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Presenter
Presentation Notes
Imagine you’re on board a very huge ship travelling over the Atlantic Ocean from England to New York. And while you’re on board this huge ship, having a good time with your friends Jack and Rose, You see the tip of the iceberg.

When we equate this to ADB Project, we see it as a “red flag” – or a symptom,

Red flag is an indicator of a bigger problem because that often hide underneath the iceberg; which are the root of problems we often fail to see.

So translating it into our projects, we see the iceberg is the “poor quality” output.

If we look deep and thorough enough, we can see that underneath is the bigger problem which caused the poor quality output because it is only the tip of the iceberg that you are seeing. There was failure to deliver the desired output because:
  there is lack of experience and capacity on the part of the vendors/contractors/consultants
  there were a number of misrepresentations on the bid submissions that were not seen by the evaluation committee 
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Focused on preventing and projects
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effectiveness of ADB’s ADB-funded projects,
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Presenter
Presentation Notes
Our project procurement-related reviews cover:
  the assessment of the EA’s capacity to implement the Project
  the areas of procurement (from bid preparation to advertisement, receiving and opening of bids, evaluation, and contract awards), then we check 
  the execution of the contract whether goods/works/services are delivered as specified and at an appropriate location; and link these with 
  review of financial management/disbursement (to assess whether disbursements were as per progress of contract implementation – includes invoicing, certification of works, authorizations, etc.)

Based on 43 PPRRs OAI has completed as of 31 December 2012 across 21 DMCs, most findings occur in procurement across all sectors, followed by internal control weaknesses, substandard quality of works/goods, and financial management concerns. PPRR reports include findings and recommendations from the (a) assessment of EA’s internal controls, (b) procurement review, (c) financial management review, and (d) asset inspection.   

OAI shared these checklists through ADB in-house training courses for facilitating smooth project administration and implementation for staff at the ADB headquarters and resident missions.  The operations colleagues who used these checklists during inception/review missions indicated that the tool kits are practical and have enabled them to identify gaps in their project implementation.  These tool kits have also been shared and used by other international financial institutions upon request. 
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Notes to Financial Statements

NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

;‘:’(4) As of December 31, 2008, the Company is the defendant in 47 lawsuits involving claims of ¥/42,300 million.
The outcome of the lawsuits cannot presently be determined.

(3) The Company maintains escrow accounts of W114,035 million under its name based on the operation
agreements with customers in certain construction contracts. The Company did not record these escrow accounts
in its books but maintains as memo accounts reflecting economic substance in which the ownership belongs to

:(4) As of December 31, 2008, the Company is the defendant in 47 lawsuits involving claims of ¥42,300 million.

The outcome of the lawsuits cannot presently be determined.

(1) Forward contract
The Company has entered into forward contracts with financial institutions to hedge against the risk of fluctuation of
foreign currency risk. The forward contracts as of December 31, 2008 are as follows (Won in thousands):

Description Contract amounts Exchange rate Fair value
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Presentation Notes
However, based on the Financial statements submitted by the bidder, it was a defendant in 47 lawsuits in 2008, involving claims of W42,300 million.




Notes to Financial Statements

24. COMMITMENTS AN

(1) The Company has provided 7 blank checks, 14 blank notes and 9 notes amounting to ¥ 101,813 million as
collaterals to third parties, and 1 check amounting to ¥2,500 million to Korea Housing Guarantee Co., Ltd. in
connection with its outstanding borrowings and other contracts as of December 31, 2007.

(4) As of December 31, 2007, the Company is the plaintiff in 33 lawsuits involving claims of W 44,700 million and
is the defendant in 29 lawsuits involving claims of ¥36,400 million. The outcome of the lawsuits cannot
presently be determined.

(4) As of December 31, 2007, the Company is the plaintiff in 33 lawsuits involving claims of W 44,700 million and
is the defendant in 29 lawsuits involving claims of ¥36,400 million. The outcome of the lawsuits cannot
presently be determined.

25. FINANCIAL DERIVATIVE INSTRUMENTS:

The Company has entered into forward contracts with financial institutions to hedge against the risk of flucmation of
foreign currency risk. The forward contracts as of December 31, 2007 are as follows:

Description Contract amounts Description Contract amounts
Forward Sell US$ 58,299,000 Forward Buy Uus s 10,798,000
: IPY - JPY 3,236,070,413
EUR 19,890,000 EUR -

Forward contracts are stated at fair value and the gain on translation of ¥ 1,211,879 thousand and loss on translaticn
of ¥ 2,605,581 thousand is reflected in current operations.

26. SUPPLEMENTARY INFORMATION FOR COMPUTATION OF VALUE ADDED:

The accounts and amounts needed for calculation of value added in 2007 and 2006 are as follows (Won in
thousands)-
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Presentation Notes
…and was a plaintiff in 33 lawsuits and defendant in 29 lawsuits indicated in its 2007 Financial Statements.

In this case, the bid evaluation report indicated that the bidder was compliant to the pending litigation requirement.



Company 1

Financial Situation

Each Applicant or member of 2 JV must fill in this form

Financial Data for Previous 3 Years [USS Equivalent]

S

Smitted Financial Statements

Company 2

Lach Applicant or member ol a JV must fill in this form

Financial Situation

Financial Data for Previous 3 Years [USS Equivalent]

2008 l 2007 | 2006 2008 2007 . 2006
Information from Balance Sheet Information from Balance Sheet -

[Total Assets 770,121 | [Total Asscls 770,121 764,713 650,438
Total Liabilities 4243 Tolal Liabilities 4,243 4,802 5,460
Net Worth 765,879 Net Worth . 765,879 759,911 643,978
Current Assets Current Assels 727,733 696,104 | 611,861
Current Liabilities Current Liabilities 4,243 4,02 6,460
Total Debt Total Debt - . - .
Receivables c = Cm Receivables - - . .
Inventories in Hand 228,384 82,627 - 66,061 . Inventories in Hand 228,384 82,627 66,061

Information from income statement Information from income statement .
Total Revenues / Sales ‘ 1,631,882 2,065,802 2,599,331 Total Revenues / Sales 1,631,862 2,065,802 2,599,331
Profit Before Taxes 145,261 180,821 244311 Profit Before Taxes 145,261 180,821 244311
Profit After Taxes 94,420 117,533 145432 Profit After Taxes 94,420 117,533 145,432
Interest Charges Paid 942 1,393 2,029 Interest Charges Paid 942 1,393 2,029
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Financial Situ2  Financial Situs Financial Situa:  Financial Situatior Financial Situation

Fach Applicant or member ofa JV must fillin this form — must fill inthisform  must fill inthis form ~/ must fill in this form " must fill in this form

[Company 1| Company2 [ Company | ~ Company JNNE VT SR

Financial Data for Finanlcial-ﬁg;ta for!  Financlal Data for} Financial Data for Previ Financial Data for Previous 3 Years [USSE
2008 2008 2008 2008 2 2008 2007
Information from Balan 1uformation from Balan fnformation from Balanc Information from Balance Sh Information from Balanec Sheet

Total Revenues / Sales

Total Assets 770,121 | 770,121 2,294,603 49,184,427 59,103,751 | 81,438,416
Total | iabilities 4,243 4243 1,019,599 40,099,730 45,051,372 65,.503.374
Net Worth 765,879 765,879 1.275,004 9,084,697 14,052,380 | 14,935,043
Current Assets 721,133 721,733 T 52:797 41,299,671 54,255,648
Current Liabilities 4243 4243 T I 26,944,515 50,935,671

ol Debt : - T 14,355,156 16,284,147 014798
Receivables - . 1158:642 3,661,130 8,360,372 14,154,164 ) _
Inventories in Hand 228_,_?@4 228,384 '525 | 23,321,626 32,848,563

1,631,882 | 1,631,882 | 249,766,938 130,760,277
sy ,643 bt
Profi Before Taxes 145,261 145,261 UL 241316; 428 5,407,009 2,826,011
Profit Afier Taxes 94,420 94.420 141,20 _ — 3,541,305 1,879,861
_ - 2 3,007,890 L
Interest Charges Paid 942 949 .100,395 — 1,698,925 1,060,756
4,60 48] ’ I
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Presentation Notes
Now let’s take another example.  This is a JV bidder involving 4 companies.

For a JV submission, the JV F/S should  be the sum of submissions by Companies 1 to 4.  What do you notice?

The total of JV FS do not equal to the sum of the 4 companies comprising the JV. 


Total liabilities
also include

Ibmitted Financial Forms

For Financial Capacity:

Re-compute, venfy, and
documentthe following for

all bidders:

s Turmover
o NetWorth
« Working Capital

Incorrect Net Worth calculated in FIN 1

Total Assets =
Total liabilities

IR as per the FIN-
the amount of | & ettt P
: : TRy 1 Form
Equity capital } Each Applicant or member of a JV must fllin this form iy
\ Sy
" Mﬂ-‘ﬂ‘ Year 2: (2008) Year 1: .’-hm S E
s i | m : o '.".-
Total i B
Phlinerd 123857073 3,745 TT.14 1H.H1.I'I'I-TI| 2,868,094.28 1B0,174,500.84 3
b 18T | 274874704 1290012007 | 2,868,604.28 160,174,500, |
Not Worth 8,048,688.75 178,859.71 50468675 | | 47888071
|
b TR 8 1.728.472.08 110,818373.04 | | 2462,630.51
I.huwu- BBOEET10.80 1,812,593.57 B1,650,874.04 2,038,886.09
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Common Financial
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Presentation Notes
Weak financial management system
Poor recording and bookkeeping of financial documents
Inadequate management of different project accounts
Acceptance of unverified, irregular or falsified supporting documents 
Delays in payments 
Poor quality of audit services
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