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NOTES 
(i) The currency equivalents used were as at 15 March 2019, the PPRR cut-off date. 
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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, under 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 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 outputs. OAI recommends enhancements to 
mitigate or eliminate opportunities for integrity violations. 
 
OAI conducts follow-up reviews on selected 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. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
In preparing any country program or strategy, financing any project, or 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.



 
 

 
EXECUTIVE SUMMARY 

 
The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) conducted 
a project procurement-related review (PPRR) of the Earthquake Emergency Assistance Project 
(EEAP) in Nepal, financed through Loan 3260-NEP ($200 million, approved 24 June 2015) and 
Grant 0529-NEP ($10 million, approved 12 December 2016). The PPRR team examined the 
procurement and financial documentation for 10 sample works contracts and two consulting 
services contracts. These represent 19% of the total value of the 193 contracts under the project. 
The team also carried out visits to selected project sites under 8 contracts.  
 
The main findings from the review relate primarily to procurement and asset management. The 
issues mainly arose from the generally weak capacity of the implementing agencies, limited number 
of contractors with capacity and capability to undertake large civil works contracts, and the urgency 
with which rehabilitation and reconstruction work had to be procured. The review did not identify 
sufficient red flags to suspect that the issues are a result of, or resulted in, integrity violations.  
However, if the issues are not addressed in a timely manner, the risk of violation of the ADB’s 
Anticorruption Policy increases.  
 
The PPRR identified five major findings, as follows: 
 

(i) Inaccurate evaluation of bidders’ financial capacity. The observed deficiencies 
involved errors in calculation of average annual construction turnover and financial 
indicators, use of outdated financial information, inaccurate information on ongoing 
contract commitments, and inclusion of conditional lines of credit as part of available 
financial resources. These caused inaccurate evaluation of bidders’ financial capacity.  In 
5 of 10 contracts, the winning bidders would have been different had the evaluation been 
done correctly.  
 

(ii) Unclear justification for contract variations. Variations in two of the contracts resulted 
in 3% and 6% increase in contract amount, respectively. The requests for contract 
variations only provided general reasons and had insufficient supporting documents.  
These cast doubt on the transparency and propriety of the variations.                                                          
 

(iii) Construction works design, quality, and safety issues. Defective works, safety and 
other quality issues affected all inspected roads and school buildings. These will impact 
the longevity, disaster and climate resilience, and safety of the constructed 
infrastructures.  

 
(iv) Contractual delays. The construction under two contracts was already delayed by five 

months at the time of site visit (28-29 March 2019).  OAI noted the slow work progress 
and significant deviation of mobilized resources and agreed work program and those 
deployed at site. The contractor’s inability to fully mobilize agreed resources despite 
reminders has been a major cause of contractual delays.    
 

(v) Contract management issues. At the time of OAI’s site inspection, there was limited 
presence of supervision consultants at site and the results of supervision consultants’ site 
visits, including issue resolution, were inadequately documented. Works under one 
contract that had been reported as completed and for which a completion certificate had 
been issued were still ongoing.  
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OAI recommends that the PIUs issue instructions, addressing the weaknesses noted by the PPRR, 
to their respective bid evaluation committees (BEC), staff and supervision consultants for their 
guidance and implementation when performing tasks related to bid evaluation, contracting process, 
processing of payments to contractors and consultants, contract variation preparation and project 
supervision.   
 
In particular, the BECs should strictly follow prescribed evaluation criteria in the assessment of 
bidders’ financial capacity and ensure careful review to avoid errors and omissions.  The PIUs 
should assess observed works quality and safety issues and require contractors to make any 
necessary rectifications prior to issuance of certificate of completion or release of final 
payment/retention money. The PIUs should require supervision consultants to consistently 
document inspection and site visits, instructions issued and verification of actions taken and 
integrate these reports in the existing project management information system. The PIUs should 
also take measures to implement effective processes across procurement, financial management, 
and project supervision and to transfer knowledge from consultants to IA/PIU. 
 
OAI also recommends that SARD, through NRM and in cooperation with ADB departments such 
as the Procurement, Portfolio and Financial Management Department and Controller’s Department, 
conduct tailor-made trainings focusing on gray areas stated in this report (i.e., calculation of 
average annual construction turnover, eligible lines of credit, contract provisions for reimbursement 
of out-of-pocket expenses) and on identified weaknesses of the PIUs to strengthen their 
procurement, financial management, asset and contract management capacities.  
  



 
 

I. OVERVIEW 
 
1. The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR) of Loan 3260-NEP/Grant 0529-NEP: 
Earthquake Emergency Assistance Project in Nepal from 25 March to 12 April 2019.1  
 
2. The overall objective of the PPRR is to verify compliance with applicable ADB policies, 
guidelines, and the loan agreement, with a focus on preventing and detecting integrity violations. 
The PPRR assessed vulnerabilities and risks in the areas of procurement, financial management 
and asset management, through the review of sampled contracts awarded as of 15 March 2019. 
This report presents the findings and recommendations resulting from the PPRR.   
 
A. BACKGROUND 

3. The project supports the Government of Nepal (the Government) to accelerate recovery 
and reconstruction following the devastating earthquake of 25 April 2015 and the major aftershock 
of 12 May 2015. The project finances the rebuilding of schools, roads, and district-level 
government buildings, and strengthening resilience to future disasters. 

 
4. As part of the project, ADB also provided technical assistance to build the capacity of 
implementing agencies and improve project efficiency, timeliness of project implementation.2 
Table 1 provides a summary of the salient aspects of the Project. 
 

Table 1: Project at a Glance as at 15 March 2019 
 

Project No. / Title 49215-001:  Earthquake Emergency Assistance Project 
Category Type Sovereign 
Mode of Financial 
Assistance 

Project Loan 

Loan/Grant Number Loan No. 3260-NEP / Grant No. 0529-NEP 
Total estimated project cost $ 362.05 million    
Amount of ADB and non-
ADB financing 

ADB: 
• Concessional ordinary capital resources  

  lending /Asian Development Fund  
  (Loan 3260-NEP)                                                    $ 200.0 million 

• Technical Assistance Special Fund (TA 8910)              2.8 million 
Cofinancing: 
• Japan International Cooperation Agency Loan*       115.3 million 
• United States Agency for International  

Development (Grant 0529-NEP)                                10.0 million 

 
 
1  Lochan & Co., India assisted OAI (collectively, the PPRR team) in this PPRR. 
2  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant Nepal: Earthquake Emergency Assistance Project. Manila.      
       The RRP listed three outputs for the TA:  (i) capacity building support to the executing agency and implementing 

agencies for speedy and smooth implementation, particularly with respect to procurement, contract management, 
quality control, and disbursement;  (ii) help establish monitoring and evaluation systems at central and district 
levels; and (iii)  help establish design standards, type designs, disaster awareness curriculums, and training 
systems for masons. 
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• PRC-PRRCF** (TA 8910)                                             0.6 million 
Counterpart:  
• Government                                                               33.35 million      

Impact Accelerated economic and social recovery in Nepal’s earthquake-
affected districts 

Outcome Resumption of critical economic and social services with disaster-
resilient infrastructure 

Outputs3 1.  Rebuilding and upgrading of schools (154 schools) 
2.  Rehabilitation, reconstruction of roads (3 strategic roads 
     and 17 district roads) and government buildings 
3.  Construction and/or rebuilding of district-level government facilities 

(70 office buildings built and 61 buildings repaired/retrofitted) 
4.  Strengthened disaster-preparedness and management capacities 

(283 implementing agency staff trained) 
 

 * Not administered by ADB 
** People's Republic of China Poverty Reduction and Regional Cooperation Fund 

 
5. The objective of emergency assistance projects is the prompt restoration of basic services. 
The project administration manual for this project indicated that the procurement of goods and 
works, and recruitment of consulting services were to be undertaken in accordance with the 
simplified and expedient procedures. In emergency assistance projects, the standard ADB 
operational policies, including those on procurement, consulting services, financial management, 
and disbursement, should “be liberally interpreted to ensure speedy and effective rehabilitation.”4 
For instance, national competitive bidding (NCB) with a shortened bidding period of 15 days was 
used. This allowed the project implementing units (PIU) to process procurement and sign 93% of 
the 193 contracts under the project within 2016 and 2017.5 However, this also led to significant 
deficiencies in project implementation. 
 
B. PPRR SCOPE AND REVIEW METHODOLOGY 

6. As of the PPRR cut-off date,6 193 contracts amounting to $168.8 million had been 
awarded.7 The PPRR covered 12 construction and consulting services contracts, amounting to 
$31.8 million, which were contracted following the NCB, international competitive bidding (ICB) 
and quality and cost-based selection procurement modes (Summary in Table 2 below).  
 
 

 
 
 
 
 
 
 

 
 
3  Based on revised target outputs as of 31 December 2018. 
4  ADB. 2015. Disaster and Emergency Assistance. Operations Manual. OM D7. Manila 
5  Contracts signed:  2015 - 3 contracts; 2016 – 64 contracts; 2017 – 116 contracts; and 2018 – 10 contracts  
6  The PRRR cut-off date is 15 March 2019. 
7   188 contracts (with total contract amount of $ 161 million) financed by Loan 3260-NEP and 5 contracts (total 

contract amount of $ 8.2 million) financed by Grant 0529-NEP. 
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Table 2:  PPRR Sample 
 

Nature of  
Contract 

Awarded Contracts Contracts Sampled for 
the PPRR 

Number 
of  

Contracts 

Contract 
Amount  
(in USD 
million)   

% of Total 
Contract 
Amount 

Number 
of 

Sampled 
Contracts 

Contract 
Amount  

(USD  
million)   

Construction  113 160.0 94% 10 27.8 

Consulting Services 27 6.1 4% 2 3.9 

Supply of Goods 35 1.8 1%   

Others 18 0.9 1%   

Totals 193 168.8 100% 12 31.7 
    
7. The sampled contracts consisted of five contracts for construction of school buildings, one 
contract for construction of government buildings, four contracts for construction of strategic and 
district roads, and two contracts for supervision consulting services.  The 10 sampled civil works 
contracts represent 17% of the total construction contracts amount while the two consulting 
services contracts represent 64% of the value of total consulting services contracts.  
Disbursements for the 12 contracts totaled $22.3 million (70% of the contract amount for the 
sampled contracts).  
 
8. The PPRR (a) examined the procurement processes and related documentation for all 
procurement stages; (b) verified the appropriateness of project disbursements (including 52 
interim payment certificates for civil works and 20 consulting services invoices) and related 
documentation, and (c) inspected the progress of selected roads and school buildings 
rehabilitation and reconstruction, and other assets at the project sites.8  
 
 

II. RESULTS OF REVIEW  
 
A. STRENGTHS 

9. The National Reconstruction Authority (NRA) exercises strong leadership over the PIUs 
that are responsible for the day-to-day implementation activities.  The PIUs report directly to NRA 
rather than the line ministries.  This  has resulted in streamlined decision-making and 
accountability and supported the need for expeditious actions on the construction and 
rehabilitation works under the project. 
 
10. A strong project supervision team based at the ADB Nepal Resident Mission (NRM) 
allowed for close coordination and consultation with the government counterparts  regarding 
compliance with ADB requirements in project implementation.  

 

 
 
8  Three road rehabilitation contracts and six schools under five contracts which were at various stages of 

completion, out of 12 contracts sampled, were included in the site inspections. 
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11. ADB’s technical assistance helped supplement much needed capacity to initiate time-
sensitive and critical components of the emergency project and support implementation. In 
particular, the web-based project management information system (PMIS) developed through the 
TA aids NRA and PIUs in monitoring contract implementation. The NRM project team also uses 
the PMIS for project monitoring purposes, especially during project review missions to verify the 
actual situation of the reported problematic contracts.9 Though the PPRR team noted instances 
of deficiencies in reporting by supervision consultants on the results of site inspection and 
corresponding issue resolution, monitoring of the 193 contacts under the project could have been 
more challenging without the use of the PMIS.     
 
 
B. PROJECT VULNERABILITIES  

12. There are 47 instances where the PPRR noted process deficiencies, non-compliance with 
ADB policies and procedures or contract provisions, and poor asset management practices. They 
comprise (i) 28 findings on procurement, (ii) 8 on financial management and disbursements, and 
(iii) 11 in asset management.  
 
13. Each observation was rated high, medium, or low to assist the IAs and ADB, as applicable, 
in prioritizing appropriate corrective action.10 This report discusses only the 31 high and medium 
risk observations. In addition to the risk rating, the observations were evaluated as to which core 
principles of project integrity - transparency, fairness, and accountability and control - were 
compromised.11  

 
14. The observations mainly relate to the generally weak capacity of the implementing 
agencies and PIUs, limited number of contractors and consultants with the capacity and capability 
to undertake large civil works and consulting contracts, and the urgency with which rehabilitation 
and reconstruction work had to be procured.12 There is no indication that the issues identified are 
a result of integrity violations.  However, if these issues are not addressed in a timely manner, the 
risk of violation of the ADB’s Anticorruption Policy increases. 
 

1. Procurement 

15. There are areas where PIUs’ procurement processes require significant improvement. 
Table 3 summarizes the instances where the PIUs and/or bid evaluation committees (BEC) did 
not adhere to ADB’s procurement rules and regulations. Table 3 shows the types of procurement 
observations noted during the PPRR. 
 
 

 
 
9  BTOR for NRM’s 13-28 December 2018 review mission of the Earthquake Emergency Assistance Project. 
10  High: Immediate attention and prompt corrective action are required since failure to take action could result in 

major adverse impact on the project and ADB's reputation.  Medium:  action is required since failure to take 
action could result in negative consequences on the project and ADB’s reputation.  Low: An existing system may 
continue to operate but corrective action will result in increased efficiencies in processes. 

11  The three core principles of project integrity or ‘integrity pillars’ are the following:  (i) Transparency (proper 
documentation of key decisions, public disclosure of project information, ad protectionof 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, eligible expenditures and timely payments; adherence to contract provisions on project 
delivery, and adequate project oversight and management). 

12    The project awarded and implemented 193 contracts during the period of December 2015 to 2019.  
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Table 3: Procurement Observations  
 

No. Observation Integrity Pillar 
Compromised 

Number of Contracts 
Affected in Respective 

Project Locations 
1 Inaccurate evaluation of bidders’ financial 

capacity  
Fairness PIU 1 – 5 

PIU 2 - 3 
PIU 3 – 1 
PIU 4  - 1 

2 Unclear justification for contract variations  Transparency, 
Accountability and 

control 
PIU 1 – 2 

3 Bid opening record not signed by nor 
shared with bidders 

Fairness PIU 3 – 1 

4 Incorrect sequence of steps for bid 
evaluation  

Fairness PIU 3 – 1              

5 Changes proposed by ADB not 
incorporated in the terms of reference of a 
consultant  

Accountability and 
control PIU 1 – 1 

6 Deficiencies in contracting process  Accountability and 
control,  

Fairness, 
Transparency 

PIU 1 – 5 
PIU 2 – 2 
PIU 3 – 1 

7 Inadequate management of procurement 
records 

Transparency, 
Accountability and 

control 

PIU 1 – 6 
PIU 2 - 4 
PIU 4 – 1 

 
 
High-Risk Observations 

 
16. Inaccurate evaluation of bidders’ financial capacity.  There were deficiencies in the 
BECs’ evaluation of bidders’ financial capacity in all four PIUs. In five contracts, these affected 
the selection of the winning bidder. Table 4 summarizes the deficiencies noted.    

 
Table 4: Deficiencies in Evaluation of Bidders’ Financial Capacity  

 

Ref. Deficiency PIU and Number of Contracts 
Affected the 
Selection of 

Winning Bidder? 
a) Errors in the calculation of 

average annual construction 
turnover (AACT) 

• PIU 1 (5 contracts)   
 

• PIU 2 (2 contracts)                                                                                                                                                  
• PIU 3  (1 contract)  
• PIU 4 (1 contract) 

 

• Not determinable*  
• No 
• Yes 
• Not determinable 

b) Use of outdated financial 
information resulting in bidder’s 
disqualification 

• PIU 1 (1 contract)   
 

• Yes 
 

c) Conditional lines of credit 
incorrectly included when 
computing bidders’ available 
financial resources 

• PIU 1 (3 contracts) 
 
                                                                                                                           

• PIU 2 (3 contracts) 
• PIU 3 (1 contract) 
• PIU 4 (1 contract) 

• 2 contracts – Yes; 
1 contract - No 
 

• No 
• No 
• Yes 
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Ref. Deficiency PIU and Number of Contracts 
Affected the 
Selection of 

Winning Bidder? 
d) Deficient review of ongoing 

contract commitments 
• PIU 1 (2 contracts)   
• PIU 2 (3 contracts) 
• PIU 3 (1 contract) 
• PIU 4 (1 contract) 
 

• Not determinable 
• Not determinable 
• Not determinable 
• Not determinable 
 

e) Inconsistencies between 
amounts in the submitted bid 
(FIN) forms and audited 
financial statements (FS) 
 

• PIU 1 (2 contracts)   
 

• No 
 

f) Incorrect calculation of bidders’ 
financial indicators 

• PIU 2 (2 contracts)                                                                                                                                                
• PIU 3  (1 contract)  

• No 
• No 
 

*    The effect of the deficiency noted could not be fully ascertained due to the lack of information submitted by 
the bidder. 

 
a. Errors in the calculation of average annual construction turnover  

 
17. In 9 of 12 civil works contracts reviewed, the BEC erroneously calculated the bidders’ 
average annual construction turnover. The bidders’ share of the turnover in JVs where they 
previously participated should not have been included in the calculation. The PIUs indicated that 
this approach had been in practice among Nepal’s government agencies for many years.  They 
also mentioned that there had been no previous objection from NRM on that approach.  However, 
the instruction in the bid form (Form FIN-2) stipulates that only the bidder’s annual turnover, as 
reported in its financial statements, should be considered for the purpose of AACT calculation. 
The errors resulted in the overstatement of the bidders’ AACT.  
 
18. Effects of the errors on the results of evaluation were: 

(i) For one contract, using the correct AACT criteria would have caused the 
disqualification of the winning bidder.   

(ii) For six contracts, the effect on the evaluation of bidders was uncertain because 
the construction turnover of relevant bidders (JV partners) was not available.  

(iii) For two contracts, the errors had no impact on the results of evaluation.  
 
19. OAI discussed the issue with the Procurement, Portfolio and Financial Management 
Department (PPFD) and formulated the following approach regarding the AACT: if a bidder 
submits its separate (not consolidated) financial statements, and if under accounting rules applied 
for the preparation of the financial statements, the construction turnover from bidder’s previous 
JVs are included in the construction turnover of the bidder, then the amount of construction 
turnover from the JVs will be acceptable as part of construction turnover required in Form FIN-2.  
PPFD requested the NRM project team to communicate this approach to the EA/IAs for 
consideration in future contracts. 
 
20. Other errors in assessing bidders’ AACT included:  (i) transposition error that caused BEC 
to erroneously award the contract to a bidder that did not qualify with the minimum AACT 
requirement;  (ii) a losing bidder’s AACT was based on turnover figures for an incorrect 5-year 
period (2009 to 2013 instead of 2010 to 2014); and (iii) misposting of the turnover figures of a 
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winning bidder in a worksheet used to calculate the AACT.  Errors in (ii) and (iii) had no impact 
on the results of evaluation. 

 
b. Use of outdated financial information in evaluation resulting in bidder’s disqualification 

 
21. For one contract, the BEC used an incorrect working capital amount to evaluate a bidder’s 
available financial resources. The bidder submitted audited financial statements but no FIN-1 and 
FIN-3 forms.13 In evaluating the bidder’s available financial resources, the BEC used the working 
capital amounts from a previous bid (amounts indicated in Forms FIN-1 and FIN-3) instead of 
using the information from the submitted financial statements.  
 
22. The amount used from the forms submitted for the other bid were incorrect and the BEC 
disqualified the bidder. Had the BEC referred to the submitted financial statements, the bidder 
would have satisfied the available financial resources criteria and would have been the winning 
bidder because it would have satisfied all the evaluation and qualification criteria.  

 
c. Conditional lines of credit incorrectly included when computing bidders’ available 

financial resources 
 
23. In 8 of the 12 contracts reviewed (involving all the four PIUs), the credit lines provided by 
many bidders as part of their available sources of financing were conditional lines of credit (e.g., 
to be made available if the bidder is awarded the contract and subject to satisfaction of bank 
requirements).  They were not existing lines of credit readily available to these companies.   
 
24. The exclusion of the credit lines would not have affected the financial qualification of most 
bidders since they had sufficient other financial resources. However, for three contracts under two 
PIUs, the winning bidders would not have qualified. 
 
25. One PIU mentioned that there is a lack of clarity for bidders as to what would be an 
acceptable credit line.  
 

d. Deficient review of ongoing contract commitments   
 
26. In 6 of 12 contracts reviewed involving all four PIUs, there were bidders (stand-alone 
companies or JV partners) that indicated “NIL,” “None,” or “Not Applicable” in Form FIN-4 
regarding their ongoing contract commitments. Particularly for large companies (based on asset 
size per the audited financial statements and AACT disclosures), The BEC should have 
questioned such information as part of reasonable due diligence. Undeclared ongoing contract 
commitments overstate the amount of evaluated available financial resources and could lead to 
incorrect qualification of an otherwise non-qualified bidder. There was no evidence that the BEC 
sought clarification from the bidders. 
 
27. In another contract, though a bidder submitted more updated information in Form FIN-4, 
the BEC  used the amount of contract commitments declared by the same bidder in a previous 
bid for another contract (which the bidder won). The bidder’s evaluated contract commitments 
were therefore understated since the amount of the previously won contract was not included in 

 
 
13  User’s Guide to Procurement of Works section 6.4 indicates that failure to furnish all information or 

documentation required by the Bidding Document may result in the rejection of the bid. 
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the current contract commitments. The bidder, however, had enough financial resources and 
would still qualify had the correct amount of contract commitments been used. 
 

e. Inconsistencies between amounts in the submitted bid forms and audited financial 
statements  
 

28. In evaluating a JV partner of a winning bidder of two contracts, the BEC did not exercise 
reasonable due diligence to check the correctness of the working capital amounts indicated in 
submitted bid forms.14 In one contract, it did not verify the consistency of working capital 
information in submitted bid forms FIN-1 and FIN-3 with the accompanying audited financial 
statements. In the second contract, the bid forms and the financial statements all indicate different 
working capital amounts. However, for an unexplained reason, the BEC used the amount in Form 
FIN-3 for the evaluation.  
 
29. The use of incorrect working capital amounts did not affect the results of evaluation 
regarding the bidder’s financial qualification.  The concerned PIU admitted that the errors were 
due to its weak financial management capacity. 
 

f. Incorrect calculation of bidders’ financial indicators 
 
30. In two contracts, the BEC included the equity items from the bidders’ financial statements 
as part of the total liabilities, which resulted in the understatement of the net worth of four bidders. 
In another contract, wrong linkages in the BEC’s electronic worksheets resulted in incorrect 
calculation of bidders’ financial indicators (e.g., net worth and AACT).  

 
31. The errors caused incorrect assessment of bidders’ financial capacity, however, these 
errors had limited impact and would not have affected the bidders’ overall financial capacity 
qualification.   
 
32. Unclear justification for contract variations.  For three contracts under one PIU, there 
were contract variations to increase the contract amounts (by 3%, 6%, and 8%). For two contracts, 
the requests for variation provided only general reasons for the variation (e.g., site development, 
geological condition, and/or slope stabilization). The variations lacked supporting documents to 
substantiate the cited reasons.  

 
33. Insufficiently documented reasons for the contract variation diminish control over the use 
of funds and open opportunities for integrity violations. 

 
Medium-Risk Observations 
 
34. Bid opening record not signed by nor shared with bidders.  The bid opening record 
(BOR) for one contract was not signed by the bidders’ representatives who were present at the 
opening;  the PIU representatives also did not sign. There was also no evidence that the PIU 

 
 
14  Forms FIN-1 together with attachment such as audited financial statements are used in evaluating a bidder’s 

historical financial performance and the soundness of its financial position.  Form FIN-3 should enable the BEC to 
determine if a bidder’s financial resources net of its financial obligations for its current contract commitments would 
meet or exceed the total requirement for the subject contract (Reference:  Standard Bidding Documents for Works 
of projects with concept notes approved prior to 1 July 2017). 
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shared with the bidders the copies of the BOR. Further, the publication of award for this contract 
was incomplete as described in paras. 44-45.   

 
35. The absence of signatures on the bid opening record and non-circulation of the BOR show 
weak internal controls, cast doubt on the transparency of the procurement process, and open 
opportunities for integrity violations. 

 
36. Incorrect sequence of steps for bid evaluation.  In one PIU, instead of starting with the 
evaluation of the technical aspects of the bids, the BEC first compared bid prices and selected 
the lowest-price bidder. Then the BEC evaluated the responsiveness of the lowest-price bidder to 
qualification criteria and evaluated the technical proposal of the bidder last.  If the bidder was 
found to be non-responsive to qualification criteria, then BEC proceeded to evaluate the next-
lowest-price bidder. 
 
37. Noncompliance with ADB’s bid evaluation methodology may result to awarding of the 
contract to a bidder that is not the lowest evaluated qualifying bidder. 

 
38. The PIU indicated that since the single-stage one-envelope bidding procedure was 
followed, this manner of evaluation did not affect the entire procurement process. The PPRR team 
disagrees because the evaluation of bidders’ technical proposals may, in certain circumstances, 
lead to adjustments of bid prices used for bid evaluation, and thus may change the price ranking 
of the bidders.  As a result, the awarded bidder may not have been the lowest substantially 
responsive evaluated bidder. 
 
39. Changes proposed by ADB not incorporated in the terms of reference (TOR) of a 
consultant.  One of the PIUs did not incorporate the changes proposed by ADB in the terms of 
reference of a consultant.  The draft TOR sent to ADB for review used the word “assist” when 
referring to the main tasks of the consultant (e.g., “Assist in preparing financial monitoring 
reports…”). ADB proposed that the word “assist” be removed from the TOR since the recruitment 
was for a financial management expert, which meant a higher level of responsibility in the 
performance of the prescribed tasks. ADB’s suggested changes were effected in the revised draft 
TOR that the PIU sent back to ADB, which ADB approved. However, when the TOR was finalized, 
ADB’s proposed changes were omitted.  
 
40. Deficiencies in the contracting process.  The following describe the weaknesses noted 
in the contract award stage of procurement.  
 

a. Contract implementation arrangements not finalized prior to contract signing 
 

41. ADB indicated in its approval of bid evaluation reports (BER) submitted by PIUs  that (i) 
the PIU should confirm with the winning bidder “during the contract negotiation” the required 
personnel and equipment for the construction contract; and (ii) minutes of such discussion should 
be prepared. 
 
42. However, the PIUs did not follow ADB’s advice as described below. 

 
(i) One of the PIUs did not conduct meetings with the winning bidders for five contracts. 

It claimed that the winning bidders provided the list of personnel and equipment after 
the contracts had been awarded.  The PIU however, failed to share the lists with the 
PPRR team.  
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(ii) Another PIU awarded two contracts to the same contractor, which proposed the 
same personnel and equipment for both contracts during bidding.  The PIU did not 
finalize with the contractor the allocation of personnel and equipment prior to the 
signing of the two contracts. The contractor submitted the revised list of personnel 
and equipment only when they requested the second mobilization advance. The PIU 
evaluated that proposed replacement personnel were not of the same qualification 
and experience as those originally proposed during bidding (also mentioned in para. 
51(i)). Mobilization of resources for both contracts was delayed and w as indicated 
in the project progress reports as a primary cause of delay in contract 
implementation (refer to related finding on contractual delays in paras. 53, and 71-
73).   

 
43. Failure to finalize contract implementation arrangements prior to contract signing led to 
issues during project implementation and may lead to possible ambiguities in case of disputes. 
Further, signing contracts without specifying the contractor’s key personnel: (i) risks delay in 
project implementation and possible quality issues; and (ii) diminishes fairness and integrity of 
the procurement process since there is deviation from the original bid requirements. 
 

b. Required information missing in the publication of contract award 
 
44. For 8 of the 12 sampled contracts (under three PIUs), only partial information was included 
in the publication of the contract awards: lot number, description of works, name of winning bidder, 
and awarded contract amount. The publication did not include the other required information: 
name of all bidders, offered bid prices, evaluated prices of each bid, bidders whose bids were 
rejected and the reasons for the rejection.15  
 
45. Incomplete publication of information on results of bidding diminishes the transparency of 
the procurement process, reduces the accountability over the use of project funds, and may cast 
doubt as to the fairness and integrity of the procurement process. 

 
46. Inadequate management of procurement records.  In three PIUs, the project records 
were not maintained in a systematic manner and were not easily retrievable.  For example, in one 
PIU, the records of bid opening were not attached to the BERs but were kept in a separate file, 
hence retrieval proved to be a challenge. 

 
47. Below are examples of documents some PIUs could not provide to the review team:   

(i) Original technical bids in civil works and financial proposals in consultant selection; 
(ii) Communication from ADB regarding its comments on procurement documents 

sent by the PIU; 
(iii) Minutes of meetings for opening of financial proposals and evaluation of financial 

proposals, ADB’s no-objection to contract negotiation agreements, notice to 
proceed; 

(iv) Communication regarding standard bidding documents sent to ADB for no-
objection; 

(v) Acknowledgment letter from Office of Auditor General for safekeeping of bidders’ 
price bids in a two-envelope bidding;  

(vi) List of personnel and equipment provided by contractor to the PIU after signing of 
contract; 

 
 
15  Publication of the Award of Contract,  Section 2.60 of the ADB Procurement Guidelines issued April 2015.  
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(vii) Records of replacement of project personnel and related communication 
exchanges between the PIU, contractor, and ADB;  

(viii) Withdrawal letter of a bidder; and 
(ix) Information on the publication of award of contract and notification to other 

unsuccessful shortlisted candidates. 
 
48. Failure to appropriately maintain records reduces the transparency and accountability in 
the procurement process.    
 

2. Financial Management 

49. The PPRR team noted medium risk observations during the review, summarized in Table 
5 below, with further details in succeeding paragraphs. 
 

Table 5: Financial Management Observations  
 

No. Observation Integrity Pillar 
Compromised 

Number of Contracts 
Affected in Respective 

Project Locations 
1 Contract clauses on mobilization advance 

not strictly followed 
Accountability and 

control 
PIU 2 - 3, 
PIU 3 - 1 

2 Errors in the calculation of cost price 
adjustment (CPA) 

Accountability and 
control 

PIU 2 - 2 
 

3 Consultants’ expenses reimbursable at 
actual cost but paid on a lump-sum basis  

Accountability and 
control 

PIU 1 - 1, 
PIU 2 - 1 
 

 
Medium-Risk Observations 
 
50.   Contract clauses on mobilization advance not strictly followed.  The contracts 
require that the contractor use advance payment “to pay for equipment, plant, materials and 
mobilization expenses required specifically for execution of the contract.”  Also, the release of the 
second installment of the mobilization advance should be made “after the completion of the 
contractor’s mobilization of all required resources to the site as agreed in the contract document.” 
There should be satisfactory evidence that the first installment of the mobilization advance had 
been used accordingly. 
 
51. For four contracts in two PIUs, the PIUs released the second installment of the mobilization 
advances to the contractors, while the contractors had not fully complied with contract conditions 
for their payment.  
 

(i) In three contracts, contractors failed to comply with the requirement to mobilize 
resources within the period indicated in the mobilization schedule. The contractor 
had not mobilized the agreed number of personnel and equipment to the project 
site. Further, the personnel mobilized by the contractor differed from those listed 
in the technical bid and contract agreement and were not of the same or better 
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qualification/experience.16 The PIU was not able to provide the PPRR team with 
documents justifying the decision to release the second advance.  
 

(ii) In another contract, the bank guarantee submitted to cover the second mobilization 
advance (NRs 14.06 million) expired in January 2018 but the PIU did not request 
its extension despite the fact that the recovery of the advance from the contractor 
continued until October 2018.  

 
52. For observation (a), the concerned PIU explained that some personnel and equipment 
were not really needed during the early stages of civil works, hence, the payments of the second 
mobilization advance were acceptable.  However, there were no provisions in the contracts for 
partial mobilization of resources as a pre-condition for the release of second mobilization 
advance. 
 
53. The fact that the contractors involved were not able to mobilize on schedule casts doubt 
on the appropriate usage of the first installment of the advance payment.  The inability of the 
contractors to meet the mobilization schedule contributed to implementation delays.17  This was 
corroborated by the supervision consultants,18 who reported unsatisfactory performance by the 
contractor for two of the three contracts cited in para. 51 (i). 
 
54. Errors in the calculation of cost price adjustment.  For two contracts in one PIU, 
contract provisions allow price adjustments for fluctuations in the cost of inputs, to be reflected in 
the interim payment certificates (IPC). The PPRR noted discrepancies between BOQs attached 
to IPCs and the calculations supporting the cost price adjustments (CPA).19 

 
55. The PPRR Team estimated the range of the possible error, based on the monthly CPA 
indices since the commencement of the contracts.20 Using the lowest and highest monthly CPAs 
during the period of January 2017 to February 2019, the PPRR team compared the lowest and 
highest price adjustment values with the actual adjustments made in the period, in both monetary 
values (NRs) and percentage.21 Calculations showed that the errors in payments made to the 
contractor for the two contracts would range as follows: 
 

(i) For one contract, from NRs 6.7 million overpayment (4.0%) to NRs 5.7 million 
underpayment (-4.6%);  

(ii) For the other contract, from NRs 7.3 million overpayment (3.9%) to NRs 6.1 million 
underpayment (-4.7%). 

 
56. Whether the discrepancies are in favor of the PIU or the contractor, will depend on the 
movements of the CPA index and the monthly pattern of the completion of works per reported 

 
 
16  The replacement personnel were deemed provisionally acceptable for 3 months by the PIU due to the urgency 

and necessity of key personnel at the project sites. 
17  The BTORs and Aide Memoire of the March-April 2017 review mission, August-October 2017 Midterm Review 

mission and the December 2018 review mission cited the delay in contractors’ mobilization of personnel and 
equipment as a primary cause of delay in project implementation alongside poor contract management.  

18  2018 Fourth Quarter Progress Report prepared by the construction supervision consultants. 
19  The actual effect of the discrepancies could not be determined during the PPRR mission because of the large 

volume of underlying information and non-availability of documents in the PIU’s central office. According to PIU 
officials, the documents are retained at the district offices of the PIU. 

20  The index is the National Wholesale Price Index: Overall Index as published by Nepal Rastra Bank. 
21  Last month covered in IPC 14, the latest IPC reviewed by the PPRR team for the two contracts.  The same 

contractor was awarded both contracts. 
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BOQ items containing the errors.  Hence, proper review of the price adjustments is important to 
ensure that payments to contractors are in accordance with the contract. 
 
57. Consultants’ expenses reimbursable at actual cost but paid on a lump-sum basis. 
In two consulting services contracts reviewed, the consulting firms and the PIUs did not follow the 
contract provisions. The PIUs should have paid the reimbursable expenses to the consulting firms 
at cost but instead paid them on a lump-sum basis without supporting documents. Total amount 
of unsupported expenses were NRs 45,299,900 and NRs 34,082,390. Such expenditures 
consisted of office rent and running cost, office operation and maintenance, office consumables, 
rental of vehicles, and communications.    

 
58. The PIUs paid the expenses from their respective imprest accounts, which ADB 
replenished through statement of expenditures procedure. The statement of expenditures 
procedure does not require submission of the supporting documents to ADB unless requested for 
review purposes. 

 
59. The PIUs indicated that it is a common understanding with the consulting firms that the 
contract provisions imply reimbursement on a lump-sum basis. This contradicts the contract 
provisions. The PIUs should ensure that consulting firms comply with contract provisions for the 
expenditures to be considered eligible project expenses.22 
 

3. Asset Management 

60. The PPRR engineer, with the representatives from the PIUs, inspected the ongoing and 
completed project outputs, which included three district and strategic roads and six school 
buildings. The engineer observed shortcomings that indicate that contractors, supervision 
consultants, and PIUs need to improve performance.   
 
61. The observations are summarized in Table 6.  

 
Table 6: Asset Management Observations  

 

No. Observation Integrity Pillar 
Compromised 

Number of Contracts 
Affected in Respective 

Project Locations 
1 Poor construction quality  Accountability and control PIU 1 -  5 

PIU 2 - 2 
PIU 3 - 1 

2 Design Issues Accountability and control PIU 1 -  5 
PIU 3 – 1 

3 Safety Issues Accountability and control PIU 1 -  5 
PIU 2 – 2 

4 Contractual Delays Accountability and control PIU 2 – 2 
5 Contract Management Issues Accountability and control PIU 1 -  5 

PIU 2 - 2 
PIU 3 – 1 

   
 

 
22  OAI discussed this observation with ADB’s Controller’s Department (CTL). In a disbursement training for the 

EAs/IAs in Nepal in August 2019, CTL covered the area of compliance with contractual provisions in relation to 
disbursements. CTL indicated that they will continue to include this in the 2020 trainings in Nepal. 
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High-Risk Observations   
 
62. Poor Construction Quality.  The PPRR engineer observed that the roads and school 
buildings have defective works and other quality issues as shown in Figures 1 and 2.  Observed 
quality issues included the following:   

 
a. Roads  

(i) Poor quality earthworks and road accessories including inadequate compaction 
resulting in erosion and deterioration of certain road sections (Figure 1.1); 

(ii) Insufficient drainage pipes in the retaining wall and insufficient backfilling (Figure 
1.2); 

(iii) Inappropriately constructed gabion walls and backfills risking collapse (Figure 1.3); 
(iv) Damaged/defective cross drainage and drainage works due to failure to backfill 

with appropriate materials (Figure 1.4); and 
(v) Poorly constructed stair steps. 

 
Figure 1: Examples of Roads Quality Issues 

                                           
Figure. 1.1. Eroding bituminous works Figure 1.2. Insufficient drainage pipes in the retaining wall 

  
Figure 1.3. Constructed gabion without proper 

support 
Figure 1.4. Damaged and non-operational drains 

 
b. School buildings  

(i) Improperly installed roofing sheets and trusses; 
(ii) Insufficient support from trusses to false ceilings caused cracked ceiling joints;  
(iii) Defective plumbing and unhygienic water access points (Figure 2.1); 
(iv) Poor electrical works (Figure 2.2);  
(v) Inferior fixtures and fittings in doors, windows and wash facilities (Figure 2.3); and  
(vi) Poor finishing (Figure 2.4). 
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Figure 2: Examples of School Buildings Quality Issues 

 

  
Figure 2.1. Defective plumbing pipes at same level of 

floor or drain  
Figure 2.2. Electrical wires lying without pipes or with 

insufficient pipes in trusses area 

  
 

Figure 2.3.  Substandard fittings and hinges 
 

Figure 2.4.  Poor quality of finishing 
 
63. The contracts require that contractors set up quality control laboratories at the project 
sites.  However, the PPRR engineer noted that the required laboratories were not established. 
The PIU explained that this was not feasible due to the site location. Only a few tests were 
conducted in the Kathmandu private laboratory due to the difficulties in transporting samples and 
conducting tests. As a result, the quality of materials used in the construction cannot be 
ascertained. 
 
64. The poor quality of works was mainly attributable to the following factors: (i) weak capacity 
of contractors as continuously noted in ADB monitoring reports (2017 to 2018);23 (ii) poor quantity 
and quality control over construction materials and fixtures; (iii) poor workmanship due to lack of 
qualified workers (e.g., trained masons); and (iv) fast pace of construction due to short contract 
duration (arising from the emergency nature of the project).24 These were coupled with weak 

 
 
23  Project progress reports and back-to-office reports of ADB project review missions 
24  Based on PPRR engineer’s assessment during site visits and Back-to-Office Reports from ADB review missions 

in March to April 2017, August to October 2017, February to  April 2018, and December 2018.  Please also refer 
to related finding on contract management in paras. 74 to 75. 
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project supervision where the supervision consultants should have detected compromised works 
and instruct the contractors to carry out corrective actions.  
 
65. Given the emergency nature of the project, 193 contracts were awarded and implemented 
within a limited period of time (December 2015 to 2019). However, the poor quality of outputs 
raises concerns about the longevity, disaster and climate resilience, and safety of the 
infrastructure.  
 
66. Poorly Designed Works.  The PPRR engineer noted poorly-executed and defective 
works that could be attributed to poor design as described below and shown in Figure 3. 

(i) A road was designed without considering the volume of traffic resulting to 
significant road settlement and damage (Figure 3.1); and 

(ii) Roof flashing was not provided in the designs of schools inspected (Figure 3.2).25  
 

Figure 3: Examples of Design Issues 
 

 
Figure 3.1.  Road settlement due to under-

designed road crust. 
Figure 3.2.  Roofing with no flashing at the edge 

 
67. Lack of adequate design leads to defective and poor-quality output.  Review of designs 
and  recommending and implementing necessary adjustments during project implementation are 
specified in the TORs of the supervision consultants for the cited projects (footnote 69).  
 
68. For the finding stated in para. 66 (i), the PIU explained that the traffic volume was low 
during the design and survey stage. Subsequently, because of the establishment of crusher 
equipment along the road and the development of quarry sites, the traffic volume increased. The 
PIU informed the PPRR team that it had instructed the contractor to add sub-base material to 
increase the thickness during the defects liability period in road section with increased traffic 
volume. 
 
69. Safety Issues.   The PPRR engineer noted poor safety practices on site as described 
below and as shown in Figure 4:  

a. absence of caution boards, safety ribbons and traffic diversion pillars for traffic 
safety; safety pillars not painted in one road section (Figure 4.1); 

b. limited safety gear for workers and staff (Figure 4.2);  
 

 
25  Based on PPRR engineer’s review of project drawing for school buildings. For the projects of the PIU under EEAP, 

international and national consultants engaged by ADB have developed design types for various category of 
schools.  Among the tasks of design and supervision consultants is the adjustment of the said design types to suit 
the site conditions.      
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c. lacking or insufficient fire safety equipment; and  
d. site cleared/excavated materials were dumped on the roadside and had not been 

removed for some time, creating traffic hazards  and even causing damage to the 
allied structure. 

 
Figure 4: Examples of Safety Issues 

 

  
Figure 4.1. Unpainted safety pillars and  

incomplete stone paving 
Figure 4.2. Workers without complete safety gear 

 
70. Any incidents caused by such safety hazards may result in harm or loss of lives to people 
and may result in legal and reputational risks to the government and to ADB. 
 
71. Contractual Delays.  The PPRR engineer noted a 5-month construction delay on two civil 
works contracts,26 which was due to the contractor’s weak capacity to undertake the subprojects. 
At the time of procurement, the contractors proposed the same set of personnel and equipment. 
The BER therefore indicated that personnel and equipment for the two contracts should be 
finalized at the time of contract signing. This was not done, leading to delayed and incomplete 
mobilization of personnel and equipment to site and significant delays in construction works (refer 
to related procurement finding in paras. 41-43 and financial management finding in paras. 50-
53).27 
  
72. The PPRR engineer noted that work was very slow, particularly in one of the two road 
sections.  For this contract, there was a significant deviation between the resources mobilized at 
site and the work plan.  The agreed revised work plan indicated that 11 types of equipment should 

 
 
26  As of the time of PPRR.  Source:  Progress report MPR No. 32 for February 2019.  The contracts that commenced 

in January 2017 had an original completion date of 11 January 2019 but had been extended until 22 June 2019. 
27  The 2018 fourth quarter progress report and the BTORs of ADB project review missions had consistently 

mentioned that the contractor delays, despite series of reminders, in mobilization of key personnel and 
equipment to site were among the primary reasons in construction  delays. 
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be at the site at all times.28  However during the site visit, only four types of equipment were 
deployed at the site.29  Also, only 20 to 30 workers were seen to be working compared to the 47 
workers agreed in the work plan.    

 
73. Though there was progress at the road section under the second contract, more needs to 
be done to improve the progress and quality of work. 

 
74. Contract Management Issues.  The PPRR engineer noted the following weaknesses in 
contract monitoring and supervision: 

 
a. Road civil works contracts 

 
(i) For seven contracts, the PPRR engineer observed poor contract 

management practices. The supervision consultants did not prepare site 
visit or inspection reports nor issue instructions resolution records. Results 
of site visits were not well-documented. The lack of adequate on-site 
project supervision contributed to nonconformities and poor-quality 
outputs. This situation rendered the consultants noncompliant with their 
respective terms of reference.30 With inadequate reporting, PIUs are not 
maximizing the use of the PMIS which could have provided useful 
information to pinpoint areas needing attention.  

 
(ii) For one contract, although there were still pending works (road fixtures, 

stone paving, painting of safety pillars, and bio-engineering works), 
construction was reported as 100% completed and a certificate of 
completion was issued. The defects liability period was already in effect. 
Pending works were at risk of not being completed at the time when defects 
liability period expires.  

 
b. School building civil works contracts. The PPRR engineer observed that there was 

lack of supervision in the project sites, which contributed to observed non-
conformities and poor-quality outputs. Also, the inspection conducted by experts, 
engineers, and team leaders were not well-documented in the site register. 

  
75. Weak contract management and inadequate supervision result in poor quality works that 
may lead to implementation delays, cost overruns and delayed benefits to the beneficiaries. ADB-
NRM had also repeatedly cited the need to improve contract management, contract supervision 
by the PIUs and supervision consultants.31  
 

 
 
28  Because of the implementation delays, the PIU and the contractor agreed on a revised work plan to ensure the 

timely completion of works. The revised work plan indicates that these equipment (and indicated number) should 
be at the site at all times:  tractor (2), excavator (2), tipper (20), excavator breaker (1), mixture machine (3), 
vibrator needle (5), motor grader (1), vibrating roller (1), pneumatic roller (1), water tankler (1), and backhole 
loader (1). 

29  Even these were noted to be under-deployed. 
30  The design/supervision consultants’ TORs indicate, among others, that they (i) inspect and supervise the day to 

day operations and activities of the contractor to ensure quality of workmanship and compliance with the contract; 
(ii) monitor progress of works against workplan and advise on measures to be taken to improve progress and 
quality; and (iii) prepare supervision reports on work carried out by contractor, highlight problems/issues and 
propose recommendations. 

31  BTORs of ADB NRM project team review missions fielded in 2017 and 2018. 
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III. RECOMMENDATIONS 

 
76. To improve the quality of procurement, financial management and asset management 
under current and future projects, the PPRR team recommends that 
 

1. The PIUs issue instructions, addressing the weaknesses noted by the PPRR, to their 
respective bid evaluation committees (BEC), staff and supervision consultants for their 
guidance and implementation when performing tasks related to bid evaluation, 
contracting process, processing of payments to contractors and consultants, contract 
variation preparation and project supervision (details of recommendations to the PIUs 
in Appendix A). Specifically, 
 
a. The BECs should strictly follow the prescribed sequence of bid evaluation steps, 

the  evaluation criteria in the assessment of bidders’ financial capacity and should 
carefully review bid forms. 
 

b. The PIU staff should: 
(i) exercise due care in reviewing the bidding documents; 
(ii) require bidders’ representatives to sign bid opening records and share the 

bid opening records to all bidders; 
(iii) confirm contractor resources prior to contract signing; 
(iv) provide all ADB-required information during publication of contract awards; 
(v) implement contract provisions on mobilization advance; 
(vi) provide sufficient justification for contract variations;  
(vii) comply with contract provisions on processing of contractors/consultants’ 

claims; and 
(viii) improve management of procurement records.  
 

c. The PIU staff and supervision consultants should assess observed works quality 
and safety issues and require contractors to rectify the same prior to issuance of 
certificate of completion or release of final payment/retention money. 
 

d. The PIUs should require supervision consultants to consistently document 
inspection and site visits, instructions issued and corresponding follow-up actions 
and integrate these reports in the existing project management information system.  

 
e. PIUs should take measures to implement effective processes across procurement, 

financial management, and project supervison and to transfer knowledge from 
consultants to the IA/PIU. 

 
2. SARD and NRM perform the following: 

 
a. During the review of the contract packages received from the PIUs, determine 

if all relevant aspects of implementation arrangements are adequately 
addressed and cleared. In cases where open issues are identified, prompt the 
PIU for action and monitor resolution (paras. 41-43). 
 

b. In collaboration with PPFD, conduct tailor-made and hands-on trainings on 
evaluation of bidders’ financial capacity, focusing on gray areas and those 
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areas where weaknesses were noted among the PIUs.  These areas should 
include (i) calculation of the annual average construction turnover; (ii) 
composition of current contract commitments; (iii) acceptability of credit lines; 
and (iv) relevant bidders’ financial indicators based on previous years’ financial 
performance.  Corresponding written guidance covering these areas should be 
issued to the PIUs for their reference (paras. 15-31). 
 

c. In cooperation with PPFD and Controller’s Department, include in the 
procurement and disbursement trainings with the IAs/PIUs, the clarification of 
contract provisions (e.g., expenses reimbursable at cost vs. expenses paid 
lumpsum) to avoid future misunderstanding (paras. 57-59).32 

 
d. Determine whether the PIUs are applying the learnings from procurement 

trainings by periodically requesting PIUs (on selective basis) to provide the 
complete set of documents for a bidding process and reviewing them to 
determine if there are improvements in the way procurement process is carried 
out. 

 
e. For the current and future projects, conduct financial management 

assessments (updates) on NRA and PIUs, to confirm whether they have 
capability to handle the advance fund and statement of expenditures 
procedures with respect to payments to consultants. Depending on the results 
of the assessments, recommend mitigating measures to address such issues 
and coordinate with ADB Controller’s Department on the appropriateness of 
using the statement of expenditures procedure. 
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32  Refer to Footnote 64 for action taken by CTL. 



APPENDIX A 

Detailed Recommendations to PIUs 
 
 
To improve the quality of procurement, financial management, and asset management under 
current and future projects, the PPRR team recommends that the PIUs, as applicable 
 
1. Issue a list of instructions/reminders on the following to their respective BECs, for their 

guidance and implementation during bid evaluation: 
 

a. Carefully review bid forms for consistency with supporting documents (e.g., 
audited financial statements), correct arithmetical errors and seek clarifications 
from bidders for any discrepancies and/or deficiencies noted. All clarifications 
requested should be disclosed in the BER (paras. 20, 21-22, 26-27, 28); 

 
b. Strictly follow the prescribed evaluation and qualification criteria in the assessment 

of bidders’ financial capacity and ensure careful review of evaluation for errors and 
omissions, before concluding on the evaluation results (paras. 15-31); 

 
c. Strictly follow the sequence of steps for the evaluation of bids as provided in the 

bidding documents (paras. 36-38);   
 
2. Issue a list of instructions/reminders on the following to their respective procurement staff, 

for their guidance and implementation during the procurement process: 
 

a. Instruct all bidders’ representatives and PIU staff attending the bid opening to sign the 
bid opening record and promptly circulate the bid opening record to all bidders who 
submitted bids on time (paras. 34-35); 

 
b. Exercise due care in the review of bidding documents so that all changes agreed with 

ADB-NRM are properly incorporated in the final version of the documents (para. 39);  
 
c. When instructed by NRM, always conduct discussion meetings with winning bidders 

prior to contract signing to confirm understanding of obligations and responsibilities 
under the contract including those concerning personnel and equipment to be provided 
by the winning bidder (paras. 41-43); 

 
d. Document all discussions/communications and agreements made with the winning 

bidder during the pre-contract meeting and all changes made thereafter and have such 
documentation annexed to the contract and maintained in project records (paras. 41-
43); 

 
e. Include the full information required per ADB Procurement Guidelines in the 

publication of contract award (paras. 44-45);  
 

3. In consultation with the Procurement Specialist at ADB-NRM, prepare the template for the 
publication of contract award, which will include the information required by the ADB 
Procurement Guidelines, to be consistently used in all future contracts (paras. 44-45). 

 
4. Implement contract provisions on mobilization advance; in exceptional circumstances 

where payment decisions are not in accordance with the contract terms, document the 
corresponding justification/s (paras. 50-53);  
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5. For ongoing and future contracts, monitor the continuing validity of applicable mobilization 

advance security until full recovery of the advance from the contractor (para. 51(ii));  
 
6. Properly document the reasons/justifications for contract variation in the variation order 

and attach the relevant supporting documents (paras. 32-33);     
 
7. Improve management of procurement records by (paras. 46-48): 

a. Establishing a central filing system for project-related documents; 
b. Designating an officer or staff who would be accountable for the safekeeping and 

maintenance of project-related documents; 
c. Developing a system of filing the project-related documents that would facilitate 

retrieval; and 
d. Retaining the documents following the ADB document retention policy as indicated 

in the Project Agreement.    
 
8. Require supervision consultants to resolve the discrepancies in the Cost Price Adjustment 

calculations to determine the effects on payments made to the contractor and correct any 
over- or under-payment (paras. 54-56);  

 
9. Issue instructions to relevant PIU staff to carefully and diligently review contract billings to 

ensure (a) correctness/ reasonableness including that of any cost-price adjustments; (b) 
that payment claims are in accordance with contract and are adequately supported by 
relevant documents (paras. 54-56);     

 
10. Take measures to correct the noncompliance with contract provisions on reimbursement 

of expenses at cost by: (i) obtaining all supporting documents from the consultant for the 
amounts claimed; and/or (ii) adjusting the payments to the consultant based on documents 
supporting actual costs incurred. Otherwise, subject to ADB approval, agree with the 
consulting firms on revising the contract to reflect the lumpsum approach as the basis for 
payments (paras. 57-59).   
 

11. Address construction works design and quality issues by requiring supervision consultants 
to:   
 
a. Assess whether: (a) the construction works are carried out strictly per approved 

design and the BOQ; and (b) there is sufficient quality control over materials and 
execution of works (paras. 62-65); and 

 
b. Explore the deficiencies cited in the PPRR engineer’s observations and require the 

contractors to rectify (e.g., repair damaged sections/structures; replace poor 
quality fixtures, modifications to ensure compliance with standards) the same prior 
to issuance of the certificate of completion or release of final payment/retention 
money, as applicable (paras. 62-65).   

 
12. Implement the following measures to minimize/avoid future construction design and 

quality issues:  
 

a. Provide the approved designs prior to the start of construction and include in 
regular reporting the confirmation (through PIU staff or designated supervision 
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consultants) that construction is carried out in accordance with the approved 
design and that any deviations are rectified accordingly (paras. 66-68);      

 
b. Provide the contractors reference standards and specifications to govern the 

quality aspects that are not detailed in the design (paras. 66-68);    
 
c. Include as performance evaluation indicators of design/supervision consultant s 

their ability to recommend and/or carry out necessary adjustments in designs to 
suit site conditions/requirements and ensure quality outputs (paras. 66-68);   

 
13. Implement the following measures through the supervision consultants to 

improve/strengthen current and future contract management: 
 

a. Closely monitor the project implementation progress to ensure that the contractors 
comply with the agreed work plan and take effective measures to meet the 
completion date (paras. 71-73);  

 
b. Document all inspection visits in the progress reports, indicating issues and/or 

nonconformities, recommended actions and in subsequent follow-up, the actual 
actions taken (paras. 71-73, 74-75);  

 
c. Require the contractor to deploy more resources, as necessary, should delays be 

encountered (paras. 71-73); 
 

d. Impose liquidated damages to the contractor, within contract provisions, should 
implementation delays continue to be incurred due to contractor’s shortcomings 
(paras. 71-73);  

 
e. Properly plan visits/inspections by construction supervision consultants to project 

sites to ensure no subprojects are left without project supervision (paras. 74-75);  
 
f. Incorporate in existing project management information system the documentation 

of the following: (i) results of inspection/site visits; (ii) instructions issued at site; 
(iii) follow-up actions on implementation of instructions issued; (iv) corrective works 
undertaken and corresponding verification of such works by appropriate personnel 
(paras. 74-75); 

 
g. Instruct construction supervision consultants to carry out surprise site inspections 

(paras. 74-75);  
 
h. Include in supervision consultants’ regular monitoring report the contractors’ 

compliance to agreed safety measures. Non-compliance by the contractor should 
be penalized, in line with the contract conditions (paras. 69-70);  

 
i. For the contractor cited in para. 74 a. (ii), (i) ensure that the contractor completes 

all pending works via joint inspection; (ii) extend the defects liability period as 
necessary, and/or (iii) withhold retention money until all necessary works are 
completed. 
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