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Proactive Integrity Reviews 

 
Mandate: 
 
The Anticorruption Policy of the Asian Development Bank (ADB) 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), to 
help prevent, and detect indicators of, 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 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. However, OAI’s mandate is underpinned by 
ADB’s zero tolerance for integrity violations.  Any suspected violation of ADB’s Anticorruption 
Policy is assessed in accordance with ADB’s Integrity Principles and Guidelines (2015). 

 

 
 
 
 
 
 
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 the Outer Island Maritime Infrastructure Project in Tuvalu.  
OAI commenced the PIR in August 2020 with fieldwork conducted remotely between September 
and October 2020, and utilized consultants including a local expert in Funafuti, Tuvalu.   
 
Background 
 
The project aims to improve maritime transfer operations in Nukulaelae, Nanumaga, and Niutao, 
anchored on a transport master plan to promote fisheries and tourism.  The project intends to 
establish a safe and efficient domestic maritime transportation that helps increase climate 
resilience of community infrastructure. The project is ADB’s inaugural investment in the maritime 
transport sector in Tuvalu. The estimated project cost is $33.72 million, funded by ADB, the 
Government of Tuvalu and the Global Environment Facility (GEF) - Least Developed Countries 
Fund. The executing agency (EA) is the Ministry of Transport, Energy and Tourism (MTET), which 
established a Project Management Unit (PMU) that handles the day-to-day administration of the 
project.  
 
OAI examined the procurement documentation of 12 selected contracts amounting to $13.33 
million (86.5% of the value of total contracts awarded), and reviewed documentation related to 
disbursements in the amount of $10.41 million (85.7% of total disbursements). OAI did not inspect 
project outputs due to COVID-19 pandemic restrictions. 
 
Results 
 

OAI notes that controls, processes, and systems are generally in place to mitigate project integrity 
risks. The review resulted in one high-risk finding and three medium-risk findings, that require 
action and stakeholder attention when assessed against the core pillars of integrity: (i) 
transparency; (ii) fairness; and (iii) accountability and control.  
 
The high-risk finding is summarized below and presented in detail in the main report under section 
FM-1.  OAI discussed the preliminary findings with the MTET and the PMU, and suitably 
incorporated their feedback into this report. 
 
Inadequate review prior to processing of payment invoices. The PMU did not establish a 
process to adequately review timesheets and vendor invoices prior to processing withdrawal 
applications for time-based contracts.  OAI noted the following sub-findings: 
 

(i) Invoices from consultants not supported by required evidence. The PMU processed a 
total of seven invoices amounting to USD 231,981.64 from the Project Management and 
Construction Supervision Consultants without collecting or validating the necessary 
evidence such as timesheets and vendor invoices.  Lack of evidence prevented OAI and 
the PMU from substantiating the payments and may result in payments of ineligible items 
in the future if the process remains uncorrected. 

 
(ii) Approval of timesheets and invoices of consultants not consistently documented. The 

PMU, consisting of a Project Manager and a Project Accountant as recruited 
consultants, processed payment vouchers and withdrawal applications for its 
consultancy remuneration without consistently documenting the MTET’s approval of 
timesheets and invoices. Although this did not result in inaccurate payments, processing 
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withdrawal applications without approved timesheets and invoices may lead to incorrect 
payments in the future.   
 

Three medium-risk rated findings, discussed under PR-1, AM-1 and IC-1 of the main report, 
concern (i) inappropriate evaluation of bidders’ financial capacity, (ii) inadequate performance 
security, and (iii) inadequate records management.  OAI also noted four low-risk findings. 
 
Recommendations 
 

OAI recommends that the MTET and the PMU strengthen the project financial management and 
procurement processes to prevent recurrence of the findings and to enhance transparency, 
accountability and control. Areas to improve include the PMU’s capacity to establish an effective 
review system prior to processing payments of time-based contracts, diligence in the review of 
bidders’ financial qualifications, and adequate performance security to cover the defects liability 
period of the civil works. OAI recommends that the MTET and the PMU implement guidelines on 
document management to improve their project record management system.  
 
The MTET and the PMU, in collaboration with ADB’s Pacific Department (PARD), should conduct 
targeted trainings to mitigate the risks noted in this report. OAI also recommends PARD to 
exercise closer supervision over specific financial management and procurement processes 
noted in this report. 
 
Concluding Remarks 
 

OAI recognizes the efforts of the PMU for the implementation progress. The lessons drawn from 
this PIR will strengthen the internal controls of the financial management and procurement 
processes and will contribute to the prevention of losses of project funds posed by error or integrity 
violations. 
 
OAI commends the ADB Project Team and the PMU for the continued support in the review, 
especially during the time of the pandemic, and the positive reception to the PIR findings.  



 
 

I. OVERVIEW 
 

1. The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted a proactive integrity review (PIR) of the Tuvalu Outer Island Maritime Infrastructure 
Project. OAI commenced the PIR in August 2020 with fieldwork conducted remotely from 7 
September to 19 October 2020 and utilized consultants including a local expert in Funafuti, Tuvalu.1 
   
2. This report presents the results of the PIR of the project. OAI conducted the PIR to (i) identify 
and assess integrity risks in the project’s procurement and financial management, and (ii) 
recommend measures to mitigate or eliminate integrity risks to ensure that the project funds are 
used for intended purposes.  
 
Project Background 

 
3. The project aims to improve maritime transfer operations in Nukulaelae, Nanumaga, and 
Niutao, anchored on a transport master plan to promote fisheries and tourism.  The project intends 
to establish a safe and efficient domestic maritime transportation that helps increase climate 
resilience of community infrastructure.  The project is ADB’s inaugural investment in the maritime 
transport sector in Tuvalu. The total estimated project cost is $33.72 million, funded by ADB, 
Government of Tuvalu and the Global Environment Facility (GEF) - Least Developed Countries 
Fund (LDCF).2   
 

Table 1: Tuvalu Outer Island Maritime Infrastructure Project – Project at a Glance 
 

Project title Tuvalu Outer Island Maritime Infrastructure Project 

Total estimated 
financing cost 

$30.72 million 
 

Financing sources Asian Development Bank:  
 
Grant 0603-TUV Project Design 
Advance: $2.00 million  
Grant 0511-TUV: $8.30 million 
Grant 0512-TUV: $3.00 million 
Grant 0603-TUV: $15.42 million 
 
Government Counterpart: $4.50 million  

GEF - LDCF 
 
Grant 0513-TUV: $0.5 million 

Approval dates 16 November 2015; 13 September 2018 

Effectivity dates 7 December 2015; 30 August 2017; 31 October 2018 

Project outputs (1) Small-scale harbors constructed in Nukulaelae and Niutao, and boat 
ramps of Nanumaga and Niutao rehabilitated 

(2) Capacity to operate and maintain harbors improved, involving outer 
island communities, the Ministry of Transport, Energy and Tourism 
(MTET) and other national government agencies 

(3) A transport sector master plan for future harbor development in the outer 
islands created, with a view to promote fisheries and tourism 

 
1  Consultants from Lochan & Co. assisted OAI in the review. Due to safety restrictions posed by COVID-19 pandemic, 

OAI conducted the fieldwork remotely to the extent possible, with the assistance of a local expert for procedures that 
would have no alternative for remote performance. OAI also collaborated with the Office of the Auditor General of 
Tuvalu in the PIR exercise to exchange experiences on fraud detection and prevention, share knowledge on review 
concepts, techniques and best practices, and enhance collaborative partnership between the offices.  

2  More information on the project is available at: https://www.adb.org/projects/48484-002/main  

https://www.adb.org/projects/48484-002/main
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Executing agency EA: MTET, which established the Project Management Unit that handles the 
day-to-day administration of the project.   

EA = executing agency 
Source: Asian Development Bank (ADB). 08 Nov 2018. Project Data Sheet. Manila, Philippines. 

 
 

Scope and Methodology 

 
4. As of the PIR cut-off date, 16 contracts amounting to $15.41 million had been awarded. 3  
OAI selected 12 contracts with a total value of $13.33 million (86.5% of the value of total contracts 
awarded), funded by five grants spread across six different contract categories. OAI’s scope 
included one civil works contract and five consultancy contracts for the review of procurement and 
financial management processes. Total disbursements under the project amounted to $12.15 
million, of which OAI reviewed payments amounting to $10.41 million (85.7% of total 
disbursements).4 
 
5. OAI (i) examined all stages of the procurement process and related documentation; (ii) 
verified the appropriateness of project disbursements and the related financial management 
documentation; and (iii) reviewed implementation reports.5  OAI analyzed how each finding could 
compromise project integrity as a result of the weaknesses in accountability and control and threats 
to transparency and fairness.6 
 

II. RESULTS 
 
6. OAI notes that controls, processes, and systems are generally in place to mitigate project 
integrity risks.  However, several areas require enhancements and attention of the Ministry of 
Transport, Energy and Tourism (MTET) and the Project Management Unit (PMU) to further mitigate 
opportunities for heightened integrity risks or violations.   
 
7. OAI identified four high and medium-risk findings on financial management, procurement, 
and contract and asset management.7  The details of the high and medium-risk findings, their risk 
implications and recommendations are presented in the succeeding paragraphs. OAI also identified 
four low-risk findings, also communicated to the MTET and the PMU, for consideration and 
corrective action as necessary.8  

 
3  OAI sampled transactions from the grant effectivity dates, 07 December 2015, 30 August 2017, 31 October 2018 up 

to 21 August 2020, the PIR cut-off date. 
4  The civil works contract was funded by three different grants each with a corresponding contract number. Two 

consultancy contracts were funded by two different grants comprising three different contract numbers. For contracts 
funded under Grant 6003, only the financial management aspect was reviewed. 

5  OAI did not inspect project outputs due to restrictions caused by COVID-19 pandemic.    
6  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. 

7  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 
Tuvalu. (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 Tuvalu. (iii) Low: The finding may not negatively impact the 
Project and ADB’s reputation, yet any corrective actions will result in increased efficiencies. 

8  Low-risk findings and minor compliance issues singularly do not directly expose the project to significant integrity 
risks. However, addressing the improvement opportunities will generally assist the Project mitigate integrity risks and 
improve efficiency. 
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High-risk Finding 
   
8. FM-1: Inadequate review prior to processing of payment invoices. Time-based 
contracts for consultants require remuneration based on actual time spent by each expert in the 
performance of the services. The appropriate authority must validate payments against 
accomplished timesheets and invoices prior to their approval. 9 Other expenses, provisional sums 
and contingency are paid as actually incurred in the performance of the services and require 
supporting documents.10  Contrary to these requirements, the PMU did not establish a process to 
adequately review timesheets and vendor invoices prior to processing withdrawal applications for 
time-based contracts.  Details are presented as sub-findings in the succeeding paragraphs. 
 
9. FM-1.1: Invoices from consultants not supported by required evidence. The Project 
Management and Construction Supervision Consultant (PMCSC) did not append the submitted 
claims with timesheets of the experts and third-party vendor invoices in respect of transportation 
costs and sub-contracting made to third party.11  Further, the PMU processed the payment of seven 
invoices from the PMCSC amounting to USD 231,981.64 without validating whether the supporting 
documents such as timesheets or vendor invoices were appropriately attached.  Lack of evidence 
prevented OAI and the PMU from substantiating the payments. 

 
10. The above processing of payments demonstrates that PMCSC and the PMU failed to 
recognize the unique requirements for time-based and output-based contracts.  As a result, the 
PMCSC and the PMU treated time-based as output-based contracts, even though the former 
requires timesheet submissions and detailed review of supporting documents.   
 
11. FM-1.2: Approval of timesheets and invoices of consultants not consistently documented.  
The PMU, consisting of a Project Manager and a Project Accountant as recruited consultants, 
processed payment vouchers and withdrawal applications for its consultancy remuneration without 
consistently documenting the MTET’s approval on timesheets and invoices.12 MTET and the PMU 
incorrectly assumed that by approving the withdrawal applications, the invoice and timesheets were 
also considered approved.  As a result, the PMU or the Project Accountant did not establish a 
process to validate approvals of invoices and check on the approval status of submitted timesheets 
before processing the payments.  OAI did not note any inaccurate or unintended payments resulting 
from the timesheets and invoices that excluded the MTET’s signatures.   

 
9  Clause 42.1 of the signed time-based contract of the PMCSC provides that “The Client shall pay the consultant (i) 

remuneration determined on the basis of time actually spent by each Expert in the performance of the Services after 
the date of commencing of Services or such other date as the Parties shall agree in writing and (ii) other expenses, 
provisional sums, and contingency that are actually and reasonably incurred by the consultant in the performance of 
the Services.” Likewise, Appendix C – Breakdown of Price/Schedule of Payments of the signed contract of the 
PSMPC, requires that other payments, which includes international air travel, are “reimbursable at cost with 
supporting documents/receipts unless otherwise specified.” In addition, evidence of travel and payment (scanned 
copies receipts and boarding passes or frequent flier account statements) are required f     or reimbursement. 

10  Clause G-5. Payment, item b, of the signed contracts of the Project Manager and Project Accountant (December 
2016 to June 2019) provides that “Unless otherwise specified in Appendix 3, the invoice shall be submitted to the EA 
each month with a statement showing the time the consultant spent during that period expenses as required in 
Appendix 3. Item C, provides “Payment follows the EA certifying that Services are satisfactory.” Likewise, Clause 4. 
Project Administration, Item A. Coordinator, of the signed contracts (July 2019 to December 2021) provides “…the 
Coordinator will be responsible for the coordination of activities under this Contract, for acceptance and approval of 
the reports and of other deliverables by the Client and for receiving and approving invoices for the payment.” 

11  The PMCSC submitted seven invoices between 10 October 2019 to 17 June 2020 in respect of various services 
rendered for the project. 

12  This refers to the Project Manager and Project Accountant remuneration and applicable to invoices from 1 March 
2016 to 31 December 2018 and 1 July 2019 to 30 June 2020. 
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12. Inadequate review of invoices as illustrated in the above sub-findings may lead to incorrect 
payments to contractors and consultants, which undermine the transparency and accountability of 
disbursements and may result in project losses.  

 
13. Recommendations.  ADB’s Pacific Department (PARD) through the Transport and 
Communications Division (PATC) Project Team should organize financial management and 
disbursement training to the MTET, the PMU and PMCSC on key requirements contained in the 
Loan Disbursements Handbook, including differences between time-based and output-based 
contracts.  The training should reinforce the expectation for contracted parties to acknowledge and 
abide by the set of financial management and disbursement requirements uniquely defined in each 
contract.  

 
14. To prevent the recurrence of the finding and enhance accountability and control in 
processing future claims of time-based contracts, the MTET and the PMU should establish an 
internal process to review timesheets and vendor invoices prior to processing withdrawal 
applications, including accountable parties and specific review criteria to be exercised during the 
review (i.e., checking to ensure timesheets have been submitted and approved by the authorized 
parties, and that claims are substantiated by evidence).   
 
Medium-risk Findings 
  
15. PR-1: Inappropriate evaluation of bidders’ financial capacity.  For the civil works 
contract, the Instructions to Bidders (ITB) of the issued bidding documents require that qualifying 
bidders be determined based on an examination of the documentary evidence submitted by the 
bidders.13 There were instances where the technical evaluation team (TET) did not demonstrate 
adequate due diligence or competency in evaluating the bidders’ financial capacity. Details are 
presented as sub-findings in the succeeding paragraphs.  
 
16. PR-1.1: Evaluation of bidders’ financial qualification using unsubstantiated financial figures. 
During bid evaluation, the TET did not identify nor seek clarification on the discrepancies between 
the amounts in the FIN forms and the audited financial statements. For several bidders including 
the winning bidder and one of the losing bidders, the amount of working capital and available 
financial resources in form FIN-1 was either higher or lower than the amount in the submitted 
audited financial statements.14   
  
17. PR-1.2: Evaluation of bidders’ financial qualification using inaccurate calculations of 
bidders. The TET accepted the calculations made by the bidders without further verification and 
did not identify nor seek clarification on the bidders’ calculation errors of the average annual 
construction turnover. One of the bidders’ annual construction turnover in form FIN-2 was lower 
than the amount of “revenue from civil construction and mining contracts” as mentioned in its notes 
to financial statements.15 In calculating the construction turnover, one bidder considered total 
revenue, which is inclusive of income from “hiring of plant and equipment and other income.” In 
case of another bidder, total operating income was erroneously considered in calculating the 
construction turnover.16  Separately, a bidder incorrectly calculated its most recent working capital 

 
13  Clause 32.1 of the ITB 
14  Form FIN-1: Historical Financial Performance 
15  Form FIN-2: Average Construction Turnover 
16  Paragraph 2.3.2 Average Annual Construction Turnover of Section 3 – Evaluation and Qualification Criteria of the 

bidding document provides that the minimum average annual construction turnover is calculates as total certified 
payment received for contracts in progress or completed.  
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in the form FIN-1, which resulted in incorrect “available financial resources” figures declared in the 
form FIN-3. 17     
 
18. The sub-findings noted above surrounding inappropriate evaluation of bidders’ financial 
capacity reflect the TET’s insufficient awareness of the bid evaluation requirements and lack of 
financial expertise.  
 
19. The non-compliance in bid evaluation did not affect the bid results for the contract reviewed.  
However, it undermined the transparency and fairness of the procurement process and, if left 
unaddressed, may lead to awarding of future contracts to unqualified bidders with insufficient 
financial capacity. 
 
20. Recommendations. In collaboration with ADB’s Procurement, Portfolio and Financial 
Management Department (PPFD), PARD through the PATC Project Team should conduct 
procurement training on ADB’s Procurement Guidelines including bid evaluation requirements and 
expectations relevant to the PIR finding. The training should include key members of the TET, the 
MTET and the PMU, and should be organized prior to future procurement processes. To ensure 
appropriate evaluation of future bidders’ financial capacity, the PMU should conduct targeted pre-
bid meetings with bidders, focusing on instructions to properly accomplish the bidding documents 
and FIN forms.  Additionally, the MTET should supplement the TET skillsets with the financial 
management expertise needed for effective bid evaluation of future civil works procurement, so 
that the TET may diligently check the accuracy of information in the FIN forms against that of the 
supporting documents.  Considering the TET’s financial capacity, PARD through the PATC Project 
Team should call in bids on a sampled basis to conduct its own due diligence in reviewing the bid 
submissions of the bidders in future evaluations.    
 
21. AM-1: Inadequate performance security. The PMU did not request the contractor to 
extend the performance security beyond the expected completion date of civil works (31 October 
2020), as a result of which the defects liability period was not covered. 
 
22. ADB Procurement Guidelines states that a portion of performance security shall extend 
sufficiently beyond the date of the completion of the works to cover the defects liability or 
maintenance period up to final acceptance of the borrower.18 The Particular Conditions of Contract 
(PCC) states that the defect notification period is 365 days. The defect notification or liability period 
starts after the issuance of overtaking or completion certificate to the contracts.19  
 
23. Inadequate performance security undermines the accountability and control over the project 
assets which exposes the MTET to financial risks in the event of a contractual dispute and may 
negatively affect the completion of works. 

 
24. Recommendations. To allow adequate performance security to cover the defects liability 
period of the civil works, the PMU should review the provisions of ADB Procurement Guidelines 
and PCC, particularly on what constitutes the defects notification period together with ADB and 
PMCSC.  The PMU in coordination with the PMCSC should immediately request the contractor to 
extend the performance security to cover the defects liability period of 365 days after issuance of 
overtaking or completion certificate following the revised work schedule, and the contractor should 

 
17  Form FIN-3: Availability of Financial Resources 
18  Section 2.39 Performance Security of ADB Procurement Guidelines. 
19  Clause 1.1.3.7 of the PCC. 
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submit an extended performance security covering the defects liability period of 365 days after 
issuance of overtaking or completion certificate. 
 
25. IC-1: Inadequate records management. The PMU was not able to provide OAI with 
several key documents relating to procurement and financial management and was not able to 
demonstrate an effective management of project records. 
 
26. According to the loan agreement, ADB has the right to audit and examine the records and 
accounts of the executing agency and all project contractors, suppliers, consultants and other 
service providers. To fulfill this requirement, ADB representatives are required to have access, at 
all reasonable times, to all relevant records and documents associated with the project as deemed 
necessary and pay particular attention to the maintenance of proper books and records.20 

 
27. The difficulty in providing project-related documents reflects the lack of a systematic record 
keeping at the PMU as well as its insufficient awareness of the record keeping requirements. 
 
28. Failure to appropriately maintain project records reduces the transparency and 
accountability and control over the project’s procurement and financial management processes. 
Inadequate record-keeping elevates the project integrity risks, due to the increased opportunities 
for potential violations to remain unnoticed and/or untraceable. 
 
29. Recommendations. The PMU should improve its project record management system by 
implementing guidelines on document management, including the filing, retention and handover of 
documents in case of change of staff. The PMU should also conduct related feasibility analysis and 
consider implementing an electronic document filing system. 
 
 

III. CONCLUDING REMARKS 
 
30. OAI recognizes the efforts of the MTET and the PMU for the implementation progress of 
the project and continued resilience during the time of the COVID-19 pandemic. Generally, project 
integrity risks are managed through the PMU’s internal controls, processes and systems, and 
through ADB’s oversight. However, the findings noted in this report, if not addressed, may continue 
to expose this and future ADB projects to increased integrity risks. 
 
31. The lessons drawn from this PIR will strengthen internal controls and will contribute to 
preventing the project from the loss of funds posed by error, fraud or corruption. OAI encourages 
PARD through the PATC Project Team to continue collaborating with the Government of Tuvalu to 
strengthen its commitment to promote transparency, fairness and accountability in this project and 
other projects in Tuvalu. 
 
32. OAI requests PARD through the PATC Project Team to monitor the implementation 
progress of the recommendations and provide periodic updates to OAI.  OAI also requests to 
receive the back-to-office report following each review mission. 
 
 

 
20  Clause X. Anticorruption Policy, paragraph 53, of the Project Administration Manual, provides that “All contracts 

financed by ADB shall include provisions specifying the right of ADB to audit and examine the records and accounts 
of the executing agency and all project contractors, suppliers, consultants, and other service providers.”  Likewise, 
Section 4.03 of the Grant Agreement provides that “The Recipient shall enable ADB’s representatives to inspect the 
Project, the Goods and Works, and any relevant records and documents.” 
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