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REPORT
on Corruption Prevention and Control in Construction Investment
The management of investment capital for construction over the past years has always been the big concerns of the Party and State, as well as different departments and industries, in order to ensure the proper and effective use, saving, anti-corruption, and resistance to capital losses and wastage. The Ministry of Finance, with its state management function, is well aware of the wrong-doings, threats and corrupt acts that can occur in the construction sector. Therefore, it regularly reviews and improves mechanisms and policies on financial management as well as increases transparency and openess in order to strengthen anti-corruption work.
The Ministry of Finance summarizes and assesses the results achieved in the fight against corruption on investment financial management in 2010 and September 2011, as follows:
I. Outcomes of Financial Management in Construction Investment:
 1. Policy and Mechanism Formulation:
In 2010 and 9 months of 2011, the Ministry of Finance issued 8 circulars guiding, amending and supplementing regulations on management, allocation, payment and settlement of investment capital, namely Circular No. 86 / 2011/TT-BTC stipulating on the management and payment of investment capital of State budget (replacing the provisions of Circular No. 27/2007/TT-BTC, Circular No. 130/2007/TT-BTC and Circular 88/2009/TT-BTC); Circular No. 210/TT-BTC dated 20/12/2010 amending Circular 53 on the annual settlement of investment capital, Circular No. 10/2011/TT-BTC guiding the management of fee for project management units; Circular No. 19/2011/TT-BTC on the settlement of completed projects; Circular No. 67/2010/TT -BTC dated 04/22/2010 amending and supplementing Circular No. 28/2007/TT-BTC and Circular No. 133/2007/TT-BTC on the management, allocation, payment and settlement of investment capital from ggovernment bonds...
 The Finance Ministry has many times contributed its opinions to other ministries and branches in constructing investment mechanisms and policies, such as the Decree on construction contracts; the Decrees related to planning management and urban architecture (including the Decrees on management of space, urban architecture and landscape, the Decree on management of trees, the Decree on management of urban underground space and the Decree on formulation, evaluation, approval and management of urban planning ...). It has also made suggestions to amending and supplementing the Decree on management of investment projects in construction; the Decree on investments under BOT, BTO and BT contracts, amending and improving the student housing program in universities and colleges in the period 2011-2015. Besides, the Ministry has contributed its ideas to the Prime Minister’s draft decision on wind power, the regulations on management of investment in information technology application in administrative offices and business units under the Ministry of Finance; the Circulars guiding contract forms of some construction works; the Circular guiding the formulation, evaluation and approval of the detailed planning of Lai Chau hydropower resettlement areas.

In 2010 and nine months in 2011, the Finance Ministry and its units (the Department of Investment, the State Treasury) timely issued documents for handling problems in capital control and payment in ministries, branches and localities. Its written responses to ministries, branches and localities were given on time and thoroughly complied with the state’s policy and mechanism. Especially, in the first nine months of 2011, the State Treasury answered a variety of questions about the control of capital payments under Resolution No. 11/NQ-CP dated 24 / 2 / 2011 of the Government on major measures to curb inflation, stabilize macro-economy and ensure social security; instructed the implementation of the Prime Minister’s Decision No. 184/QD-TTg dated 28 / 1 / 2011 on the capital plans from government bonds. In nine months of 2011, the Ministry issued about 900 documents, many of which directly answered questions about investment management regulations and policies.
General assessment: The recent investment management policies by the Ministry of Finance, which proactively participates in the procedure reform and reduction for implementing bodies but still ensure the requirements of payment management, have actively contributed to preventing and fighting corruption in the payment of capital investment for construction. The policies are highly feasible and in accordance with practical requirements. Through monitoring and examining, positive feedback from stakeholders has been received. The Ministry of Finance’s engagement with other ministries and branches is generally carried out in the spirit of responsibility, quality assurance, and is appreciated, notably its participation in the Investment Law, the North - South high-speed railway project, reports on government bond investment program in 2003-2010 and 2011-2015 ... The timely issuance of documents that guide and explain policies and answer questions related to control and payment of capital construction investment by ministries, branches and localities have contributed to accelerate the disbursement of investment capital for basic construction and strengthen payment disciplines in the state treasury system.
2. Executive Activities and Capital Payment Management:
 In operating investment plans, the Ministry of Finance has always directed its units to grab the actual situation in order to actively solve difficulties or report them to the competent authorities for resolutions. It has taken drastic measures to accelerate the disbursement of investment capital, thereby achieved good disbursement over the past years and reduced the prolongation to the following year. Up to 31/1/2011, the disbursement of capital for basic construction and government bond capital in 2010 through the State Treasury were 95% and 97,9%. These rates in 2011, up to 30/9/2011, were 67% and 72,5%  relatively, in which the disbursement of transportation and irrigation projects is estimated at 80%, health and  education projects at 72%...
The Ministry’s reports and recommendations to differrent units, such as the advanced capital plan, the plan for issuing government bonds in 2011 and 2011-2015, the plan for transfering from advanced capital to granted capital, have been highly recognized and appreciated...
3. Appraisal, Verification and Idea Contribution to Planning Strategies, Programs and Projects:
The Ministry of Finance has continued the motto "pay first, appraise later" and authorized the local financial agencies to verifying some programs right in the process of submiting for the provincial approval; thereby the appraisals generally have been conducted quickly, compactly and prescriptively. Detailed capital distribution plans of ministries, departments and localities have been timely reviewed, verified and assessed by the Ministry of Finance for prompt adjustments.
In 2010 and nine months of 2011, the Ministry of Finance contributed its ideas to about 290 strategic projects, socio-economic development plannings and construction plannings, notably:

- 4 important projects including North - South high-speed railway, Ninh Thuan nuclear power plant, Lai Chau Hydroelectric plant and Hanoi construction planning. 
- A number of projects, such as the transport devepment strategy for rural areas, the transport development planning in key economic zones in Mekong River Delta, Long Thanh airport planning, the Youth island project, the detailed planning for Ho Chi Minh road, Vietnam's coal industry planning, Red River Delta coal basin planning, Vietnam power development planning in 2011-2030 (general diagram VII),  the renewable energy devepment planning .., Long Phu thermal power project 1, Thai Binh, Thai Ha bridge project, Ben Luc - Long Thanh and Da Nang - Quang Ngai highway projects, the projects adjusting Son La hydroelectric plant, Phuong Nam and Bai Bang Paper factory...
Generally speaking, the participation, evaluation and suggestions of the Ministry of Finance for the plannings and projects have been conducted with a high sense of responsibility and quality assurance, making contribution to enhancing the efficiency of state investment management.

4. Annual Settlement of Investment Capital and Settlement upon Project Completion
In 2010-2011, the Ministry of Finance approved on time the annual settlement of investment capital in 2008 and 2009. In 2011, it carried out pilot examination for annual investment capital settlements for the year 2009 in a number of ministries. Units under the Ministry (the Department of Investment, the Department of State Budget, the State Treasury) closely cooperated to complete the government bond auditing report in the period 2006-2009 and the capital settlement report in 2009. Overall, the settlements of capital have been made quickly and compactly (the result of capital settlement examination and assessment in 2008 were completely approved in 2/2010). 
- The investment capital settlement upon the completion of projects was conducted in a uniform process with timely adjusments and supplements.  The fact that the settlement of completed projects in 2009 and 2010 were supervised, speded up, puplicized and reported to the Prime has certainly improved the responsibility of ministries and localities in investment management.
According to the publicized statistics, in 2010, through varification and approval of 44,488 projects, the Ministry excluded VND 1,459.7 billion- valued- improper expenses from the settlement requests. In six months in 2011, VND 465.2 dong was cut through the verification and approval of 18,043 completed projects.
5. Publicity, Transparency and Administrative reform:
Considering the publicity, transparency and administrative reform as important measures in preventing and fighting corruption, the Ministry of Finance has quarterly publicized the investment capital disbursement of ministries and localities, and the settlement of completed projects.
Through modifying the management mechanism, the administrative procedures have been minimized. A number of modifications can be named as implementing "pay first, appraise later" motto, decentralizing the local financial agencies, verifying the allocation of investment capital from government bonds for health and education projects during the process of annual planning. 
The Ministry of Finance reviewed and issued Decision No. 1903/ QD-BTC dated 10/8/2009 on the proclamation of the administrative procedures in the field of the State Treasury. These procedures are published on the Government’s administrative reform website and the Ministry’s website, and publicly posted in all the State Treasury branches in order that the implementation can be observed and any inconvenience and harassment in the investment capital payment can be avoided.
6.  Examination and Inspections:
- The regular examination and inspections of the budget use in the functional units under the Ministry of Finance have been strengthened to ensure strict management, avoid losses and wastage, and prevent corruption and wrong-doings in the field of construction.
+ In 2010, the Department of Investment took charge of 6 inspection teams. In 9 months of 2011, in addition to participating in 8 inspection teams presided by the Ministry of Planning and Investment for the implementation of Resolution 11, it hosted 5 delegations to inspect the management of investment capital payment and settlement in 2010 and 2011 in 9 provinces and 5 ministries.
Through the examination, problems arising as false billing, overbilling in some local treasuries were detected and corrected, statistical data were unified, and obstacles on payment management were removed.

+ The expenditure control of the State Treasury system has been strengthened, burget revenues and expenses have been under strict control and improper expenses have been determinedly denied. Through the control of expenditure, in 2010 and 9 months of 2011 the State Treasury refused VND 120 billion - valued payment requests that exceeded bid prices or were not included in contracts... Every year, the State Treasury makes plans to examine the internal units on their control of capital payments. Vvarious forms of examination are taken, such as thematic examination, examination of upper levels to lower levels and cross-checking among units; thereby the State Treasury can timely detect and handle problems, reinforce disciplines of public services, and fight corruption.
- The financial inspection in the field of construction investment has been enhanced and its efficiency has been increasingly improved. Through the inspection, many errors in the management of investment capital were found and corrected, making contribution to reducing budget expenses, strengthening legislation on finance and anti-corruption in the inspected agencies.
In 2010 and 6 months of 2011, the Inspectorate of the Ministry of Finance conducted 24 inspections on capital investment management in some ministries, sectors and projects. Consequently, it detected VND 690.6 billion in errors and made recommendations for finacial punishment (adjusting the capital: VND 480 billion, reduceing the total investment: 27 billion; reducing the estimated value: 94 billion, reduceing  the payment acceptance: 72.5 billion, refusing the payment: 17.6 billion). Moreover, it offered several proposals to enhance the investment management to avoid such errors as: Failing to comply with due construction process and procedures; improperly allocating the investment, lacking the required procedures, conducting inappropriate survey and design.
 II. Limitations in Capital Investment management:
In the recent years, the policy and mechanism decentralization has made favorable conditions for investors in project implementation and investment capital disbursement. Mministries, branches and localities have proactively reviewed the progress of projects and promptly solve difficulties. Therefore, some good results have been seen. 

However, there still are shortcomings in the investment capital management and use, as shown in the following points:

- Allocating and adjusting investment plans:
+ The capital allocation has not been concentrated or closely based on the actual performance; a number of ministries, branches and localities have allocated the capital various times; a number of projects were approved without detailed component projects or ground clearance sub-projects, all of which have slowed down the disbursement and project implementation.
+ The adjustments for capital plans by some ministries, branches and localities were slow, while the temporary payments should be made by 31/12. That, therefore, has created dificulties for investors to complete their temporary payment applications, and adversely affected the speed of disbursement.
- Mechanisms and policies: The regulations on investment management in the field of construction are defined in many different documents, some provisions remain unclear, such as the provisions on contractor selection for the additional amount of work, EPC contractor selection (estimated cost must be approved in advance or not) ... Besides, the allowance of large pecentage of temporary payment creates dependencey and perfunctory constructionn that badly affects project progress.
- The limited capital resources cannot meet the huge needs of ministries, branches and localities, which, together with other subjective and objective reasons, make difficulties in capital balance, results in scattered, prolonged allocation and inefficent investment.
 - The ground clearance of most of projects is stagnant with irrational compensation policyies and low responsibility of competent authorities.
- The iinvestment discipline is not strict enough or seriously exercised by relevant bodies; thereby, out-of-planning projects, poor performance in bidding and approving projects are seen...)
- The stronger decentralization has given investors more authority; however, the capacity of the investors (in single projects, projects in remote, mountainous and rural areas) is limited. The staff in financial management and construction investment are untrained, thereby, fail to comply with the order and procedures of the investment in basic construction.
- In 2011, ministries, branches and localities were confused bout reviewing, cutting, cancelling, delaying or rescheduling the projects in accordance with the Government Resolution No. 11/NQ-CP dated 24/2/2011. A number of ministries and localities have not aggressively directed and urged investors to exercise the Resolution. Investors themselves have faced a lot of difficulties over the past time due to price fluctuations and interest rates, which have limited the capital mobilization for their projects.
III. Proposals and Recommendations to Improve Efficiency of  Capital Investment in construction and Strengthen Anti-corruption:
- In terms of investmentt mmechanisms and policies: The competent ministries and branches should revise related mmechanisms and policies in order to solve problems in project bidding, land procurement and construction management. They need to make clear guidance on adjusting the total investment and allocating capital for additional categories of projects (including guidance on capital allocation for the government bond-funded projects which are managed separately by ministries and by localities). 
- Regularly reviewing and improving mmechanisms and policies in both ministrial and provincial levels, taking the administrative reform of the government into account, clearly defining the rresponsibilities and severe sanctions in this domain.

- Iimproveing the capacity and qualifications of management staff, decentralizeing on the ground of capacity in oder that diferrent levels are assigned proper authority and tasks in investment management, ensuring self-determination, self-responsibility. 
- Local authorities actively accelerate the ground clearance and apply appropriate clearance plan to minimize obstacles to major projects. Any issues arising during the implementation process need to be promptly reported to competent authorities for solutions.
- Ministries and departments continue thorough implementation of measures to cut down public investment under the provisions of Resolution No. 11/NQ-CP dated 24/02/2011, Resolution No. 83/NQ-CP dated 06/05/2011, and Resolution No. 91/NQ-CP dated 08/9/2011 of the Government; timely reportt to general agencies to submit to the Government Prime Minister for appropriate solutions.
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