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FIDUCIARY ASSESSMENT  

I. Executive Summary 

1. An integrated fiduciary assessment of program systems for the Health P4R was carried out on the 

Federal Ministry of Health and a sample of participating Regions and woredas, which will implement 

the proposed HSDP IV program consistent with Operational Policy/Bank Procedure (OP/BP) 9.00, 

Program for Results Financing.  

2. The assessment entailed a review of the capacity of the sample participating entities on their ability to 

record, control and manage all Program resources and produce timely, understandable, relevant and 

reliable information for the borrower and the Bank; ability to follow procurement rules and 

procedures, capacity and performance focusing on procurement performance indicators and the extent 

to which the capacity and performance support the program development objectives and risks 

associated with the program and the implementing agency, to ensure that implementation 

arrangements are adequate and risks are reasonably mitigated by the existing framework.  

3. The assessment examined program expenditure framework to determine whether it is comprehensive, 

clearly defined and determination whether it is part of the borrower’s budget and financial 

management processes. It also focused on key elements of program procurement arrangements. 

4. The integrated fiduciary systems assessment concluded that there are high fiduciary risks associated 

with the proposed PforR operation. The key risks identified by the integrated fiduciary systems 

assessment arise from the performance of the Pharmaceutical Fund and Supply Agency (PFSA), 

which is critical for the proposed PforR operation, and responsible for procuring and distributing most 

of the health products required for producing the results. The PFSA also uses a large part of the 

program funds.   

5. The specific fiduciary issues that require attention at PFSA are:  a) lack of financial statements and 

external audit reports for the past five years; b) large amount of unspent advances from MDG 

performance fund; c) use of less competitive methods for 80 percent of procurement; and (d) Limited 

transparency relating disclosure of tender notices and award decisions. The other fiduciary risks at the 

Federal Ministry of Health include:  (a) weak implementation capacity and slow disbursement of the 

MDG performance fund; (b) use of direct contracting for construction of health centers by the PMU; 

(c) identified weaknesses in  internal audits and (d) weak systems for tracking and recording of 

procurements handled by UN agencies. In addition there are issues related to effectiveness of the 

complaint handling system in the health sector.  

6.  Overall, the assessment concludes  that the examined program financial management and 

procurement systems are adequate to provide reasonable assurance that the financing proceeds will be 

used for intended purposes, with due attention to principles of economy, efficiency, effectiveness, 

transparency and accountability and for safeguarding program assets. Further, the assessment 

concludes that the systems in place provide reasonable assurance that the program will achieve 

intended results through its procurement processes and procedures.  

7. Appropriate systems to handle the risks of fraud and corruption, including providing complaint 

handling mechanisms are currently being strengthened and refined and will be in place before 

program effectiveness. Appropriate mitigation measures for some key risks identified have been 

suggested some of which form program Disbursement Linked Indicators and Program action plan. 
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8. The proposed Health Millennium Development Goals (MDG) Program for Results (PforR) operation 

contributes to Ethiopia’s Health Sector Development Program IV (HSDP IV). HSDP IV covers the 

entire health sector and all sources of financing. HSDP IV had proposed an overall outlay  of $8.8 bn 

for a five year period FY 11 to FY 15. This translates into an outlay of around $1.7 bn. per annum. 

This operation will disburse against achievement of a subset of key results of HSDP IV. 

9. This operation will provide $100 million IDA funding for the MDG PF provided agreed results have 

been achieved and have been verified. The IDA Credit will be complemented by a US$ 20 million 

grant under the Health Results Innovation Trust Fund (HRITF).  In line with its current practices in 

use of the MDG PF, the bulk of this funding will be used for procurement and transfer of goods in 

kind to different health facilities across the country and for construction of health facilities. The 

procurement will be undertaken by a government agency – Pharmaceutical Funds and Supply Agency 

(PFSA) and the construction of health centres will be managed by the Project Management Unit 

(PMU) of the Federal Ministry of Health (FMOH). 

10. The 2011 Country Integrated Fiduciary Assessment (CIFA) noted improvements in Ethiopia’s PFM 

systems. The emphasis has been on “getting the basics right” in the fields of planning and budgeting, 

revenue administration, budget execution including procurement, accounting and reporting systems. 

Government of Ethiopia has also focused quite extensively on improving Regional Public Financial 

management systems. Since these reforms have not been completed, there is variability in the PFM 

systems between the Federal level, the nine regions, and the two city administrations as well in over 

800 Local Governments determined by the pace at which implementation has been undertaken.  

11. Improvements have been noted in the preparation of sectoral strategic plans which influence the 

nature of the annual plans that feed into the annual budget. Rigorous budget formulation has been in 

place since 2000 at all levels of government. MOFED is now focusing at introducing medium term 

perspective to budgeting at federal level through strengthening the macro –fiscal framework and 

introducing a medium term expenditure framework structured in program budgeting format. By so 

doing, the linkages between spending and policy objectives will be further strengthened. In the area of 

revenue administration, an introduction of Standard Integrated Tax Administration Systems 

(SIGTAS) and rolling out tax identification numbers and education the citizenry has increased tax 

revenue collection.  

12. Improved in year predictability of funds has enabled budget institutions to plan ahead with longer 

term horizon thereby strengthening budget execution.  

13. Strengthened cash forecasting system introduction, robust revenue performance and the introduction 

of Integrated Budget and Expenditure system (IBEX) and introduction of a single treasury single 

account (TSA) for budget institutions has brought about a more efficient cash management system.  

14. The quality of debt management at federal level has improved through the upgrading of the IT based 

debt management system (DMFAS).  

15. In practical terms, there is insufficient link between procurement planning and budgeting. At regional 

level, preparation of procurement plans is just beginning. It is also noted that there is insufficient 

separation of regulatory and operational functions when it comes to procurement. At regional and 

woreda levels most staff are aware of procurement principles, but shortages of technically competent 

procurement staff are an issue due to problems in hiring and retaining sufficient numbers of qualified 

staff. 

16. The main areas of weakness identified by the PEFA related to the extent of multi-year planning, 

extent of unreported government operations, tax collections, budget execution, procurement and 

internal audit. 
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17. At the national level, the key PFM challenges relating to the health sector were the following: (i) 

HSDP IV financial projections were found to be overly optimistic. During the first year of its 

operation, fund flows were only 25% of the “base case” estimated in HSDP IV. Not just HSDP IV, 

but other medium term planning processes in the health sector were also found to be weak; (ii) budget 

volatility in the health sector was found to be high amongst some of the Federal Ministries during the 

period FY07-FY09. Such high volatility adversely impacts the predictability of resource flows to 

spending units. (iii) The bulk of capital spending in the health sector is managed by the Federal 

Ministry of Health. However budget execution of this spending at the Federal level is very variable 

due to low capacity. In FY 09 spending was only 21% of the budget and in FY 11 spending was only 

61%. This spending is primarily on account of a national program underway to construct health 

centres and health facilities. An audit of 77 health facilities conducted by Office of the Inspector 

General of the Global Fund AIDS, TB and Malaria raised concerns regarding the quality of the 

facilities and the value for money being delivered. (iv) There are on-going challenges regarding the 

quality of reporting in the health sector, as well as identified weaknesses in internal audit, internal 

controls and external audit.  

18. Since Bank funding is to flow to the MDG PF and through it to PFSA and the PMU, this IFA also 

assessed the performance of the fund as well as the beneficiary entities. The key findings from the 

financial management assessment are that:  

i. Utilization of funds by the MDG PF has been slow. The Fund was established in 2007. The 

cumulative income upto July 2012 has been $193 mn while the cumulative spending has been 

only $33 mn (17%). As of July 2012 FMOH had over $50 mn available as cash and around $100 

mn had been provided as advance primarily to three spending units (PFSA / UNOPS/UNICEF), 

a significant portion of it for an extended period of time. Poor execution of the MDG PF budget 

has resulted in urgent and emergency drugs and equipment not being procured and supplied to 

health facilities. 
1
    

ii. There have been and are on-going challenges in existing Bank projects that use the FMOH as 

the implementing agency. Both the Nutrition Project and the PBS II Project (Component B) 

have had on-going challenges with timely reporting, retirement of advances and effective budget 

utilization. Despite such challenges, results from monitoring and evaluation systems of the 

respective projects show good progress made on what the projects are intended to achieve-which 

add to the Millennium Development Goal targets.. 

iii. PFSA which is one of the largest procurement entities in Ethiopia with an annual procurement of 

around $300 mn has just prepared annual financial statements for the last five years which are 

currently under audit. While their operations under the MDG PF have been audited (around 20-

25% of their turnover), a consolidated statement  regarding their operations is not available. The 

latest audit report of PFSA relates to FY08. Internal audit and internal controls remain weak in 

PFSA as it transitions from a manual accounting system to an automated one. 

iv. The Board of PFSA, which is required to provide oversight over its operations, has not met since 

the agency was established in 2007. 

19. Around 90% of the MDG Fund is expended through procurement of health commodities by PFSA. 

PFSA has the capacity to undertake procurement it is currently handling.   Procurement oversight    

has improved over the last two years as a result of regular annual procurement audits by PPA and 

responsiveness of PFSA to the audit observations. The procurement assessment faced data limitation 

relating to performance relating to systematic data recording on bidders participating in each bid, bid 

preparation time given for bidders, time taken for bid evaluation and award, price monitoring etc.  

Given this data limitation, some key findings are that:   

                                                      
1
 Details at page 18. 
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i. 80% of the procurement is carried out through less competitive methods and procedures. The 

dominant procurement method at PFSA is restricted bidding. Under restricted bidding a short list 

is prepared from suppliers registered with FMHACA (drug regulator) and bid invitation letters 

are issued to the shortlisted suppliers. Due lack of data the assessment was unable to verify that  

all registered suppliers for a product receive invitations. 

ii. Based on the FPPA audit findings of FY12, PFSA is not in full compliance with Public 

Procurement Proclamation and Directives. The main noncompliance related to adherence to 

thresholds for use of restricted bidding and not having an established tender approving 

committee.  Whilst PFSA have now established a tender approving committee, the observation 

relating to use of restrictive bidding procedures has not been resolved. 

iii.  Data management and performance monitoring is weak at both PFSA and FMoH. Though PFSA 

has a good status follow-up system of ordered purchases, the system does not track timeliness of 

activities and unit costs of purchases over time. There is need to carry out a  systematic recording 

and tracking system relating to timeliness of procurement activities and  unit cost of purchases to  

determine efficiency and effectiveness of the procurement systems.  

iv. PFSA does not have standard bidding documents agreed with FPPA. Though bidding documents 

were available and in use these varied with from time to time and were not standardized. This 

increases contractual risk to PFSA and workload for bidders and those involved in bid preparation  

v. Transparency relating to ICB advertisements and publication of awards in PFSA needs 

improvement since ICB are published only locally and tender results are not made public. 

vi. Staff in the Procurement Directorate at PFSA needs procurement skill upgrading training that 

needs to be fulfilled through procurement skill upgrading program. 

vii. At FMOH, the PMU is responsible for procurement of works for construction of health centres. 

PMU procedure does not follow competitive bid process contrary to the Federal Directive. PMU 

allocates construction contracts directly to contractors based on fixed prices prepared by itself. 

The Ministry of Urban Development and Construction regularly provides lists of newly registered 

contractors to the PMU, and the PMU directly allocates work by arbitrary picking contractor from 

the list.  

viii. At FMOH the procurement unit is responsible for procurement of ambulances, vaccines and 

consultant services, primarily through UN agencies. The assessment has found that there is weak 

tracking and recording system for procurements handled by UN agencies. 

ix.  Bidder complaints are handled at two levels. Bidders must first submit complaint to PFSA, and if 

unsatisfied they can then lodge the complaint to the Federal Complaints Board.  The Board has 

received only two complaints on PFSA since 2007. At Federal level, 287 complaints have been 

heard country wide from 2004 to date.  The proclamation also provides that bidders cannot 

complain when procurement is through restricted bidding and request for quotation, and 

complaint to federal level will not be accepted without first doing so at entity level. The overall 

framework for complaint handling  requires strengthening including providing information to 

bidders on the right to complain in order to improve transparency and integrity of the system 

20. In terms of fraud and corruption, Ethiopia has a well-defined legal framework. Corruption related 

complaints in the health sector are generally low in the health sector. In 2012 the Federal Ethics and 

Anti-Corruption Commission commissioned the “Ethiopia Second Corruption Perception Survey” 

covering 6,500 respondents. Public health institutions came out in the top 25% of institutions rated 

either “honest” or “very honest”.  However around 70% of respondents rated availability of drugs and 

availability of ambulances as either poor or very poor, while around half provided similarly poor 

ratings for adequacy of medical staff and for standard of care given to patients. The Joint Financing 
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Arrangement  specifies the arrangements relating to fraud and corruption for the MDG PF. Clause 14 

of the JFA will need an amendment to bring it in line with Bank guidelines for PforR operations.  

21. Due to these reasons, the fiduciary risk assessed for this operation is classified as “High before 

mitigation measures”.  

22. Risk mitigation measures for the identified risks have been discussed with Government and will be 

further refined during appraisal. The risk mitigation measures have two pronged approach: First a 

Disbursement Linked Indicator will be provided in the Financing Agreement to support transparency 

aspects of the Program. Secondly specific actions have been proposed that will support the DLI and 

help improve efficiency and performance monitoring of the procurement system. 

23. Given that around 90 % of MDG Fund is utilized for procurement of health commodity mostly 

through PFSA, it is important that support is provided to improve procurement system of PFSA.  For 

this purpose the following Disbursement Linked Indicator that addresses the transparency aspect of 

PFSA’s procurement process is recommended as a priority:  

PFSA launches website and discloses procurement information and updates the information 

regularly, and introduces price database tracking system;  

24. The assessment notes PFSA is finalizing preparations to inaugurate its website, and it would be 

possible to commence disclosing procurement information during the first year of the program. The 

procurement information that will be posted on the website will be:  (i) Procurement Plan and its 

revisions, (ii) Specific Procurement advertisement, (iii) Award Decisions (product, bidders, winning 

agency, country of winning agency, contract amount, and scope of contract); (iv) Standard Bidding 

Documents, (v) Proceedings of annual meeting with suppliers, and (vi) open call to suppliers for 

prequalification and registration of their products. Such action will profoundly increase the 

transparency of PFSA’s procurement system and would contribute to further improvement of its 

system. As part of transparency measure PFSA will also establish a database of prices that will 

register and track prices of health commodities. 

25. Other actions discussed and agreed with Government include: 

 FMOH to strengthen its new Grant Management Unit (GMU) so that there is closer monitoring of 

MDG PF expenditures and program implementation improves. Linked with this is the need to 

create a Fiduciary Sub Committee of the JCCC that meets on a monthly basis and  follows up on 

issues relating to advances, reporting, audit and budget execution. 

 Government to conduct financial and procurement audits for the MDG PF and share with Partners 

timely within times agreed in the JFA. Going forward these will be supplemented through VFM 

audits undertaken by OFAG on an annual basis and by annual procurement audits by PPA. 

 A dated covenant will be agreed with GoE as to by when the outstanding annual financial 

statements and annual audit reports will be provided to JFA signatories. 

26. An action plan for mitigation of risks has been included in the main report of the Fiduciary 

Assessment. 
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II. Background and the Program’s Institutional Arrangements  

I. Program Description 
 

27. The proposed Health Millennium Development Goals (MDG) Program for Results (PforR) 

operation contributes to Ethiopia’s Health Sector Development Program IV (HSDP IV) 

objectives by disbursing against achievement of a subset of its key results.  HSDP IV covers the 

entire health sector and all sources of financing. HSDP IV has an overall budget of $8.8 bn for a five 

year period FY 11 to FY 15 with an estimated annual budget envelop of around $1.7 bn. The three 

main financing sources for HSDP IV are:  

(a) the block grants from government treasury transferred by the federal Ministry of Finance 

& Economic Development (MOFED) to regional states which in turn release them to 

the Woreda Councils which allocate these resources across all sectors (Channel 1);  

(b)  resources provided through the Ministry of Health (Channel 2) which include non-

earmarked resources pooled under the MDG Performance Fund (MDF PF) 
2
 as well as 

ear marked funds provided by some donors for specific program areas depending on 

their priorities;  and  

(c)    off-budget funds directly provided by the partners to the health sector (Channel 3). 

 
 

Table 1: Areas, Activities and Results supported by MDGPF  

Priority 

Area  

Activities Intermediate Results Final Results 

Accelerating 

progress 

towards 

maternal 

health MDG 

 Supply of equipment and 

commodities for providing 

emergency obstetric care 

 Supply of contraceptives 

 Provision of ambulances to 

all Woredas 

 In-service training of 

Midwives and training of 

Health Officers in Emergency 

Surgical and Obstetric skills.  

 Capacity building of HEWs 

in clean and safe delivery. 

 Health centers offering 

basic emergency 

obstetric care 

 Woredas having 

functional ambulance 

services.  

 Midwives received in-

service training 

 Health officers trained in 

Emergency Surgical and 

Obstetric Care. 

Increase in  

 Skilled care at child 

birth,  

 Antenatal care; and  

 Contraceptive prevalence  

Sustain the 

gains made 

in child 

health MDG   

 Strengthening of cold chain 

systems  

 Supply of vaccines 

 Immunization campaigns 

 Supply of Bed nets  

 Health centers having 

functional cold chain 

equipment 

 Children immunized 

 Long Lasting Insecticidal 

Nets distributed 

 Increased immunization 

coverage 

Strengthen 

Health 

systems 

 Construction  of Health 

Centers  

 Supply of essential medical 

products and equipment 

 Semi-annual HMIS validation 

 Surveys and Studies 

 Health Centers built 

 Health facilities 

reporting HMIS 

information in time 

 Improvement in Facility 

readiness score 

 Improved HMIS,  

 Roll out of Balanced 

Score Card and 

institutional performance 

incentives 

 Annual Facility 

Readiness  Assessment 

                                                      
2
 The MDG PF was first set up in 2007 primarily to meet the procurement needs of Global Alliance for Vaccines 

and Immunization (GAVI). It has since grown in size, and in FY 12 the total contribution from partners is around 

$200 million. As of 2012, eight signatories are supporting this fund (DFID, Spanish Corporation, Italian 

Corporation, Irish Aid, Australian Aid, UNFPA, UNICEF and WHO).  Netherlands Government has recently signed 

an agreement to join the MDG PF pool. 
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28. MDG PF supports a sub set of key priorities for HSDP IV. The three areas that the MDG PF 

supports are: (i) maternal health (ii) child health and (iii) strengthening health systems. Consistent 

with the mandate of the FMOH, a majority of expenditures under the MDG PF will be made at the 

federal level, with goods and services transferred in-kind to the sub national levels according to 

assessed need and the disease burden. Table 1 presents the specific areas and activities supported by 

the MDG PF. 

29. The proposed P4R operation will provide $100 million IDA funding for the MDG PF provided 

agreed results have been achieved and have been verified. The IDA Credit will be 

complemented by a US$ 20 million grant under the Health Results Innovation Trust Fund 

(HRITF).  In line with its current practices in use of the MDG PF, the bulk of this funding will used 

for procurement and transfer of goods in kind to different health facilities across the country. The 

procurement will be undertaken by a government agency – Pharmaceutical Funds and Supply Agency 

(PFSA). 

III. Institutional Framework and Implementation Arrangements 
 

30. Ethiopia has a highly decentralized governance structure with a Federal Government, nine 

Regional Governments and two City Administrations. Each level of government has clearly 

demarcated responsibilities. For the health sector the assignment of responsibilities is the following: 

 The main responsibilities of the FMOH include national health policy formulation, 

and expansion of health services. FMOH sets policies, strategies and guidelines for 

improving services for underserved populations and health care waste management. The 

regions adapt these guidelines to their needs. FMOH also supports regions in systems 

development and mobilizes additional resources to improve service delivery including 

establishing appropriate platforms for mutual accountability, information flow and 

efficient use of resources.  

 The nine Regional Health Bureaus (RHBs) and two City Administrations are 

responsible for plans and programs for people in their areas. Their responsibility is to 

deliver health services based on the national health policy, health service delivery within 

the region (including all types of hospitals), licensing of health facilities, and ensuring 

adequate supply of safe and affordable medicines and supplies.  

31. The Woreda Health Offices (WorHOs), are under the administrative control of Woreda 

Councils. They manage and coordinate the primary health care units (health centers and 

health posts). They are responsible for planning, financing and monitoring the health progress and 

service delivery within the Woreda. The RHBs provide technical support to WorHOs.    

HSDP IV has well established governance structures at different levels of the Ethiopian 

health system to effectively plan and use these resources.  

 The Joint Consultative Forum (JCF) chaired by the Minister of Health and co-chaired by the 

lead partner in the sector is the highest body for dialogue on sector policy and reform issues 

between GOE, its partners and wider stakeholders. The JCF also oversees the allocation, 

implementation and use of MDG Performance Fund, PBS, GAVI and other donor supported 

projects ensuring effective linkages between support provided by different partners, regional 

bureaus and other sectors.  

 

 The Joint Core Coordinating Committee (JCCC) chaired by the Director General of Policy, Plan 
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and Finance General Directorate supported by the Directorate is the technical arm for the JCF.  

The JCCC provides operational oversight and monitors the implementation of all pooled and non 

pooled funds provided by partners to the health sector.  The JCCC is also responsible for 

organizing and coordinating monitoring and evaluation of the program as well as facilitating 

relevant meetings and missions including technical assignments recommended by JCF.  

 The Joint Financing Arrangement  (JFA) is the instrument that prescribes the operations of 

the MDG PF. It specifies the responsibilities of the FMOH, the Responsibilities of the DPs, 

the institutional arrangements and decision making process of the JCF and JCCC, as well as 

the planning, financial management, procurement and anti-corruption processes to be 

followed.  There are currently around 10 donor representatives on the JCCC.   Since this 

PforR operation will provide funding for the MDG PF, the implementation arrangements 

specified in the JFA will apply. The JFA will need to be amended to accommodate the 

requirements of the PforR operation.    

IV. Proposed Program’s Fiduciary Arrangements 

A. FINANCIAL MANAGEMENT 

32. The 2011 Country Integrated Fiduciary Assessment (CIFA) noted improvements in Ethiopia’s PFM 

systems. The emphasis has been on “getting the basics right” in the fields of planning and budgeting, 

revenue administration, budget execution including procurement, accounting and reporting systems. 

Government of Ethiopia has also focused quite extensively on improving Regional Public Financial 

management systems. Since these reforms have not been completed, there is variability in the PFM 

systems between the Federal level, the nine regions, and the two city administrations as well in over 

800 Local Governments determined by the pace at which implementation has been undertaken.  

33. Improvements have been noted in the preparation of sectoral strategic plans which influence the 

nature of the annual plans that feed into the annual budget. Rigorous budget formulation has been in 

place since 2000 at all levels of government. MOFED is now focusing at introducing medium term 

perspective to budgeting at federal level through strengthening the macro –fiscal framework and 

introducing a medium term expenditure framework structured in program budgeting format. By so 

doing, the linkages between spending and policy objectives will be further strengthened. In the area of 

revenue administration, an introduction of Standard Integrated Tax Administration Systems 

(SIGTAS) and rolling out tax identification numbers and education the citizenry has increased tax 

revenue collection.  

34. Improved in year predictability of funds has enabled budget institutions to plan ahead with longer 

term horizon thereby strengthening budget execution. Strengthened cash forecasting system 

introduction, robust revenue performance and the introduction of Integrated Budget and Expenditure 

system (IBEX) and introduction of a single treasury single account (TSA) for budget institutions has 

brought about a more efficient cash management system. The quality of debt management at federal 

level has improved through the upgrading of the IT based debt management system (DMFAS). In 

practical terms, there is insufficient link between procurement planning and budgeting. At regional 

level, preparation of procurement plans is just beginning. It is also noted that there is insufficient 

separation of regulatory and operational functions when it comes to procurement. At regional and 

woreda levels most staff are aware of procurement principles, but shortages of technically competent 

procurement staff are an issue due to problems in hiring and retaining sufficient numbers of qualified 

staffThe main areas of weakness identified by the PEFA related to the extent of multi-year planning, 

extent of unreported government operations, tax collections, budget execution, procurement and 

internal audit. The detailed ratings for the Federal Government and selected regions are at Annex 

“A”.  
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Key Issues 

35. Issue 1: HSDP IV outlays proposed  are not realistic. HSDP IV was prepared on the basis of 

assessing funding requirements to meet the MDG goals. It was based on two scenarios – “Base Case” 

and “Best Case”. The “Base Case” outlay was $8.8 bn., while the “Best Case” outlay was $10.8 bn. 

HSDP IV recognized that there was likely to be a funding gap. What it had estimated was there were 

resources committed for $4.4 bn. resulting in a financing gap for the “Base Case” scenario of $4.3 bn. 

from FY 11 to FY 15. The “Base Case” had estimated annual funding of the order of around $1.7 bn. 

Actual funding is significantly below this amount. In EFY 2003 it is estimated that total funding for 

health was around $460 mn. from domestic sources. It is possible that an equivalent amount could 

have been provided through donor resources that were off budget. That would still leave a gap of 

around 50% below HSDP IV estimates. The annual plans are developed to meet ambitious service 

delivery targets. As such, there is a huge financing gap which will not be sufficiently reduced because 

the plan is not backed by the needed resources. In such situations, it becomes difficult to make 

woredas accountable to the outcome results planned in the annual plan.There is therefore need to 

revisit the financing assumptions underlying the overarching framework for health sector 

interventions in Ethiopia.     

36. Issue 2: The overall planning tool used by the Government of Ethiopia – the Macroeconomic 

Fiscal Framework needs enhancement to be of utility for the health sector. The MEFF is what is 

used by MOFED for providing planners with an indication of the resource use by all sectors – 

including the health sector. Given the decentralized nature of the health sector – this tool has had 

limited utility for this sector. A World Bank analysis of the MEFF showed that the MEFF has severe 

limitations as a planning tool. In some cases the variability for the three outer years was more than 

thirty times. The conclusion of the assessment was that “MEFF’s lack of reliability strongly 

diminishes its value as a tool to link multiyear strategies with projected multi-year resources...”.   

37. Given the weaknesses in the Federal level MEFF, FMOH has devised its own highly detailed 

planning process. The JFA (Section 7) details the planning process to be followed that is both top 

down and bottom up. The Woreda Based Core Plan is comprehensive in scope covering all major 

targets as well resources coming to the sector from different channels. In EFY 2004 817 woredas 

participated in the annual planning process along with all hospitals.  The Annual Planning process as 

per the JFA has clear milestones and outputs. However the results are mixed at the regional level. 

There is significant variability on a year on year basis. In several regions the share of woreda level 

health capital expenditures have significantly declined (as a share of overall regional health sector 

budgets). Over the last six years in SNNPR, the share of woreda level health sector budgets have 

varied between 23% to 66% with large annual fluctuations. The details for all the regions are at 

Annex “B”. Planning, while improving, is still in transition.    

38. Issue 3: Budget volatility remains a challenge for the health sector.  The PEFA assessment 

analysed actual expenditures vis a vis the budget as it was originally approved. This is a standard 

benchmark used globally under the PEFA methodology and is different than the practice followed in 

Ethiopia. As per this assessment, the budget volatility of the Ministry of Health (for both recurrent 

spending and capital spending) was one of the  highest for all spending units in the Federal 

Government between FY 07-09.  Budget volatility at the Regional Health Bureaus (RHBs) is 

variable. Between 2007 to 2009, it improved in Oromia and Amhara while it sharply deteriorated in 

SNNPR. The details are at Annex “C”. 

39. Issue 4: Budget execution: On average over two-third of the total capital expenditure is managed by the 

Federal MOH (with a sharp increase in 2009/10). Regions account for 23 percent of the capital 

expenditure and Woredas about 10 percent. While there have been impressive increases in outlays for 

capital expenditure for FMOH, the outcomes are mixed. In EFY 01 budget execution was only 22%, 

while in EFY 03, it was only 61%.   At the regional level RHS have only been able to utilize around 70% 

of their budgetary allocations on average. Ethiopia’s impressive record in the health sector could have 
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been further improved if budget execution of the capital outlays at all three levels of government had 

been better utilized. Related to this is the issue of Value For Money (VFM) in the construction of these 

Health Centres. A recent audit report (April 2012) raised the issue of the quality of construction of 

Health Centres. 
3 
 

 

The OIG visited 77 newly constructed HCs and observed the following significant 

deficiencies in infrastructure and equipment: 

 71% of the sites visited did not have access to water; 33% did not have 

functioning toilet facilities;53% had major cracks in the floors; and 19% had 

leaking roofs. 

 Only 14% of the HCs had equipment such as microscopes and delivery beds; 

only 12% had functional drug stores; and none of the laboratories had work 

surfaces. 

 

The OIG identified a number of factors that contributed to these deficiencies: 

 Contractors failed to perform work to the required contract standard. As a result, 

several contractors were issued with multiple warning letters and about 55 

contractors had their contracts terminated. 

 Insufficient site supervision, given that in some cases supervisors were in charge 

of 15 to 30 sites. 

 Insufficient alignment to the non structural requirements for functional HCs, 

such as qualified human resources, water and electricity.  

 

40. FMOH is taking steps to address quality issues in health center construction. However this could be 

symptomatic to a deeper challenges that exist – especially since non-competitive processes have been 

followed for awarding construction contracts for health centres.  

41. Issue 5: Drug distribution, inventory management and control have been improving but require 

strengthening. The targets specified in HSDP IV are to decrease the proportion of health facilities 

with stock-out for essential drugs from 35% to 0, and also to decrease procurement lead time from 

240 to 120 days. The Commodity Tracking Study of 2011 revealed weaknesses across Ethiopia in 

logistics systems. It recognized the fact that the logistics master plan for Health Commodities Supply 

System developed by FMOH/PFSA was still in evolution. The average duration between orders 

placed and received for contraceptives varied from 3 to 63 days and for vaccines from 3 to 127 days. 

Around 43% of health facilities met around half the requirements prescribed for adequate storage 

conditions. 28% of the facilities meet between 51% and 75% of the parameters. Utilization of stock 

cards/record varied across the system. Low levels of utilization were noted at the health facilities at 

the woreda level or below. Some facilities did not maintain proper records for stock outs and 

hospitals, health centres and health posts have on-going challenges regarding maintaining adequate 

inventory levels. FMOH needs on-going support to ensure that it can meet the targets specified in 

HSDP IV regarding stock outs and improved timeliness in procurement of drugs.  

42. Issue 6: Performance Reporting: There are ongoing challenges regarding performance 

reporting by health facilities across the country through the HMIS system. At the Federal level, 

the completeness and timeliness of performance reporting is 55% and 70% respectively. However at 

the regional level the situation is variable. In Somali only 28% of facilities report information in a 

complete manner and only 30% report it on time.This has direct implications regarding the 

information available to decision makers at the Federal level and in the Regions.  To address this 

                                                      
3
 Office of the Inspector General (US Government) (20 April 2012), “Audit of Global Fund Grants to the Federal 

Democratic Republic of Ethiopia”. Pages 35 and 36. 
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issue, one of the DLIs in this operation is provides incentives for improving the quality and validation 

of these reports.  

43. Issue 7: Internal Audit as well as External Audit have the greatest need for  technical assistance 

at all levels of the Government in Ethiopia. This is a finding not just of the PEFA report, but of 

almost all PFM reports that have been undertaken in Ethiopia over the last decade. There is need to 

improve both the professionalism as well as the independence of internal auditors. MOFED is taking 

action to establish Audit Committees at the Federal and Regional level as well as in selected woredas. 

A number of staff have recently been recruited into the internal audit department of the FMOH to 

strengthen internal controls. However until that is done, internal audit will remain an area of  

fiduciary weakness. Similarly, in the area of external audit – overall coverage across Ethiopia is only 

26%.With the onset of the Program, there will be need to increase the coverage through increased 

usage of the Regional Auditors General... 

B. PROCUREMENT 

44. In Ethiopia, public procurement is regulated by the Public Procurement and Property Administration 

Proclamation No. 649/2009. The Proclamation establishes the Federal Public Property and 

Administration Agency (FPPA) as a body responsible for regulation and monitoring of public 

procurement activities. A CPAR was carried out in 2002 and updated in 2010 mainly to respond to 

Ethiopia’s progress in decentralization since 2002.   

45. The 2010 CPAR highlighted a number of risk areas and inadequacies in legal , institutional setup and 

procurement practices that included (i) FPPA does not   have regulatory and monitoring responsibility 

over government owned enterprises (ii) FPPA  reports to MoFED and cannot be considered 

independent of MoFED though it has management autonomy (iii) capacity of FPPA to monitor 

procurement activity was weak (iv) there were no formal  oversight or complain mechanism at 

regional level (v)  there was  lack of adequate recognition for the procurement profession, and a 

shortage of capacity to effectively enforce and implement the procurement law (vi) the private sector 

was not organized to any significant degree, and does not enter into dialogue with government on 

procurement policy and market operations. There are also concerns with the minimum time given to 

Bidders to prepare meaningful bids and the local preferences given to Micro and Small Enterprises 

(MSEs) and   (vii). The legal framework allows a merit point system to be used for both goods and 

works may lead to reduced transparency in award of contracts. 

C. FRAUD AND CORRUPTION 

46. There is a robust legal framework for addressing fraud and corruption in Ethiopia. The 1957 Penal 

Code criminalized some acts of corruption. Several provisions dealing with corruption were 

incorporated in the 1974 Special Penal Code. Both remained in force till 2004 when a new Criminal 

Code came into force.  In May 2001, the government established the Federal Ethics and Anti-

Corruption Commission (FEACC) with a mandate to expand ethics and anti-corruption education, 

prevent corruption, and to investigate and prosecute alleged corruption offences. The objectives of the 

FEACC are: 

(i)       promoting ethics through education; 

(ii)      prevention of corruption through reviews of working procedures and systems; 

and 

(iii)     investigation and prosecution of suspected corruption cases. 

 

47. Proclamation  No.  433/2005  and  Regulation  No.  144/2008  provide  for  the  role, powers, duties 

and responsibilities of the FEACC to enable it to effectively achieve its objectives. The FEACC has 
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received political support at the highest level in the country. The government has also declared that it 

follows a zero tolerance policy towards corruption. 

48. FEACC has adopted both preventive and curative approaches in combating corruption in the country. 

It undertakes preventive functions and activities through different mechanisms which, among others, 

include establishment of anti- corruption offices and forums, study of work procedures and systems 

within public institutions and making recommendation for addressing identified weaknesses, and 

provision of ethics education. Likewise, investigation and prosecution of suspected cases of 

corruption are important curative activities of the Commission. 

D. COMPLAINT HANDLING MECHANISMS 

49. Complaint handling mechanisms are in place in FMOH as well as in health facilities across the 

country. The health sector has well-defined complaints handling mechanism starting from the Federal 

level to the health facilities as required by the National Proclamations
4
 and institutional level 

operational guidelines. These proclamations clearly define corruption and describe procedures and 

rules to be followed as well as rights of individuals charged under corruption offences. In addition the 

scope of the Federal Ethics and Anti-corruption Commission (FEACC) covers all sectors including 

health from the federal to the woreda levels. Besides FEACC, there are different processes 

established for handling different kinds of complaints. The findings of the assessment are : 

Overall Health Sector: 

 

50. Each institution in the health sector including the FMOH has established “complaints handling 

committees” which are accountable to the head of the concerned institution, and led by the top official 

of the institution assigned by the head of the concerned agency. The committee usually consists of 

three to five members. Furthermore there is a discipline committee that is mandated to investigate 

issues related with staff discipline.   

51. The HSDP IV recognizes the criticality of citizen’s engagement and ownership in ensuring 

accountable and responsive health services to achieve its goals. The program encourages active 

participation of citizens through networks of five households guided by a model household to 

improve healthy lifestyles and using preventive and promotive health services remains one of the core 

strategies of HSDP IV. These networks are supported by the Health Extension Workers who deliver a 

package of essential health services at the community level and facilitate community dialogue on 

health and health related issues.  In addition, women’s groups and traditional leaders are being 

actively engaged to overcome the cultural barriers that limit the access to safe motherhood services.  

Procurement: 

52. The Federal Procurement Proclamation enacted the establishment of “Board for Review and 

Resolution of Complaints in public procurement”. The board has five members and is chaired by 

State Minister of MoFED, and has one representative from Public Body, Public Enterprise, PPA and 

Chamber of Commerce. A complaints review unit in PPA receives and compiles complaints and 

presents to the board. The same unit is also charged with responsibility to receive offence reports 

from Procuring Entities against suppliers and pass measures. The unit presents complaints from 

bidders to the Board while offence reports from Procuring Entities are not Board’s responsibility. 

During the period 2004 to June 2012, a total of 287 complaints from purchasers, and a total of 177 

complaints from bidders were received.  Records show 36% of complaints received from purchasers 

are decided in favour of purchaser with a result leading to warning given to suppliers and some 

suppliers (14%) cancelled from suppliers list. Likewise, 26% of complaints received from suppliers 

are decided in favour of suppliers with a result leading to change of decision and/or cancellation of 

                                                      
4
 Proclamation 433/2005 and 434/2005 
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bid. Two complaints were lodged on PFSA since 2007 that were appealed to the Federal level and 

both complaints were decided in favour of PFSA. 

53. The Complaints Review Board dismisses a complaint if the complaint is not first submitted to the 

head of Procuring Entity, or if the complaint is submitted later than five working days from the date 

the public body has responded to the complaint. The directive also stipulates that complaint will not 

be lodged when bidders are selected by means of restricted bidding or request for quotation. The 

complaint Board does not make public its decisions nor are any of its statistics open for public 

domain. 

V. Program’s Expenditure Framework 

54. Resource from IDA is to be channelled through the “MDG Performance Fund” (MDF PF).  The P for 

R operation will align with the MDG performance fund through creating a “sub account” to the Fund, 

and will track results through agreed DLIs. 

55. The disbursement linked indicators (DLIs) are proposed based on the following criteria: (a) evidence 

of their contribution to MDGs; (b) under the span of control of government; (c) achievable in the 

time-frame being considered; and (d) objectively measurable and verifiable.  An indicative list of the 

DLIs is presented in Table 2 which includes a combination of outcome and process indicators.  

 

 
Table 2: Disbursement Linked Indicators 

No. Disbursement Linked Indicator 
Value  US$ Million 

Prior 

results 

Yr. 

I 

Yr. 

II 

Yr. 

III 

Yr. 

IV 

Yr. V Total 

1. Deliveries attended by skilled birth providers (%) - - 10 - 10 - 20.0 

2. Children 12-23 months immunized with Pentavalent 3 

vaccine (%) 

4   5  10 19.0 

3. Pregnant women receiving antenatal care (%) -  7.5  7.5  15.0 

4. Contraceptive Prevalence Rate (%)   10  10  20 

5. Health Facilities reporting HMIS data in time (Average 

number for 4 quarters) 

- 1 1 1 1 1 5.0 

6. Development and implementation of Balanced Score card 

approach to assess facility performance and related 

institutional incentives 

 5 2 3 5 5 20 

7. Development and implementation of Annual Rapid Facility 

Assessment to assess readiness to provide quality MNCH 

services
5
 

2 3 3 2 2 2 14.0 

9. Improved transparency and efficiency of the 

Pharmaceutical Fund and  Supply Agency (PFSA) 

 2 2 1 1 1 7.0 

 TOTAL 6 11 35.5 12 36.5 19 120.0 

 

56. DLIs 1 to 4 relate to improvements in maternal and child health while DLIs 5 to 8 focus on capacity 

building and systems strengthening. As can be seen above, these relate to improving reporting of 

HMIS data, introduction of the Balanced Score Cards Approach; development of the Annual Rapid 

Facility Assessment and improvements in transparency of PFSA. 

57. The funds will be released into the MDG Performance Fund (MDF PF) that is managed by the 

FMOH. Since PFSA utilizes more than 90% of the MDG Fund resources through procurement of 

health commodities centrally for the country, the fiduciary assessment is focused primarily on the 

                                                      
5
 These surveys will be periodically validated by Comprehensive Facility surveys planned under the PBS III 
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performance of the MDG PF and PFSA. Besides procurement through PFSA, a limited amount of 

resources are also utilized for construction of health centres – an activity that is directly managed by 

FMOH. This assessment therefore also discusses fiduciary issues related to construction of health 

centres. 

VI. Program Fiduciary Performance and Significant Fiduciary Risks  

A. FINANCIAL MANAGEMENT 

58. Issue 1: Performance of the MDG PF. This fund was conceptualized under HSDP III and was 

established in 2007. The financial performance of this fund since January 2010 has been the 

following: 

 

Table 3: Income and Expenditure Statement of MDG PF. 

 

Source: FMOH: Quarterly IFRs for the PBS Phase II Project (Component B) 

 

59. The table above shows that:  

Quarter Ending: Jan - July 2010 October 2010 January 2011 April 2011 July 2011 October 2011 January 2012 April 2012 July 2012

USD USD USD USD USD USD USD USD USD

Cash Adjustments 186,923.79

Receipts

UNICEF 177,918.00 177,918.00 500,000.00 500,000.00

Irish Aid 1,924,660.75 4,142,621.02 4,142,621.02 4,142,621.02 4,142,621.02 6,715,363.76 7,626,905.64 7,626,905.64 7,626,905.64

UNFPA 1,000,000.00 1,000,000.00 1,996,666.49 2,000,000.00 2,000,000.00 2,000,000.00 2,995,189.30 2,995,189.30 2,995,189.30

WHO 664,303.00 965,272.00 965,272.00 965,272.00 965,272.00 965,272.00 965,272.00 1,664,044.65 1,664,044.65

Spain 13,690,062.17 20,106,572.55 20,106,572.55 20,106,572.55 20,106,572.55 26,953,072.08 26,953,072.08 26,953,072.08 26,953,072.08

DFID 17,292,678.95 30,019,076.76 47,793,237.19 47,799,250.14 60,607,244.94 60,607,244.94 142,184,788.62 142,184,788.62 142,184,788.62

Italian Cooperation 1,693,811.83 3,797,853.45 3,797,853.45

AUAID 7,445,900.00

IDA

Total Receipts 34,571,704.87 56,411,460.33 75,182,287.25 75,013,715.71 87,821,710.51 97,240,952.78 182,419,039.47 185,721,853.74 193,167,753.74

Available Cash 33,344,266.83 56,411,460.33 74,995,363.46 75,013,715.71 87,821,710.51 97,240,952.78 182,419,039.47 185,721,853.74 193,167,753.74

Expenditures

Health Extension Package 1,260,185.72

Service Delivery 939,474.41 1,031,328.90 1,046,854.93 1,173,305.38 4,479,231.26 4,730,812.46 4,804,335.93 4,844,268.70

Procurement of Health Commodities 5,954,598.42 5,954,598.42 10,377,732.17 11,916,490.91 12,440,144.96 15,553,631.75

Health Systems Strenghtening 3,904,225.45 9,331,186.14 9,331,186.14 9,331,186.14 9,514,238.63 9,769,105.38 10,931,779.20 11,281,208.30

Operating Expenses 91,424.99 99,696.82 101,919.97 102,071.53 272,639.72 284,444.80 312,509.65 361,335.26 465,699.53

Total Expenditures 91,424.99 4,943,396.68 10,464,435.01 16,434,711.02 16,731,729.66 24,655,646.86 26,728,918.40 28,537,595.35 33,404,994.00

Exchange Loss 1,135,952.58 7,811,528.45 7,998,483.94 8,191,175.44 8,337,367.25 8,737,865.53 8,899,125.15 9,434,461.00 11,550,815.99

Closing Fund Balance 32,208,314.25 43,656,535.20 56,532,444.51 50,387,829.25 62,752,613.60 63,847,440.39 146,790,995.92 147,749,797.39 148,211,943.75

Cash and Bank 429.99 20,107,955.43 35,027,677.10 37,344,812.78 19,341,176.89 28,760,419.16 91,281,105.42 43,885,506.20 50,441,451.57

Receivables 33,250,852.39 24,199,694.30 22,583,505.14 14,510,359.24 44,401,452.72 36,199,603.11 55,620,059.72 106,068,689.41 99,889,725.76

Payables 1,134,393.12 651,114.54 1,078,737.73 1,467,342.77 990,016.01 1,112,581.87 110,169.23 2,204,398.22 2,119,233.58

Total 32,116,889.26 43,656,535.19 56,532,444.51 50,387,829.25 62,752,613.60 63,847,440.40 146,790,995.91 147,749,797.39 148,211,943.75

PFSA Advance from MDG PF 17,226,451.17 14,564,452.66 14,425,044.98 10,287,891.13 38,620,308.94 20,061,442.86 18,549,513.85 63,979,140.46 59,747,759.26

Cumulative Expenditure Incurred 0.3% 8.8% 14.0% 21.9% 19.1% 25.4% 14.7% 15.4% 17.3%

MDF PF
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 Donors have provided over $193 mn of support to the MDG PF 
6
 

 Cumulative expenditure upto the end of June 2012 is $33.4 mn 

 Only 17% of MDG PF funds have been used to date and the FMOH is determining ways of 

accelerating fund uptake to ensure that the increased volume of resources matches the uptake and 

results on the ground. 

 FMOH has had very large cash balances ever since 2010. Between $20 mn to $91 mn has been 

sitting as cash in the bank and some in regions. Owing to inaccessibility of some of the woredas, 

getting the rightful documentation to account has been difficult. It would be worthwhile for 

FMOH to put together a task force to look into such issues and ensure that the level of 

accountability is increased.  

 Implementing agencies have received large advances and there is excessive delay in settling these 

advances. As per the details at Annex “D”, as of July 2012, total advances from MDG PF were 

$99,889,725 while from the PBS Component B the advance was $8,713,056. As can be seen from 

the table the primary recipients of advances from the MDG PF are: 

o PFSA with an advance of $59,747,759.26 of which almost $15 mn has been with them 

for more than 12 months and another $44 mn has been an advance for 3-6 months. 

o Oromia Health Bureau with an advance of $1.19 mn of which only $330 k was received a 

month ago and the rest is at different timeframes with them, a significant portion for more 

than 12 months. 

 

60. Excessive cash balances combined with low utilization does raise some concerns regarding the 

performance of the MDG PF over the last two years. An analysis of the MDF PF budget vis-a-vis 

actual expenditures shows that despite funding being available, critical drugs and equipment were not 

procured over the last two years in the four areas that the MDG PF operates in. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                      
6
 Netherlands signed the agreement to join the MDG PF in July 2012. As per newspaper reports, Netherlands is to 

contribute a total of $ 43 mn to the MDG PF over the next four years.  
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Table 4: MDG PF: Budget Utilization

 

61. As can be seen above, cash is not and has not been a constraint for the MDG PF. The challenge is in 

implementation. While critical activities remain unimplemented, the only budget line where there is 

an excess of 388% is on Operating Expenses of FMOH. For example – against an allocation of $12 

mn for procurement of ambulances in 2003, actual utilization was 6%. Similarly against an allocation 

Cumulative Budget Cumulative Expenditure % Used

MDG Fund MDG Fund

USD USD

Health Post Consumables including 53000 ORS 8,111,456.00 0.00 0%

Cold Room Construction 2003 1,000,000.00 0.00 0%

Emergency Triage equipment 2003 2,000,000.00 0.00 0%

New Born Corner Equipment 2003 1,600,000.00 0.00 0%

Vaccines 2004 7,070,932.00 0.00 0%

Establish New Born Corner Unit 2004 1,000,000.00 0.00 0%

BEmONC equipment supply for 100 HCs 2003 1,000,000.00 0.00 0%

Medoxyprojesterone injections 4,368,000.00 0.00 0%

Misoprostol (200 mg - 5 pac) 800,000.00 0.00 0%

Establishment of CBHI 2003 40,000.00 0.00 0%

Finalization of Health Center Construction 2003 7,000,000.00 0.00 0%

Hospital Medical Equipment: Delivery Kit 1,500,000.00 0.00 0%

Hospital Equipment for 5 Hospitals 5,330,000.00 0.00 0%

Medical Equipment for Black Lion, Emanuel and Alert Hospitals 2,600,000.00 0.00 0%

Medical Equipment for Hospitals 2004 18,003,939.00 0.00 0%

Health Care Equipment 2004 5,250,000.00 0.00 0%

Essential Drugs 2004 8,000,000.00 0.00 0%

Health Center Construction 2004 8,000,000.00 0.00 0%

HEW Training on clean & safe delivery 300,000.00 0.00 0%

Support to Hospitals Alliance 900,000.00 0.00 0%

Electronic Medical reocrds implementation 300,000.00 0.00 0%

Procurement of Bendiocarp chemical for irs 13,500,000.00 0.00 0%

CBHI general subsidy and drug support to HFs 2004 1,800,000.00 164.94 0%

HMIS Scale Up 2004 7,000,000.00 8,402.36 0%

Integrated Emergency Obstetrics Training (5 Hospitals) 1,996,420.00 11,063.92 1%

Vaccine Procurement 3,000,000.00 24,978.14 1%

Training and Advocacy 25,083.87 25,083.87 100%

Implementation of New Medical Education 9,030,280.00 59,511.02 1%

Training Advocacy 2003 (MDG) 963,000.00 110,569.40 11%

Support to Vaccination Programs 2003 1,000,000.00 126,194.94 13%

Training and Advocacy 2002 257,581.93 257,581.93 100%

Commodities for maternal health 2002 872,500.00 295,278.90 34%

Training 2003 1,000,000.00 333,952.15 33%

Operating Expenses 120,000.00 465,699.51 388%

EmONC drugs and supplies 2003 1,700,000.00 501,727.26 30%

Ambulances 2004 17,400,000.00 546,478.22 3%

Midwifery Training 2,000,000.00 613,347.01 31%

10% payment & incidentals for CT MRI & Mamography 800,000.00 705,622.65 88%

Ambulance Procurement for 300 woredas 2003 12,000,000.00 764,912.27 6%

© Family Folder Printing 2002 892,729.70 892,729.70 100%

Equipment for Maternity and Pediatiric Care Wards for St. Pauls Hospital 2003 1,500,000.00 932,584.37 62%

Emergency Medical Equipment for 30 Hospitals 1,500,000.00 1,353,399.57 90%

Vaccine and AD syringes 1,950,819.12 1,950,819.12 100%

Contraceptives 2002 3,100,000.00 2,921,223.76 94%

LLINS 2002 4,875,500.00 3,840,885.46 79%

Essential Health Commodities 6,845,097.00 6,280,174.14 92%

Health Center Construction 2002 15,000,000.00 10,382,609.38 69%

Total: 194,303,338.62 33,404,993.99 17%

Source: FMOH (15 August 2012): Submission of Interim Financial Report PBS II H-477, H-643 & TF 095160

MDG PF
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of $17 mn in 2004 for procurement of ambulances, actual utilization was 3%.  For the HMIS for 

which support is being sought under this program, against an allocation of $ 1 mn, actual expenditure 

was 0.24% and the HMIS scale up in 2004, against an allocation of $7 mn actual expenditure was 

0.12%. In the area of Health Centre Construction, against an allocation of $7 mn in 2003, utilization 

was 0%, and in 2004 against an allocation of $8 mn actual expenditure was also 0%.  

62. Program wise details of the cumulative expenditure under the MDG PF and also component B of PBS 

II are at Annex “E”. Upto July 2012 (six months before the end of the project), PBS II had utilized 

only 50% of the funding available.  

63. Given the excellent progress that Ethiopia has made towards the MDGs, improving budget utilization 

of the MDG PF is absolutely critical if the Maternal and Child Health MDG goals are to be met. They 

will certainly not be met if performance continues at the current pace. Low budget utilization as well 

as excessive cash balances are a significant risk for this program. 

64. Issue 2: MDG PF Foreign Exchange Loss: There are significant foreign exchange losses that have 

been charged to the MDG PF.The Bank is currently undertaking an exercise to review the level of 

bank charges and losses charged levied and charged to programs to decide and work towards next 

steps to lower levels leviable.  The table below provides details of the build-up of this loss over time. 

Table 5: Exchange Losses: MDG PF and PBS 

 

Source: FMOH: Quarterly IFRs for the PBS Phase II Project (Component B) 

 

65. As can be seen in the table above both funding sources have disbursed almost the same amount upto 

July 2012. The MDG PF has disbursed $33.4 mn and the PBS project has disbursed $32.9 mn. 

However the exchange loss being charged to the MDG PF is $11.5 mn while it is only around $0.5 

mn for the World Bank project – which would in any case be an in eligible expenditure. Even if the 

overall cash is taken as the basis for calculating exchange losses, then in some quarters the MDG PF 

has been charged around 10 times higher than the PBS program. This is an issue that needs to be 

looked into before the Bank agrees to pool funds into the MDG PF.   

66. Issue 3: The Bank’s experience in dealing with FMOH as an implementing partner has been 

mixed. Key challenges affecting implementation of Bank financed projects by FMOH were 

summarized in the “In Depth Financial Management Review” in May 2012. This review noted 

systemic weaknesses in both the Nutrition and the PBS II projects: delayed proclamation of project 

budgets, weak budget monitoring and budgetary control, inconsistent budget related information, 

sizeable advances to regions that are not settled in time, internal control weaknesses especially at the 

woreda level, ineffective internal audit across all levels of government, long delays in submission of 

audit reports and high staff turnover.  

67. A review of the management letters issued by external auditors on bank financed projects noted the 

following; (a) External auditors were unable to obtain adequate supporting documentation with regard 

to procurements (b) Settlements of advances made to UNFPA was problematic (c) FMOH and 

respective decentralized levels were unable to provide the auditors  with distribution lists of medical 

MDG PF

Quarter Ending: Jan - July 2010 October 2010 January 2011 April 2011 July 2011 October 2011 January 2012 April 2012 July 2012

Available Cash 33,344,266.83 56,411,460.33 74,995,363.46 75,013,715.71 87,821,710.51 97,240,952.78 182,419,039.47 185,721,853.74 193,167,753.74

Total Expenditures 91,424.99 4,943,396.68 10,464,435.01 16,434,711.02 16,731,729.66 24,655,646.86 26,728,918.40 28,537,595.35 33,404,994.00

Exchange Loss -1,135,952.58 -7,811,528.45 -7,998,483.94 -8,191,175.44 -8,337,367.25 -8,737,865.53 -8,899,125.15 -9,434,461.00 -11,550,815.99

PBS Phase II

Quarter Ending: October 2010 January 2011 April 2011 July 2011 October 2011 January 2012 April 2012 July 2012

Available Cash 1,256,219.54 8,943,694.68 20,506,353.87 23,341,031.36 25,159,586.28 26,167,160.02 26,652,415.81 41,326,233.50

Total Expenditures 0.00 311,000.00 7,924,749.59 7,993,412.97 10,130,172.31 21,119,719.23 21,626,807.30 32,896,636.34

Exchange Loss / Gain 38,284.31 -117,089.46 -254,097.18 -389,811.72 -460,549.92 -497,549.58 -539,364.27
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supplies and equipment procured by PFSA from program funds (d) Weak internal controls were noted 

as exhibited in long outstanding advances and lack of timely clearance of them, recording and coding 

irregularities, abnormal creditor balances in the books of account, report and record reconciliation 

problems and per diem payments paid without approval (e) cash transfers from regions were fully 

withdrawn at once and kept with cashiers of woreda units unutilized (f) budget monitoring was 

observed as weak (g) the existing logistics master plan for health commodity supply system is still 

under transition (h) inventory control is weak. Over the last four years that the Nutrition Project has 

been under implementation - progress has been slow. Up to August 2012, only 57% had been 

disbursed and expenditures incurred were only around 33%.  

68. Issue 4:  The core financial management system in FMOH is currently in transition. The multi 

donor review of financial management systems of FMOH 7 had raised concerns regarding the 

multiple accounting systems in use in FMOH (Peachtree / Excel / IBEX) as well as the accuracy and 

quality of some of the reports produced through those systems. The Global Fund Audit of April 2012 

had pointed out that in FMOH, there were long outstanding advances, there were inadequacies in 

internal audit, and key reconciliations relating to cash and bank and program disbursements were not 

regularly prepared and reviewed. These are currently being harmonized by the introduction of IFMIS. 

The FMOH is one of the pilot ministries where all systems are supposed to use IFMIS once piloted. 

69. Accounting and Financial Management: The entire FM system of FMOH is currently being revamped 

since it is a pilot for the roll out of the Oracle IFMIS system through MOFED. IFMIS incorporates 

nine modules namely General Ledger, Accounts Payable, Accounts Receivable, Fixed Asset, Cash 

Management, Inventories, Purchasing, Payroll and Public Sector Budgeting. There has been good 

progress made on the IFMIS during the last two year – with a “go live” date scheduled for October 

2012. While the transition to the Oracle system entails implementation challenges, FMOH needs to be 

fully supported to ensure that this is a successful implementation since it will result in a quantum 

improvement in budget management, accounting, reporting and internal controls. Given the 

sophistication of the software solution, there is a risk that there could be implementation challenges 

resulting in delays in the “go live” date for Oracle. FMOH needs to be provided all the support it 

requires to fully make this system operational and for it to fully utilize the powerful functionality that 

it provides.     

70. Internal Audit: The JFA requires that the Internal Audit Department develop an annual risk based 

audit plan and audits are conducted in line with this plan. The JFA also requires that within 30 days of 

the submission of internal audit reports an Action Plan should be developed and monitored by 

FMOH. In line with this requirement, the Internal Audit Department in FMOH prepares annual 

plans/programs on the basis of risks. The criteria used are volume of transactions, complexity; 

findings of previous audits, size of budget/funding, and risk exposure. 

71. However there are implementation challenges. Each funding source (e.g. GAVI, Global fund, MDG) 

is assigned to a team (one person) for continuous follow up. The government budget is audited on a 

quarterly basis. Given the level of decentralization and size of funding in the Ministry the coverage of 

internal audit is limited. For example PBS has not been audited by the internal audit team of FMOH. 

Poor logistic support as well a relatively less per diems for auditing MDG PF funds compared to 

donor funded programs have resulted in low coverage. During FY 11 and FY 12 the only two regions 

that were covered were Tigray and Oromia. The main challenges within the IAD are the weak follow 

up on issues raised, low audit coverage, high staff turnover, weak linkages between the Regional 

IAD’s and the Federal IAD, and weak overall capacity of internal audit – both in FMOH as well as 

the country as a whole. Weak internal audit capacity raises fiduciary concerns for this project and for 

the program as a whole. 

                                                      
7
 Government of Ethiopia, FMOH (November 2011), Millennium Development Goals Fund (MDGF) – An 

Assessment of the Financial Management, Procurement and Supply Chain Management of the MDGF”.   
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72. Fund Flow Arrangements: Section 8 of the JFA specifies the fund flow arrangements for the MDF 

PF. As per the JFA the signatory Donor Partners (DPs) are required to advance to the MDG PF an 

amount sufficient to meet 50% of the annual contributions agreed between FMOH and the DPs. The 

first annual disbursement will be made following the DP’s receipt of the audit report (in line with 

article 12 of the JFA), MDG Fund Financial and Activity report for the third quarter of the previous 

Ethiopian fiscal year, together with the agreed annual plan and cash flow forecast for the subsequent 

fiscal year. A larger share may be disbursed on agreement with the DPs. Subsequent payment will 

normally be made following submission by FMoH of the first quarterly MDG Fund Financial and 

activity report, 6 months cash flow forecast and annual report of the preceding year. DPs may adjust 

the level of their disbursement or may decline to make a payment if the financial monitoring report 

does not demonstrate a need for funds. 

73. However the PforR is a totally different disbursement modality – with funding being released based 

upon DLI’s that have been achieved. Initial advances may be made by agreement with the World 

Bank for up to 25% of program-for-results financing for one or more DLIs that have not yet been met 

(“advance”). When the DLIs are achieved the borrower informs the task team and provides evidence 

as per the verification protocols, as justification that the results for the DLI have been achieved. In 

case of partial achievement of the DLI, the same criteria are used. In case of a scalable DLI, the task 

team will determine the amount to be disbursed on the basis of the program’s progress report and DLI 

verification protocol.  During appraisal and negotiations this will be discussed and legal advice will 

be obtained on addressing this issue.    

74. External Audit and Procurement Audits: Clauses 12.3 to 12.8 deal with the issue of external audits 

and procurement audits. Clause 12.3 states that the annual financial audit will be conducted by OFAG 

and that signatories to the JFA will have access to the audit reports and management letters. The JFA 

also permits performance audits to be carried out.  It also requires that a procurement audit of the 

MDG PF be carried out on an annual basis by PPA and that these audit reports will be made available 

to signatories to the JFA. To date only one procurement audit has been conducted and this has been 

shared with DPs. The audit report for FY 11 along with the Management Letter has also been shared 

with DPs. So far no major irregularities have been raised in either the external audit or the 

procurement audit of the MDG PF. 

75. Issue 5: Pharmaceutical Fund Supply Agency (PFSA): This agency was established in 2007. Its 

mission is to avail demand based affordable and quality pharmaceuticals sustainably to all public 

health facilities through the revolving drug fund and undertake capacity building to ensure proper 

inventory management and rational drug use. It has an extensive distribution network across the 

country and has clear targets identified through its strategic plan on the improvements it needs to 

make.  For an entity handling procurements of around $300 mn annually, its accounting and 

operations were manual. It has recently acquired Peachtree software and this system is being rolled 

out in PFSA. 

76. A financial management assessment of PFSA was carried out in July 2012. The main finding of this 

assessment is that:  

 Budgets: Budgets are communicated well in advance to PFSA by FMoH.  

 Accounting: At the time of the assessment PFSA was using manual accounting systems. At the 

head office there were 23 staff working in the fund management directorate, of whom 20 had BA 

degrees in accounting and 3 had Diplomas. USAID is providing support for the introduction of an 

automated accounting package - “Peachtree”- into PFSA. No major irregularities have been 

reported in the audit reports relating to component B of the PBS program or for the MDG PF.  

 Funds Flow: Funds are transferred to PFSA from the relevant funding sources to a single account 

managed by PFSA. When transfers are received they are pooled into a single account known as the 
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procurement pool fund. PFSA also manages the Revolving Drug Fund which is financed by 

government through service charges levied on clients. PFSA clientele includes both private and 

public hospitals. Private hospitals pay cash on delivery whereas public hospitals are given a credit 

facility of two months. When goods are delivered and if the first consignment is not paid for the 

second consignment is not delivered. There are exceptions that are made in case of emergencies.  

 Procurement: The procurement processes have been identified as the major bottleneck for   

liquidation of advances. The Procurement processes take between 6-9 months whereas actual 

procurement of goods usually takes an additional 3-6 months. 

 Internal Audit and Internal Controls:   PFSA has an internal audit directorate comprising of 1 head, 

1 senior auditor and two auditors. The directorate reports directly to the Director General of PFSA. 

The main focus of the internal audit directorate is financial management, compliance and stock-

cooperation audits. PFSA has 10 branches audited on a yearly basis. Approximately the audit 

coverage is of one branch per year. Follow up on the audit findings is undertaken by the responsible 

directorate with instructions to take action from the DG. The plan for internal audit going forward 

is to increase the number of auditors from 4 to 8-10 auditing staff. Given the current turnover for 

PFSA which ranges from birr 5 – 6 billion a year the number of auditors currently is deemed low 

and limits the coverage of internal audit. The internal control environment could not be assessed 

due to lack of documentation.  

 Financial Reporting: PFSA advised the team that reports are prepared on a quarterly basis and 

submitted to the Ministry of Health in the form of statements of expenditure to account for 

advance utilization and balances. A key concern of the P4R team was that PFSA has not 

prepared annual financial statements for the last five years. The latest income and expenditure 

statement that was available was for EFY 1999. 

 

      Table 6: PFSA Income and Expenditure Statement 

 

 Source: PFSA (2012) 
 

EFY 1999 EFY 2000 EFY 2001 EFY 2002 EFY 2003 EFY 2004

Birr Birr Birr Birr Birr Birr

Sales 285,621,894

Cost of Sales 227,422,928

Gross Operating Profit 58,198,966

Other Income 12,632,998

70,831,964

Expenses

Administrative 14,310,539

Distribution 9,461,170

Interest and Bank charges 2,119,101

Board fees 58,825

Audit Fees 80,000

Expired stock written off 1,321,904

Bad Debts written off 3,269

Provision for stock obsolesence 978,615

Provision for doubtful debt 645

28,334,068

Net Profit Before Taxation 42,497,896

Tax Expenses 12,802,976

Net Profit After Taxation 29,694,920

PFSA
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 External Audit: The external auditors for PFSA are Audit Service Corporation. The assessment team 

was advised that no annual financial statements were available for the last five years and that audits 

for FY 2009 and 2010 were underway. 

Risk Profile 

77. The main risks identified by the FM assessment of PFSA were the following: 

(i) The transition to an automated information system entails risks for the entity 

(ii) Financial reporting by PFSA is deemed inadequate as noted in PBS audits and IFRs. For example, 

accounting for large advances is excessively delayed.  

(iii) The internal audit is insufficiently staffed, the audit coverage is low. The assessment team was not 

provided with a copy of the audit plan. Hence it was not possible to assess if risk based auditing is 

being undertaken. Copies of internal audit reports were also not provided to the assessment team – 

hence the quality of the reports could not be assessed. The overall conclusion of the assessment 

team is that internal audit is inadequately staffed and is weak within PFSA.   

(iv) The use of a single account for all donor funds raises fiduciary issues given the manual systems 

and comingling of all donor funds although all this will be rolled into IFMIS.   

(v) The team was not provided with a copy of the PFSA accounting manual. It is not clear if such a 

manual exists at all. Due to this the teams assessment of that there is no structured or 

systematic approach to the financial management of the agency to guide staff on the policies 

and procedures of PFSA. The manual must be made available to all participants in the financial 

management function. 

(vi) PFSA has not been audited in the last five years as an entity as a whole. Without audited 

financial statements it is difficult to assess the effectiveness of internal controls or the quality of 

reporting as well as general performance. While PFSA’s Audit Reports are overdue, it needs to 

be noted that Annual Audit reports for the MDG PF are available. Donors therefore continue to 

disburse funds into the MDG PF on the basis of these audit reports. The findings of these audit 

reports are relatively minor and no major irregularities have been identified as part of these 

audits.   

(vii) The follow up of the distributed drugs and verification process is deemed inadequate and needs 

strengthening. Since no internal audit reports were reviewed it is unclear whether checks and 

balances are in place to ensure that the drugs are received by the intended recipient and the 

efficiency of the system is not known. 

(viii) A related issue concerns corporate governance. The PFSA Act prescribes the composition of 

its Board. However no meeting of the Board has been held for the last five years, although the 

assessment team was advised that the first meeting was scheduled to take place shortly. 
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B. PROCUREMENT 

78. Procurement in Ethiopia’s Health Sector is administered through various implementing bodies 

following the federal structure. Health Sector procurement at the federal level is implemented mainly 

by the following bodies:  

(i) Pharmaceutical Funds and Supply Agency (PFSA): Responsible to procure and supply 

essential health commodities and medical equipment to public health facilities. Most health 

commodities and medical equipment are procured in bulk centrally by PFSA, and distributed 

to regions and health facilities. PFSA conducts more than $300 million worth commodities 

and equipment annually and distributes to health facilities all over the country through its vast 

supply chain infrastructure. 

(ii)  PMU of the MOH: Responsible for procurement and execution of works (health centers).  The 

PMU under the FMOH Directorate of Infrastructure has the overall responsibility for 

procuring the civil works for construction Health Centers. The PMU also provides support to 

regions in the procurement and administration of civil works contracts. 

(iii)  MOH procurement unit:  Responsible for facilitating procurements handled by UN Agencies 

(UNICEF for vaccines and consultant services, UNOPS for ambulances etc); 

79. Regional Health Bureaus are responsible for procurement of works contracts for construction of 

hospitals and Health Centers.  

80. This PforR operation proposes to use the MDG fund for channelling IDA resources. In Ethiopian FY 

2004 (2011/2012) plan , out of the total $ 105 million MDG fund available for the budget year, $94.5 

million is planned to be expended through procurement of various items, highlighting that 90% of 

expenditure of the fund happens through procurement. Information regarding the past year 

expenditure also indicates that out of the total $40 million MDG fund, $35 million was utilized for 

procurement of health commodities. 

81. According to PFSA plan of FY 2011/2012, the total estimated budget is $ 320 million, and is divided 

into five procurement expenditure categories as follows: (i) Medical equipment $ 138 mill, (ii) 

Pharmaceuticals $156 mill, (iii) Chemical and reagents $1.3 million, (iv) Works $ 28 mill, and (v) 

Consultancies, $1.7 million. PFSA handles on average around 240 health commodity procurement 

packages annually, out of which 120 are for pharmaceuticals, 96 are for medical equipment and 24 

are for chemical and reagents. The median value of a typical contract is estimated to be $400,000.  

82. Past data indicate the maximum value of single contract committed using the MDG Fund is not more 

than $12 million. PFSA revealed high value contracts above $30 million happen when procuring HIV 

drugs and these drugs are not procured using MDG fund. Furthermore, outside of PFSA, the large 

value procurement using the MDG fund is undertaken by MOH when undertaking procurement 

through UNOPS. MOH procurement plan for the coming budget year indicates the budget from MDG 

Fund for procurement of 440 ambulances is 17.4 million, but MOH indicated contract with UNOPS 

could also go over $20 million depending on the number of items to be procured. On exceptional 

basis, contracts that have value over $5 million on Direct Contracting method could materialize, on 

item like proprietary owned contraceptives.   

83. PMU is handling construction activities of around 822 health centers out of the planned 3000 health 

centers at various locations throughout the country, and gives technical and contract management 

support to regions. PMU reported that the construction of 722 Health centers is completed and the 

remaining are under construction. Cost of each health center  varies between$120,000 to $170,000, 

and in total the PMU have managed around $123,000,000 budget 
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84. Regions are responsible for construction of health centers and hospitals. The nine regional 

administration and the two city administrations have completed construction of 908 health center, and 

457 health center are under construction.  

85. The assessment concluded that PFSA is the highest expenditure centre followed by Federal Ministry 

of Health for procurement of vehicles and ambulances. High value contracts are  expected but these 

would be below US$30million threshold prescribed  as current limit for inclusion in PforR operation 

Procurement planning 

86. Under PFSA, Forecasting Directorate is responsible to compile health commodity demands from 

various health centers and regions and to develop list of items (essential drugs) to be procured. The 

Forecasting Directorate has established forecasting and capacity building officers at every PFSA hub 

throughout the country that collect data on inventory status and demand from facilities. Based on 

items provided from the forecasting Directorate, the Procurement Directorate initiates and 

implements the procurement process. 

87. For the MDG fund, however, the MOH is responsible to prepare procurement plan for identified 

procurable items. The MOH collects demand from health facilities and prepares the procurement plan 

for the budget year  detailing description of contract, cost estimate , method of procurement and 

schedule for processing procurenment actions. The plan is then sent to PFSA to implement 

procurement activities in accordance to the plan provided by the MOH for utilization of the MDG 

fund. 

88. It is noted that Region’s share from the MDG fund is limited to construction of health centers. 

Regions implement construction of health center based on the master allocation carried out for each 

region based on health center to population  

89. Whilst procurement plans exist, monitoring of timeliness of actions is weak. 

Procurement Markets, Processes and procedures 

90. In Ethiopia, the procurement market is in nascent stage.  With regard to heath sector goods, most of 

the pharmaceuticals, medical equipment and vaccines are imported. Legal requirements dictate that 

pharmaceuticals have to be procured from vendors whose products are registered with the FMHCA 

(the drug and medicine regulator).  The construction industry is also in the development stage with 

medium to large size companies operating in Addis Ababa. Most of the large companies are foreign.  

Outside Addis Ababa, most of the contractors and suppliers are small and medium enterprises. 

91. PFSA is regulated by Public Procurement Proclamation. PFSA applies various procurement methods 

depending on the nature and quantity of item to be procured. The main procurement methods applied 

by PFSA are: Restricted Bidding, International Competitive Bidding, National Competitive Bidding, 

Shopping, and Direct Contracting. The predominant procurement method is Restricted Bidding which 

accounts for around 55 % of all procurement in PFSA, based on data collected during the EFY 2003 

(FY 2010/2011).   Under restrictive bidding, a shortlist is prepared from suppliers registered with 

FMHACA (Drug regulator) and bid invitation letters are issued to shortlisted suppliers.. International 

Competitive Bid method accounts for around 18% of total procurement.        

92. PFSA advertises bid invitations for pharmaceuticals and medical equipment in local newspapers for 

all competitive bids including ICB. The reason given by PFSA for not advertising in international 

publications is that PFSA is required by regulation to procure pharmaceuticals only from those 

registered by FMHACA. There appear to be no policy in place to standardise  content and size of 

pharmaceutical products  for procurement and eventual issuance  
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93.  PFSA does not have standard bidding documents agreed with FPPA. Though bidding documents 

were available and in use these varied with from time to time and were not standardized. This 

increases contractual risk to PFSA and workload for bidders and those involved in bid preparation  

94. Margin of preference for locally manufactured goods is practiced by PFSA. According to the Federal 

procurement directive, locally manufactured products enjoy 25% margin of preference. Further to the 

directive, MoFED have sent a letter to PFSA allowing it to use Restricted Bidding method without 

the legal thresholds limitations while short listing only local manufacturers for a bid.   

95. Free on Board (FOB) is the preferred Incoterms by PFSA during procurement of health commodity 

using fund from RDF and MDG. PFSA explains that FOB has an advantage for the country in terms 

of reducing foreign currency expenditure.  Agreement is reached with suppliers on FOB basis, and 

PFSA directly deals with freight and insurance expenditure by utilizing the service of local 

enterprises that get paid in local currency. Freight is handled either by Ethiopian Shipping Lines or 

Ethiopian Airlines that are state owned local monopolies in their sectors, and insurance is handled by 

state owned Ethiopian Insurance Corporation.  

96. PFSA has a robust practice of notifying bidders the result of bid evaluations. The same notification 

letters requests bidder to lodge any complaints on the bid result within five days. However there is no 

practice of advertising bid results to the wider public through an appropriate media. 

97. UNICEF is directly engaged by MOH for procurement of vaccines while UNOPS is engaged for 

procurement of ambulances, vehicles and motorcycles. The assessment was informed that UNICEF 

has a long term agreement with the MOH for supply of vaccines but copy of the agreement could not 

be located for reference. The ministry has assigned a dedicated person for handling procurement 

activities through these UN agencies. The assessment notes that record keeping and tracking system 

needs improvement since an effort to see a sample documentation that shows a complete cycle of 

engagement with UNOPS ended up in failure. 

98. PMU procedure does not follow competitive bid process. PMU allocates construction contracts 

directly to contractors based on fixed prices prepared by itself. The ministry of Urban Development 

and Construction provides list of newly registered contractors to the PMU. The PMU directly 

allocates work by arbitrary picking contractor from the list. It is explained this procedure is similar to 

procedures being followed by government in other sectors like telecommunications, housing and rural 

roads.  

99.  Regions follow different procedures for construction of health centers. While Amhara and SNNPR 

used similar fixed price and direct contracting as that of the PMU’s, Oromiya is reported to follow its 

own bidding procedure following its procurement directive.  

100. There was no systematic recording of data relating to unit price of pharmaceuticals, medical 

equipment and vaccines and their trends over time. At the same time there was no record of the 

efficiency and performance of the procurement and goods delivery system. As such the assessment 

could not carry out a performance assessment of the system. 

Procurement and Contract Administration capacity 

101. The procurement directorate of PFSA is organized into four task teams: (i) equipment supplies, (ii) 

pharmaceuticals, (iii) laboratory chemicals and reagents, and (iv) contract follow-up. Each task team 

is composed of staff with relevant technical qualifications. The Equipment and Supplies team have 

two members: one having a qualification of Biomedical Equipment Engineering and one is a nurse. 

The Pharmaceutical task team is composed of four pharmacists. The Laboratory chemical and 

reagents team is composed of two laboratory technicians. The contract follow-up team is composed of 

ten people including transistors, transaction officers and assistances. The first three task teams are 

responsible for processing procurement activities including preparation of bidding documents and are 
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responsible for technical evaluations. Thought the teams are strong on technical aspects, they do not 

have strong expertise in procurement management. Most have taken procurement awareness trainings 

organized by PPA and various clinics given by the World Bank procurement team. There is no 

regular training and skill development in the area of procurement and contract management. It is also 

noted that there high staff turnover 

102. Procurement follow up team organized under Procurement Directorate is responsible for 

administration of contracts. The assessment noted a robust system is in place that tracks status of 

contract deliverables. Every week purchase order status report is generated that indicates the status of 

all contract transactions undertaken by the agency.  What is observed as a gap is that this contract 

follow up do not systematically track timeliness of processes as per the contractual durations. The 

existing system does not readily show contract effectiveness dates, contractual delivery dates, and 

delays in the process, which would further help PFSA to understand and improve on delays.  

103. In general it can be concluded that PFSA has the capacity to undertake procurements it is currently 

handling. However staff capacity in terms of number and qualification needs to be upgraded with 

increase of volume and complexity of the procurements. PFSA also need to have strategy of retaining 

experienced staff by improving on the compensation system. 

104. The PMU is responsible for procurement of works for construction of health centers. The Unit is 

staffed with experienced professionals and has adequate capacity in construction management and 

monitoring of health centers. The unit has established a contract monitoring system that is updated 

monthly with data collected and sent from all health center locations. The unit has engineers located 

at zonal level that do construction supervision, quality control, and report to the PMU’s regional 

coordination offices. Regional coordination offices, established in each region, are responsible for 

contract administration and data management. These regional structures in turn feed information to 

the central PMU that will aggregate data and present issues to higher management for decision as 

necessary.  Contract administration at Regional level is a challenge. Data from the PMU indicates 

cost overrun on contracts is not significant while time overrun is significant which was reportedly as a 

result of shortage of construction materials in the country. 

Control and Integrity 

105. PFSA, as a federal Agency, is expected to adhere to federal procurement directive issued by PPA. 

PFSA was in the process of preparing a Procurement Manual to guide its procurement operations in 

line with the Proclamation. The Manual will have to be approved by FPPA.  

106. PPA has carried out procurement audit of PFSA in EFY 2002 (FY 2009/2010).  During this 

assessment period, PFSA has informed that PPA was carrying out its second audit. PPA’s 

procurement audit report, which took samples of procurement activities undertaken  during has the 

following five main findings: 

a. PFSA requested bid security as percentage of bid proposal which is not in accordance with the 

Federal Procurement Directive which instructs that fixed amount of bid security should be 

requested from bidders 

b. PFSA has entered into negotiation with a bidder that is selected based on Restricted Bidding 

procedure. However the directive does not allow negotiation of price after bidders have quoted 

their price through a competitive procedure. 

c. PFSA did not adhere to the threshold limits of the directive. According to the directive, Restricted 

Bidding is allowed only for contract amounts less than Birr 500,000 (around $30,000), but PFSA 

applies the Restricted Bidding procedure for contract amounts far greater that the threshold 

indicated in the directive. 

d. PFSA did not establish Tender Approval Committee following the requirement of the directive. 
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e. PFSA has signed contract with a bidder without notifying the bid result to those who lost the bid. 

107. PPA informed that PFSA  has addressed  issues relating to observations (a), (b), (d)  and (e) above. 

The outstanding issues relate to threshold for restricted bidding which  is under  discussion between 

PPA and PFSA. 

108. PFSA is organized with six directorates under the Director General. The procurement directorate is 

responsible for procurement activities. The procurement directorate receives list of items to be 

procured for the budget year from Forecasting Directorate, or from MOH.  Based on the list, the 

directorate then prepares procurement packages with proposed procurement method, and requests 

approval of the Director General to float bids. After formal clearance is received from the Director 

General the procurement directorate sends bid invitations. Bids are opened in the presence of Tender 

Committee which comprises of heads of three directorates and chaired by Deputy Director General.  

Evaluation is carried out by the relevant case team that defends its evaluation result in front of the 

Tender Committee. The Tender Committee prepares evaluation minutes with decision proposal .The 

Director General ultimately approves bid evaluation recommendation. Contract administration is 

handled by a dedicated team under the procurement directorate up to inspection and acceptance. 

Thereafter the Storage and Distribution Directorate takes over remaining responsibilities like storage 

and distribution activities. It is noted that there is a highly formalized internal approval processes 

within PFSA.  The approval system is not in line with PPA Directives which require than approval be 

done by a committee  

109. The PMU under the MOH, as a Federal Body, is also expected to adhere to federal procurement 

directive issued by PPA. However the procedure implemented by the PMU is not consistent with the 

provision of the directive. It is learned that the PMU has not been audited by PPA before.  

Complaints handling mechanism 

110.  As explained elsewhere, procurement complaints handling systems and procedures exist at both 

federal and PFSA level. However emanating from the legal framework, there are limitations for 

bidders to lodge complaints. The few number of complaints recorded at federal and PFSA indicate 

that bidders may have limitations to lodge their complaints due reasons that may include lack of 

adequate information. The systems therefore require strengthening in terms of legal framework and 

information to bidders. Under this operation a framework of sharing complaints between Government 

and Partners will be agreed. 

C. FRAUD AND CORRUPTION  

111. Main weaknesses identified for procurement, which may lead to F&C risks are the following: 1) 

Competitiveness: very high use of sole sourcing and restrictive bidding. Only 18% of PFSA 

procurement is through ICB. All health center construction is awarded on a sole source basis, 2) 

Transparency: Tender award decisions are not made public, and ICB advertisements are posted in 

local newspapers only, 3) Compliance with National Procurement Directive: PFSA and FMOH are 

not complying with the PPA Laws, 4) Efficiency: lack of systematic recording of data on contract 

award and contract performance at PFSA. These weaknesses could lead to the following F&C risks: 

collusion, corruption, misrepresentation, and fraud during both contract awarding and 

implementation.  

112. Main weaknesses identified for financial management, which may lead to F&C risks, are the 

following: 1) Accounting and Financial Reporting: PFSA not preparing Annual Financial Statements 

for the last five years, FMOH and PFSA in transition to upgrade their FM systems, 2) Treasury 

Management and Fund Flow: Treasury systems weak in both FMOH and PFSA, large advances 

unaccounted for extended periods of time, 3) Internal audits and controls: internal audit weak across 

the country, internal controls in place but need strengthening, 4) Program audit: Low audit coverage 

at the national level (26%) and public sector audit institutions need urgent capacity building. These 
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weaknesses could lead to the following F&C risks: misappropriation of funds, corruption, and 

embezzlement.   

113. Other cross cutting weaknesses, which have direct implications for F&C risks include: 1) Record 

keeping: weak systems at PFSA and health sector implementing agencies, 2) Program management: 

high turnover of staff in executing agencies. These issues affect the ability to perform controls and 

audits undermining prevention and control of Fraud and Corruption 

114. In 2012 FEACC commissioned the “Ethiopia Second Corruption Perception Survey”. 8 This is one of 

the most comprehensive surveys that have been undertaken in recent years and its findings also cover 

the health sector. The sample size was over 6,500 respondents. 

115. Around 70% of respondents rated availability of drugs and availability of ambulances as either poor 

or very poor, while around half provided similarly poor ratings for adequacy of medical staff and for 

standard of care given to patients. In terms of corruption perception, overall the health sector was 

rated fairly highly, coming out in the top 25% of public institutions that were surveyed. 

116. No cases of fraud and corruption have been reported so far as regards the MDG PF pooled fund, the 

Nutrition Project or the PBS program which are all administered through FMOH. The JFA contains a 

provision for addressing the challenge of corruption. 

Clause 14 states as follows: 

14.1: The signatories will co-operate on preventing corruption within and through any activities 

funded through the MDF Fund, and will require that the FMOH staff and consultants, as well as 

DP employees, refrain from offering third parties, or seeking, accepting or being promised by 

third parties, for themselves or for any other party, any gift, remuneration, compensation or 

benefit of any kind whatsoever, which could be interpreted as an illegal or corrupt practice. The 

Signatories will take swift action to stop, investigate and prosecute in accordance with applicable 

law any person suspected of misuse of resources of corruption. 

14.2. The signatories will promptly inform each other of any instances of corruption as referred 

to in this paragraph and of the measures taken as referred to in the previous sub paragraph.  

117. The program is designed to take advantage of the built-in measures in the program to 

address fraud and corruption that may occur during implementation.  These measures include 

complaints handling system in the Health sector across the Federal, State, and Woreda levels 

that are consistent with the “Federal Civil Servants Disciplinary and Grievance Procedure 

Council of Ministers Regulations No. 77/2002”.  Complaints relating to Procurement in the 

Program will follow procedures provided on the Ethiopian Procurement and Property 

Administration Proclamation through the “Board for Review and Resolution of Complaints in 

Public Procurement”.  The Program has also made significant progress in ensuring the key 

provisions of the Anti-Corruption Guidelines (ACGs) have been discussed with Government 

and other Donors participating in the on-going MDG program since this program when 

approved will be linked to the Joint Financial Agreement which provides the overarching 

framework for the use, governance and reporting of MDG Performance Fund.  These include 

the discussions with the Government and Donors on the ACGs. 

                                                      
8
 FEACC (February 2012), “Ethiopia Second Corruption Perception Survey”. Survey Conducted by Kilimanjaro 

International.  
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VII. Fiduciary Risk  

118. Based on the above assessment the following risks and inadequacies were identified which could be 

affect the full achievement of the results under the Program: 

PFSA 

i. 80% of the procurement is carried out through less competitive methods and procedures. The 

dominant procurement method at PFSA is restricted bidding. Under restricted bidding a short list 

is prepared from suppliers registered with FMHACA (drug regulator)  and bid invitation letters  

are issued to  shortlisted suppliers . Due lack of data the assessment was unable to verify that  all 

registered suppliers for a product receive invitations.   

ii. Based on the FPPA audit findings of FY12, PFSA is not in full compliance with Public 

Procurement Proclamation and Directives. The main noncompliance related to adherence to 

thresholds for use of restricted bidding and not having an established tender approving 

committee. Whilst PFSA have now established a tender approving committee, the observation 

related to use of restrictive bidding has not been resolved.  

iii.  Data management and performance monitoring is weak at both PFSA and FMOH. Though PFSA 

has a good status follow-up system of ordered purchases, the system does not track timeliness of 

activities and unit costs of purchases over time. There is need to carry out a  systematic recording 

and tracking system relating to timelines of procurement activities and  unit cost of purchases to  

determine efficiency and effectiveness of the procurement systems. 

iv. PFSA does not have standard bidding documents agreed with FPPA. Though bidding documents 

were available and in use these varied with from time to time and were not standardized. This 

increases contractual risk to PFSA and workload for bidders and those involved in bid preparation  

v. Transparency relating to ICB advertisements and publication of awards in PFSA   needs 

improvement since ICB advertisements are published only locally and tender results are not made 

public. 

vi. Staff in the Procurement Directorate at PFSA needs procurement skill upgrading training that 

needs to be fulfilled through procurement skill upgrading program. 

vii. PFSA has not prepared or published an Annual Financial Statement for the last five years.  

viii. Despite an annual turnover of around $300 mn PFSA has been operating a manual accounting 

system.  

ix. Internal audit capacity is weak. 

x. Advances with PFSA from the MDG PF are excessive and have not been accounted for in time. 

xi. Failure to provide auditors with distribution lists of medical supplies procured by PFSA from 

program funds. The auditors were therefore unable to determine whether the procured items had 

reached the intended beneficiaries. 

xii. The Board of PFSA, which is required to provide oversight to its operations has not met since the 

agency was established in 2007. 

 

FMOH 

i. At FMOH, the PMU is responsible for procurement of works for construction of health centres. 

PMU procedure does not follow competitive bid process contrary to the Federal Directive. PMU 

allocates construction contracts directly to contractors based on fixed prices prepared by itself. 
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The Ministry of Urban Development and Construction regularly provides lists of newly registered 

contractors to the PMU, and the PMU directly allocates work by arbitrary picking contractor from 

the list.  

ii. At FMOH the procurement unit is responsible for procurement of ambulances, vaccines and 

consultant services, primarily through UN agencies. The assessment has found that there is weak 

tracking and recording system for procurements handled by UN agencies.  

iii. The transition to Oracle IFMIS, within the FMOH is a major challenge in any environment, 

including in Ethiopia. Until this system stabilizes, this is an area of high fiduciary risk. 

iv. Budget volatility at both the Federal level as well as the regional and woreda levels pose fiduciary 

risks. 

v. The planning process in the health sector is weak. HSDP IV projections are optimistic and so far 

there is little progress in preparing an MTEF for the sector as proposed in the FMOH January 

2012  Plan of Action.  

vi. Internal audit capacity of the Ministry is weak.  

vii. A commodity tracking report received by the Bank revealed that the existing logistics master plan 

was still in a state of transition and key supply chain challenges are still to be addressed. 

viii. The large number of donor funded projects and the limited capacity poses fiduciary risks. 

ix. There is low utilization of funds in the MDG PF and excessive cash balances with implementing 

agencies pose fiduciary risks.   

Table 8: Fiduciary Risks 

Fiduciary Risk 

Major contributing factors and practices Assessed Risk (likelihood and 

impact) to achievement of 

results before Mitigation 

measures 

Cross-cutting 

Program Management 
Large number of donor funded projects, high 

turnover of staff in executing agencies High 

Record keeping 
Weak systems at PFSA and health sector 

implementing agencies Substantial 

Efficiency and effectiveness 

of MDG PF expenditures 

Huge expansion of facilities not matched with 

adequate administrative resources to oversee 

the process 
Substantial 

Procurement Risks 

Transparency 

High use of less competitive methods in 

procurement of health sector goods, lack of 

use of competitive methods  in the 

procurement of works for health centers, 

award decisions not made public 

High 

Efficiency 

Lack of systematic recording of data on 

contract award, contract performance and price 

monitoring  at PFSA  

High 

Competitiveness 

High use of restrictive bidding and sole 

sourcing. Only 18% of PFSA procurement is 

through ICB. All health centre construction is 

awarded on a sole source basis 

High 
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Compliance with National 

Procurement Directive 

PFSA and FMOH not fully complying with 

PPA Laws 
High 

Procurement Capacity No proper skills upgrading plan in place Substantial 

Financial Management Risks 

Planning and Budgeting 

Overly optimistic resource flow projections 

proposed for the health sector, high budget 

volatility and low budget utilization especially 

on capital projects 

Substantial 

Accounting & Financial 

Reporting 

PFSA not preparing Annual Financial 

Statements for the last five years, FMOH and 

PFSA in transition to upgrade their FM systems 

High 

Treasury 8anagement & 

Funds Flow 

Treasury systems weak in both FMOH and 

PFSA, large advances unaccounted for 

extended periods of time 

Substantial 

Internal Audit and Internal 

Control 

Internal audit weak across the country, internal 

controls in place but need strengthening 
Substantial 

Program Audit 

Low audit coverage at the national level (26%) 

and public sector audit institutions need urgent 

capacity building 

 

Substantial 

 

Overall Fiduciary risk for the program is high.   

Fiduciary performance 

119. The Program will address fiduciary risk in different ways.  It is important to note that the overall PFM 

reform program of Ethiopia – Expenditure Management and Control Program (EMCP) - is focused 

directly on addressing systemic weaknesses in PFM, Procurement and Accountability at all three 

levels of Government along with other interventions.  

120. Risk mitigation measures for the identified risks have been discussed with Government and will be 

further refined during appraisal. Three types of risk mitigation measures are being put in place: (i) a 

Disbursement Linked Indicator will be provided in the Financing Agreement to support transparency 

aspects of the Program; (ii) specific actions have been proposed that will support the DLI and (iii) a 

detailed Action Plan with specific risk mitigation measures included therein. These measures are 

detailed in the table below: 

 

Table 9: Key mitigation measures 
Fiduciary Risk Description Mitigation Measures 

Cross-cutting 

Program 

Management 

FMOH has a very large amount of 

donor funding resulting in major 

challenges in Coordination and 

providing adequate resources to 

effectively manage large programs 

such as MDF PF which is disbursing 

to Federal Agencies, Hospitals, 

RHBs and NGOs.  

JFA has established coordination structure with the 

JCF and JCCC supplemented with additional meetings 

as needed through the MDG FM. Issues relating to 

reporting, financial management and procurement can 

be raised at those forums.  

 

The Grant Management Unit (GMU) in FMOH will be 

strengthened to ensure that there is closer follow up of 

MDG PF implementation on a day to day basis. 

Record keeping Weak record keeping.  

Record keeping systems will be incentivized and form 

the focus on capacity building activity through the DLI 

relating to PFSA.  In FMOH support will be provided 

for facilitating the full operationalization of the Oracle 
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system so that fiduciary controls are effective and 

enforced. The FMOH internal audit will be advised to 

review financial records and ensure that they are 

properly kept as they visit  respective implementation 

levels. Every year, accountants in each region will be 

gathered together and trained in methods of proper 

book keeping and lessons from visits shared. At 

woreda level, simple accounting books will be kept 

and supporting documentation for expenditures 

incurred also kept. 

Efficiency and 

effectiveness of 

MDG PF 

expenditures 

MDG PF funds may be inefficiently 

spent, or in appropriately used, and 

some investments such as 

construction of health centers may 

fail to deliver value for money  

OFAG to be requested to confirm that it will conduct 

annual audits of PFSA and PPA to be requested to 

comply with the requirement for an annual 

procurement audit of PFSA. The program tor for 

annual audit will include Value For Money audit to 

confirm that appropriate value was attained. 

Procurement Risks 

Transparency 

Tender award decisions not made 

public, and ICB advertisements 

posted in local newspapers only 

PFSA to post procurement information (procurement 

plans, call for tenders, award decisions etc.)  on 

website and update regularly. 

Efficiency 
No systematic record of timeliness 

of activities 

PFSA to introduce a system that records, tracks, and 

monitors timeliness of activities and improve 

efficiency. 

MOH to introduce a system of recording and tracking 

activities for contracts with UNOPS and UNICEF 

Competitiveness 
Share of open competition 

procedure low 

PFSA to introduce prequalification and frameworks 

contracting procedures. 

PFSA to introduce open call for firms to register their 

products 

PMU to introduce open competition procedure for 

construction of health centers 

Compliance with 

National 

Procurement 

Directive 

PFSA not fully compliant with 

PPA’s procurement directive 

MOH procedure not compliant with 

PPA directive 

PFSA to complete and issue Procurement Manual 

agreed with PPA. 

PFSA to revise and develop standard bidding 

documents with agreement with PPA 

PPA to conduct annual procurement audit and actions 

are taken to remedy problems 

Procurement 

Capacity 

No adequate procurement skill 

upgrading program at PFSA and 

skilled staff turnover  

PFSA to prepare and implement staff procurement skill 

upgrading program 

Financial Management Risks 

Planning and 

Budget 

Low execution of MDG PF budget 

 

Concerted follow up through JCCC. The FMOH will 

prepare a procurement plan to ensure timely execution 

upfront which will be reviewed and agreed with the 

participating donors as achievable. Regional teams will 

also be formulated to ensure timely execution and 

resolve problems as they arise. 

Accounting & 

Financial 

Reporting 

Annual financial reports not 

prepared by PFSA. Challenges in 

preparing accurate and timely IFR 

reports for donor funded projects in 

A program should be agreed by when all the 

outstanding financial statements will be ready and be 

submitted for audit. The auditors will audit the 

prepared financial statements back to back and ensure 
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FMOH. that all outstanding audits are submitted to FMOH by 

March 31,2013. PFSA and FMOH will be trained at 

the start of the program on how to prepare proper and 

timely IFRs and financial statements and handholding 

sessions will be held every quarter during the first year 

of the program. PFSA to be required to prepare and 

submit annual financial reports to JCCC.  Operational 

funds from MDG PF to be used for capacity building 

in FMOH and for hiring adequate capacity to meet 

reporting and accounting requirements of MDG PF.  

Treasury 

Management & 

Funds Flow 

Fiduciary risks arising from 

excessive cash balances held with 

implementing agencies along with 

lack of adequate follow up.  

A team will be formed to follow up on the current 

outstanding cash balances and ensure that they are 

reduced by the program effectiveness. Cash balances to 

be monitored far more closely than before through 

JCCC.FMOH and regional internal audit will include 

the monitoring in their quarterly work program and 

report on status annually to the JCCC where corrective 

measures will be recommended. Reporting templates 

for MDG PF to be improved to ensure better follow up 

of cash management and settlement of advances 

provided to implementing partners.  

Internal Audit 

and Internal 

Control 

A challenge across the country is the 

weakness in internal audit. Majority 

of spending units have inadequate 

staff, resources and inadequate skills 

in modern internal auditing 

techniques. The internal audit 

departments may not review the 

activities of the program due to lack 

of adequate staff, skills and 

recourses. In some cases, there may 

be lack of follow up on 

implementation of audit 

recommendations. 

Capacity will be enhanced through capacity building to 

be provided by the program to strengthen internal 

control functions – starting with PFSA and FMOH.  

JFA Action Plan of January 2012 already has actions 

for increasing running costs of IA, making IA more 

transparent and recruiting additional staff.  

JFA requires that risk based internal audit plan be 

prepared and implemented on an annual basis. FMOH 

to be requested to share risk based plan with JCCC and 

significant findings to be reported to JCCC. Capacity 

will be built during Program implementation through 

hiring more staff and training them on the job. Internal  

and external auditors will help follow up on agreed 

actions. 

The annual work program of the FMOH internal audit 

shall include the program activities of the program. 

Program Audit 

OFAG and ORAGs will be in 

charge of auditing all program funds 

including covering PFSA / FMOH / 

RHBs and other spending units. 

There is a risk that audits do not 

take place on an annual basis (e.g 

PFSA), that the audit reports may be 

received after the due date and that 

audit recommendations may not be 

implemented. Low coverage may 

also be another risk 

Program Audit ToRs will be agreed by negotiations 

and should include comments on release of funds, 

value for money, and execution of development of 

budget, progress in financial reporting, strengthening 

controls, and maintenance of fixed assets amongst 

others in defining the quality of the audit expected.  

Also included in the OFAG and ORAGs audit plan 

well in advance. 

FMOH will convene an annual MDG PF stakeholder 

review/learning event, which will discuss the Program 

Audit for MDG PF on an annual basis. Action Plan to 

rectify weaknesses identified during audit will be 

prepared and monitored through the JCCC. 

 

121. The Fiduciary Action Plan that will be discussed and agreed with Government is the following:  
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Table 10: Proposed Fiduciary Action Plan: 

No Action Yr1 Yr2 Yr3 Yr4 

1 PFSA finalizes and launches its website populated with procurement 

information (proposed Disbursement Linked Indicator)         

2 PFSA introduces procurement timeliness and price  tracking system 

and collects baseline timeline data and improves incrementally on 

efficiency      

3 PFSA improves on share of competitive biddings         

3

.

1 

 Launch an open call for prequalification at least once  every three 

years to establish suppliers for restricted/limited bidding procedures         

3

.

2 

Start implementation of framework contracts for regularly required 

products to reduce direct contracting         

4 PFSA implements automated accounting system with adequate 

controls and reporting functionality 

    5 Adequate staffing in place for internal audit in PFSA, internal auditors 

receive adequate training and are professionally qualified.  PFSA also 

prepares and implements staff procurement skill upgrading 

training program. 
    6 FMOH strengthens its newly established Grant Management Unit 

(GMU). Improved implementation of MDG PF and other funding 

sources managed by FMOH. At the same time, Fiduciary Sub 

Committee of JCCC is created to meet on a monthly basis at the 

technical level to monitor budget performance of MDG PF, advances, 

reporting and audit issues.   

    7 PPA conducts annual procurement audit report on Health Sector (risk-

based as well as value for money audits) which is disclosed publicly. 

OFAG conducts annual financial and VFM audits of PFSA in a timely 

manner; and actions are taken to remedy problems raised by audit 

reports         

8 MOH’s PMU awards civil works contracts for construction of health 

center through competitive bid procedure         

9 MOH improves tracking and recording system of procurements 

undertaken through UNOPS and UNICEF 

    

10 PPA and PFSA annually share with the Bank complaints register and 

actions taken on complaints  

    

 

122. All these capacity building initiatives will build the FM / PFM and Procurement capacity of the PFSA 

/ FMOH / RHBs and Woreda Health Sector Offices and help reduce the fiduciary risk. A dated 

covenant will be agreed with Government as to by when the backlog of Annual Audit reports of 

PFSA will be received and shared with JFA signatories.   

 

Audit  

 

123. Financial Audits of the MDG PF have been produced on an annual basis and are of the required 

quality.  These have been undertaken by the Audit Services Corporation on behalf of the Office of the 

Federal Auditor General (OFAG).  OFAG undertakes the audit of all spending units on an annual 

basis. These audits are of a financial nature and primarily comprise transaction level testing, but 

internal controls are examined and reported on.  
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124. As this P4R operation uses country systems, OFAG regular audits of FMOH and PFSA which covers 

all of their operating and development expenditures will be sufficient for meeting the audit 

requirements of this project. This is only logical since Bank funding will be comingled with funding 

from other donors in the MDG PF.  Procurement audits will be carried out by FPPA 

125. The auditor will be required to express an opinion on the audited financial statements of in 

compliance with International Standards on Auditing (IFAC) or INTOSAI pronouncements and 

submit the audit report within six months of the end of the financial year. In addition, the auditors will 

provide a detailed management letters containing the auditor’s assessment of the internal controls, 

accounting system and compliance with financial covenants in the Financing Agreement. 

126. OFAG has also undertakes VFM audits on a regular basis. As a key risk mitigation measure going 

forward, OFAG will be required to undertake Annual VFM audits of spending under the MDG PF 

and PPA will be required to undertake regular procurement audits of PFSA.  

Fraud and Corruption 
 

127. The Government of Ethiopia has agreed to implement the Program in accordance with the Anti-

Corruption Guidelines applicable to PforR operations (ACG) of the Bank. The Bank will be a 

signatory to the JFA and the need for alignment between the Corruption clause of the JFA and the 

PforR requirements will be agreed during negotiations. This comprises adequate mitigation measures 

for addressing fraud and corruption risks in this operation. 

VIII. Implementation Support Plan 

Reviewing Implementation Progress 

128. Program disbursements will be linked to Disbursement Linked Indicators (DLIs) and verified 

achievement of program implementation progress according to the Verification Protocol as outlined 

in the PAD. The main characteristics of the disbursement mechanism will be: 

i. Disbursements will be made upon receipt of verification and receipt of proof of achievement 

of a DLI or set of DLIs 

ii. Once the DLI achievement is verified, FMOH will present to the World Bank a disbursement 

request using an IFR supported with a withdrawal application. 

iii. The World Bank will disburse the amount equivalent to the DLIs achieved into a US Dollar 

Designated account to be maintained at the Central Bank after which the funds will be 

transferred into the pooled account for the MDG PF.  

129. The task team is responsible for making initial decision confirming the achievement of the results and 

the DLIs and for verifying the documentation submitted.  

130. The Bank team will conduct twice yearly implementation support missions. These will target: 

i. Monitoring and Evaluation: Review APA, verification protocol and provide technical input; 

ii. Environmental and social: Provide the necessary training and support during implementation of 

the manual produced by the Government for the Program.  

iii. Support the implementation of the agreed fraud and anti-corruption measures under the program 

and provide guidance in resolving any issues identified; 

iv. Review of procurement performance from annual performance assessments and provide 

procurement training and guidance on Procurement to FMOH and PFSA; 

v. Financial Management: Review the IFRs and the other assessment results reports as the basis for 

disbursements, audit reports, monitoring level of advances attained at any particular point, 
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contract management, and agreement on measures to address any audit observation and 

monitoring their implementation;  

 

Resolving Implementation Issues and Institutional Capacity Building 

 

131. Risk-mitigation measures and actions to enhance capacity and performance of agencies involved form 

the backbone of the Program action plan and respond to these issues. The Health P4R operation 

includes substantial activities to be undertaken at all three levels of government and to build capacity 

to address the issues identified in this assessment. The implementation of these results will be 

monitored by Bank teams during the biannual implementation support missions. 

Monitoring the Performance of Fiduciary Systems and Audit Reports 

132. Most of Bank’s implementation support team members (fiduciary, safeguards, and Governance and 

Anti-Corruption), including the Task Team Leader, are either based in the Ethiopia Country Office or 

in the Region. This will ensure timely, efficient and effective implementation support to FMOH and 

PFSA. Formal implementation support missions and field visits will be carried out semi-annually, or 

as deemed necessary. 

133. The implementation support needed is summarized below:  

Table 11: Implementation Support required 

Skills Needed Number of Staff Weeks Number of Trips Comments  

Task team leader 12 3 Based in Kenya 

Technical Consultant 36  Country based dedicated 

for the operation 

M&E Consultant 6 3 Consultant familiar with 

facility surveys 

Financial Management 4 1 Country/Region based 

Procurement 4 1 Country/Region based 

Environment 3 2 Country/Region based 

Social 3 2 Country/Region based 

Pubic System/GAC 2 1 Based in DC 

Results Based Financing 4 2 Region/HQ based 

Monitoring Fiduciary Risks 

134. The frequency and breadth of fiduciary systems implementation support missions, expected to begin 

as twice each year, may be varied in accordance with changes in the risks to the program. It is 

expected that as implementation progressed, substantial improvements in procurement and financial 

management capacities will reduce the risk profile and may afford a reduced supervision schedule. 

This will be determined by the Bank’s fiduciary systems team which all at stages will continue to 

monitor compliance with the fiduciary provisions of legal covenants. 
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Annex A: PEFA Ratings for Ethiopia (2011) 

 

 

 

Fed Amhara Oromia SNNPR B/G Harari Average

PI-1 Aggregate expenditure out-turn compared to original approved budget 3 2 3 1 2 3 2.33

PI-2 Composition of expenditure out-turn compared to original approved budget 2 1 1 1 1 1 1.17

PI-3 Aggregate revenue out-turn compared to original approved budget 3 4 4 4 2 4 3.50

PI-4 Stock and monitoring of expenditure payment arrears 4 3.5 3.5 4 3.5 3.5 3.67

PI-5 Classification of the budget 3 3 3 3 3 3 3.00

PI-6 Comprehensiveness of information included in budget documentation 4 1 1 2 1 1 1.67

PI-7 Extent of unreported government operations 1.5 3 1.5 3 1.5 1.5 2.00

PI-8 Transparency of inter-governmental fiscal relations 3.5 3.5 3.5 4 4 0 3.08

PI-9 Oversight of aggregate fiscal risk from other public sector entities. 2.5 4 4 4 1.5 4 3.33

PI-10 Public access to key fiscal information 2 2 2 2 2 2 2.00

PI-11 Orderliness and participation in the annual budget process 4 4 3.5 3.5 3.5 3.5 3.67

PI-12 Multi-year perspective in fiscal planning, expenditure policy and budgeting 2 1.5 1.5 2 1.5 1.5 1.67

PI-13 Transparency of taxpayer obligations and liabilities 3.5 4 4 3 4 3.5 3.67

PI-14 Effectiveness of measures for taxpayer registration and tax assessment 3 3 3 3 2.5 3 2.92

PI-15 Effectiveness in collection of tax payments 1.5 1.5 2.5 1.5 1.5 1.5 1.67

PI-16 Predictability in the availability of funds for commitment of expenditures 3 2.5 2.5 3.5 2.5 2.5 2.75

PI-17 Recording and management of cash balances, debt and guarantees 3 3 3 3 3 2.5 2.92

PI-18 Effectiveness of payroll controls 3.5 3.5 3.5 3.5 3.5 3.5 3.50

PI-19 Competition, value for money and controls in procurement 2.5 2 2 2.5 2.5 2 2.25

PI-20 Effectiveness of internal controls for non-salary expenditure 3.5 3 3 3 3 3 3.08

PI-21 Effectiveness of internal audit 2.5 2.5 2.5 2 1.5 2.5 2.25

PI-22 Timeliness and regularity of  accounts reconciliation 3.5 3.5 3.5 3.5 3.5 2.5 3.33

PI-23 Availability of information on resources received by service delivery units 3 2 3 3 4 3.00

PI-24 Quality and timeliness of in-year budget reports 2.5 2.5 2 2.5 2.5 2.5 2.42

PI-25 Quality and timeliness of annual financial statements 2.5 2.5 2.5 2.5 2.5 2.5 2.50

PI-26 Scope, nature and follow-up of external audit 2.5 2.5 2.5 2.5 2.5 2 2.42

PI-27 Legislative scrutiny of the annual budget law 2.5 2.5 1.5 1.5 1.5 1.5 1.83

PI-28 Legislative scrutiny of external audit reports 2.5 3.5 2.5 3 1.5 2.5 2.58

Average 2.83 2.77 2.64 2.75 2.41 2.48
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Annex B: Spending on Capital Expenditures by FMOH and Regions 

 
Health

Budget Expenditure Budget Expenditure Budget ExpenditurePercent Reg as share of total Wor as share of total

Year (EFY) Region All levels Total Regional level Regional level Woreda Level Woreda level Budget Expenditure Budget Expenditure

1998 Amhara 57.31 33.78 59% 19.83 10.58 53% 37.48 23.20 62% 35% 31% 65% 69%

1999 Amhara 40.74 28.57 70% 6.83 12.47 183% 33.91 16.10 47% 17% 44% 83% 56%

2000 Amhara 80.99 89.57 111% 19.34 30.49 158% 61.65 59.08 96% 24% 34% 76% 66%

2001 Amhara 149.94 97.12 65% 63.97 22.76 36% 85.97 74.35 86% 43% 23% 57% 77%

2002 Amhara 163.72 113.72 69% 95.64 72.68 76% 68.08 41.04 60% 58% 64% 42% 36%

2003 Amhara 183.32 106.57 58% 122.69 78.72 64% 60.64 27.84 46% 67% 74% 33% 26%

1998 Oromia 63.48 37.61 59% 55.65 30.97 56% 7.83 6.64 85% 88% 82% 12% 18%

1999 Oromia 206.12 145.98 71% 187.07 127.68 68% 19.05 18.30 96% 91% 87% 9% 13%

2000 Oromia 324.75 278.69 86% 272.39 228.69 84% 52.36 50.00 95% 84% 82% 16% 18%

2001 Oromia 454.98 426.99 94% 350.62 325.52 93% 104.36 101.48 97% 77% 76% 23% 24%

2002 Oromia 525.74 466.37 89% 455.99 399.89 88% 69.75 66.48 95% 87% 86% 13% 14%

2003 Oromia 438.77 363.87 83% 387.77 320.15 83% 51.00 43.72 86% 88% 88% 12% 12%

1998 SNNPR 131.57 66.97 51% 106.59 51.89 49% 24.98 15.08 60% 81% 77% 19% 23%

1999 SNNPR 58.48 48.29 83% 39.80 32.54 82% 18.68 15.74 84% 68% 67% 32% 33%

2000 SNNPR 83.46 59.84 72% 54.99 34.98 64% 28.47 24.86 87% 66% 58% 34% 42%

2001 SNNPR 239.02 179.68 75% 110.33 61.77 56% 128.69 117.90 92% 46% 34% 54% 66%

2002 SNNPR 169.44 102.71 61% 126.61 76.85 61% 42.83 25.86 60% 75% 75% 25% 25%

2003 SNNPR 154.56 104.92 68% 106.16 65.59 62% 48.40 39.33 81% 69% 63% 31% 37%

1998 Tigray 35.61 17.51 49% 23.57 9.26 39% 12.04 8.25 69% 66% 53% 34% 47%

1999 Tigray 27.16 26.03 96% 23.22 22.29 96% 3.94 3.74 95% 85% 86% 15% 14%

2000 Tigray 37.14 6.57 18% 32.47 2.02 6% 4.67 4.55 97% 87% 31% 13% 69%

2001 Tigray 49.89 32.35 65% 14.44 2.27 16% 35.45 30.08 85% 29% 7% 71% 93%

2002 Tigray 46.19 44.57 96% 25.35 25.04 99% 20.84 19.53 94% 55% 56% 45% 44%

2003 Tigray 15.05 12.08 80% 6.12 4.62 76% 8.92 7.46 84% 41% 38% 59% 62%

1998 Federal 75.70 34.15 45% 75.70 34.15 45% 0.00 0.00 100% 100% 0% 0%

1999 Federal 1,527.46 751.99 49% 1,527.46 751.99 49% 0.00 0.00 100% 100% 0% 0%

2000 Federal 2,374.68 1,325.38 56% 2,374.68 1,325.38 56% 0.00 0.00 100% 100% 0% 0%

2001 Federal 1,966.89 428.43 22% 1,966.89 428.43 22% 0.00 0.00 100% 100% 0% 0%

2002 Federal 2,012.94 2,023.59 101% 2,012.94 2,023.59 101% 100% 100% 0% 0%

2003 Federal 3,306.82 2,033.61 61% 3,306.82 2,033.61 61% 100% 100% 0% 0%
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Health

Budget Expenditure Budget Expenditure Budget ExpenditurePercent Reg as share of total Wor as share of total

Year (EFY) Region All levels Total Regional level Regional level Woreda Level Woreda level Budget Expenditure Budget Expenditure

1998 Addis Ababa 35.84 5.94 17% 35.62 5.75 16% 0.22 0.19 84% 99% 97% 1% 3%

1999 Addis Ababa

2000 Addis Ababa 52.30 5.05 10% 38.63 3.37 9% 13.67 1.68 12% 74% 67% 26% 33%

2001 Addis Ababa 92.91 40.13 43% 64.61 25.19 39% 28.30 14.94 53% 70% 63% 30% 37%

2002 Addis Ababa 93.82 71.77 77% 9.27 3.15 34% 84.55 68.62 81% 10% 4% 90% 96%

2003 Addis Ababa 144.57 90.08 62% 19.14 5.93 31% 125.43 84.15 67% 13% 7% 87% 93%

1998 Benishangul-Gumuz 3.63 1.98 55% 1.95 0.45 23% 1.68 1.53 91% 54% 23% 46% 77%

1999 Benishangul-Gumuz 5.24 3.69 70% 2.39 1.38 58% 2.85 2.32 81% 46% 37% 54% 63%

2000 Benishangul-Gumuz 1.94 1.48 76% 0.35 0.15 44% 1.59 1.33 83% 18% 10% 82% 90%

2001 Benishangul-Gumuz 3.23 1.20 37% 1.54 0.35 23% 1.69 0.85 50% 48% 29% 52% 71%

2002 Benishangul-Gumuz 7.32 3.19 44% 1.88 0.40 21% 5.44 2.79 51% 26% 12% 74% 88%

2003 Benishangul-Gumuz 24.25 13.36 55% 7.68 3.56 46% 16.57 9.80 59% 32% 27% 68% 73%

1998 Gambella

1999 Gambella

2000 Gambella

2001 Gambella 3.33 2.49 75% 3.33 2.49 75% 0.00 0.00 100% 100% 0% 0%

2002 Gambella 12.72 3.77 30% 12.72 3.77 30% 0.00 0.00 100% 100% 0% 0%

1998 Afar

1999 Afar

2000 Afar 16.02 15.99 100% 10.94 10.90 100% 5.08 5.08 100% 68% 68% 32% 32%

2001 Afar 23.79 21.50 90% 18.48 16.29 88% 5.31 5.21 98% 78% 76% 22% 24%

2002 Afar 18.98 15.35 81% 11.77 8.27 70% 7.21 7.08 98% 62% 54% 38% 46%

2003 Afar 40.77 36.78 90% 29.24 27.22 93% 11.53 9.56 83% 72% 74% 28% 26%
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Annex C: Budget Volatility in Regional Health Bureaus (PEFA 2011) 

 

 

 

 

 

 

Original Budget Actual Expenditure Variance Variance (%)

Oromia RHB (Birr) FY 07 213,732,543 227,541,117 13,808,574 6.50%

FY 08 361,466,666 339,134,607 -22,332,059 6.20%

FY 09 454,358,662 444,993,244 -9,365,418 2.10%

Average 4.93%

Amhara RHB (Birr) FY 07 56,327,303 73,786,483 17,459,180 31.00%

FY 08 82,065,249 101,966,176 19,900,927 24.30%

FY 09 116,091,812 115,062,731 -1,029,081 0.90%

Average 18.73%

SNNPR RHB (Mn. Birr) FY 07 36.2 25.7 -10.5 29.00%

FY 08 41.1 44.6 3.5 8.50%

FY 09 223.8 106.2 -117.6 52.50%

Average 30.00%

BG RHB (Birr) FY 07 13,261,000.00 14,539,362.59 1,278,362.59 9.60%

FY 08 14,601,000.00 15,264,016.14 663,016.14 4.50%

FY 09 18,097,000.00 17,428,166.55 -668,833.45 3.70%

Average 5.93%

Harar RHB (Birr) FY 07 19,642,600 20,136,061 493,461 2.50%

FY 08 19,902,900 21,861,388 1,958,488 9.80%

FY 09 24,898,000 28,992,333 4,094,333 16.40%

Average 9.57%

Source: PEFA 2011

Regional Health Bureau's: Budget Volatility (FY 7-FY 09)
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Annex D: Advances provided to implementing agencies by MDG PF and PBS (Component B) Programs 
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Annex E: Budget and Cumulative Expenditures – MDG PF and PBS II 

 

 

 

 

 

FEDERAL MINISTRY OF HEALTH

PROTECTION OF BASIC SERVICES PHASE 2

SUB PROGRAM B

STATEMENT OF USE OF FUNDS

FOR THE QUARTER ENDED July 2012

MDG Fund PBS MDG Fund PBS MDG Fund PBS

Health Extension Program

Essential Health Commodities 6,845,097.00 10,000,000.00 6,280,174.14 9,051,370.50 91.75% 90.51%

Health Post Consumables including 53000 ORS 8,111,456.00 0.00%

Health Service Delivery

(a) Child Health

Training and Advocacy 25,083.87 25,083.87 100.00%

Vaccine and AD syringes 1,950,819.12 3,800,000.00 1,950,819.12 3,177,135.88 100.00% 83.61%

Cold Chain Equipment

Vaccine Procurement 3,000,000.00 4,576,396.00 24,978.14 0.83% 0.00%

Cold Room Construction 2003 1,000,000.00 0.00%

Support to Vaccination Programs 2003 1,000,000.00 126,194.94 12.62%

Emergency Triage equipment 2003 2,000,000.00 0.00%

New Born Corner Equipment 2003 1,600,000.00 0.00%

Training Advocacy 2003 (MDG) 963,000.00 110,569.40 11.48%

Vaccines 2004 7,070,932.00 0.00%

Establish New Born Corner Unit 2004 1,000,000.00 0.00%

(b) Maternal Health

© Family Folder Printing 2002 892,729.70 892,729.70 100.00%

Training and Advocacy 2002 257,581.93 257,581.93 100.00%

Contraceptives (Implanon) 5,750,000.00 0.00%

Implanon Insertion Kit 450,000.00 0.00%

Contraceptives 2002 3,100,000.00 2,921,223.76 94.23%

EmONC drugs and supplies 2003 1,700,000.00 501,727.26 29.51%

Training 2003 1,000,000.00 333,952.15 33.40%

Midwifery Training 2,000,000.00 613,347.01 30.67%

Ambulance Procurement for 300 woredas 2003 12,000,000.00 764,912.27 6.37%

BEmONC equipment supply for 100 HCs 2003 1,000,000.00 0.00%

Equipment, supply and kits for emergency obstetrics 

care 2,507,318.00 0.00%

Commodities for maternal health 2002 872,500.00 295,278.90 33.84%

Logistics Supply (uniforms, umbrella, bags, bicycle, 

motor bicycle) for HEW and HEP supervisors

Ambulances 2004 17,400,000.00 546,478.22 3.14%

Medoxyprojesterone injections 4,368,000.00 0.00%

Misoprostol (200 mg - 5 pac) 800,000.00 0.00%

© Expansion of Health Facilities

Health Post Consumables 2002

Health Center Equipment (295 HCs) 2002 6,000,000.00 2,336,323.78 38.94%

(d) Malaria

LLINS 2002 4,875,500.00 7,900,000.00 3,840,885.46 17,619,276.20 78.78% 223.03%

LLIN 2004 10,428,000.00 0.00%

Spray Pumps 1,871,898.00 0.00%

ACT 3,800,000.00 0.00%

Cumulative Project Life

Budget Expenditure %

MDG PF / PBS / Eligible Activities

Currency USD
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MDG Fund PBS MDG Fund PBS MDG Fund PBS

Temphos 2,000,000.00 0.00%

DDT 75% 2002

Human Resource Development

Implementation of New Medical Education 9,030,280.00 59,511.02 0.66%

Integrated Emergency Obstetrics Training (5 

Hospitals) 1,996,420.00 11,063.92 0.55%

Health Systems Strengthening

Community Based Insurance 2002

Establishment of CBHI 2003 40,000.00 0.00%

Health Center Construction 2002 15,000,000.00 10,382,609.38 69.22%

Finalization of Health Center Construction 2003 7,000,000.00 0.00%

Hospital Medical Equipment

Delivery Kit 2003 1,500,000.00 0.00%

Equipment for Maternity and Pediatric Care Wards 

for St. Pauls Hospital 2003 1,500,000.00 932,584.37 62.17%

Emergency Medical Equipment for 30 Hospitals 1,500,000.00 1,353,399.57 90.23%

Hospital Equipment for 5 Hospitals 5,330,000.00 0.00%

Medical Equipment for Black Lion, Emanuel and Alert 

Hospitals 2,600,000.00 0.00%

Logistics and Other Health Systems Strengthening 

Activities 3,000,000.00 0.00%

HMIS 1,000,000.00 2,440.36 0.24%

Woreda Planning Systems 2,000,000.00 626,692.18 31.33%

Medical Equipment for Hospitals 2004 18,003,939.00 0.00%

Health Care Equipment 2004 5,250,000.00 0.00%

Essential Drugs 2004 8,000,000.00 0.00%

HMIS Scale Up 2004 7,000,000.00 8,402.36 0.12%

Health Center Construction 2004 8,000,000.00 0.00%

CBHI general subsidy and drug support to HFs 2004 1,800,000.00 164.94 0.01%

Operating Expenses 120,000.00 65,000.00 465,699.51 83,397.44 388.08% 128.30%

Additional Budget:

Health Extension Program

HEW Training on clean & safe delivery 300,000.00 0.00%

Health Systems Strengthening

Support to Hospitals Alliance 900,000.00 0.00%

Electronic Medical reocrds implementation 300,000.00 0.00%

10% payment & incidentals for CT MRI & Mamography 800,000.00 705,622.65 88.20%

Procurement of Health commodities

Procurement of Bendiocarp chemical for irs 13,500,000.00 0.00%

Total 194,303,338.62 65,148,612.00 33,404,993.99 32,896,636.34 17.19% 50.49%

Note: 1. Quarter and Annual Budgets are taken from Project Operations manual (POM and adjusted according to the current situation of the PBS 2 project.

2. MDG Fund budget includes rollover budget of the previous fiscal years.

3. Cumulative quarter woreda planning expenditure reduced by Birr 73,784,94/USD 4, 384.01 at the average rate on 07 July 2011 16.83045/

as shown above due to 2003 e.c. audit adjustment. The adjustment was related with advances recognized as expenses by A.A. Health Bureau.

4. Cumulative Health Center construction expenditure is reduced by 8,267,089.01/USD 501,643.75 at the average rate on January 7,2011 

IFR - 16.48/due to 2003 e.c. audit adjustment. The adjustment was related with advance recognized as expense by Somali Region.

MDG PF / PBS / Eligible Activities

Cumulative Project Life

Budget Expenditure %

Beginning Exchange Rate 17.4034, closing 17.7621 (Average exchange rate used for expenses 17.5828)
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Component B of the PBS Phase II program. 

 

The financial performance of Component B of PBS Phase II is the following: 

 

Income and Expenditure Statement of PBS Phase II Component “B” 

 

Source: FMOH: Quarterly IFRs for the PBS Phase II Project (Component B) 

 

PBS Phase II is coming to an end in January 2013. There are only around six months left to utilize the 

funding available. Yet the overall situation is that – like the MDG PF - budget utilization has been 

slow and there is a large unspent balance compared to the funding available under the project. 

 

 

 

 

 

Quarter Ending: October 2010 January 2011 April 2011 July 2011 October 2011 January 2012 April 2012 July 2012

USD USD USD USD USD USD USD USD

Cash Adjustments

Receipts

IDA 1,256,219.54 8,943,694.68 20,506,353.87 23,341,031.36 25,159,586.28 26,167,160.02 26,652,415.81 41,326,233.50

Total Receipts 1,256,219.54 8,943,694.68 20,506,353.87 23,341,031.36 25,159,586.28 26,167,160.02 26,652,415.81 41,326,233.50

Available Cash 1,256,219.54 8,943,694.68 20,506,353.87 23,341,031.36 25,159,586.28 26,167,160.02 26,652,415.81 41,326,233.50

Expenditures

Health Extension Package 8,466,675.51 8,466,675.51 8,739,139.22

Service Delivery 7,920,627.26 10,669,390.00

Procurement of Health Commodities 311,000.00 7,920,627.26 10,050,733.58 12,569,359.68 12,775,577.14 12,775,577.14

Health Systems Strenghtening 16,607.64 16,607.64 16,607.64 308,355.11 629,132.54

Operating Expenses 4,122.33 56,178.07 62,831.09 67,076.40 76,199.54 83,397.44

Total Expenditures 0.00 311,000.00 7,924,749.59 7,993,412.97 10,130,172.31 21,119,719.23 21,626,807.30 32,896,636.34

Exchange Loss / Gain 38,284.31 -117,089.46 -254,097.18 -389,811.72 -460,549.92 -497,549.58 -539,364.27

Closing Fund Balance 1,256,219.54 8,670,978.99 12,464,514.82 15,093,521.21 14,639,602.25 4,586,890.87 4,528,058.93 7,890,232.89

Cash and Bank 1,256,219.54 1,769,365.90 3,457,467.90 3,406,502.06 4,586,397.85 5,629,979.36 998,536.66 992,919.46

Receivables 6,904,198.80 11,688,838.96 14,400,139.68 12,804,402.33 3,478,139.94 4,807,942.37 8,713,056.10

Payables 2,585.71 2,681,792.03 2,713,120.53 2,751,197.93 4,521,228.44 1,278,420.10 1,815,742.67

Total 1,256,219.54 8,670,978.99 12,464,514.83 15,093,521.21 14,639,602.25 4,586,890.86 4,528,058.93 7,890,232.89

Cumulative Expenditure Incurred 0.0% 3.5% 38.6% 34.2% 40.3% 80.7% 81.1% 79.6%

World Bank PBS Phase II - Component B
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PBS Phase II Component “B” – Budget Utilization

 

 

Cumulative Budget Cumulative Expenditure % Used

PBS II PBS II

USD USD

Vaccine Procurement 4,576,396.00 0.00 0%

Contraceptives (Implanon) 5,750,000.00 0.00 0%

Implanon Insertion Kit 450,000.00 0.00 0%

Equipment, supply and kits for emergency obstetrics care 2,507,318.00 0.00 0%

LLIN 2004 10,428,000.00 0.00 0%

Spray Pumps 1,871,898.00 0.00 0%

ACT 3,800,000.00 0.00 0%

Temphos 2,000,000.00 0.00 0%

Logistics and Other Health Systems Strengthening Activities 3,000,000.00 0.00 0%

HMIS 1,000,000.00 2,440.36 0%

Operating Expenses 65,000.00 83,397.44 128%

Woreda Planning Systems 2,000,000.00 626,692.18 31%

Health Center Equipment (295 HCs) 2002 6,000,000.00 2,336,323.78 39%

Vaccine and AD syringes 3,800,000.00 3,177,135.88 84%

Essential Health Commodities 10,000,000.00 9,051,370.50 91%

LLINS 2002 7,900,000.00 17,619,276.20 223%

Total: 65,148,612.00 32,896,636.34 50%

Source: FMOH (15 August 2012): Submission of Interim Financial Report PBS II H-477, H-643 & TF 095160

PBS II - Component B


