS, and
 ADB Myanmar Resident Mission (MYRM) should continue monitoring MOE’s submission
of the APFS following the established procedures in ADB’s project administration
instructions.
To strengthen accountability and control over project assets:
 MOE and PMU, with assistance from ADB and PIC, should establish financial
management guidelines, including the procedures and documentation for per diem
allowance distribution.
To further enhance overall project transparency, the PMU should continue improving its document
management and retention practices so that any matters concerning the project can be clarified,
evidenced and supported. The report also makes recommendations to address findings with
medium-risk ratings.
Concluding Remarks
OAI acknowledges the inherent complexity and difficulties in implementing a decentralized and
multi-agency project involving wide-ranging and technical activities, which requires strong central
project coordination and management. OAI recognizes the efforts of MOE, the PMU and the
implementing units for the implementation progress despite the challenges. It is the intention of
this review that lessons drawn will strengthen internal controls and prevent losses of project funds
due to fraud and corruption.
OAI discussed the preliminary findings with the PMU and shared the draft report for comments.
MOE and PMU provided their feedback and clarifications which are suitably incorporated into this
report. OAI commends MOE for the positive and constructive reception to the PIR findings and
the actions taken to address these. OAI will conduct a follow-up review on the implementation of
PIR recommendations after a period of at least 8 months from the issuance of the final report.

I.

OVERVIEW

1.
The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB)
conducted a proactive integrity review (PIR) of the Equipping Youth for Employment Project or
EYE.1 OAI commenced the PIR in August 2019 and conducted the fieldwork in Nay Pyi Taw,
Mandalay, Meiktila, and Yangon, Myanmar from 16 October to 5 November 2019.2
2.
This report presents the results of the PIR of EYE. OAI conducted the PIR to (i) identify
and assess integrity risks in the project’s procurement, financial management, contract and asset
management, and (ii) recommend measures to mitigate or eliminate integrity risks to ensure that
the project funds are used for intended purposes.
Project Background
1. Project Objectives and Financing
3.
EYE aims to strengthen Myanmar’s education and skills base, reinforcing its transition
toward a modern, market-based economy, and promoting inclusive growth and job creation. It
supports several key priorities of Myanmar’s National Education Strategic Plan (2016-2021),
including those related to realigning the secondary education subsector (SES) and technical and
vocational education and training (TVET) to Myanmar’s evolving workforce needs. The estimated
project cost is $105 million, of which $98.49 million is funded by ADB through Loan 3472MYA(COL) and $6.51 million is funded by the Government of Myanmar.3
4.

Table 1 presents EYE’s target impact, outcome and outputs.
Table 1: Target Impact, Outcome and Outputs

Impact
Education and skills
base for inclusive
growth enhanced

Outcome
Secondary education and TVET
realigned to evolving labor force
needs and equitably expanded

Outputs
A. Policy frameworks and capacities for cohesive,
workforce-responsive SES and TVET enhanced
B. New SES curriculum delivered and access
expanded
C. New TVET programs introduced and access
expanded

Source: ADB

2. Implementation Arrangements
5.
The Ministry of Education (MOE) as executing agency and its Department of Education
Research, Planning and Training (DERPT) as implementing agency are responsible for overall
implementation of the project. Different other government departments function as implementing
units providing technical leadership over specific interventions such as curriculum reform.
6.
The project management unit (PMU) established under the MOE, manages all aspects of
EYE implementation, including procurement, disbursement and accounting. The PMU, led by the
1
2

3

PIRs were formerly known as project procurement-related reviews.
The PIR team comprised consultants from KPMG India and representatives from the Green Climate Fund as
observers.
ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Loan Republic of the
Union of Myanmar: Equipping Youth for Employment Project. Manila
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Project Director and supported by government-seconded staff and project-financed individual
consultants, (i) ensures compliance with loan covenants, relevant ADB policies, and the project
administration manual (PAM) and (ii) coordinates the work of individual implementing units.
7.
The implementing units, comprising different government departments, are the technical
lead units for the implementation of specific clusters of project activities. They are also responsible
for submissions to the PMU of documents on allowable expenditures to support liquidation of
advance funds.4
8.
The PMU recruited a firm-based project implementation consultant (PIC) to provide various
technical inputs and directly support specific activities described in the PAM. The PIC’s terms of
reference did not include the procurement, construction supervision, and contract management of
the 15 civil works and 3 goods contracts.
9.

ADB Myanmar Resident Mission (MYRM) administers and oversees EYE.
II.

SCOPE AND METHODOLOGY

10.
As of the PIR cut-off date, 27 contracts amounting to $15.53 million had been awarded. 5
OAI selected five contracts (68% of the value of total contracts awarded), comprising one consulting
services contract and four civil works contracts, for the review of all procurement stages. OAI
selected nine contracts (15% of the value of total contracts awarded), comprising seven civil works
and two supply of goods, for analytical procedures of the bid evaluation stage. OAI also inspected
project outputs of five civil works and three supply of goods contracts amounting to $2.56 million
(45% of the value of total contracts awarded with physical outputs).
11.
Disbursements under the project amounted to $12.88 million and comprised payments
under the 27 contracts and advance funds for training-related expenses. OAI reviewed $9.77
million (76% of total disbursements) of contract-related payments and training-related advances.
12.

Figure 1 provides the summary of contracts reviewed.
Figure 1: Contracts and Disbursements Reviewed

4

5

The advance fund procedure is a disbursement procedure where ADB makes an advance disbursement from the
loan account to a government account that may be used exclusively for ADB’s share of eligible expenditures.
OAI sampled transactions from the loan effective date, 19 June 2017 up to 30 September 2019, the PIR cut-off date.
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13.
OAI (i) examined all stages of the procurement process and related documentation of five
contracts; (ii) verified the appropriateness of project disbursements and the related financial
management documentation; (iii) reviewed implementation reports and inspected the progress of
civil works at the project sites; and (iv) performed analytical procedures on the bid evaluation
procedures of nine contracts.6 OAI analyzed how each finding could compromise project integrity
as a result of weaknesses in accountability and control and threats to transparency and fairness.7
III.
A.

RESULTS

General Observations

14.
Inadequate records management. The filing of documents in different locations before
the PMU had set up a dedicated office and the incomplete turnover of files from a former consultant
contributed to the delayed provision of some documents to OAI during the fieldwork, including past
construction experience contracts and curriculum vitae of consultants. Without adequate records,
the PMU may not be able to readily substantiate and support project-related decisions.
15.
Recommendation. The PMU should continue the current proper filing and labeling of
documents so that any matters concerning the project can be clarified, evidenced and supported.
The PMU should also consider the electronic or digital filing of documents. The PMU should
establish guidelines for firm-based and individual consultants to adequately turn over all projectrelated files before leaving their positions. The Project Director or an alternate official should
account for all documents expected to be turned over.
16.
Gaps in implementation capacity. The PIR findings noted in this report emphasize the
need to improve implementation capacity in terms of procurement, financial management and asset
management. OAI recognizes the technical contribution and guidance of procurement consultants
in assisting the MOE and PMU in awarding earlier contracts. However, procurement decisions
ultimately rest with MOE, as the employer and executing agency. Decentralized disbursements
related to training activities pose unique challenges on the accountability and visibility of fund flows.
The issues noted by OAI on the design and construction quality may prematurely depreciate the
structures if not promptly rectified.
17.
Recommendation. MYRM should consider further collaborating with the ADB Procurement,
Portfolio and Financial Management Department (PPFD) and Controller’s Department in identifying
relevant training requirements of MOE, PMU and implementing units, and organize needs-based
capacity building seminars. Improved capacity will enhance transparency and fairness in
procurement and strengthen accountability and control over project funds and assets.

6

7

OAI conducted asset inspections at five government technical high schools (GTHS) and in one industry training center
(ITC).
The three core principles of project integrity or ‘integrity pillars’ are: (i) Transparency (proper documentation of key
decisions, public disclosure of project information, and protection of confidential information); (ii) Fairness (objective
and reliable bidding process and requirements optimizing competition, impartial evaluation, and credible complaints
mechanism); and (iii) Accountability and control (accurate and timely project accounting and reporting, eligibility of
expenditures and timely payments; adherence to contract provisions, and adequate project oversight and
management).
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B.

Specific Project Vulnerabilities

18.
The PIR identified and assigned high- and medium-risk ratings to 11 findings.8 The details
of these findings, risk implications and recommendations are presented in the succeeding
paragraphs. The summary conclusion highlights the key lessons drawn from the review.
1. Procurement
19.
Summary conclusion. OAI identified shortcomings in procurement, specifically in setting
the evaluation criteria and bid evaluation. MOE should consider local capacity constraints in
determining financial resources requirements. The bid evaluation committee (BEC) should strictly
and consistently apply the evaluation criteria.
High-risk Finding
20.
PR-1: Concerns on the basis of financial resources. The bidding document specified
the acceptable forms of financial resources as: (i) line of credit; (ii) overdraft facility; and/or (iii) bank
statements for the last 6 months.9 During the pre-bid meeting, the PMU emphasized that bank
statements should pertain to the bidder’s bank accounts, and not those of third parties.
21.
All four winning bidders submitted bank statements with cash balances to demonstrate the
availability of sufficient financial resources.10 OAI’s review of the bank statements of the four
winning bidders established the following:





none of the submitted bank statements covered at least 6 months (Lots A, B, C and D);
two winning bidders had substantial deposits after the purchase of the bidding document
(Lots A and D);
one winning bidder’s bank account was opened only after the bidder had purchased the
bidding document (Lot D);
BEC’s acceptance of the managing director’s personal bank account as financial
resource of the bidder (Lot C).

22.
At the time of purchase of the bidding document, three winning bidders did not have
sufficient cash balance.11 Had the BEC been strict in disallowing bank accounts not owned by the
bidder or not covering the required period, three winning bidders would have been disqualified.
23.
MOE explained that in the current Myanmar context for small-medium business firms, which
constitute the substantial bulk of bidders in similar small works, it is acceptable local practice for
owners to transfer personal funds to their firms and vice versa, and that there is no distinction
between the two. MOE further stated that if strict application of requirements were done, only large
firms with higher bid prices would qualify. However, the construction contract is between the firm
and MOE, and the managing director and/or owner are not legally obliged to fulfill the financial
8

9
10
11

Risks are defined as follows: (i) High: Immediate attention and prompt corrective action are required since failure to
take action could result in major adverse impact on the Project and the reputation of ADB and the Government of
Myanmar. (ii) Medium: Action is required since failure to take action could result in negative consequences on the
Project and the reputation of ADB and the Government of Myanmar. (iii) Low: The finding may not negatively impact
the Project and ADB’s reputation, yet any corrective actions will result in increased efficiencies.
This means 6 months before the bid submission in July 2017.
Lot A (PCSS A), Lot B (PCSS B), Lot C (PCSS C) and Lot D (PCSS D).
Winning bidders for Lots A, C and D.
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requirements of the contract. Without supporting documentation that the contractor will have funds
when needed, inadequate financial resources may delay contract implementation.
24.
Recommendation. In future contracts, the BEC should strictly apply the evaluation criteria.
In setting the financial resources requirements and requiring the supporting documents to be
submitted, MOE and other executing agencies of ADB projects should also consider the local
bidders’ financial capacity constraints and project needs.
Potential Integrity Violations
25.
OAI noted differences in the audited financial statements (AFS) submitted by the same
bidder for Lot D and Lot E, which included markings and iterations, despite these covering the
same accounting periods.12 Below is a summary of differences between the two sets of AFS:
Table 2: Differences in the AFS Submitted for Lots D and E
Accounting Periods

Financial Statements
2014

Balance Sheet
Advance Capital


Retained Earnings

2% Withholding Tax

Cash in Hand
Profit and Loss Statement

Income

Operation Expenses
Administrative Expenses
n/a
 = with difference; n/a = without difference

2015

2016

n/a
n/a



n/a












26.
OAI noted instances where ADB’s Anticorruption Policy may have been violated due to
potential bidder misrepresentation of financial statements (para. 25) and of other qualifications.
The PIR team has referred these matters to OAI’s Investigation Division for assessment.
Medium-risk Finding
27.
PR-2: Concerns on the evaluation of construction experience. Bidders were required
to have construction experience in at least 3 contracts of similar size and nature, that have been
successfully or substantially completed within the last 5 years from the bid submission date (i.e.,
July 2017). For Lot A, out of four bids, only one bid was substantially responsive to the commercial
terms and technical requirements,13 and considered for further evaluation against the qualification
criteria, which includes construction experience.
28.
One of the past construction experience contracts submitted by the sole substantially
responsive bidder did not meet the required size. The BEC, noting that the contract was awarded
in July 2013, adjusted the contract amount for foreign exchange fluctuation and inflation to arrive
at the current value.

12

13

ABC Company was the winning bidder for Lot D and subsequently participated in the rebidding of Lot E (PCSS E).
Lot E was rebid because there were initially no qualified bidders. The contract for Lot D was signed on 28
December 2017 while Lot E, awarded to DEF Company was signed on 28 June 2018.
Three bidders were already disqualified because their bids were considered non-responsive to the commercial terms
and technical requirements.
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29.
Despite the adjustment, the current contract value was still short of the requirement by
almost MMK 90,000,000. However, the BEC recommended to award the contract to the bidder as
it concluded that the bidder had substantially met this requirement and satisfactorily met other
requirements, and that there were no other substantially responsive and qualified bidders.
30.
MOE explained that it is normal practice to determine the contract value under the current
time frame and market conditions. However, the BEC is prohibited from using different criteria and
methodology not specified in the bidding document.14
31.
The bidding document stated that the bidder must meet the qualifying criteria15 and that an
affirmative determination shall be a prerequisite for contract award.16 The evaluation criteria for
construction experience did not indicate that partial or substantial compliance with the required
amount is considered acceptable.17
32.
Recommendation. For future procurement activities, the BEC should apply only the
evaluation criteria and methodology specified in the bidding document.
2. Financial Management
33.
Summary conclusion. Project expenditures are generally supported. Transparency on
the use of project funds can be further improved through the timely submission and publication of
audited project financial statements (APFS). The PMU needs to urgently establish financial
management guidelines to ensure that training- and contract-related disbursements are valid and
supported, fund flows between government bank accounts are monitored and accounted for, and
payments to unauthorized payees are avoided.
High-risk Findings
34.
FM-1: Delayed issuance of audited project financial statements. MOE is yet to provide
the final revised APFS, including revisions requested by ADB, for the first year of project
implementation ending in September 2018 (FY2018).18 ADB first received the APFS for its review,
including the English translation certified by the supreme audit institution (SAI), in April 2019 and
provided comments in August 2019. MOE has not yet fully addressed ADB’s comments as of the
PIR cut-off date, which by then was 1 year after FY2018 ended.19

14

15

16
17

18

19

Instruction to Bidder (ITB), para. 34.1 – “Employer shall use the criteria and methodologies listed in this Clause. No
other evaluation criteria or methodologies shall be permitted.” Para. 34.2 (f) further states, “To evaluate a Bid, the
Employer shall consider the (f) application of all the evaluation factors indicated in Section 3 (Evaluation and
Qualification Criteria).”
ITB, para. 36.1 – “The Employer shall determine to its satisfaction whether the Bidder that is selected as having
submitted the lowest evaluated and substantially responsive Bid meets the qualifying criteria specified in Section 3
(Evaluation and Qualification Criteria).”
ITB, para. 36.1 – “An affirmative determination shall be a prerequisite for award of the Contract to the Bidder.”
Section 3 (Evaluation and Qualification Criteria), 2.4.1 Contracts of Similar Size and Nature indicate that single entity
bidders must meet the requirement. (Underlined by OAI for emphasis.)
In 2018, Myanmar changed the end of its fiscal year-end from 31 March to 30 September. For EYE, the financial
statements for the first year of project implementation will cover the period 19 June 2017 to 30 September 2018
(FY2018).
The loan covenant requires that MOE submits the APFS within 6 months of fiscal year-end. The timeline from the
preparation of financial statements, submission to Myanmar’s SAI, and the SAI’s audit and issuance of the report was
9 months. MOE submitted the APFS to ADB in April 2019.
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35.
MOE informed OAI that it has received the revised APFS and management letter in
Myanmar language, and is waiting for the supreme audit institution’s endorsement of the English
translation before submission to ADB.20
36.
APFS contain an independent auditor’s confirmation on the use of the project funds for the
purposes of the project, and may also identify deficiencies in internal controls. Delayed submission
of final APFS to ADB, and consequently, delayed publication on ADB’s website, constitutes noncompliance with the loan covenant and undermines transparency.
37.
Recommendation. For FY2018, MYRM should continue coordinating with MOE on
expediting the issuance and publication of APFS. For the next fiscal years, MOE should ensure
that the APFS are submitted to ADB within 6 months. MYRM should monitor MOE’s submission
of APFS and implement the recommended approaches, which include sending reminders and
notifications, withholding processing of contracts and disbursements, and suspending the loan.21
38.
FM-2: Internal control gaps in financing training. The PMU released cash advances
amounting to MMK5.69 billion ($3.71 million) to DERPT and the Department of Basic Education
(DBE) to conduct in-service teacher training (INSET).22 These advances were subject to liquidation
and based on the training cost for the 12-day training of 5,373 master trainers and 14-day training
of 127,631 participants, to be supervised by DERPT and DBE, respectively.
39.
Based on the available supporting documents for the sample transactions reviewed, OAI
observed inconsistent documentation of per diem allowance distribution and procedural lapses.
40.
For the training of 5,373 participants supervised by DERPT, OAI noted contradicting
supporting documents as to whether the participants received cash per diem allowances or meals.
One set of supporting documents consisted of six restaurant bills amounting to MK193.43 million
($126,258) for meals of 5,373 participants while the other set comprised acknowledgement records
signed by a partial list of 897 participants signifying that they had received cash.23
41.
Meanwhile, DBE provided supporting disbursement sheets for 110,848 out of 127,631
participants. The disbursement sheets for 16,783 participants were pending as of the end of the
PIR fieldwork. The details and the corresponding monetary values are: (i) 10,872 participants in
conflict-stricken areas (MMK456.62 million/$298,055); (ii) 3,993 participants whose records are
being reconciled by DBE (MMK167.71 million/$109,471); and (iii) 1,918 participants who could not
attend the May 2019 training (MMK80.56 million/$52,585).24
42.
From the review of the available disbursement sheets, OAI observed that: (i) there were 40
missing participants and (ii) incomplete critical information such as the accountable project officer,
date, and location of disbursement.25 In addition, there was no evidence or report on the: (i)
trainers’ review of training attendance records; (ii) ocular visits by DBE staff; and (iii) DBE’s
validation that per diem allowances were properly distributed.
20
21

22

23

24

25

The status of APFS submission is based on MOE’s feedback on the draft PIR report on 3 June 2020.
Project Administration Instruction 5.07: Financial Reporting and Auditing of Loan and Grant Financed Projects,
Section C.2 prescribes the actions to monitor the timely submission of APFS.
DERPT received MMK325.37 million ($212,382) and DBE received MMK5.36 billion ($3.5 million) as cash advance
for INSET.
MMK193.43 million = MMK3,000 x 12 days x 5,373 participants. The acknowledgement records available for OAI’s
review were only was for 897 out of 5,373 participants, while the remaining documents were at DERPT.
In its response to the preliminary findings, the PMU stated that they have reconciled the records for the remaining
16,783 participants. This will be validated by OAI during the follow-up review.
Entries 489 to 528 were missing from the disbursement sheet.
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43.
EYE projects to train 231,657 more teachers, which is estimated to cost MMK11.2 billion
($7.5 million). Significant risks remain in these upcoming trainings due to internal control gaps,
including inconsistent documentation, which may result in fraudulent and/or erroneous attendance
records, misappropriation of funds, and payment of ineligible expenditures.
44.
Recommendation. MOE and DERPT, with assistance from MYRM and the PIC, should set
a defined timeline and promptly follow through with the development and issuance of financial
management guidelines, and monitoring the compliance with these guidelines. The guidelines
should at least include procedures specific for training-related activities such as:






record-keeping and validation of participants’ daily attendance;
method and timing of per-diem distribution with due consideration of the location and
duration of the training;
accountability, record-keeping and validation of per-diem distribution;
timing and reporting of spot checks; and
prescribed forms and templates to support liquidation and reports.

Medium-risk Findings
45.
FM-3: Advance funds transferred to non-project accounts. The Department for
Technical and Vocational Education and Training (DTVET), DBE and DEPRT manage trainingrelated activities. To facilitate payment of training and other project-related expenses, the PMU
transferred funds from the EYE project sub-account to the bank accounts of DTVET, DBE and
DERPT. These bank accounts are also used for the departments’ own activities. There is a risk
that EYE project funds may be co-mingled with the departments’ own funds and not properly
monitored.
46.
The fund flow of the advance account and sub-account, including transfers to the three
other bank accounts are shown below:
Figure 2: Fund Flow for Advance and Sub-Accounts
Asian Development Bank

EYE Project USD Bank
Account

EYE Project MMK Bank
Account

Payment for project
implementation

Payment for civil works,
supplies, equipment etc.

Legend:

DBE bank account

DTVET bank account

DBE district offices bank
accounts

GTHS/ITC Headmaster

Payment for training costs of
127,631 teachers (INSET)

Payment for training costs
of trainees (CBMSC)

Payment for other
meeting and training

DERPT bank account

DBE staff officer

Site Training Supervisors

Transfer of fund
Use of fund
Recognized project advance accounts

Payment for training costs of
5,373 master teachers

Payment for other
meeting and training
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47.
Recommendation. The PMU should monitor, record and account for fund transfers from
the EYE sub-account to the other bank accounts. The PMU should reconcile fund transfers with
supporting documents for withdrawals and payments of project-related expenditures.
48.
The PMU, in coordination with MYRM, should determine whether there is a need to regularly
transfer funds to other implementing units to facilitate payments of project-related expenditures and
assess the need to open sub-accounts to enhance the implementing unit’s accountability and fund
transparency.
49.
FM-4: Inadequate supporting documents for payments. OAI was unable to verify
payments to four civil works contractors amounting to MMK219 million ($143,162) and to the
consulting firm amounting to $31,747. For civil works, these pertained to additional works without
adequate supporting documents. For the consulting firm, these were: (i) $15,398 remuneration for
experts from March 2018 to October 2019 without movement orders and (ii) $16,349 per diem for
experts who, per the attendance sheets, were either in the home office and/or unmarked
locations.26
50.
The PMU explained that the experts were either based in Yangon but inadvertently marked
their location as home office or did not indicate their location at all. Some of these unmarked days
include public holidays or the weekend after traveling. OAI noted that the experts used different
attendance sheet templates that showed three locations ‘Home Office’, ‘Yangon Office’ and ‘NPT
Office’ and sometimes, just one or two of these locations. This may have contributed to the experts’
inadvertent mistakes in marking their locations.
51.
Recommendation. The PMU should retain and file copies of supporting documents on
payments to contractors, consultants and suppliers. The consulting firm should standardize its
attendance sheet template, instruct its experts to properly indicate their time inputs and location,
and review their claims before submission to the PMU. The PMU and consulting firm should
monitor the remuneration and per diem expenses to ensure that these are reasonable and within
the contractual allocation.
52.
Action taken. The PMU has standardized the timesheets for consultants. A consulting firm
representative has started checking the timesheets before submission to the PMU. OAI will verify
these actions during the follow-up review.
53.
FM-5: Insufficient change management controls on payee bank accounts. OAI did not
find documentary evidence to show that the PMU had confirmed the legitimacy of requests to
change payee bank account details. Four contractors provided two to four different bank accounts
in at least nine invoices, while the PIC firm provided a different bank account in 15 invoices.
54.
In the absence of established procedures to validate changes in payment instructions,
including bank accounts, there is a risk that PMU may release payments to defrauding parties who
pretend to be legitimate contractors, suppliers and/or consultants.
55.
Recommendation. As part of the financial management guidelines that MOE and PMU will
establish in para. 44, the following should be included:

26

Movement orders are government issued forms accomplished by experts and approved by the EYE Project Director
authorizing fieldwork in Myanmar. There were 46 instances or travel days without movement orders.
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requirement for contractors to submit payment information as part of contract-signing
procedures and documentation;
prohibition on changes in payment information unless due to legitimate business
purposes;
general reminder that changes in payment information may entail longer payment
processing and additional procedures;
in case of unavoidable changes, requirement for contractors and consultants to submit
evidence that bank accounts are legitimately owned and proof that the change was
because of business purposes; and
requirement for representatives to present proof of authorization and identity to claim
check payments on behalf of contractors and firm-based consultants.

56.
Action taken. The PMU has started requesting supporting documents from contractors for
requests to changes in bank accounts for payment. OAI will verify this action during the follow-up
review.
3. Asset Management
57.
Summary conclusion. Construction was completed without major delays or cost overruns.
Changes in scope, which were necessary, did not affect the overall construction schedule and cost.
Nonetheless, supervision and management of contracts could be further improved given the
dispersed locations of the upcoming works and general construction experience of contractors.
This will ensure that works are of better quality and project assets are properly monitored and
maintained.
Medium-risk Findings
58.
AM-1: Inadequate insurance coverage. The insurance policies for four civil works
contracts27 were inadequate in terms of coverage, amount, and/or validity.28 Inadequate insurance
coverage exposes EYE to risk of irrecoverable costs in case of loss or damage to works, materials,
equipment, and/or property and personal injury or death.
59.
Recommendation. For the upcoming civil works in 48 sites, the PMU should check and
validate the adequacy of the insurance policies prior to acceptance. In case the construction period
is prolonged, and/or contract value is increased, the PMU should require the contractors to extend
and/or increase the insurance coverage and validity. If the contractor does not provide the required
insurance, MOE should obtain the insurance and collect the premiums from the payables to the
contractor.29
60.
AM-2: Gaps in quality of works. There were gaps in the design and construction quality
of the works, which may lead to rapid deterioration and/or damage the overall structures. Some
examples are given below:

27
28

29

Lots A, B, C and D.
Section 19 of the general conditions of the contract (GCC) requires the contractor to provide insurance coverage
against loss, damages, personal injury or death, from the contract start date up to the end of the Defects Liability
Period.
Section 19.1 of the GCC states, “If the Contractor does not provide any of the policies and certificates required, the
Employer may effect the insurance, which the Contractor should have provided and recover the premiums the
Employer has paid from payments otherwise due to the Contractor or, if no payment is due, the payment of the
premiums shall be a debt due.”
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plaster cracks on the floor caused by non-compacted soil and insufficient water proffing;
flooding caused by incorrect floor sloping and poor drainage construction; and
incorrect installation of drainpipe.

Floor crack in an ITC (Lot G)

Incorrect installation of drainpipe in an ITC (Lot G)

61.
Recommendation. The contractors should rectify the gaps before the end of the defect
liability period. The PMU should inspect the GTHS for Lot D, Lot B, Lot F, and Lot C and the ITC
for Lot G to verify the rectification of the identified defects. The PMU should inspect the other
GTHS and ITCs and request contractors to rectify any defects.
62.
Action taken. The contractors have rectified the defects, under the defect liability period,
after having been informed by the PMU. MOE has provided photos showing the repairs juxtaposed
with the noted defects. OAI will verify these actions during the follow-up review.
63.
The PMU Civil Works Coordinator and the PIC should closely monitor the upcoming
construction of additional classrooms and dormitories for 48 school sites. They should inspect the
works and confirm that the project outputs meet the specifications before acceptance and takingover from the contractors, and ensure that any remaining minor deficiencies will be rectified before
the defect liability period expires. The PMU should extend the defect liability period if the defects
cannot be rectified within the original period in the contract.
64.
AM-3: As-built drawings not provided. Contractors are required to submit as-built
drawings to MOE within 30 days of the completion of works.30 The penalty for failure to submit the
requirement is MMK100,000 per day.31
65.
For the GTHS (Lot D) and ITC (Lot G), MOE accepted drawings which resembled the
standard designs in the bidding document but were not exact rendering of the works, which
excluded some minor changes such as the following:


30

31

installation of three ventilators;
change from roll-up to sliding door; and

Particular Conditions of the Contract (PCC) 72.1 of the GTHS Contract (Lot D) and Construction of ITC Contract (Lot
G). The date is indicated on the Works Completion Certificate.
PCC 72.2 of Lots G and D contracts.
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removal of epoxy painted floor.

66.
As a result, officials at the GTHS and ITC concerned may encounter difficulties in the
maintenance, repairs, and/or modifications of these structures and incur unnecessary costs.
67.
Recommendation. For the identified contracts, MOE and DEPRT should require the
contractors to submit updated drawings, which should include all the changes made. The PMU
should inspect the other GTHS and ITCs, verify whether the drawings submitted by the contractors
represent the actual constructed works, and require amended as-built drawings. For the upcoming
48 civil works and other works in the future, MOE and PMU should enforce the contract requirement
or otherwise impose the penalty as relevant.
68.
AM-4: Untagged assets. Project assets are tagged to monitor their condition and reliablity,
identify defects, and track their movement or transfers. Ultimately, asset tagging strengthens the
executing agency’s ownership and accountability over the project assets so that maximum benefits
from their use are obtained and the risk of theft, misuse, damage and loss are minimized.
69.
Some of the goods delivered at the GTHS in sampled locations are not marked with tags or
stickers to indicate that these are project assets. Examples are lockers, cabinets, bunk beds, work
benches, and classroom desk chairs. Assets that are not tagged may not be easily identified and
monitored. Examples of tagged and untagged assets are shown below:

Tagged

Untagged

70.
Recommendation. GTHS and ITCs concerned should take physical count of the goods
received, mark these with sticker tags showing the description of the asset and a unique monitoring
number and update the list of project assets.
IV.

CONCLUDING REMARKS

71.
OAI acknowledges the inherent complexity and difficulties in implementing a decentralized
and multi-agency project involving wide-ranging and technical activities, which requires strong
central project coordination and management. It is the intention of this review that lessons drawn
will strengthen internal controls and prevent losses of project funds due to fraud and corruption.
72.
Strong internal controls in project implementation and compliance to relevant policies and
guidelines mitigate the risk of improper use of project funds, maximize development effectiveness,
ad deter fraud and corruption. ADB Southeast Asia Department (SERD), through MYRM, is
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encouraged to continue collaborating with the Government of Myanmar to deliver on its
commitment to promote transparency, fairness and accountability in this project and other existing
and future projects in Myanmar.
73.
OAI requests SERD through MYRM to monitor MOE’s and PMU’s implementation progress
and provide periodic updates to OAI by sharing back-to-office reports after each review mission.
The Indicative Action Plan which should be used for monitoring the implementation of the
recommendations.
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