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ADB — a profile

- The Asian Development Bank is a multilateral
development bank operating in the Asia-Pacific region.

- We have 67 member countries, including 48 regional
members.

- We have an active development program with 40
developing member countries (DMC) in the region.




Financial Reporting Framework for ADB Projects

- ADB'’s overall objective is to ensure good governance,
and timely financial reporting is an important element.

- The default requirement for financial reporting in ADB—
envisages the use of international accounting standards
IFRS and IPSAS, for project and entity financial reporting.

- However, we also accept reports prepared following a
country’s national standards, given the stage of
development in many of our member countries that have
not fully adopted international standards.
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Current Scenario - 1

- ADB focuses upon the timely submission of audited
project and entity financial statements as a key measure
for good governance and financial accountability.

- Project financial reports, together with the audit report, are
being publicly disclosed on our website.

- A majority of our DMCs are following a modified cash
basis of accounting.

- Modifications vary across countries, as there is no
accounting framework to support them.




]
Current Scenario - 2

- Many of our DMCs have indicated their intention to switch
over from country’s own cash or modified cash basis, to
IPSAS—cash or accrual.

- Some countries have legislated or are currently engaged
In pilot projects for switchover to IPSAS—for instance,
Malaysia, Indonesia, Philippines, Sri Lanka, India, etc.

- The process is quite long, and no country has yet fully
switched over.
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Principal Challenges

- The major challenges to migration from the modified
cash-based accounting include:

»Cultural change—accrual information needs to improve
decision making;

»Communication—Parliament, Auditor Generals, Line
Ministries, Users;

» Avallability of and re-training thousands of staff
(accounting and auditing);

»Changes to chart of accounts, accounting and reporting
formats;

»Revising the laws and regulations, policy manuals; and
~IT systems and processes.

- The primary requirement is a high level of commitment at
the higher levels of government—both political and
administrative—to persist with this tectonic change In
accounting and reporting frameworks. .
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ADB'’s Policy Stance

- Leapfrogging from country-based cash or modified cash
systems directly to IPSAS accrual basis is a difficult
transition for any country.

- For many DMCs, fully adopting IPSAS cash basis is the
best intermediate option, on the path towards eventual
accrual-based accounting following IPSAS.

- In fact, considering the costs of full accrual-based
accounting and eventual, consolidated whole of
government accounts, it could be a long time before
countries transform fully.
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Approach

- At a national government level, ADB works with
government accounting policies and frameworks and
does not prescribe any specific framework (cash or
accrual, country system or IPSAS, etc.).

- On a demand-driven basis, ADB can provide support to
any DMC for accounting framework change, adoption of
IPSAS, or similar activities.




Experience and Activities

- Our current experience is that our executing and
Implementing agencies in many countries need capacity
development to move from their local cash or modified
cash basis of accounting, to IPSAS cash basis.

- The immediate focus, at least over the next 4 to 5 years,
has to be on capacity development to help our executing
and implementing agencies to follow, at a minimum, cash-
based IPSAS for project financial reporting.

- We are currently developing an online e-Learning module
for IPSAS cash based accounting for our projects. This
module is likely to be launched online within 2016, and
will be available for general access. =
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Ongoing Projects

- Sri Lanka—Adapt IPSAS to develop SLPSAS, train
officers on IPSAS, and train staff of government public
sector institutions on SLPSAS.

- Working through the platform of the Memorandum of
Understanding to Strengthen Accountancy and Improve

Collaboration (MOSAIC) to design a pilot project for
training accounting technicians to support government

accounting.

- Requests from other countries (e.g., Indonesia,
Kazakhstan) for support in transition to accrual- based

accounting.




For more information on ADB'’s financial

management, Visit:
http://www.adb.org/projects/operations/fin
ancial-management-resources




