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Ref No.- 2075/76 — 358 Babar Mahal, Kathmandu, Nepal

Date: January 13, 2019
INDEPENDENT AUDITOR'S REPORT

The Secretary
Ministry of Finance
Singh Durbar, Kathmandu

Report on the Financial Statements

Woe have audited the accompanying Project Financial Statements including Designated Account and Siatements
of Expenditures (SOEs) of the "Skills Development Praject” financed by ADB Grant No. 0345 NEP as at 16
July 2018 (32 Ashad 2075) 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 arc 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 from 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 1o fraud or error. In making those risk
assessments, the auditor considers internal cantrol relevant 1o 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 cxpressing 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

In our opinion, the Project Financial Statements including Statement of Designated Account, in all material
respects, give a true and fair view of the financial position of the "Skills Development Project" as of 16 July
2018 (32 Ashad 2075) and of the resulls 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
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 Grants.

J.o0epa)
(Iswar Nepal)™
Deputy Auditor General
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Council for Technical Education and Vacational Training

Skills Development Project
ADB Grant 0345-NEP

Project Financial Statement

FY 201712018 {NFY 2074/75)

Period: 16 July 2017 to 16 July 2018

Cumulative up to current year)

Note Previous Year Current Year
Sources
|GON Fund 2 108 652 316,86 79611 458 7o 385 tB1630.20
“GGN Reimbursable Fund 2 [52.465.214 92) 14 552,908 04 54 038 67532
IADB Grant a A73,914,795.26 516.134,490.83 1 485,409,751.47
Advance Account Replenishable 4 114,567,906.49 {54.512,438.,37) 67.173.360.28
Sub-Total (A} 543,069,703.69 555,816,419.29 1,991,803,447.27
dvance Account Initial Deposit 4 = - 149,625 000.00
"Exnhange Gain/Loss 4 (5,320 557 96) 7,224 917.82 12,487 621.87
Sub total (B) {5,320,557.96) 7.324,917.92 162,112,621.87
[Total [A+B) 537,749,145.73 563,141,337.20 2,153,916,019.13
Application

ICansulilng setvices 1 29,303,227.07 2547297364 150 062,156,39
"CMI works 1 71.590,050.00 3.879.702.00 155,866,783.04
"Siudies and reviews 1 16,338 .270.00 7.312,215,00 37 772.568.00
IlSIaﬁ davelopmeni 1 14 568.472.05 2,210,275.00 46,790 665.05
“\lehlcles 1 987,500.00 - 14,050 478 00
"Matan'als and Equipments 1 10,345,681.00 353.570.00 111,116 2862 38
l!u!arkei Criented Short Term Training ! 367,611 140.10 487,370.020 00 1346 419 327.41

Recurring Costs (Project Management and M&E}
1 32,325,153.47 29,217 663.65 128 72514704
Sub-Total{A) 543,069,703.69 555,816,419,29 1,991,803,447.27
“ﬂdvance Account Balance 4 (120,208,464 45) 61,0837.356.29 9453926159
Quistanding Replenishment 4 114 967.,906.4% (54,512 438 37) 67,173 360.28
Sub Total {B) {5,320,557.96) 7,324,917.92 162,412,621.87
| otal {A+B] 537,749,145.73 563,141,337.24 | 2,153,916.019.14
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{Shiva Prashad Khanal) {Mukunda Keshan Pokahrel) {Khaga Raﬁaral;u
Sr. Accouni Officer Under Secretary{Finance) Secretary
SDP Ministry of Education

(tshwari Datla Bhatta)
Project Director

Office of the Auditor

{Iswar Nepal)
Deputy Auditor Gcr‘?al
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Skills Development Project,
New Baneshwor, Kathmandu
ADB Grant No.0345 NEP

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 (i} 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-inciusive 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-ievel {diploma and technical
school leaving certificate [TSLC]) training focusing particularly on the three priority-economic
sectors (construction, 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 Ministry of Education
(MOE). These entities will receive 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 QOctober 2013.

The Grant closing date of the project is 15 January 2019. The total project cost is uUsD25.0
million. ADB will finance USD20.0 million as a Grant and GON will finance USD5.0 million.
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2. Project Management Arrangement

The executing agency is Ministry of Education (MOE). To support MOE, a TVET Sector
Development Unit (TSDU) has been established under the MOE and it coordinates with the
Project Implementation Unit (P1U) under the Council for Technical Education and Vocational
Training (CTEVT). TSDU has some implementation functions delivering elements of Qutput 3
which is under MOE.

A Project Steering Committee (PSC) has been formed, which is chaired by the Secretary of
Education. It provides technical and advisory support to TSDU and PIU for smooth
implementation of the project.

3. Fund Flow Mechanism

After the annual budget is approved by the parliament, the MOF issues authorization letter to
the Ministry of Education (MOE) and MOE releases the budget to CTEVT in each tnmester as
per approved annual program and budget breakdown. Then, CTEVT releases budget 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 salely responsible for
all payments. PIU prepares withdrawal applications and sends to ADB for reimbursement. PIU
reports to MOE, CTEVT and FCGO regarding the project financial statements.

4. Statement of Compliance

Project Financial Statements have been prepared in accordance with Audit Guide of Project
Financial Statements issued by Office of the Auditor General, Nepal in 2015; Financial
Procedural Act an Rules of GON and GON Accounting Guideline 2016 issued by FCGO

5. Basic of Accounting

The Project has maintained accounts according to the Government of Nepal, Government Accounting
standards on a cash basis of accounting and double entry accounting systems. Although, assets and
liabilities created during the financial transactions are not accounted separately but recorded in the

separate ledger.

6. Sources and Application

Project Financial Statement (Main sheet) reflects the figures as Source and Application. GON fund,
GON reimbursable fund, Donor's grant, and Advance account replenishable amount are the main
sources of the project. Category wise total expenditure are shown in the Application. GON expenditure

heads are grouped in the respective donor's category as per Note-1.
7. Previous Year and Cumulative up to the current FY

The Project Financial Statement shows previous year column to show only the comparison
between current year and previous year's data.

Similarly, Cumulative up to the current FY is shown for cumulative purpose by adding
cumulative up to previous year and current year's data.
qeioPme,
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8. Advances

Advances are treated as expenditure. There is NRs. 20,696,760.00 unseitled advances amount
as at 16 July 2018.

8, Foreign Currency Transactions

An Advance Account (US$) is established at Nepal Rastra Bank, Banking Office, Thapathali,
Kathmandu. The Advance Account is operated by PIU as authorized by MOF. PIU submits
Withdrawal Applications to ADB for replenishment/liquidation. Advance Account is used for
payments to contractors/consultants/TTPs as per eligible expenditures and it is also used to
transfer the amount to the GON central account for reimbursement purpose.

10. Budget VS Expenditure of FY 2017/18

Source-wise

Description GON ADB Grant Total NRs
Allocation 101,681,000.00 525 972,000.00 627.653,000.00
Released 101,334,283.08 478,501,973.50 579,836,256.58

Expenditure

79,514,458.79

476,116,640.50

555,631,099.29

% of expenditure
over budget

78.20%

90.52%

88.53%

allocation

11. Reporting Currency

The reporting currency is in Nepalese Rupees - NRs. (currency of Nepal). Amount financed
under ADB grant (in USD) is separately reported in Note-3 of the Project Financial Statements.

12. Recognition of Project Expenditure Value Date

Actual date of financial transaction (check issue date) is considered as value date for the
expenditure done by the project in Nepalese Currency. Similarly, expenditure made from
Advance Account (USD), amount transferred date as per Nepal Rastra Bank's statement is

considered. For direct payment, donor's value date is considered.

13. Exchange Rate Applicable

Buying rate (exchange rate) as per Nepal Rastra Bank is applied for the unspent balance (USD)
in the advance account at the end date of FY to convert it in Nepalese rupees.

14. Nepalese Fiscal Year

FY2017/18 started from 16 July 2017 and ended on 16 July 2018. The figures mentioned in this Project

Financial Statement are within this reporting period.




15. Intended Purpose
The Grant has been used exclusively for the intended purpose of the project.
16. Date of Authorization

These financial statements have been authorized for issue by the Skills Development Project,
Kathmandu on 09 December 2018.

il o

Shiva Prashad Khanal Ishwari Datta Bhatta

Senior Account Officer Project Director
oe‘Je QP
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Note: 1

Skilis Development Project
ADB Grant 0345-NEP

The project has mainlained accounts as per the GON accounling sysiem, that is an cash basis. All disbursemenis

meduding advances are lrealed as expendilures. The project accounls has been compiled fram GON accounting reconds.

S.N B'l:dgel Budget Exp. HeadiCategory Previous Year Current Year Cumulative up to
em current year
1 Consulting services- 3101
22411 |Consulting Services 29,303,227.07 25472 97164 150 062 156.39
Sub Total 218,301,227.07 25,472,573.64 450,062,156.29
2 Clvil Works-3201
29221'|Bullding 71.,590,050.00 3,679,702.00 156,866,783 00
I Sub Total 71,580,050.00 1,879,702.00 156,866,783.00
3 Studies and Reviews-3401
22522|Program Expenses 16,338,270.00 7.312.21500 37.772.568.00
Sub Total 16,338,270.00 7,312,215,00 37.772,568.00
4 Staff Davelopment -3501
22511|Training 14,558 472,05 2210.275.00 38 662,670 05
22522|Program Expenses - 8127995 00
Sub-Total 14.5608,472.05 2,210,275.00 46,790,665.05
5 Vehicies - 3501
28411 |Vehicles and motemcycies 987 500.00 - 14 05 478 03
Sub Tatal 987,500.00 - 14,050,478.00
6 Marerials and Equipments- 3602
28511 |Equipments 9.964,945.00 35357000 90.022,222.73
29311 |Fumilure 360,946.00 - 21,094,069.65
Sub-Total 10,345,091.00 351,570,00 111,116,292.38
7 Market oriented Short Term Trafning - 3801
22512|5xills Development & awateness 367,611,140.10 487370 020 00 1,346 419 32T 41
Sub-Total 367,611,140.10 487,370,020.00 1.346,419,327.41
8 Recurring Costs-Project Management and M&E -3%01

21111 |Salary 12,287,224.01 12,201,565.17 45 689, 19545
21113]Allowance 336,000.00 511,000.00 1,443 829 60
21119]0ther Allowance 1.473,000.00 858.,050.00 5,661,988 00
22111 |Water and Eleciricity 241,946.00 590,747.80 1,633,060.31
221 12)Communicalion charge 244,745.00 295 765 00 1,628,073.00
22121|Rent 1,558.734.00 1,571,220.00 4.550,954.00
22211|Fue! and other Fuel 927 069 .00 844 916,49 4744 21199
22212|Repair and Mainlgnance 1.490 906.94 1,331,655.09 6,325.801,93
22213 |Insurance 239.161.00 253,937.00 782 56500
22311|Office expenses 2.347.020.50 2,166,162.00 13,136,722 95
22314 |Fuel {or olhers - - 182,778 00
22412|0ther Service 1,375 9132.00 1.222.189,00 5,288,568 00
22611 |M&E expenses 8.096,819.00 6,231,206.00 31,035,378.00
22612|Travelling Cost - - 106.820.00
22711 |Miscellaneous Expenses 1,715,515.00 1,038 250.10 6,503,201 .4t
Sub-Total 32,334,183.47 29,217 ,663.65 126,725,147.04

Grand Total 543,078,703,69 555,816.419.29 1,999,801,417.27

el

[Shiva Prashad Khanal)
Sr Account Officer
SDP

{ishwari Datta Bhatta)

Project Director

SDp




Skills Development Project

ADB Grant 0345-NEP

Statement of GON Fund & GON Reimbursable Fund

Note-2

Particulars

Previous Year

Current Year

Cumulative up lo

Current year

(A} Budget Release

GON Fund

133 529,324 86

101 431.283 08

460 344 699.83

GON Reimbursable Fund

446309 120.68

472,447 525.40

171363404603

Sub-total (A)

579,838,445.54

573,878,608.48

2,173,978,745.88

{B) Less

Unspent balance GON fund

26,877.008 .00

21.819.824.29

7515124207

Unspent balance ADB Reimbursable Fund

19,204 066.55

2385 333.00

164 801934

FReimbursemenl from ADB

479 570 369.05

455,479,284, 36

1,494 805,263 36

Sub-total (B)

§25,651,443.60

479,684,441.65

1,734,758,440.34

Total Fund {A-B)

54,187,001.24

94,194,366.83

4239,220,305.52

GON Fund 106 652,316 86 7961145879 385.193 457 76
Less: Source changed from GON o ADB 11 B27.56
Total GON Fund {A) 106,652,216.86 79,611,458.79 385,181,630.20
GON Reimbursable fund (52,465 314.92) 14,582,908.04 54,026 847.76
Add: Source changed from GON {o ADB - - 11,827 56

Total GON Reimbursable fund (B)

{52,465,314.92)

14,582,908.04

54,038,675.32

Tolal Fund {A+B)

54,187,001.94

94,194,366.83

439,220,305.52

%‘A < el
(Shiva Prashad Khanal}

Sr. Account Officer
SDP SOP

(Ishwari Datta Bhatta)
Project Director

erpmen
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Skills Development Project

ADB Grant 0350-NEP

Memorandum of Advance Account
Advance Account No: 1204642/001.004.840 {Nepal Rastra Bank, Thapathali Kathmandu)

Note-4
Note Description Equivalent NRs. Amount in USD
Balance ofAdvance AJC as al 16 July 2018 as per bank sfatement
a [|{Exchange rate USD 1 = NRS 109,34 ) 94,938,261.59 868,293.96
b |Outstanding Replenishable as at 16 July 2017
Fund Transfer to GON Central Account 116,984,128.34 1.132,250 56
Payment made from Advance account 4,701,670.31 451934 30
Sub-total 121,685,798.65 1,178,184.86
¢ |Disbursement During 2017/18
Fund Transfer to GON Central Account 284 615618.07 2 699,897 34
Payment made from Advance account 6,142,768.10 59,592.24
Sub-total 290,758,366.17 2,759,489.58
d  |Replenishment During 2017/18
Fund Transfer to GON Central Account 345,270,824 54 3 305,968 40
Payment made from Advance account -
Sub-total 345,270,824,54 3,305,968.40
e Hquuidaliun During 2017118
Fund Transfer to GON Central Account -
Payment made from Advance account - -
Sub-total -
I |Outstanding Replenishment as at 16 July 2018 (b+c-d-e)
Fund Transfer to GON Central Account 56.328 921.87 526.179.50
Payment made from Advance account 10,844 ,438.41 105,526 54
Sub-total 67,173,360.28 631,706.04
] Exchange gain/loss (a+f)-h= Gain 12,487 621.87
Sub-total 12,487,621.87
Advance Account Initial Deposit (5 Feb 2014) Exchange Rale
h USD 1= NRs 99.75 149,625,000.00 1,500,000.00
{Shiva Prashad Khanal) {Ishwari Datt;_._.Bﬁaiia)
Sr. Account Officer Proje%‘arr
SDP SEDP %
0 o
=1 =
N £ EFJ.E
IS
@
&




Skills Development Project
ADB Grant 0345-NEP

Reconciliation Statement of Reimbursable Fund
FY 2017/2018 (2074/75)

" As per Project Financial]|
S.N. Particulars As per FCGO Record Statement
1|Reimbursable amount upto FY 2017/18 75,628,074.87 54 038.675.32
Less. unspent balance of FY 2016/017 19.204 066.55 -
Less. unspent balance of FY 2017/18 2.385333.00
Total 54,038,675.32 54,038,675.32

7 /%(

7

(Shiva Prashad Khanal} (Ishwari Datta Bhatta)
Sr. Account Officer Project Direclor
sSDpP
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S¥TLL, DEVE. PROJECT

ETATEMENT oF hCCOURT
AS AT 13.04.75

CURRENT ACCOUNT

NUMBER 1204642/001.004.540

KHA 5 SPECIAL GRANT ACCOUNT

n UNITED STATES DOLLARS

DATE DESCRIPTION

OPENING BALAMNCE PER 01.04.74

1 JEANT 0345 NEP CONTR-13034

TRANSFER ACCOUNT TO ACCOUNT EVEREST
TRANSFER ACCOUNT TG ACCOUNT

DERITED AS PER LETTER PA SA.074/75,
REF: GRANT Q145-KEP CONTR I13034

PR OSA 0747075, Cih RO.376

PR.Sh 074075, CHA.NO. 422 DATED AS
RE# GRANT D345-NEP TONTR 113034

AS PER LETTER PA_Sh.0T75/76,CH .10 14
SWIFT CHAKGE USD 1:.0C
PhSAL 0757076, CHA NO.

20 DTD 207%

HALANCE 1IN YOUR FAVOUR

L] -
i
VALUE DATE DEBRIT
1]
1.
230674 \
170774 S63,33 0
170774 55.428,91
b
201174 1.281.057,58
261274
240375 B6Y.637, C
240275 549.181, 96
060375
100475 72,715,313
100475 15, ¢0
"30475 507,457, 64
L]
~ : i

20F5 Y- 1Y

SKILL DEVELDPMENT
KESHAR MAHAL XATHMANDD

HEPAL

ISSPED ON

CREDIT

321.8158,14

1:178

187, B4

294,105,539

PROJECT

14,04,75

PAGE

BALAMNCE

o ha

LS00,
495,
&30
159.
L4231
EST.

5GB .
195,
155
294,

030,00
436,67

407,76

350,18

.173.28

515,46

.333.5%%
253,96
SHE,A1
C£3.63
105, 9%

RE®

-

VPRV LR I
D -000025040192
100 000DOQ72136
10G-0000362276y
100 JOGO3TQA6%4
100 GOG03I20HR
100-00003/6324%4
I0N-G0002Y1T09Y
109 Q000G EAEZA
109 Q0G0G3Ian2a
100 -d0CC38: /559




