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Manag ment Audit Circular N . 05 

All 	 secretaries of Ministries and Heads of Departm ents 

Guidelines for Internal Audit to Projects Funded by 
Foreign or Local Funds. 

TIle way of the Internal Auditor is to assist th Chief Accounting Officer I 
Accounting Officer to fu lfi ll their resp nsibility on completion of d velopment projects in 
time and in good manner, by using the public resources provided effectively, efficiently 
and economically, spelt out in the Financial Regulation 133(1 ) a (i1 ) as follows. 

"To assist the Accounting Officer and the Progress IMonitoring Committee, in 
ascertaining the progress made on dev lopment works, projects and schemes, and in the 
fulfil lment of the plans and programmes laid down for or undertaken by the department" 

Once the fund pro ided under the foreign funding are not utilized fu lly, it will be 
an additional burden to the consolidated fund. Proper financial management and effective 
performance of project activities will help to avoid this type of lapses. Effective internal 
auditing can make a good contribution towards the above . This set of guide- lines is 
aimed to identify important auditable aspects of a project , relevant documents and 
circular instructions in regard to projects and introduce a questionnaire fomlUlated based 
on financial regulations and circular instructions relevant to the utilization of fore ign funds. 
(The internal audit questionnaire is attached to this as 1,2and3) 

2. Main activities of a project to be focused by the internal auditor. 

l. 	 Whether the project is implemented according to the agreed work plan or any 
problem encountered in its implementation; 

2. 	 W11ether the required project staff and other fac ilities are provided; 
3. 	 Controls to ensure that technical specifications are complied with; 
4. 	 Supervision by consul tants to ensure the c mphance with their responsibilities ; 
5. 	 To ensure that procurements confirm to the requirements of the government and the 

donor; 
6. 	 Disbursement procedure agreed with the donor has been complied with and 

guide lines rela ting to the withdrawal of funds have been adhered to; 
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7. 	 Construction of civil works, installation of equipment and supply of other goods & 
services are in accordance with the accepted standards and as per the contract 
agre ment; 

8. 	 Availabi lity of budgetary provision and sufficient liquidity; 
9. 	 Complied with agreed conditions and covenants in the fmanc ing agreement; 
10. To ensure that the government assurances and obligations are fulfilled; 
11. Reallocation of funds among categories and components and requ irement of 

additional funds; 
12. Change of scope and additional work; 
13. Extension of the project period; 
14. Commissioning procedures, categories of operation and maintenance, instructions 

and completion of administrative requirements such as issuance of completion 
certificates, warranty certificates, insurance and claims releases, handing over of 
assets etc. have been foHowed. 

3. Important documents in project internal auditing. 

After obtaining the proper approval, proj ct documents should be signed by 
rele ant parties . Understanding of project documents is highly essential for project 
internal auditing. Some of these document are as follows . 

3.1 Loan Agreement 

Following important provisions are included in a loan agreement among others. 
Definition of the lender and borrower, loan amount and the name of the project, 
obligations, covenants, assurances of the lender and the borrower, objectives of the 
project, loan components, categories and items, financial plan, use of loan funds & 
disbursement procedures, extent of donor assistance and funding arrangements. 
loan effectivenes and project period ,d legation of authority , execution of the 
project, withdrawal of loan pr ceeds, amortization schedule, procurement 
procedures, sub loans if any and closing of the loan. 

3.2 Grant agreement. 

Following important provisions are included among others in the grant agreement. 
Name of the donor and its coordinating agency, recipient and the implementing 
agency, grant amount, scope & objectives of the project, corporation, representation 
& administration procedures between the donor and the recipient, contributions & 
obligation of the donor nd recipient, procurement procedures, disbursement 
procedures, reporting requirements, project procurement, evaluation, disputes 
resolving, proj ect summary as an annex, formats fo r reporting as an annex and 
financing plan . 

3.3 Subsidiary Financing Agreement 

In the case, the implementing agency is a pub1ic enterprise or a statutory board 
the govenunent should enter a subsidiary finance agreement with the particular 
entity. Under such circumstance the loan obtained by the government should be re
lent to the Implementing Agency and at the same time government should open a 
sub loan account under the name of the implementing agency. According to the 
agreement, the borrowing institution should pay a rate of interest as agreed to the 
Department of Treasury Operation, for the balance to be withdrawn from the loan 
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account. The loan amount also should be settled on agreed dates after the elapse of 
any grace period to the government under the subsidiary financ ing agreement. If 
there is any delay in paying the loan amount or interest a demurrage has to be paid 
under the agreement. In addition to these preliminary conditions, project 
implementing standards, and the commencement and closing dates etc . should be 
included in this agreement. Comprehensive understanding about the agreement is 
useful for proj ct internal aUdi ting. 

3.4 	 Guidelines and Manuals issued by the International Financing 
Institutions and Donor Agencies. 

The International Financ ing institutions issue their own guide lines and these 
guidelines indicate their policies on foreign aid, instructions, practices and 
procedures, disbursement procedures and required internal controls to be applied fOT 
efficient project management. Further more development policies, guidance on loan 
fund withdrawals , direct payments, commitment procedure, reimbursement 
procedure, imprest account procedu re, development fi nancing loan procedure, 
project loan and assistance for emergen ies are also described. In addition to that, 
general matter like simplified systems for loan fund releasing like Statement of 
Expenditure Procedure (SOE),Force Account Procedure and Simultaneous 
Application for Sub Loan Approval and Withdrawal Procedure (SAW) and sound 
financial management to be experienced should also be indicated. 

3.5 Project Procurement 

Efficiency of the procurement procedure contributes considerable part [or the 
perfonnance of the project. The Procurement Guidelines - 2006 and Procurement 
manual of the government are the main controlling ann of the public sector 
procurement in Sri Lanka. All the circulars had been issued prior to that on the 
subject of procurement are superseded by the above guidelines. According to the 
government procurement guideline 1.3.2, what ever the source of finance, these 
guidelines must come in to effect because this has been fonnulated after having 
discussions with the financing agencies and international financing institutions . 
However the procurement guideline 1.3.3 states that if the financig agency or 
international financing institution specifi ally mentions to follow thei r p rocurement 
guidelines such should be followed where ever possible . If there is any conflict 
betwe n two guidelines financ ing agency 's guidelines shall prevail. According to 
the procurement guideline 3.2 .3 under a foreign funded project bids can b invited 
locally with the consent of the financing agen y, if the following conditions are 
fulfilled. 

• 	 Foreign bidders should be allowed to compete under equal conditions w ith the local 
bidders . 

• 	 Should not be given any special privilege to the government institutions or 
approved societies and 

• 	 Registration of the Insti tute of Construction Training And D evelopment (leTAD) 
W ith the above deviations government procurement guidelines are the main 
framework to guide the project procurement. 
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3.6 Project Staff Management. 

Subject to the fo llowing condition s provisions of Treasury Manag ment service 
Circulars No. 33 dated 05 .04.2007 and 33(1) dated 20.12.2007 are applicable to 
project taff management. 

I. 	 It must be a project, evaluated by the National Planning Department, 
approved by the Cabinet, provisions have been made by the Department of 
National Budget with concurrence of the Department of External 
Resources and stalI requirements approved by the Department of 
Management Services. 

ii . 	Project period should not be less than two years. 
ii i. If the project is funded by fore ign aid 

a. 	 Foreign aid component should not be less than 50% 
b. 	 Financ-ing agency or international financing institution should enter an 

agreement w-ith the Government of Sri Lanka through the Department of 
external resources and there should be a exclusive nam e for the project 
given in the agreement. 

c. 	 Total cost of the project should not be less than U.S. $ 5.0 million. 

IV. 	 If the project funded by local funds, the total cost of the project not less than 
U.S.$. 5.0 million also come under the purview ofthis circular. 

Identification of the required staff for the project , recruitment for key posts, recruitment of 
offi cers from the public service, provincial public service and corporations of public 
s ctor for the project staff and detennination of their remunerations and other benefi ts, 
recru itment out of the above and their remuneration and benefi ts, payment of taxes under 
clause 32, chapter XV of Inland Revenue Act no 1 0 of 2006, ther benefits of the project 
staff. leave, disciplinary procedure, recovery of loses and incentive schemes to expedite the 
project activities also come under the purview of this circular. The projects other than the 
above come under the purview of Government Establishments Code in case of staffing. 

04 	 Financial Regulations and important circulars in regard to the project. 

1. Financial Regulation 1992 

• 	 Financial regulations No. 34,3 5 and 36 - new proposal s. 
• 	 Financial regulations No. 133 and 134 - internal aUditing. 
• 	 Financial regulations No.1 35 ,136,1 37 and 138 - delegation of 

au thority. 

• 	 Financial regulations No. from 61 0 to 626 - forei gn aid chapter. 

2. 	 State Accounts Circular No. 30/94 ,dated 20 th April. 1994 on foreign aid 
accounting. 

3. 	State Accounts Circular No. 165/2003 dated 1 i h November 2003 "Withdrawals 
From Special Currency Accounts in the Central Bank Of Sri Lanka" 
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4. 	 State Accounts Circular No. 20021149 dated 27th June 2002 "Guidelines & 
Procedures and Monitoring Systems on the Use of Asian Development Bank's 
Impress Fund Procedure" 

5. 	 Management Services Circulars No. 33 dated 05 th April 2007 and No.33 (1) 
da d 20th December 2007 on "Re ruitment Remuneration and Management of 
Project Staff'. 

25 th6. 	 National Procurement Agency Circular No. 08, dated January 2006 
"Procurement Guideline" 2006 and Circular No. 09,dated 0 lSl March 2006 " 
Procurement Manual 2006. 

The qu stionnaire fonnuLated to facil itate internal audit of projects is attached and 
financial regulation or circular instruction to be referred for each qu stion also 
indicated. 

5. 	 It is advisable internal audit r to include all the projects implementing under the 
ministry I department in the annual internal audit plan and fOID1Ulate internal audit 
programs using above guidance as much a possible to perfonn an on going internal 
audit with con tructive repOlting in timely maImer to assist the management. Providing 
sufficient manpower and other required resources to the internal audit is responsibility of 
the management. 

Wasantha Ekanayake 

Director General 

Department of Management Audit 

for Secretary to the Ministry of finance & Planning. 


Copy to Auditor General. 
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Guideline for Project Internal Auditing 

aid Acccount 

TIle financial provision for projects 
provides under following financing codes. 
It should be clearly identified. 
• For ign aid loan (FAL) ]2 

~il1t~~ • Foreign <tid grant (FAG) 13 
• Reimbursable foreign aid loan (RFAL) 

14 
• Reimbursable foreign aid grant (RFAO) 

15 
• COWlterpart funds t6 
• Foreign aid related domestic funds 

l7 
Types ofthe foreign aid should be clearly 
identified. 
• Project aid (loans/Ii ne of credit,grant ) 
• Technical asi tanee (toans,grants) 
• C mmodity aid (loan ,grants) 
• Programme aid (loans,grants) 

r':'-",C,,",,",:'" • Blance of payment support 

O',~:I',"':r.!I Prior to include project cost in the annual 
draft estimate the following conditions 

1/!'.i!~.t;;1 should be fulfllled. 
• Estimation oftotal cost 
• Sign the relevant agreements 
• Define the time frame for the total cash 

flow 
• Follow up procedure and arrangem nt to 

maintain the products of the project in 
fu ture. 

Before get the prelemi nery approval for a 
I"]q,!!Eii<:,~1lJ project 
~~:!:llI Following works should not be comp leted. 

• F asibili ty study or associated 
activities 

• Utilizing budgetary funds and 
implementing small projects 

• Implementing any sectoral plan or 
a 

For large projects, final approval should be 
obtained before following activities. 
• List Ollt the project in the public 

investment plan 
• FWlding to proceed the project 

r,"~~:;'~'Ii;''H • The final discussions with financi ng 

Make sure that fo reign aid been arrang d 
with the proper approval of the Director 

tfn"J;').#. ,,'j eral - ERD. 

Annual 
Estimate 

F.R.61 1 

F. R, 34 

F. R. 35 

F. R. 36 

. R. 6 iO 



I· ...."~...A 

In case 0 emergencies, donations can be 
made by way of c mm dities and 
equ ipments.Ch ck whether the provision 
has been made latter to account the same. 
Check whether provision has been made 
under the estirn.ate of the line ministry for 
the fi reign aid to be utilized by a public 
"nt"''''''',r,· board. 

F. R. 621 (2)/ 
S.A.Cir. 

30/94 2 .1 

F. R. 621 

F. R. 625(3) 

F. R. 622 

F. R. 623 

F. R.62 1 (4) 

F. R.625 (7) 

F. R. 135 
13 9 

F. R. 62S(l)d, 
625 (3)b 

SACir. 
30/94 (5.6. 1) 

F.R.620 

F.R. 62 1 (7) 

F. R. 623 

F. R. 626 
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Accounting treatments should do in 
accounts for loss or gain arise out of parity 
variances in withdrawals 1replenishments. 

1~~iEu:::1 Cbeck whether action has been taken to do 
so. 
When there is a covenant incl uded in the 
agreement to furnish audited annual 

S. A.CiT. 
2002/1 49 

account by the Auditor General to the F.R. 626 
fi nancing agency, Ch ck whether it bas 
been done. 

When the Consultancy services. 
scholarships and training facilities 
provided under a tecrulieal assistance 
programme, quartly report should be 
submitted to the DG- ERD with a copy to 

F.R.625 (6) b 

Aditor General by using the given format 
in the FR. Check wether action has been 
taken to do so, 

F.R.622 

F.R. 625 (\) 
grant taken in to aceunt under an a, c, d I 
accounting code obtain from the Director S. A.e ir. 
General - State Account Department. 30/94 

5.2.1 & 3 
For further ofrecording of 
such Teciepts check whether a certificate of 
fotio number ofthe inventory is aLiached to S.A. CiT. 
the tra11sfer order dispatched to the 30/94 (5.2.5) 
Director General - State Account 

F.R. 625 (1) 
fI 

S.A. Cir. 
30194 (5 .5.6) 

lfthe ownership ofsuch assets should be 
kept under the name of the financing 
agency until the project is over, check 

F.R. 625 (6) d 

whether a separate asset register is 
maintained for the same. 
Make sure that action has been taken to 
value such assets by a board of valuation 

F.R. 625 (6) d 

before transferi to the lie assets. 
Check whether action has been taken to 
account the value of such grants according 
to FR 625 1). F.R. 625 (6) d 
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Make sure that action has been taken to 
record rea lizations under the loan / line of 
credit against the foreign aid provisions in F.R. 625 (2) b 
the appropriation vote ledger after 
reconciling with the transfer papers from 
the Director General -TOD. 
Check whether an equipments and 
materials received under FA have been F.R. 625 (2) c 
entered in the inventory or such otber 

F.R. 625 (2) d 

F.R. 625 (2) e 

F.R. 625 (3) 

F.R. 625 (3) 

F.R 625 (3)a 

F.R. 625 (3)c 

F.R. 625 (4) 

SA Cu. 30/94 
(5 .6.4) 

Ensure that hronologicalty numbered 
replenishment applications are submitted SA Cir. 
to the Director general - TOO on or before 30/94 (5.6.4) 
7tIo of each month according to the annex. 

VI of th is circular. 

Make sure that certified bank 
 SA Cir.· 
reconciliation statement of each month on 30/94 
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the reimbursable foreign aid bank account 
is submitted to the Director General -TOO 
on or before the 7th of the fol month . 
When the implementing agency is a public 
enterprise check whether applications are 

SA Cir. submitted by using annex.VI of the SA 
Circular 30/94 with necessary amendments 30/94 

through relevant CAD nd DG - PE to the (5.6.1 7) 

DG-TOD. 
It should be stipulated in the 
reimbursement application tbat all 
reimbursement should credit to the DST's F.R.625 (5) d 
account in the Central Bank. Make sure 
that the is followed . 
Check whether action has been taken to 

ADB-LDH
claim substantially large amounts promptly 

2007
apart from dle claims to be submitted at 

chapter 9 
end of the month. 
IfSOE procedure is not al lowed in the loan 
agreement, check whether the adequacy of ADB-LDH
financial and drninistratiye management 2007 
systems is capable to apply the SOE chapter 9 

UTes. 
Ensure that expenditure included in the 
statement of expenditure are incurred 

ADB-LDH
according to the conditions in the 2007
agreement and in that way satisfy the 

chapter 9 
credibi lity of the certificate given in the 
tatement the authorized 

Make sure that aU records and documents 
are maintained in the prescribed manner in ADB-LDH
the guidline to enable ADB mission or 2007 
independent auditors to examine at any chapter 9 
time. 
Make sure that the payments have not been ADB-LDH
split just to enable it to pass through the 2007 
threshold under the SOE. 9 
Evaluate the soundness of internal control 

ADB-LDH
system introduced by the project 2007
management and check the audit opinion 

chapter 9 
on [he Statements Of 
When include 'rorce account"documents 
for Re-imbursment applications check the 
internal control system introduced such as ADB-LOH-
the first and second certification by 2007 
authorized persons, to avoid the inclusion chapter 9 
of unauthorized expenditure to such 
claims. 
When the Simultaneous application for 
Subloan approval and Withdrawal 
procedure (SAW) is allowed to withdraw ADB-LDH
sub loans given to SMEs through qualified 2007 
development fmance institutions (DFl), chapter 9 
test the simplified supporting docwnents 
with selected sample to verify whether the 

ure is in order. 
Identify the reasons to refuse or delay the 
reimbursements and check the remedial F. R. 625(5) a 
measures taken to avoid unn 
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Make ure that t applications 
are prepared and submitted in accordance 

....~"1 with dle fot malities prescribed in the 
financial regulations, relevant circulars and 

idelines ffi institutions . 
Check whether any ineligible expendi ure 
is charged to reimb ursable foreign aid 

~:iII\:~""' provision and included in reimbursement 
._-""" appli 'ations and makesure that h ad of the 

department should take action to avoid 
such occations. 
Make sure that action has been to 
reconcile amounts clai med with the 
amount reimburs d and inform any 
di crepancy to CA of the Central Bank, 
DGs ofTOD. RD. PF and sertele the 
issue with the 
Anyexp ndi ture claimed but no t 
reimbursed should be debited to the 
con olidated fu nd with the approval of the 
treasury. Check whether a Hon has been 
taken to do so if there is such out tand ing 

...·"rd«,.·~. amount. 
Check whether action has been taken to 
maintaln records on amounts claimed and 

~~~b-~ rei mbursed according to the appendix vij 
and vii of the state account circular-No . 
30/94. 
Check whether action has been taken to 
submit a monthly report on cumulative 
claimed and rei mbursed In regard Lo each 
project to DOs of State Account and 
External Resources depa rtments accord ing 
to the appendix viii of the circular No. 
30/94. 

Special currency accounts 

Where the special account is on revolving 
basis, repJenishmen[ applications should be 
forwarded monthly subject to any 
minimum stipUlated amount and if it is not 
so action should be taken to liquidate the 
advance obtained. Check the action taken 
to do 
Check whether action has been taken to 
reimburse the reimbursable fo rei gn ai d to 
the DST's account through the special 
aCCOlm t. 

Evaluate the compJianceDess with the 
procedure introduced to apply for 
withdrawals by the SA circular 
No. 165/2003 . 
Proj ct Director / Accountant should be 
responsib Ie personal ly for immediate 
reconcil iation of CBSL statements with 
books of the project and ifthere is any 
discrepancy, action should be promptly 
taken to intimate CBSL and the 

.Make sure that action has been 

P.R. 625(5) b 

SA Cir. 30/94 
(5.6. 18) 

A Cir. 30/94 
(5.6.1 J) 

SA Cir. 30/94 
(5.6. 12) 

SA Cir. 30/94 
(5.6. 14) 

SA Cir. 30/94 
(5. 6.1 5) 

F.R. 625 (5) i 

F.R. 625 (8) b 

F.R. 625 (8)c 
SA CiL 

30/94 (5 .9.3) 

SA Cir. 
165/2003 

SA Cir 
30/94(5. 6.4) 

SA C ir. 
165/2003(7) 
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Il'~~:i.\ii;~itl taken accordingJy. 

Ifth re is any delay in receiving th 
CBSL statements, Check whether act i n 

li·"~''''.'l has been taken to expidite the delivery of 
the statement. 
Check whether action has been taken to 
return the detachment of debit notes to the 
DG -TOO after debiting the respective 

'sion in the vote 
Where the spe ial accounts are not on a 
revolving basis, make sure that action bas 
been taken to send a monthly statement 

.'K.,,"""".... indicating the amount settled and 
.,."""......... outstanding from the advance taken from 
..... ,,,,"'A.·o' the special currency account to the 00

DMA and the DO-ERO. 
First, second and th ird generation imprest 
account can be operated with the approval 
of the relevant authorities according to the 
requirements of project. Check whether 
imprest account registers ofeach level are 
maintained properly to identify the 

balance. 
Check whether the proje.ct managemen 
units/ implementing agency maintain the . 
following books and registers properly in 
regard to the imprest account. 

Cash book 
• Votes ledger 

Journal 
• Withdrawal application register 

Imprest fund register for FGlA, SOIA 
and TGlA 

• fmprest fund reconciliation register 
• General ledger account for FGLA and 

SOlA 
• Register of imprest releases to TGlA 

Imprest fund register at implementing 
1units I TGlA. 

It is the duty of the project management to 
re-claim any expenditure already incurred, 
but disallowed. Check the action taken on 
that occati ons. 
Lfthe amount disallowed can not be re
claimed check whether action has been 
taken to settle the amount with the imprest 
account or deduct from the very next 
application to avoid arising losses due to . 
parity variances and make necessary 

in accounts 
All level imprest accounts (FGIA, SGIA, 
and TGLA) must be reconciled with each 
other on a monthly basis.Check whether it 
has done so. 

Imprest control account maintaines at 
project office must be rec nciled with the 
statement issued by the Central Snk. 
Check wh.ether it has . done so. 

SA CiT. 
165/2003 (7) 

SACir. 
165/2003 (8) 

SA Cir 30194 
(5.9.5) 

SACir 
2002/ 149 

(3. 10) 

SA Cir 
2002/149 

(4. I) 

SACir 
2002 11 49 

4.4 

SACir 
2002 /1 49 

4.4 

SA Cir 
2002/149 

4.5 

SACir 
2002 /1 49 

4.5.1 
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The 10 s or gain due to parity variance 
indicated in CBSL st tements must be SA Cir 
showen in final accounts ofthe pToject as a 2002 /1 49 
separate item. Check whether it has done 4.6 
so. 
lmprest account reconcilIation statement 
for the whole year must be prepared and 
attached to the final accounts. Check 
whether it been done so. 

SACir 
2002 /149 

4.7 

rrlJur"m,p or commodity aid 
All imports under com modity or prograrne 

t.~~i~ aid should be channeled through the state 
",...."'"...;..., banks and the supplier should be infonned 

not to forward the shipping document to F.R. 625 (7)b 
·~;:~S·I 

the importer directly. Check whether the 
above has been followed. 
Corporate bodies! public enterprises should 
make payments from their own funds. The F.R. 625 (7)c 
bank receiving payment will remit the 
amount involved to the Central Bank to the SACjr 
credit of the Government Counterpart 30/94(5.8 .3) 
Fund Account. Make sure that this 

bas been followed. 

Closure ofproject 

When the project is declared to be closed 
the implementing agency shou ld follow the 
fo llowing pro edure. 
• Reconcile and close the bank accounts 
• Winding up accounts should be 

prepared in terms of the agreement and 
the guidelines issued by the financing 
agency. 
'uch account should be forwarded to 

the treasury (ERn) and the Auditor 
General. General 

• Assets of the proj .ct should be 
trans fered according to the FR. 401 . 

• CAO/AO responsible for winding up 
activities of the project as agreed with 
the financing agency and finalizes the 
project accounts within the stipulated 
period and submits to the financing 
agency. 

Make sure that action has been taken 
accordi to above. 
In case of special currency accounts, All 
supporting documents for payments made 
from FGIA, SOIA, and TGfA should be 
kept in safe custody in the PMOIPMU for 
a period of five years after auditing and all 
audited payment documents should be 
handed over to the Dne 

SACir 
2002 /149 

3. 11 

ministry/department after completion of 
the project. Cbeck whether it has been 
done so. 
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To apply management services circuler no.33 fo r 
project staffing check whether fo llowing 
conditions are fulfi lled. 

Appraisal by the Department of National 
Planning. 
Preleminery approval by the Department o f 
Extemal Resources. 
Approval from the board of Ministers. 
Approval from the Department of 

Services for sta ff 
Check the compliences following 
limitations. 

Project period should be more than 2 years. 
A t1east 50% of the funding should be from 
foreign funds . 
Foreign consultancy budget must not exceed 
20% of the foreign financing. 
Total cost of the project should not be less 
than US $ 5.0 Million. 
Ifthe project finance by domestic funds total 
cost of the project should not be less than 
US $ 5.0 m or uivalent. 

If there is any possibility to does the project 
work by deploying existing cadre of the Ministry 
or Department, no need for new 
recruitments. Check whether any attempts made 
to do so. 
Where a separate cacite is needed to recruit for 
the projeot it should be identified at the 
preliminary approval stage.Make sure it had 
been done. 
Cadre requ irement of the project should be 
approved by a Treasury committee ompris ing 
the heads of departm nts, External Resources, 
Management Services, National Budget and 
Public En terprises.Check whether it has been 
done. . 

Approved cacite and Salary structure should be 
included in the project document.Make sure of 
its availabi 

The time targets for the project works to be 
started by the core project staff should b 
determined in the appraisal stage. Identify the 
core staff of the project and check thei r 
recruitments . 
Budgetary provision the approved project 
cadre should be provided in the annual 

. est imates. Check the availabil' of the sam . 
Cadre recruitment for the project should be done 
only after caUing for applications through an 

n advertisement and should follow the 

M.S. Cir. 
33( 1.1.1) 

M.S.Clr. 33 
(1.1.2; 1.3; 

1.1.4) 

M.S. Ci r. 
33 (2 .1.1) 

M.S. Cir. 
33 (2.L.2) 

M.S. Cir. 
33 (2.1.2) 

M.S.Cir. 
33 (2. 1.2) 

M . . Cir. 
33 (2.2.2) 

M.S . Cir. 
33 (2.2.3) 

M .S. Cir. 
33 (2.2 .4) 
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interview procedur . Check the procedure 
lied. 

Where the co. t of the project is more than US 
$ 30 m. the pr ~ect director should be selected 

oc,.~\""'i:.-.3 by a committee headed by STIDST and memb r. 
with secratery of the relevant ministry or 
provincial council and head ofthe project 

t.~~~~;J implementing agency. Make sure that the correct 
has been Howed. 

Wh r th co t of the project i less than US 
$ 30 m. the project director should be selected a 
committee headed by the secretary of the 
relevant ministry, ch ief secretary of the 
provincial cou nci l and members with head of a 
Treasury department and head of the proj ct 
implem nting agency. Make ure that the correct 

rocedw'e has been fall wed. 
The interview board to seleot other senior staff 
ofthe project should be comprised ofthe 
secretary Lo the relevant ministry/chief secretary 
of the provincial council. project director and 
head of the implementing agency. Make sure 

,· .....,.......-.:::;.·••1 that correct has been followed. 

When the Project recruited under foll owing 
ategories fr m the above services, check the 

l,~lI~I&' complianness 'th the fol lowi ngs. 
Release on full time basis or a period of 
maximum fi ve years with remuneration 
of,salary of substanti ve post plus 50% of 
the current ost of the .Total should 

M.S. Cir. 
33 (2.2.5)a 

M.S.Cir. 
33 (2.2.5)b 

M.S. Cir. 
33 2.2.5)c 

M.S. Cir. 
33 (2.2.5)d 

M.S.Cir.33 
(2.2.9;3.1) 
M.S.Cir. 

3 

M.S.Cir. 
33 

(2.2.6) 

M.S.Cir. 
33 

(2.2.7; 9.1) 

M.S. Cir. 
33 (9.1) 

M.S. Cir. 
33 (2.2.8) 

M.S. Cir. 
33 (3 .1)a; 

4.1.1 
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not exeed the salary given in the 
circular.(4.2 . I) 

• Relrase on no-pay leave, not exceeding 5 
years under the P/ A circular No 13/99 dated 
I Ilh June 1999. Salary should be decided 
under 4.2 .1 of the circular. 
Release on part time basis/covering up 
duties.One third of the salary for covering 
up post of the project shall pay as a salary. 
Such offi cer may work only in two projects 
at a tiome. 

A11 the project staff shou ld be placed t the 
initial step ofthe given salary range. Check the 
correctness ofthe ure followed. 
Ann ual salary increments of project staff should 
be given on perfonnance basis within the given 
saLary rang of the relevant post. Identify the 
criterions introduced to app ra ise the perfonnance 
and check the followed. 

k!(~~W!ji The pr~iect staff recruited from outside the 
public service and staff recruited from public 
service in terms ofno pay leave basis should 
contribution to the EPF & ETF. Check whether 
action has been taken accord 
The project staff recruited from the public 
service in terms of full time basis and part time 
or covering up basis should continue to make his 
or her W&OP contribution. Check whether 
action has been taken 
The employer should pay of consolidated 
salary of the substantive post to the Department 
ofPention. Check whether action has been taken 

I authorized recoveries such as loans and 
advances hould be recovered and remited to the 
re lavent funds. Check whether action has been 
taken. 
For senior project officer who participate in the 
field visits with foreign financi ng agency 
offocials are entitled to get reimburse incurred 
actual cost of accommodation with the prior 
concurrence of appointing authority. For others 
subsistence rates in the public service should 

Check the followed. 

M.S.Cir. 
33 (3.1 )b; 

4.1.2 

M.S. Cir. 
33 (3.1)c; 

4 .1.3 

M.S. Cit. 
33 (4.2.2) 

M.S . Cir. 
33 (4.2.2) 

M.S. Cir. 
33 (4.2.3) 

M.S. crr. 
33 (4.3 .1 ) 

M.S. Cir. 
33 (4 .3 .2) 

M.S. Cir. 
33 (4.3 .3) 

M.S.Cir.33 
(4.3.4.) 

M .S. Cir. 33 
(5 . I.) a, b 

M.S. Cir. 33 
(5.2 <OJ 5.3) 

M.S. Cir. 
33 (4.2.5) 

II 



saught from the head of project implementing 
Check the ure fo llowed. 

Project staff will not get any encashment like 
~S~~~~ leave medical, bonus or any other incentive 
:rllil~;/AI facility enjoyed in previous working places. 

Make sure such occations clid not arise. 
Leave entitlement for all project staff excluding 
the staff recru ited in tenns of part time/ covering 
up basiss should be based on provisions laid 
down in the Sh ps and Office Act. Make sure 
the iences with the circular. 
Project staff work in foreign project 
are al lowed to have on short tem1 training 
program w ith the rooomendation of project 
director ifth provision' available for the 

~'&.Ji.~~ purpose. Check whether adheared to above 

Payments for th meetings of the members of the 
project teering committee sho uld decide as per 
Management Services circular 33 . Check the 

liance with the circular instructions. 
Any possible delays or cost ovemm jn the 
implementation of the project it sbould be 
brought to th notice ofthe secretary to the 
Ministry of Finance and Planning through the 
relevant secretary in writing. Unless it is beyond 
the control of project director, ne and his staff 

11.l~~~j;J are Hable for surcharge as per the Management 
Service Circular. Make sure action ha<; been 
taken to the 

M.S. Cir. 
33 (5.4) 

M.S. Cir. 
33 (6.1 ) 

M.S. eir. 
33 (8.1) 

M.S . Cir. 33 
(1 1.1& 11.2) 

M.S . Cir. 
33 (J 2.3) 
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HillIi!~l\"" 

Project performan e indicators to faciJitate the 
project monitoring system should be established 
by the project implementing agency/ line 
ministry. Check th actual performance with the 
perfonnance indicators and report to the 

if there are set backs. 
Make sure that progess reports are prepared 
based on the criterea specified in the project 
docmnents by various responsibJe levels of the 

Project out putts should be lined with the . 
standerd established. Identify the standerded 
introduced and make sure the complianceness 
with them. 
Make sure that and foreign consultants have 
been engaged in consulting works according to 
the conditions laid down in the project 

steering committee has been met 
evaluate the of the . 

If it is observed that project activities can not be 
completed within the given time frame identifies 
the reasons and back situations. 
If there is any amendment made to the original 
action plan identify the reasons and back ground 
of such situations. 
Any amendment made to the original activity 
plan or cost astimate should be done according to 
the project agreemenL Or directions of steering 
comm Check whether it has been done. 
If it is observed that any delay in the cash flow 
by obstructing the smooth run of the proj ct 
activities identify the reasons and back ground of 
such situations. 
Accountability of the mll!JlaPpJ'ffI'Jrrl 

Relevant 
foreign aid 
agreement! 

Memorand um 
of 

Understanding. 

issued 
instructions 

and guid lines 
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Check whether the steering committee has paid 
its entire attention to the problems and issues 
ari en in the project management process or 
i sues should be taken in to consideration by the 

committee. 
efficiency and effectiveness of actions 

taken by project management unitls to implement 
the recommendations made by the project 
steeri ommittee. 
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