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ref No- O] [F2-20K
Date: January 13, 2015
INDEPENDENT AUDITOR'S REPORT

The Secretary
Ministry of Finance
Singh Durbar, Kathmandu

Report on the Financial Statements

We have audited the accompanying Project Financial Statements including Imprest Account and Statements of
Expenditures SOEs of the nSkills Development Project" financed by ADB Grant No. 0345-NEP (SF) as at 16 July 2014
(32 Ashad, 2071) and for the year then ended and a summary of accounting policies and other explanatory notes.

Management's Responsibility for Financial Statements
Management is responsible for the preparation and fair presentation of the Financial Statements in accordance with the

Government of Nepal (GON) accounting policies and relevant practices. This responsibility includes: designing,

implementing and maintaining internal control relevant to preparation and fair presentation of project financial statements
that are free from material misstatement, whether due to fraud and error.

Auditor's Responsibility

Our responsibility is to express an opinion on these Project Financial Statements based on our audit.We conducted our
audit in accordance with the INTOSAI (International Organisation of Supreme Audit Institutions) Fundamental Auditing
Principles. Those Principles require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

Management letter highlighting areas for improving financial management including compliance with financial covenant
is aftached herewith.

In our opinion, the Project Financial Statements including Statement of Imprest Account, in all material respects, give a
true and fair view of the financial position of the "Skills Development Project" as of 16 July 2014 (32 Ashad, 2071), and
of the results of its operations and its cash flows for the year then ended in accordance with GON accounting policies. We
also report that funds provided under ADB Grant no 0345-NEP (SF) have been utilized for intended purposes.

In addition, with respect to SOEs, a) adequate supporting documentation has been maintained to support claims to donors
for reimbursement of expenditures incurred; and b) expenditures are eligible for financing under the above mentioned
Loan/Grants.

Sukdev Khatry)
Deputy Auditor General
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Period: 16 July 2013 to 16 Julyiaane”

Notes No. Previous Yeal Current Year Cumulative up 10 current year
Sources
GON Fund 2 - 15,280,407.64 15,280,407.64
GON Reimbursable Fund 2 - 19,998,587.37 19,998,587.37
ADB Grant 3 - 15,774,147.84 15,774,147.84
Imprest Account Replenishable 4 - 7,312,256.29 7,312,256.29
Sub-Total (A) - 58,365,399.14 58,365,399.14
Imprest Account initial Deposit ’/i s 149.62&90—0_.9_0‘ 149.62_5;020.00
“;cha_n—g;—aainn_—o;: S e S B (5,876,851.35) T (6,876851.39)
“s—ub total (B) - 143,748,148.65 443,748,148.65
Total (A+B) - 202,113,547.79 202,113,547.79
Application
Consulting services 1 - 15,362,337.76 15,362,337.76
Civil works 1 - - -
Studies and reviews 1 - - -
Staff development 1 - 2,920,254.00 2,920,254.00
Vehicles 1 - 7,598,560.00 7,598,560.00
Materials and Equipments 1 - 6,465,161.00 6,465,161.00
Market oriented short term training 1 - 10,581,726.31 10,581,726.31
Recu;’fing Costs (Project Management and 1 B 15,437,360.07 15,437,360.07
Sub-Total(A) - 58,365,399.14 58,365,399.14
imprest Account Balance 136,435,892.36 136,435,892.36
Outstanding Replenishment 7.312,256.29 7.312,256.29
Sub Total (B) - 443,748,148.65 143,748,148.65
Total (A+B) - 202,113,547.79 202,1 13,541.19

Ram Babu Aghikary

Q&‘ ......

(Diwat Kumar Shrestha)

[ onet

(Biswa Prakash Pandit)
sr. Account Officer Project Coordinator Secretary
SDP SDP Ministry of Education

- (Shankar Prasad Adhikari)

- Financial Comptrolier General

"Deputy Auditor General

Financial Comptrolier General Office Office of the Auditor General

) -,a;@\
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Notes to the Project financial statements—Accounting policies and explanatory

notes

1. Project Background:

The project will support the Government of Nepal develop a market-responsive and
social- and gender-responsive technical vocational education and training (TVET) system
by expanding the number of basic- and mid-level, market-oriented training
opportunities, increasing the quality relevance and efficiency of TEVT provision,
improving coordination and regulation of the TVET sector, and improving the capacity
for effective project management and monitoring and evaluation. A key priority of the
project is to match the skills being learned by TVET trainees with the needs of both the
domestic and international labor markets.

The expected impact of the project is increased employability of the Nepalese
workforce. The performance targets are (i) a decline in labor underutilization rate from
30.0% (2008, female 22.8% and male 32.2%) to 25.0% (2020), and (ii) a decline in youth
unemployment from 3.6% (2008, female 3.1% and male 4.2%) to 2.4% (2020). The
projects expected outcome is that a market-responsive and social and gender-inclusive
TVET system will be established. The outcome achievement will be measured by
graduates’ employment rate (at least 75% six months after training) and employer

satisfaction (70%).

The project focus on basic-level (of three-month duration) and mid-level (diploma and
technical school leaving certificate [TSLC]) training focusing particularly on the three
priority-economic sectors (constructidn, services, and manufacturing). These sectors
were chosen following interviews with a range of representatives of industry
organizations, which was further confirmed by a labor market assessment conducted in
November to December 2012. The assessment surveyed a sample of 306 small,
medium, and large employers in 9 industrial hubs across Nepal.

The project works with ten selected public institutions, a number of private training
providers, the Council for Technical Education & Vocational Training (CTEVT), the
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Ministry of Education (MOE). These entitieg%fiwrﬁf&iw a range of assistance under the
project including: improved alignment with the labor market, expansion of training
service provision, quality improvement, new curricula, training for instructors, and
management of an organizational change process. The project will also involve various
stakeholders to ensure effective achievement of the intended outcomes and outputs.
The selection of skill areas will take account of the priority economic sectors and the
trades which have been identified as being in particularly short supply.

The project will deliver four outputs: (i) expanded provision of inclusive market-oriented
training, (i) improved quality and relevance of TEVT provision, (iii) policy, institutional
and operational reforms, and (iv) effective project management and monitoring and

evaluation.

The Grant Agreement was signed on 12 July 2013 and was made effective on 24 October
2013. The expected completion date of the project is 15 June 2019. The total project
cost is US$ 25 million. The ADB grant will finance 80% of the project cost, including the
base cost, physical, and price contingencies. The government has committed to provide
domestic counterpart funds to finance the rest of the project cost.

Summary of project data is as shown below :

2. Project Management Arrangement

The executing agency will be the Ministry of Education (MOE). To support the MOE, a
TVET Sector Development Unit (TSDU) will be established under the MOE and will
coordinate with the Project Implementation Unit (PIV) to be established under the
Council for Technical Education and Vocational Training (CTEVT). TSDU will have some
implementation functions delivering elements of Output 3 which involve the MOE. TSDU
and PIU will be given project management and technical advisory support and the
project will be steered by a Project Steering Committee (PSC) chaired by the Secretary of

Education.

3. Statement of Compliance

GON has consistently provided the counterpart funds and allocated necessary
amount of annual budgets to the project in accordance with the provision of grant

g ot
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covenant. Imprest fund provided by ADB has contributed to project implementation
by providing easier access to funds as and when required. Imprest fund is managed
in accordance with ADB's Loan/Grant Disbursement Handbook and as per the
provision specified in the grant covenant.

Project Financial Statements have been prepared in accordance within the
Government Auditing Standards Part 3, Audit Guideline - Project Financial
Statements, issued by the office of the Auditor General, Nepal in October 2005.

4. Significant Accounting Policies
4.1. Basic of Accounting
The project has maintained accounts according to the Government of Nepal

Accounting policies on a cash basis of accounting and double entry accounting
systems.
4.2. Fund Flow mechanism

After the annual budget is approved by the parliament, the MOF will issue
authorization letter to the Ministry of Education {(MOE) and MOE releases the budget
to CTEVT in each trimester as per approved annual program and budget breakdown.
Then, CTEVT issues cheque to PIU to spend the annual budget as per approved
annual program. GON Fund and GON reimbursable fund is received from the GON
through this fund flow mechanism. PIU is solely responsible for all payments. PIU
prepare withdrawal applications and sends to ADB for reimbursement. PIU reports
to MOE, CTEVT and FCGO regarding the project financial statements.

4.3. Advances and other receivables
Advances are treated as expenditure. There is no unspent advances amount as at

July 16, 2014.
4.4 Foreign currency transactions

An Imprest Account (USS) is established at Nepal Rastra Bank, Banking Office,
Thapathali, Kathmandu. The Imprest Account is operated by PiU as authorized by
MOE. PIU submits Withdrawal Applications to ADB for replenishment. Imprest
Account is used for payments to contractors/consultants/TTPs as per eligible
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for reimbursement purpose.

5. Fund Received from the Government

5.1

5
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expenditures and it is also used to trapeedyh
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Q’b
e amount to the GON central account

Budget at a glance
Description of Source-wise Budget
Budget GoN ADB Grant Total
Allocation 17,354,000.00 118,557,000.00 135,911,000.00
Released 17,354,000.00 118,557,000.00 135,911,000.00
Expenditure 15,292,235.20 43,073,163.94 58,365,399.14
% of expenditure
36.33 42.94

over budget

allocation

88.11

Intended purpose

The Grant has been used exclusively for the intended purpose of the project.

DATE OF AUTHORIZATION

These financial statements have been authorized for issue by th

Development Project, Kathmandu on 24 December 2014.

Ram Babu Adhikary
senior Account Officer

e Skills

Diwat Kumar Shrestha
Project Director
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Notes to Account: 1

The project has maintained accounts as per the GON gg?goun
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.ﬁat is on cash basis. All disbursements

treated as expenditures. The projact’ @s‘ﬁh}peen compiled from GON accounting records.
“Mmandu, Cumulative up to

S.N Budget ltem Budget Exp. Head/Category Previous Year Current Year
current year
1 Consuiting services- 3101
29711|Consulting Services - 15,362,337.76 15,362,337.76
Sub Total - 15,362,337.76 15,362,337.76
2 Civil Works-3201
Sub Total - 5 -
3 Studies and Reviews-3401
Sub Total - - -
4 Staff Development -3501
22541|Training 1,625,071.00 1,625,071.00
22522|Program Expenses 1,295,183.00 1,295,183.00
Sub-Total - 2,920,254.00 2,920,254.00
5 Vehicles - 3601
29411|Venhicles and motercycles 7.598,560.00 7,598,560.00
Sub Total 7,598,560.00 7,598,560.00
6 Materials and Equipments- 3602
29511|Equipments 3,914,014.00 3,914,014.00
29311 |Furniture 2,551,147.00 2,551,147.00
Sub-Total 6,465,161.00 6,465,161.00
7 Market orlented Short Term Training - 3801
22522|Program expenses 10,581,726.31 10,581,726.31
Sub-Total 10,581,726.31 10,581,726.31
8 Recurring Costs-Project Management and M&E -3901
21111|Salary 4,920,223.87 4,920,223.87
21119|Aliowance 159,723.00 159,723.00
22411 |Water and Electricity 173,321.51 173,321.51
22112 Communication charge 370,273.00 370,273.00
22311|Office expenses 2,645,560.69 2,645,560.69
22212|Repair and Maintenance 1,199,700.00 1,199,700.00
22211|Fuel and other Fuel 848,277.00 848,277.00
22213|Insurance 39,700.00 39,700.00
22314|Fuel for others 84,482.00 84,482.00
22412|Other Service 584,268.00 584,268.00
22611 |M&E expenses 3,453,952.00 3,453,952.00
22612| Travelling Cost 106,820.00 106,820.00
22711 |Miscellaneous Expenses 851,059.00 851,059.00
Sub-Total - 15,437,360.07 15,437,360.07
Grand Total 58,365,399.14 58,365,399.14

{(Ram Babu Adhikary)
Sr. Account Officer
SDP

(Diwat Kumar Shrestha)

Project Coordinator
SDP
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Notes to Account-2
" Cumulative up to Current
Previous Year Current Year year
Particulars
- (A) Budget Release

GON Fund - 17,354,000.00 17,354,000.00
GON Reimbursable Fund - 114,177,000.00 111,477,000.00
Sub-total (A) - 128,531,000.00 128,531,000.00
(B) Less:
Unspent balance GON fund - 2,061,764.80 2,061,764.80
Unspent balance GON
Reimbursable Fund - 75,416,092.35 75,416,092.35
Reimbursement from ADB - 15,774,147.84 15,774,147.84
Sub-total (B) - 93,252,004.99 93,252,004.99
Total Fund (A-B) - 35,278,995.01 35,278,995.01
GON Fund - 15,292,235.20 15,292,235.20
Less: Source changed from - 11,827.56 11,827.56
Total GON Fund (A) - 15,280,407.64 15,280,407.64
GON Reimbursable fund - 19,986,759.81 19,986,759.81
Add: Source changed from
GON to ADB - 11,827.56 11,827.56

) Total GON Reimbursable
fund (B) - 19,998,587.37 19,998,587.37

) Total Fund (A+B) - 35,278,995.01 35,278,995.01

(Ram Babu Adhikary) {DIW; at Kumar Shrestha)
Sr. Account Officer Project Coordinator
SDP

SDP
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Notes to Account No.: 3
Disburseme Previous year Current Year Cumulative up to current year
usb NRs. usb NRs. usbD NRs.
_Reimbursement | L 164 069.44| 15,7 ﬂ_ﬂ_ - __lﬁ4,’06_9_44;_ ____15_.77311_7_81
Sub-TotalI I L ____1_64 069.44 ____"_lf) 774 147 84| 164,96_9_i4______1ﬂﬂ4’7-8_£
B Repl_eqishment J D B - I I —
Sub-TotaI ‘ R R B L IS D I R o
C_D_lrectPayl__ R DU EE— - - 1 -
Sub-Total - - - - - -
isbursement - - 164,069.44 15,774,147.84 164,069.44 15,774,147.84
D.imprestAC | 1 ]
Initial Deposit 1,500,000.00 149,625,000.00 1,500,000.00 149,625,000.00
“ Grand Total| - - 1,664,069.44 165i_99,147.84 1,664,069.44 165,399,147.84

o8

(Ram Babu Adhikary) (Diwat Kumar Shrestha)
Sr. Account Officer Project Coordinator
SDP

SDP
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Memorandum of Imprest Accounte, o NP
. imprest Account No: 153446 (Nepal Rastra Bank, Thapathall Kam/ﬁ'ﬁdgg{i“@(‘
- Notes to Accounts-4
Note Description Equivalent NRs. Amount in USD
Balance of imprest AJC as at 16 July 2014 as per
a bank statement (Exchange rate USD 1 = NRS 95.90) 436,435,892.36 1,422,689.18
b Outstanding Replenlshable as at 16 July 2013
Fund Transfer to GON Central Account - -
Payment made from Imprest account - -
Sub-total -
c Disbursement During 2013114
Fund Transfer to GON Central Account - -
Payment made from Imprest account 7,312,256.29 77,310.82
Sub-total 7,312,256.29 77,310.82
d Replenishment During 2013/14
Fund Transfer to GON Central Account - -
pPayment made from Imprest account - -
Sub-total
e Liquidation
Fund Transfer to GON Central Account - -
Sub-total - -
f Outstanding Replenishment as at 16 July 2014 (b+c-d-e)
Fund Transfer to GON Central Account - -
Payment made from Imprest account 7,312,256.29 77,310.82
Sub-total 7,312,256.29 77,310.82
g Exchange gain/ioss (a+f)-h= Gain (5,876,851 .35)
Sub-total (5,876,851 .35) -
Imprest Account Initial Deposit (5 Feb 2014)
h Exchange Rate USD 1= NRs 99.75 149,625,000.00 4,500,000.00

Ram Babu Adhikary (Diwat Kumar Shrestha)
Sr. Account Officer Project Coordinator

SDP sDP
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. Reconciliation Statemen®gf Rgirfibugs gﬁlﬁF und
FY 201312014 oz tlpc®
N As per Project Financial
S.N. Particulars As per FCGO Record Statement
1|Reimbursable amount upto FY 2012/13 19,986,759.81 19,998,587.37
2|Add:
Source to be changed from GON to ADB F.Y 2013/14 11,827.56
Total 19,998,587.37 49,998,587.37

Ram babu Adhikary
. Sr. Account Officer
SDP

(Diwat Kumar Shrestha)

Project Coordinator
SDP
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accounT

MASHREC
NRB BAN
MASHREQ
NRB BAN
NRE BAN

VALUE DATE

221070
140271
170371
170371
300371
300371
3100371

oeB 1T

08.06.71 PAGE 1

I8BUED O 1

CREDIT BALAHCE

0,00
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Council for Technical gducation & Vocational Yrgz’n‘m
Skills Development Project, Keshar

Madhyapur Bhanchha Ghar

——-‘)-6& L &
Uncashed cheque as of 32 Ashad 2071 (77 e 0r,\\‘--
591000 |

105 190,821 00 |
'Kantipur TTP 4,150,000.00
nm 150,000.00
[Center for community 295,475 00
Saraswall 2,550.00
Jog Narayan 33,885 .00 |
kTotal 2,828,641.00 |
gank statement 89,686,498.15
less cheque 1n transit 4,828,641.00

Total bank balance

84,857,857.15

Released 135,911,000.00
bank balance 84,857,857.15
Total expenditure 51,053,142.85
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