


Financial Management 
in Project Processing and 
Implementation 

0 

o=• 



Addressing Remaining 
Poverty and Reducing 

Inequalities

Accelerating Progress 
in Gender Equality

Projects’ financial management

Public financial management



The overall arrangement for planning, directing, monitoring, 
organizing, and controlling of financial resources
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Common areas 
needing improvement

Source: FMiD, August 2022 and eOps, June 2022
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Good practice

https://www.freepik.com/premium-vector/digital-analytics-big-data-analysis-data-science-market-research_19303493.htm#query=analysis&position=5&from_view=search




Assesses FM systems and capacity of executing and implementing 
agencies (EA/IA) in the areas of planning and budgeting, management 
and financial accounting, reporting, auditing, and internal control. 
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Timing of PMU establishment and staffing remains 
critical FM readiness factor
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Applicability and adaptability of information systems remains one of the 
key gaps identified during Financial Management Assessments (FMAs)
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SAI = Supreme Audit Institution
Note: i) Excludes Myanmar, ii) % is based on number of submission, iii) Indonesia and Lao PDR projects are 
audited by both Private and SAI
Source: FMID, September 2022
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Audit Framework

• Report in accordance with 
acceptable auditing 
standards

• Clearly state the financial 
reporting framework and 
auditing standards

• Use of appropriate phrase 
in issuing opinion

Use of Appropriate 
Format

• Title and Addressee

• Identification of FS audited

• Management 
responsibility

• Auditor responsibility

• Expression of opinion

• Auditor signature

• Audit report date

Complete

• Reasonable assurance on 
financial statements

• Reasonable assurance on 
use of loan proceeds and 
compliance with financial 
covenants

• Management letter on 
internal control



Preparation of Project FS and Management Representation Letter

Independent audit of Project FS

Issuance of audit opinions and management letter

Submission of APFS, auditors’ opinions, and management letter to ADBa

Calculation of financial covenants

Preparation of auditors’ TOR

Agree on the timeline, including submission timing to ADB

Activities Borrower Auditors



Areas for Improvement
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Source: FMiD, August 2022



89% 94% 91%
73% 87%

77% 72%

APFS Timeliness APFS Nature of
Opinion

Opinion on use of
loan proceeds

APFS Mgmt Letter AEFS Timeliness AEFS Nature of
Opinion

Financial
Covenants

% of Target Met
Excludes Myanmar
Source: FMiD, August 2022



✓ Assignment of FM staff to the project

✓ Mapping of project cost categories to 
chart of accounts 

✓ Adjustment of accounting and reporting 
systems

✓ Agreement with auditor on the timeline 
reflected in TOR

✓ AEFS submission due dates and 
approval authority

Excludes Myanmar
Source: FMiD, August 2022
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✓ Reasonable assurance opinions only

✓ Requirements properly documented and 
understood

✓ Audit report format and wording of opinions 
aligned with auditing standards

✓ No misstatements and inconsistencies in 
submission
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Strengthening of Internal Control

✓ Monitoring of inefficiencies noted in 
Management Letter

✓ Discussion and timely response to weaknesses 
identified by auditor’s 

✓ Timely implementation of auditor’s 
recommendations
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Financial Sustainability

✓ Alignment with legal agreement requirements

✓ Reasonable assurance opinion on compliance with 
financial covenants

✓ Findings and issues raised by auditors addressed 
timely

✓ Compliance with financial covenants impacted by 
entity’s financial performance

✓ ADB support can be considered to improve financial 
sustainability

Excludes Myanmar
Source: FMiD, August 2022
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Physical Project 
Activities to be 

Completed
Final Payments 

for eligible 
expenditures

Winding up Period

Refund to 
ADB

Final APFS Submitted

6 months 4 months 2 months

Final 
Expenditures 

Incurred

Delivery of goods or 
services by Loan 

Closing Date

Project 
Completion 

Date

Financial 
Closing

Date

Loan 
Closing 

Date



✓ Conclusion on FM risk 
and mitigating measures

✓ Financial sustainability of 
achieved outcomes




