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Attachment 2

Grant No. 0106- NEP (SF) - Information and Commumca’c:on Technology Development
Project

STATEMENT OF EXPENDITURES (SOE) PROCEDURE

DEFINITION

1. Pursuant to Paragraph 5(b) of Schedule 2 of financing agreement, you may use the SOE
procedure whereby an application for replenishment or liquidation of the imprest account is
supported by Statement of Expenditures, in lieu of the normal full documentation. Under the SOE
procedure you are required to submit to ADB together with the Withdrawal Application (Form ADB-
. IFP), a Statement of Expenditures (ADB-SOE-SS), duly certified by persons authorized to sign
withdrawal applications. The SOE form would be submitted in place of the usually required
supporting documents such as invoices, contractors’ bllls bills of lading and or other related

documents.

SOE LIMIT

2. SOE procedure wnII be used in respect of payments out of the imprest account for eilglble-

.expenditures not exceeding US$3,000 per individual payment

"SUPPORTING DOCUMENTS

.3 The SOE, a special reimbursement procedure of ADB has been approved for use of the
Project on the condition that all relevant supporting documents will be retained-by you and will be

made available for examination by the ADB's representatives during field missions or upon ADB's . '

request for submission of supporting documents on a sampling basis. In addition, you are required
to maintain proper accounting records of SOE expenditures to facilitate verification of these
expenditures agalnst supporting documents.

INELIGIBLE EXPENDITURES

4, Where ADB subsequently finds any payment made under the SOE procedure to be
insufficiently supported or ineligible for ADB financing, ADB may offset the amount of the unjustified
or ineligible payment against subsequent withdrawals for reimbursement or request the Recipient to
refund the same amount to the Grant account.

AUDIT-

5. The SOE records must be audited regularly by independent and qualified .auditors
acceptable to ADB. The audit is carried out as part of the regular annual audit of the Executing
Agency’'s account. The auditor's opinion of that part of the examination relating to the SOE
procedure should be separately set out in the auditor's report.
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DISBURSEMENT PROCEDURES
Reference: ADB’s Loan Disbursement Handbook dated January 2007
A. DIRECT PAYMENT PROCEDURE

1. ADB, pays a designated beneficiary, at the request of the Borrower, from the loan funds
(Section 7 of the Handbook). Narrative procedures are in Appendix 14 of the Handbook.

Requirements

(i) signed withdrawal application (form ADB-DRP/RMP in Appendix 5 of the
Handbook)
(i) summary sheet (form ADB-DRP-SS in Appendix 8 of the Handbook)

Supporting Documents

(i) contract or confirmed purchase order (PO) indicating amount and due date

(i for payment of goods: supplier’s invoice, bill of lading, or other similar documents

(i) for payment of services: consultant’s claim or invoice

(iii) for payment of civil works: claim or invoice from the contractor and a work progress
certificate signed by the project engineer and approved by the borrower’s
authorized representative

B. COMMITMENT PROCEDURE

2. ADB, irrevocably agrees to reimburse a commercial bank for payments made or to be
made to a supplier against a letter of credit (Section 8 of the Handbook). Narrative procedures
are in Appendix 20 of the Handbook.

3. ADB issues a Commitment Letter against a letter of credit (LC), and agrees to pay (on
behalf of the Borrower and out of loan funds) the negotiating bank for the payments made or to
be made to the supplier in accordance with the terms of LC.

Requirements
(i) signed application for commitment letter (form ADB-CL in Appendix 6 of the
Handbook)
(i) summary sheet (form in Appendix 9 of the Handbook)

Supporting Documents

(i)  contract or confirmed PO
(i) two signed copies of the LC

4, ADB issues a Commitment Letter to the designated commercial bank (usually advising
bank) as shown in Appendix 15 of the Handbook. A copy of ADB’s commitment letter is also
provided to the EA/PMO for information.
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ADB’s Payment to the Commercial Bank

5. ADB pays from the loan account after the receipt of the confirmation from the supplier's
nominated commercial bank (normally a negotiating bank) which has paid for or agreed to pay
in accordance with the LC terms. Requests for reimbursement from the nominated commercial
bank are made in authenticated SWIFT or tested telex.

6. ADB'’s approval is required for amendment to the LC involving changes such as:

(i) extension of the LC expiry date beyond the loan closing date of the loan
account;

i) change in the LC’s value and currency;

iii) description or quantity of goods;

iv) country of origin;

v) beneficiary; and

vi) terms of payment

.~~~ A~ A~

The forms are shown at Appendix 17 and 18 of the Handbook.

7. Amendments to the LC for: (i) extending the expiry date and shipping dates up to loan
closing date; (ii) other amendments except those mentioned in para. 6 above. The Borrower
simply informs ADB using the standard form in Appendix 19 of the Handbook and submits a
signed copy of the amendment.

C. REIMBURSEMENT PROCEDURE

8. ADB pays to the borrower’s account, or in some cases, to the project account for eligible
expenditures, which have been incurred and paid for by the borrower or EA out of its budget
allocation or its own resources (Section 9 of the Handbook). Narrative procedures are in
Appendix 21 of the Handbook.

Requirements

(i) signed withdrawal application (form ADB-DRP/RMP in Appendix 5 of the
Handbook)
(i) summary sheet (form ADB-RMP-SS in Appendix 8 of the Handbook)

Supporting Documents

(i)  contract or confirmed PO

(i)  copy of the invoice/bill/claim and delivery receipt

(iii) evidence of payment showing the amount paid; the date of receipt and the
payee

D. STATEMENT OF EXPENDITURES (SOE) UNDER REIMBURSEMENT PROCEDURE

9.  This procedure requires no submission of supporting documents (see paragraphs 9.8 to
9.23 of the Handbook for details). Ceiling for the Project is $200,000 per item of expenditures.
The SOE is used in lieu of the usual supporting documents and the summary sheet. It may also
be used in connection with the liquidation or replenishment of the imprest account.
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10. The SOE forms are in Appendix 22 to 25 of the Handbook.
E. INSTRUCTIONS FOR WITHDRAWALS

15. Before the first W/A is submitted to ADB, the name of the authorized representative(s)
must be provided to ADB, through the Ministry of Finance, including the authenticated specimen
signatures of the representative(s).

16. The W/A should be signed by the authorized representative(s), sequentially numbered and
should not exceed five digits (00001, 00002, etc.).

18. The W/A forms and summary sheets to be used vary for the different procedures. A
separate W/A for each currency requested should be submitted. The Project may use any of the
above disbursement procedures. The WA forms can be downloaded from LFIS website
http://Ifis.adb.org.

19. The W/A to be submitted to ADB must be the signed original copy to the attention of Mr.
Francis Emmanuel, Sr. Financial Control Specialist, CTLA-1 and copied to Mr. Kazuhiko Higuchi,
Director, SATC. However, supporting documents may be in photocopies and the originals to be
kept for audit purposes.



Appendix 7 37

WITHDRAWAL APPLICATION FOR DIRECT PAYMENT /5" Development Bank @

ADE Loan Mo, e
Date:
wotcaicnto. [T [ [ ]
Tor ?EBE:mlopm;nt 35:'”‘ city Type of Disbursement
wanue, Mandaluyong )
1550 Matro Manila, Philippines I:I Direct Payment
Reimb nt
AMtention:  Loan Administration Division, Controller's Department (CTLA) [ Reimburseme
SirMadam:
1. In connaction with the Loan Agreement dated __ - __ between tha Asian Development Bank and the
(Borrowar) , please pay from the Loan Account:
Currency Amount in Figurs Amount in Words

The said amount is required for payment or reimbursemeant of eligible expenditures in the said currancy as described in the
attached Summary 3heeat(s).

2. The undersigned certifies and agrees as follows:

a. theseexpenditures wers/arafwill be made forthe purpeses specified in the Loan Agresment and the undersignad has not
previously withdrawn from the Loan Account or obtained or will obtain any other loan, credit, or grant for the purpose of fully
or partially meeting thess expendituras.

b. the goods or services have been procured in accordance with the Loan Agresment and the cost and terms of the purchase
thereof are reasonable and in accordance with the rlevant contract(s).

c. the goods or servicas weare or will be produced in and supplied by a membsar country of ADB as specified in the attached
Summary Sheets(s).

d. for expenditures claimed on the basis of a Statement of Expenditures (S0E), all authenticating documents have beean
retained in the location shown on the individual S0E Summary Sheets and will be made available for review by auditors and
ADE reprasentatives upon requeast.

&. as of the date of this application, there is no existing default under the Loan Agreement, the Project Agreement or the
Guarantee Agreement, if any.

f. if any funds withdrawn pursuant to this application are retumed, the current value of such funds will be applied as cradit to
the Loan Account or, if the amount is small, applied to the next loan service paymeant dus.

3. Payment Instructions:

A. Payee's Name and Address
Payeg's Mame
Payeg's Addrass

E. Mamea and Address of Payea's Bank and Account Mo,
Bank Mamea
Bank Addrass
Payee's Account Mo,
SWIFT Code

C. Comespondant Bank (If Payea's Bank is nof located in the Country whose curancy is cfaimed, anter the name

and address of thair bank’s comaspondart in the country whose cumency is to be paid.)

Bank Mama
Bank Addrass
Account No. of
Payee's Bank
SWIFT Code

0. Special Paymeant Instructions and Other Referances

4. This application consistsof __~ pages including pages of Summary Sheats.

From:

Name of Borrowear

Signature of Authorized Raepresantativeis)

Printed Name/Position/Title of Authorized Represantative(s)
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WITHDRAWAL APPLICATION FORM FOR IMPREST FUND Asian I){-!w-'.lnplnenl Bank _sz

Date ADBloanMe.
appicatonie. [ [ [ [ T ]
Ta: Agian Development Bank Type of Disbursement
B ADB Avenues, Mandaluyong City Initial Ads
1550 Metro Manilz, Philippines nial Advance
I:l Increass in Ceiling
Aftention: Loan Administration Division, Controller's Department (CTLA)
I:l Replenishment
SinfMadam:
1. In connection with the Loan Agreement dated hetwesn the Asian Development Bank and the
(Borrower) . pleass pay from the Loan Account for the

purpese of establishing/replenizhing the Imprest Fund.

Currency Amount to be Paid (in figures)  Amount to be paid (in words)

2. The Borrower certifies and agrees as follows:

a

b.

o

a

o

=

[l=]

=

. the =aid amount is reguired for payment of eligible expenditures as described in the attached Estimate of Expenditures Sheet(s) from

(date/monthiear) to (date/monthvyear).
any advances by the Asian Development Bank (ADB) to the Imprest Fund may be limited to a sum smaller than the amount requested
for advances or replenishment, allowing the Fund to be gradually reducsd and fully documentad prior to loan clesing date.
the undersigned has not previously withdrawn or applied for withdrawal of any amounts from said Lean Account nor cbtained or will
obtain any loan, credit, or grant for the purpose of fully or partially mesting the expenditures described in the Estimate of Expenditures
Shest(s) or Summary Sheet(s);

. the expenditures described in the attached Estimate of Expenditures Sheet(s) / Summary Sheetis) are to be made for the purposes

specified in the Loan Agreement and in accordance with ite terms and conditions; and
promiptly within & months after the payment(s), the undersigned will furnizh proof satisfactory to ADB to liguidate and document
the advance.

. for expenditures to be liguidated on the basis of a Statement of Expenditures (S0E), all authenticating documents will ke retained in the

ocation shown on the individual S0E Summary Sheet(s) and will be made available for review by auditors and ADB representatives
upaon reguest.

. as of the date of this application, thers is no existing default under the Loan Agreement, the Project Agreement or the Guarantes

Agreement, if any.
f amy funds withdrawn pursuant to this application are retumed, the current value of such funds will ke applied as credit to the Loan
Account or, if the amount is emall, applied to the next loan service payment due.

3. Payment Instructions:

A_ Payee's Name and Address
Payse's Name
Payee's Address
B. Mame and Address of Payee's Bank and Account Mo.
Bank Mame
Bank Address
Payee's Account Mo.
SWIFT Code
C. Correspondent Bank (I Payee’'s Bank is not localed in the Couniry whose cumency is claimed, enter the name
and address of their bank's corespandent in the country whass currency is fo be paid )
Bank MName
Bank Address
Account Mo. of
Payee's Bank
SWIFT Code
0. Special Payment Insfructions and Other Refersnces

4. This application consists of pages including pages of Summary Sheets.

From:

Mame of Bomower

Signature of Authorized Representative(s)

Printed Nama/Position/Title of Authorized Representative(s)

ADB Form MO, ADB-IFP Revised January 2007
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PROFORMA OF THE EXECUTING AGENCY'S PROJECT PROGRESS REPORT
A. Introduction and Basic Date

Provide the following:

e ADB loan Iumber, project title, borrower, executing agency(ies), implementing
agency(ies);

Total estimated project cost and financing plan;

Status of project financing including availability of counterpart funds and cofinancing;
Dates of approval, signing, and effectiveness of ADB loan;

Original and revised (if applicable) ADB loan closing date and elapsed loan period based
on original and revised (if applicable) loan closing dates; and

o Date of last ADB review mission.

B. Utilization of Funds (ADB Loan, Cofinancing, and Counterpart Funds)

Provide the following:

e Cumulative contract awards financed by the ADB loan, cofinancing, and counterpart
funds (commitment of funds to date), and comparison with timebound projections
(targets);

e Cumulative disbursements from ADB loan, confinancing and counterpart funds
(expenditure to date), and comparison with time-bound projections (targets); and

o reestimated costs to completion, need for reallocation within ADB loan categories, and
whether an overall project cost overrun is likely.

C. Project Purpose

Provide the following:

o Status of project scope/implementation arrangements compared with those in the report
and recommendation of the President (RRP), and whether major changes have occurred
or will need to be made;

o An assessment of the likelihood that the immediate development objectives (project
purpose) will be met in part or in full, and whether remedial measures are required
based on the current project scope and implementation arrangements;

¢ An assessment of changes to the key assumptions and risks that affect attainment of the
development objectives; and

e Other project developments, including monitoring and reporting on environmental and
social requirements that might adversely affect the project’s viability or accomplishment
of immediate objectives.

D. Implementation Progress

Provide the following:

e Assessment of project implementation arrangements such as establishment, staffing,
and funding of the PMO or PIU;
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Information relating to other aspects of the EA’s internal operations that may impact on
the implementation arrangements or project progress;

Assessment of the progress of each project component, such as (i) recruitment of
consultants and their performance; (ii) procurement of goods and works (from
preparation of detailed designs and bidding documents to contract awards); and (iii) the
performance of suppliers, manufacturers, and contractors for goods and works contracts;
Assessment of progress in implementing the overall project to date in comparison with
the original implementation schedule—quantifiable and monitorable target (include
sample charts such as bar or milestone to illustrate progress, a chart showing actual
versus planted expenditure, S-curve graph showing the relationship between physical
and financial performance, and actual progress in comparison with the original
schedules and budgets, the reference framework or guidelines in calculating the project
progress;

An assessment of the validity of key assumptions and risks in achieving the quantifiable
implementation targets.

Compliance with Covenants

Provide the following:

F.

The borrower’s compliance with policy loan covenants such as sector reform initiatives
and EA reforms, and the reasons for any noncompliance or delay in compliance;

The borrower's and EA’s compliance with financial loan covenants including the EA’s
financial management, and the provision of audited project accounts or agency financial
statements; and

The borrower's and EA’s compliance with project-specific loan covenants associated
with implementation, environment, and social dimensions.

Major Project Issues and Problems

Summarize the major problems and issues affecting or likely to affect implementation progress,
compliance with covenants, and achievement of immediate development objectives.
Recommend actions to overcome these problems and issues (e.g., changes in scope, changes
in implementation arrangements, and reallocation of loan proceeds).
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Framework and Guidelines in Calculating Project Progress
A. Introduction

1. To ensure that all implementation activities are reflected in measuring implementation
progress against the project implementation schedule, the term "physical completion” in the
PPR has been changed to "project progress.”

2. Physical and pre-commencement activities are considered in calculating project
implementation progress. These activities, which may include recruitment of consultants,
capacity building, detailed design, preparation of bid and prequalification documents, etc., could
constitute a significant proportion of overall implementation and therefore should be counted.

3. Each activity in the implementation schedule will be weighted according to its overall
contribution (using time as a reference) to progress of project implementation. These weights
will then be used to calculate the percentage of project progress along the entire time span of
the project. This is to provide a holistic view of the pace of implementation.

B. Framework for Compiling Activity List and Assigning Weights

4. As implementation activities and their corresponding weights will vary according to the
type of project, sector, and country, sector divisions or RMs will be responsible for determining
and including them in the project administration memorandum. The actual project
implementation progress of these activities should be reported regularly through the EA’s
quarterly project progress report. To ensure ADB-wide consistency, the following framework has
been established; its application will be monitored through the PPR.

a. Compilation of Activity List

5. Sector divisions or RMs concerned should identify major implementation activities and
include them in the implementation schedule, which is attached as an appendix in the report
and recommendation of the President (RRP). The implementation schedule should follow the
critical path of the project’s major activities in project implementation taking account of various
country, sector, and project constraints.

b. Assignment of Weights

6. Corresponding weights for each activity should be assigned to ensure that “project
progress" measures the percentage of achievement (nonfinancial except when the project has
credit components) for all events during the entire duration of the implementation schedule. To
avoid disproportionate assignment of weights, to the extent possible these should be evenly
distributed along the implementation schedule. When activities are concurrent, avoid “double
counting.”

C. Computation of Project Progress

7. Once all activities are identified and corresponding weights assigned, project progress
should be calculated using the following steps:

(i) Determine the actual percentage progress (nonfinancial) of each activity.
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(i) Multiply these percentages by the assigned weight of each activity to arrive at the
weighted progress.

(iii) Add up the resulting weighted progress of all activities to determine the project
progress.

Page 3 of this Appendix provides an illustration of this calculation using a generic sample
implementation schedule and this Appendix, page 4 a specific example in the education sector.

Implementation Schedule with Activities and Weights

Yrl Yr2 Yr3 Yr4 Yr5

C
d [~— ] !

ACTIVITIES

-

Sum of all weights should equal 100 percent (a+b+c+d+e+f+g = 100%)

2. When calculating the percentage of “project progress,” all completed activities should be counted as accomplished, regardless of when they
were scheduled to be completed. For example, when calculating the percentage of “project progress” after year 3, if activity D is completed in
year 3 rather than in year 2, it should still be included in the computation.

3.  Total weight of each activity is as follows: Activity A—a; Activity B—b; Activity C—c; Activity D—d; and Activity E—e + f +g

4. Project progress of a project is the summation of the actual percentage of progress for each activity multiplied by the total weight of each

activity.



Sample Implementation Schedule

(a) (b) (a) x (b)

Activities Year 1 Year 2 Year 3 Year 4 Assigned Actual Weighted

Weight Progress | Progress
Establish PIU s 5% 100% 6%
Establish Accreditation Board, etc. s 5% 0% 0%
Appoint Staff and Budget [ | 4% 75% 3%
Adopt Architecture Plans || 2% 100% 2%
Shortlist Consulting Firms s 6% 100% 6%
Prepare Fellowship Program [ ] 6% 76% 4%
Prepare Civil Works Tendering I 30% 0% 0%
Civil Works: Classrooms, Dorms, etc. ] 6% 0% 0%
Procurement of Furniture and Equipment s 16% 10% 2%
Field Work of Consultants I 7% 0% 0%
Provide Fellowships s 6% 0% 0%
Conduct Study Tours s 6% 0% 0%
Provide Curriculum Standards I 6% 0% 0%

Total Weight 100%

Imp. Progress 24%

(a) Assigned weight for each activity
(b) Actual progress of each activity

(a) x (b) weighted progress for each activity
Project progress = sum of all weighted progress for each activity

g Xipuaddy
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Worksheet for Quarterly & Yearly Contract Awards/Commitments & Disbursement Projections ($ Million)

(Important: Before completing this form, please read carefully the instructions printed at the back of this form. Refer to PAI Nos. 5.02. Issued in December 2001.)

Asian Development Bank @

PROJECT: PROJECTIONS MADE IN:
LOAN/GRANT NO. SEGMENT NO. FUNDS (OCR, SF, ADF-IX, ATF?) COUNTRY (Acronym) (Month, Year)
Contracts QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4 TOTAL PROJECTED
Awarded on FOR THE YEAR 20___
Previous Jan, Feb, Mar 20 Apr, May, Jun 20 Jul, Aug, Sep 20 Oct, Nov, Dec 20, (YP)=(QA) + (QP)
Year(s)
Ref. Cate Month, Year op Month Awarded/ op Month Awarded/ op Month Awarded/ o Month Awarded/
i " n N Committed or To be Committed or To be Committed or To be Committed or To be i
Line| oryv| CONTRACT/COMMITMENT ITEM Contract =1 = o et QP | Disbursement [~ | awadet  |QF | Disbursement [T~ Awarded/ QP | Disbursement [T~ Awarded! QP Disbursement DIE MR
No. | 9°"Y Contract Value/ | Amount Related to
) Awarded Comitted Amount Related Committed Amount Related Committed Amount Related Comitted Amount Related [ = "L o —
QA o the Contract/ | QA to the Contract/ | QA || tothe Contract/ | A || to the Contract/ (©)=(1+345+7) e a—
Commitment (2) QP Commitment (4) | QP Commitment (6) QP Commitment (8) ~
Contract Value =] Contract Value/ A 1 Contract Value/ A 1 Contract Value/ A 1 Contract Value/ A (10)=(2+4+6+8)
(Bank Financed) Commitment (1) Q Commitment (3) Q Commitment (5) Q Commitment (7) Q
QA QA QA
TOTAL (Carried Forward) FROM PREVIOUS PAGE __ OF ___ PAGES | | [ | | |

1

10

TOTAL OF THIS PAGE___ OF __PAGES (To be carried on next page)

GRAND TOTAL (LAST PAGE)

" In accordance with the allocation of loan proceeds as defined in the loan documents, or any other detailed breakdown if found useful.

2 ATF = Asian Tsunami Fund; Projections should be for the ADB-ATF financed component only.

QA = Quarterly Actual (already awarded/committed/disbursed, when projections are prepared).

QP = Quarterly Projected (to be awarded/committed/disbursed), when projections are prepared).
ADB Form No. 16/06

NOTES AND REMARKS:

Page ___ of ___ pages
QP-01-20

Revised September 2005

op

6 Xipuaddy
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PROJECT COMPLETION REPORT
Suggested Topics for Project Completion Reports to be Prepared by Borrowers
(project, multiproject, sector, program, sector development program, and
technical assistance loans)

PROJECT DESCRIPTION

A. Objectives

B. Components (or subprojects for sector and multiprojects)
C. Implementation methods
D. Description and justification of changes in components (or subproject appraisal criteria)

or implementation methods
Il. PROJECT IMPLEMENTATION

A. Compare original and actual implementation schedules. Indicate delays, length and
causes of delays, and remedial action taken.

B. Compare cost estimates made during appraisal and actual costs (foreign and local).
Local currency costs incurred, appropriate exchange rates for their conversion into US dollars,
and the foreign exchange costs financed by cofinanciers must be compiled correctly with
reference to audited project accounts. Indicate factors that contributed to any significant
overruns or underruns.

C. State problems or difficulties in recruiting consultants, with reference to ADB procedures.
Assess the consultant's work and the working relationship between the executing agency (EA)
and the consultant. Use of a design and monitoring framework is strongly recommended.

D. State problems or difficulties encountered in procuring goods and services (including
civil works) with reference to ADB procedures. Assess the supplier's or contractor's
performance under the contract.

E. Give the extent of compliance of the borrower and EA with loan covenants, with reasons
for noncompliance or delays in compliance and the remedial actions taken.

F. State reasons for any delays in loan utilization. Evaluate the appropriateness of the
disbursement methods used. Justify the reallocation of loan proceeds.

G. State problems or difficulties with subproject appraisal. Evaluate the EA’s performance
and capacity to appraise subprojects.

. INITIAL OPERATIONS

A. Describe initial operations of the project and transitional problems encountered from
project completion to initial operations.
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B. Describe measures taken to ensure continued smooth operation of the project relative to
management, staffing, funding, and maintenance of project facilities.
C. Analyze the prospects of the project benefits being realized.

V. EVALUATION OF THE ASIAN DEVELOPMENT BANK’S PERFORMANCE
A. Assess ADB's performance in supervising project implementation. Include comments on
the adequacy of the consultants’ terms of reference and appropriateness of specifications in
tender documents. Evaluate the effectiveness and timeliness of assistance extended by ADB to

solve implementation problems.

B. Comment on problems encountered with ADB's procedures. Note the measures taken to
resolve these problems and suggest changes in procedures and requirements.
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AUDIT LETTER
ASIAN DEVELOPMENT BANK

South Asia Department
Transport and Communications Division

Date
Dear Sir or Madam:

Subject: Grant 0106-NEP: Information and Communications
Technology Development Project
FINANCIAL REPORTING AND AUDITING REQUIREMENTS

This letter is to ensure your timely compliance with the loan covenants and the quality of
financial information as required by ADB. ADB's Handbook on the Financial Governance and
Management of Investment Projects Financed by ADB (the handbook) is enclosed to guide you.

ADB, by its Charter, is required to ensure that the proceeds of any loan made,
guaranteed, or participated in by ADB are used for the purposes for which the loan was
approved. ADB requires accurate and timely financial information from its borrowers to be
assured that expenditure was for the purposes stated in the loan agreement.

For this particular loan, the requirements are stipulated in sections 4.02(a) of the Grant
Agreement of Information and Communications Technology Development Project. A copy of the
Grant Agreement is enclosed for onward transmission by your office to your EA and the
auditor(s), together with a copy of this letter.

The following are the main requirements:

. ADB requires the EA to maintain separate project accounts and records
exclusively for the Project to ensure that the loan funds were used only for the
objectives set out in the Grant Agreement. The project accounts comprise the
audited financial statements of the project and of the EA.

The first set of project accounts to be submitted to ADB covers the fiscal year
ending 15 July 2008. As stipulated in the Grant Agreement, they are to be
submitted up to 6 months after the end of the fiscal year. For this grant, the
deadline is by January 2009. A sample report format with explanatory notes, is
available in Section 5.82 (Appendix 11) of the handbook.

. The accounts and records for the project are to be consistently maintained by
using sound accounting principles. Please stipulate that your external auditor is
to express an opinion on whether the financial report has been prepared using
international or local generally accepted accounting standards and whether they
have been applied consistently.
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ADB prefers project accounts to use international accounting standards
prescribed by the International Accounting Standards Committee. Please advise
your external auditor to comment on the impact of any deviations, by Office of the
Prime Minister and Council of Ministers from international accounting standards.

Please ensure that your external auditor specifies in the Auditor's Report the
appropriate auditing standards they used, and direct them to expand the scope of
the paragraph in the Auditor's Report by disclosing the key audit procedures
followed. Your external auditor is also to state whether the same audit
procedures were followed for all supplementary financial statements submitted.

ADB wishes that auditors conform to the international auditing standards issued
by the International Federation of Accountants. In cases where other auditing
standards are used, request that your external auditor to indicate in the Auditor's
Report the extent of any differences and their impact on the audit.

The external auditor's opinion is also required on whether

- the proceeds of ADB's grant have been utilized only for the project as
stated in the Grant Agreement;

- the financial information contains data specifically agreed upon between
the Office of the Prime Minister and Council of Ministers and ADB to be
included in the financial statements;

- the financial information complies with relevant regulations and statutory
requirements; and

- compliance has been met with all the financial covenants contained in the
Grant Agreement.

The Auditor's Report is to clearly state the reasons for any opinions that are
qualified, adverse, or disclaimers.

Actions on deficiencies disclosed by the external auditor in its report are to be
resolved by Office of the Prime Minister and Council of Ministers within a
reasonable time. The external auditor is to comment in the subsequent Auditor’s
Report on the adequacy of the corrective measures taken by Office of the Prime
Minister and Council of Ministers

Compliance with these ADB requirements will be monitored by review missions and

during normal project supervision, and followed up regularly with all concerned, including the
external auditor.

CC:

Yours sincerely,

Kazuhiko Higuchi
Director
Transportation and Communications Division

External auditor of the EA
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GRANT 0106-NEP: INFORMATION AND COMMUNICATIONS TECHNOLOGY

DEVELOPMENT PROJECT

STATUS OF COMPLIANCE WITH GRANT COVENANTS

(As of 26 September_2008)

Covenant

Status of Compliance

Sector

1.

Wireless Broadband Network

The Government of Nepal shall cause the EA to build the
wireless broadband network in a phased manner over the
Project implementation period. During the first year of
implementation, the network shall be pilot tested in three
selected districts to establish its ownership and operation
modality. During the second year of Project implementation,
the pilot testing shall be expanded to 10 more districts. During
the third year of Project implementation, the network shall be
expanded to 25 districts, applying established ownership and
operation modality. Each phase network shall be extended to
further remote areas one year after its operation. (GA,
Schedule 4, para. 7)

To be complied

Telecenters

The Government of Nepal shall cause the EA to build and
operate the Telecenters in step with the wireless broadband
network expansion over a period of four years after the
Effective Date. (GA, Schedule 4, para. 8)

To be complied

Government Network

The Government of Nepal shall develop, install, test, and
commission the Government's network, e-Government
applications, and human resource development Parts in three
years after the award of contracts. (GA, Schedule 4, para. 9)

To be complied

Voice Over Internet Protocol (VOIP) Service Provision

The Government of Nepal shall fully liberalize VOIP service on
a district-by-district basis following the spread of the wireless
broadband networks of the Project so that rural internet
service providers in concerned districts can interconnect with
telephones and cellular mobile services of the incumbent
operator to promote implementation of broadband internet
which offers multiple service integration through a single
network. (GA, Schedule 4, para. 12)

Not yet due

e-Government Operation Policies and Guidelines

The Government of Nepal shall prepare and issue the e-
Government operation policies and guidelines for the common
enterprise architecture to be developed under the Project and

Not yet due
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Covenant

Status of Compliance

to be adopted as Nepal's standards for e-Government
applications. Within 6 months after awarding the contract for
development of enterprise architecture application, the e-
Government developed under the Project shall be followed for
further development of e-Government applications for
establishing the interoperability among Nepal's ICT systems.
(GA, Schedule 4, para. 13)

Environmental

6.

The Government of Nepal (Recipient) shall ensure that any
unexpected negative environmental impact is addressed in
accordance with ADB's environmental requirements. The
Recipient shall ensure that the construction of the data center
is carried out by taking into account the recommendations
from the IEE and by strictly following the conditions attached in
the building permit. The Recipient shall ensure that the Project
is implemented in compliance with ADB's Environment Policy
(2002), and Nepal's Environment Protection Act (1997) and
the Environment Protection Regulation (1998).

To be complied

Social

7.

Land Acquisition and Resettlement

The Government of Nepal (Recipient) shall ensure that the
equipment for wireless broadband network is co-located with
Nepal Telecom's tower facilities whenever required, and that
Telecenters are housed on the existing land of the Recipient.
In the event of (i) any unanticipated or unforeseen involuntary
resettlement; (ii) land acquisition; and (iii) resettlement
activities during Project implementation, the Recipient shall
ensure that the Project is implemented in accordance with
ADB's Involuntary Resettlement Policy (1995) and in
accordance with all applicable laws and regulations of the
Recipient). (GA, Schedule 4, para. 14)

To be complied

Labor Laws

The Government of Nepal shall ensure that all Works, system
development and installation contractors (i) comply with all
applicable labor laws of Nepal; (ii) do not employ child labor
for construction and maintenance activities; (iii) do not
differentiate wages between men and women particularly for
work of equal value; (iv) encourage employment of the local
poor who meet the job and efficiency requirements,
particularly women, dalits, indigenous/ethnic communities
and other disadvantaged groups; and (iv) provide timely
payment of wages on at least a monthly basis and safe
working conditions to all workers. All civil works contracts
shall include specific clauses on these undertakings. (GA,
Schedule 4, para. 16)

To be complied
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Covenant

Status of Compliance

Good Governance and Anticorruption

Consistent with ADB's and Nepal's commitment to good
governance, accountability and transparency, Nepal shall
ensure that the Project funds are utilized effectively and
efficiently to implement the Project and to achieve the Project
objectives. Nepal shall (i) undertake necessary measures to
create and sustain a corruption-free environment; (ii) ensure
that Nepal's Anticorruption Law and ADB's Anticorruption
Policy (1998. as amended to date), are strictly enforced and
are being complied with during Project implementation, and
that the relevant provisions of ADB's Anticorruption Policy are
included in all bidding documents for the Project; (iii) facilitate
in ADB's exercise of its right to investigate, directly or through
its agents, any alleged corrupt, fraudulent, collusive or
coercive practices relating to the Project; (iv) conduct periodic
inspections on the Project contractor's activities related to
fund withdrawals and settlements; and (v) ensure that all
contracts financed by ADB in connection with the Project
include provisions specifying the right of ADB to audit and
examine Project related records and accounts of the EA and
all contractors, suppliers, consultants, and other service
providers. Nepal shall cooperate with any audit and
investigation and extend necessary assistance, including
access to all relevant books and records, as well as
engagement of independent auditors and experts that may be
needed for satisfactory completion of such audits and
investigations. (GA, Schedule 4, para. 17)

To be complied

Financial

10.

The Government of Nepal shall (i) maintain, or cause to be
maintained, separate accounts for the Project; (ii) have such
accounts and related financial statements audited annually, in
accordance with appropriate auditing standards consistently
applied, by independent auditors whose qualifications,
experience and terms of reference are acceptable to ADB;
(iii) furnish to ADB, as soon as available but in any event not
later than 6 months after the end of each related fiscal year,
certified copies of such audited accounts and financial
statements and the report of the auditors relating thereto
(including the auditors' opinion on the use the Grant proceeds
and compliance with the financial covenants of the Grant
Agreement as well as on the use of the procedures for
imprest account/statement of expenditures), all in the English
language; and (iv) furnish to ADB such other information
concerning such accounts and financial statements and the
audit thereof as ADB shall from time to time reasonably
request. (GA, Article 1V, Section 4.02)

To be complied
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Covenant

Status of Compliance

11.

Imprest Account, Statement of Expenditures

Except as ADB may otherwise agree, the Government of
Nepal (Recipient) shall establish immediately after the
Effective Date, and imprest account at commercial bank
acceptable to ADB for Part 4. The imprest account shall be
established, managed, replenished and liquidated in
accordance with ADB's Loan Disbursement Handbook and
detailed arrangements agreed upon between the Recipient
and ADB. The currency of the imprest account shall be
Dollar. The initial amount to be deposited into imprest
account shall not exceed the lower of (i) the estimated
expenditure to be financed from the imprest account for the
first 6 months of Project implementation, or (ii) the equivalent
of 10% of the Part 4 amount.

The statement of expenditures procedure may be used for
reimbursement of eligible expenditures and to liquidate
advances provided into the imprest account, in accordance
with ADB's Loan Disbursement Handbook and detailed
arrangements agreed upon by the Recipient and ADB. (GA,
Schedule 2, para 5 [a] and [b]).

To be complied

Others

12.

As the EA, the Office of the Prime Minister and Council of
Ministers (OPMCM) shall be responsible for overall
implementation and coordination of the Project.

Within 1 month of the Effective Date, the Project
Management Unit shall be established under the EA and
shall comprise at least a Chief Project Director, a Project
Director who shall be the joint secretary from OPMCM to be
responsible for administrative aspects and another Project
Director who shall be the Executive Director of the National
Information Technology Center, to be responsible for
technical aspects, and a treasurer. The Chief Project Director
shall have overall responsibility for Project management. The
PMU shall be supported by Project management consultants
who shall provide technical inputs for appropriate supervision
of Project implementation. (GA, Schedule 4, paras 1 and 2).

Being complied

13.

Parts of the Project shall be implemented by respective
Implementing Agencies (lAs):

(i) Ministry of Information and Communications shall be the
IA for Part 1;

(i) Ministry of Environment, Science and Technology for
Part 2;

(iii) High-Level Commission for Information Technology shall
be the IA for Part 3 (i);

Being complied
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Covenant

Status of Compliance

(iv) Ministry of Home shall be the IA for Part 3 (ii);

(v) Public Service Commission shall be the |A for Part 3 (iii);
(vi) Ministry of Land Reforms and Management shall be the
IA for Part 3 (iv);

(vii) Ministry of Labor and Transport Management shall be
the IA for Part 3 (v); and

(viii) Ministry of General Administration shall be the IA for
Part 4 (GA, Schedule 4, para. 3)

14.

Within 1month of the Effective Date, the Government of
Nepal shall cause the following Project Implementation Units
(PIUs) to be established by the following Ministries below:

(i) Ministry of Environment, Science and Technology shall
designate National Information and Technology Center as
PIU for Part 2;

(i) Ministry of Land Reforms and Management shall
designate the Department of Land Reforms and
Management as a PIU for Part 3 (iv); and

(iii) Ministry of Labor and Transport Management as PIU for
Part 3 (v).

For other Parts of the Project, the respective IA shall
establish a PIU headed by a Project Manager. The PIU shall
(i) coordinate with the contractors and monitor the progress
of day-to-day management and implementation; (ii) prepare
withdrawals applications to submit tot he PMU under the EA
for endorsement; (iii) prepare monthly progress reports to
submit to the PMU under the EA; (iv) be responsible for
procurement; and (v) maintain Project accounts and prepare
the annual reports.

Within 1 month of the Effective date, the Government of
Nepal shall cause the Project Steering Committee (PSC) to
be established to provide overall supervision on Project
implementation and coordinate issues related to Project
implementation. The PSC shall be chaired by the Chief
Secretary, shall have the Chief Project Director acting as vice
Chairman and the Executive Director of National Information
and Technology Center as secretary. The PSC shall
comprise the Secretary of Ministry of Information and
Communications and Ministry of Environment, Science and
Technology in addition to the member Secretary of High-
Level Commission for Information Technology. The PSC
shall meet on a regular basis, at least twice a year, or more
as necessary. The PSC shall set the direction for overall
Project implementation, provide guidance to the PMU on
specific Project implementation issues and resolve any
controversies between PlUs. (GA, Schedule 4, paras 4, 5
and 6)

Being complied
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Covenant

Status of Compliance

15.

Fielding of Consultants

Except as ADB may otherwise agree, the Government of
Nepal shall apply quality- and cost-based selection for
selecting and engaging consulting services. (GA, Schedule
3, para.7)

To be complied




Appendix 13 57

LIST OF ADB REFERENCE MATERIALS

Project Related

1. Report and Recommendation of the President to the Board of Directors (Dec 2007)
http://www.adb.org/Documents/RRPs/NEP/38347-NEP-RRP.pdf

2. Grant Agreement

3. Minutes of Grant Negotiations

Consultants. May be downloaded from the following website:
http://www.adb.org/Consulting/documents.asp

3. Guidelines on the Use of Consultants by ADB and Its Borrowers (Feb 2007)
http://www.adb.org/Documents/Guidelines/Consulting/Guidelines-Consultants.pdf

4. Consulting Services Operations Manual (2008)
http://www.adb.org/Documents/Manuals/Consulting-Services-Operations
Manual/CSOM.pdf

Procurement. May be downloaded from the following website:
http://www.adb.org/Procurement/prequalification-bid-documents.asp

5. Guidelines on Procurement under ADB Loans (Feb 2007)
http://www.adb.org/Documents/Guidelines/Procurement/default.asp

Disbursement

6. Disbursement Letter issued by Controller's Department (Appendix 6 of the PAM)
7. Loan Disbursement Handbook (Jan 2007)
http://www.adb.org/Documents/Handbooks/Loan_Disbursement/default.asp

General — may be downloaded from the following website

http://www.adb.org/Integrity/ (Dec 2007)
http://www.adb.org/Documents/Policies/Environment/default.asp (Nov 2002)
http://www.adb.org/Documents/Policies/Involuntary Resettlement/default.asp (Aug 1995)
http://www.adb.org/Documents/Policies/Indigenous_Peoples/default.asp (Apr 1998)
http://www.adb.org/Documents/Handbooks/Borrowers Fin_Gov_Mgt Investment/borrowe
rs_financial.pdf (2006)






