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INDEPENDENT AUDITOR'S REPORT

The Secrerary
Minisiry of Finance
Singh Durbar, Kathmandu

Report on the Financial Statements

We have audited the accompanying Project Financial Statements including Designated
Account and Statements of Expenditures (SOEs) of the "Skills Development Project"
financed by ADB Grant No. 0345 NEP as at 16 July 2019 (31 Ashad 2076) and for the year
then ended and a sumtnary of accounting policies and other explanatory notes,

Management's Responsibility for Financial Statements
Management is responsible for the preparation and fair presentatio

n 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 INTOSAL (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 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 reasonabieness 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 cur audit opinion,




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

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 2019 (31 Ashad 2076) 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 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.

e

{Rammaya Kunwar)
Deputy Auditor General
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Skills Development Project
ADB Grant No.0345 NEP

Notes to the Project financial statements—Accounting policies and explanatory notes

1. Project Background:

The project will support the Govermment of Nepal develop a market-responsive and social- and
gender-responsive technical vecational 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, impreving coordination and regulation of the TVET
sector, and improving the capacity for effective project management and monitoring and
evaluation, A key prigrity of the project is to match the skills being leamed by TVET trainees
with the needs of both the domestic and international labor markets.

The expecied impact of the project is increased employability of the Nepalese workforce. The
performance targets are (i) a decline in labor underutilization rate frem 30.0% {2008, female
22 8% and male 32.2%) to 25.0% {2020}, and {jii} a decline in youth unemployment from 2.6%
(2008, female 3.1% and male 4.2%) tc 2.4% (2020). The projects expected outcome is that a
market-responsive and social and gender-inclusive TVET system will ba 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 (construction, services, and manufacturing). These sectors were chesen following
interviews with a range of representatives of industry organizaticons, which was further confirmed
by a labor market assessment gonducted in November to December 2012. The assessment
surveyed a sample of 306 small, medium, and large employers in & industrial hubs across
MNepal.

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 preject 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 enmsure effective achisvement 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-criented training,
{i} improved quality and relevance of TEVT provision, (iii} policy, institutiona! and operational
refarms, 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 Grant closing date of the project was 15 January 2019. The total project cost is USD25.0
million. ADB's financing is USD20.0 miliion as a Grant and GON's financing is USDR5.0 million.
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At the end of the project, ADB disbursed amount USD18.18 million out of 20.0 million and
USD1.82 million has been cancelled of the ADB Grant. The grant account was closed on 15
July 2019 as per ADB's letter dated 17 July 2019.

2. Projact Management Arrangement

The executing agency is Ministry of Education (MOE). To support MOE, a TVET Sector
Development Unit (TSDWU) has been established under the MOE and it coordinates with the
Project Implementation Unit {PIL) under the Council for Technical Education and Vocational

Training (CTEVT). TSDU has some implamentation functions delivering elements of Output 3
which is under MOE.

A Project Steering Committee (PSC) has been formed, which is chaired by the Secretary of
Education. 1t provides technical and advisory support to TSDU and PIU for smooth
implementation of the project.

The name of Ministry of Education {MOE) is replaced by Ministry of Education, Science and
Technology (MCEST) as an executing agency as per GON's new crganization structure,

3. Fund Flow Mechanism

After the annual budget is approved by the parliament, the MOF issues authorization letter to
the Minisiry of Education, Science and Technology (MOEST) and MOEST releases the budgst
to CTEVT in each irimester as per approved annual program and budget breakdown. Then,
CTEVT releases budget to PIU te spend the annual budget as per approved annual pregram.
GON Fund and GON reimbursable fund is received from the GON through this fund flow
mechanism. PIU is sclely responsible for all payments. PIU prepares withdrawal applications
and sends to ADB for reimbursemant, PIU reports to MOEST, CTEVT and FCGO regarding the
project financial statements.

4. Statement of Compllance

Project Financial Statements have been prepared in accerdance with Audit Guide of Project
Financial Statements issued by Office of the Auditor General, Nepal in 2015; Financial
Procedural Act an Rulgs of GON and GON Accounting Guideline 2016 issuad 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 nct 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, ADB's grant, and Advance account replenishable amount are the main
sources of the project, Gategory wise total expenditure are shown in the Application. GON expenditure
heads are grouped in the respective donor's category as per Note-1 of the Project Financial

Statements.
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7. Previous Year and Cumulative up to the ctirrent FY

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

Similarty, Cumulative up to the curent FY is shown for cumulative purpose by adding
cumulative up to previous year and current year's data.

8. Advances

Advances are treated as expenditure. There is no.unsettled advances amount as at 16 July
2(18.

9.  Foreign Currency Transactions

An Advance Account {US$) was 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 Consultants/Technical Training Providers (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 2018/19

- Source-wise
Skl GON ADB Grant Total NRs
Allccation 104,298,711.12 424,524,000.00 525,822 711.12
Relaased BB,681,197 48 357,045 581,59 445,726 759.07
Expenditure B2 422 265,38 322,728,533.71 405,151,799.07
% of expenditure
over budget 79.03% 76.56% 77.05%
allocation
11. Reporting Currency

The reporting currency is in Nepalese Rupess - 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 considerad.
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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 fo convert it in Nepalese rupees. There is no
balance in the Advance Account at the closing stage of the project.

14. Nepalese Fiscal Yaar

FY 2018/19 started from 17 .July 2018 and endsd on 16 July 2019. The project was physically closed
on 135 January 2019 and ADB's loan account was closed on 15 July 2019, ADB disbursed the amount
after the winding up period.

The figures mentioned in this Project Financial Statement are within this reporting period (17 July 2018
to 15 July 2019) to make the APFS as a final.

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

These financial statements have been authorized for issue by the Skills Development Project,
Kathmandu on & August 2019,

G - ot

Shiva Prashad Khanal Ishwari Datta Bhatta
Senior Account Officer Project Director
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{Bopihath Mainall)

Financtdl Cornptroller General
Fimancial Comptroller General Oiflce

{Ram May Kunwll‘}
Deputy Auditor General
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MNordn: 1

Skills Development Project

ADB

Girant 0345-MEP

The project has maintaired zceounts ae par the GON acrunting system, that is on cash basls. All dishirsemants

inciuding echvancas are eated s sxpendiures. The project accounts has bean caripiled frym G0N eoooumniing reconds,
f— —_————————————  ___________  —— —— —

—
SM Em“ Budget Exp. HeadCabtogory Previocus Year Current Yaar ct:,“‘:w,ﬁ:o c"::::::;Tl
1 Consuiting sarvicas- 3707
22411) Conguiting Services 25,472 673 B4 41,057, 740,50 150,062, 15638 161,710 897 78
Sul; Total 2647291584 41,557, TAD. 5% 150,082, 156.19 191,718.887.28
2 |Civil Warks-3204
20221|Bullding 3,678, T02.00 - 156 ABE 7R3.00 158,868, 783.00
Sub Total 3,670, 702.00 - 156,868, 783.00 156,888, TA%.00
il |Studian ond Reviews-3401
" 22522|Program Expenses 7,312,216 00 4,752,752 00 37,772,568.00 42,525.320.00
Sub Total T HE216.00 4,782, 732.00 AT 772 588.00 42,525 22004
4 ST Dovelopmant -3501
22511 | Trainireg 2,210,275 00 13,528, 115.00 A5 B2 BT0.05 52,100,785.05
22622 |Pragram Expanses - - 5,127 ,905.00 8,127 925,00
Sub-Tatal 2. 210,276.00 13,526,145.00 45, 60, 686,056 60,318, TH0.05
5 Vahigios - 3801
29471 |verhieles and molercycles - 2.578,000.00 14,050,478.00 23928 478,00
Sub Total - ,678,000.00 14,D50,47E.00 23,928 479,00
§ Waterinis and Edjiripmenis- 3802
23511 |qu.lpmnls A53 57000 £0,180,850,00 80,022,222.73 150,203,072.73
29311 [Famtura - B.56S 455,00 21,084 BB B5 0,750,524 65
Sub-Total $53,570.00 63,146, 305,00 111,415,292.38 150,862 687 38
7 Market crfanted Short Term Training - 2407
22512 | Bkills Dewalopmant & aworenass 487 270,020,080 248,633 015.00 1,348,418 327,41 1.554,852 346 41
Sub-Total d87 370,020.00 248,533, M 8.00 1,346 419,327.41 1,504,552 346,41
§  |Recurring Costs-Profect Management and MAE -3907
211111 Salary 12,201,565.17 B 315, 79570 45,680, 196 45 52 B0, 081 15
21113| ABowancn 511,000,000 254, 000,00 1,443, 826 00 1,859 829.00
21119] Othver Allpwance BEE,050.00 402,000.00 5,651, 98800 8,063, 08600
22111 | Watar and Elecinclty SE0, 747 B0 200,402 00 1,632,060.3 1,833 4582 11
22112| Commuricalion charge X85 TES.00 156,335.00 1,628,073.00 1, TH5,400.
22121 | Rent 1.671,220.00 1,178 415.00 4,559,954 00 5,738, 35800
1| 22211 |Fued and olhar Fueal B 316 48 Bd2 71249 4,744,211 99 N A86 024,47
22212 | Repalr and Mawmtanance 1,331,855.08 S0 298 00 5,325,801 83 5,530 034 63
22213 Iruranca 253 937 o0 224 851 0 78256500 1,007 418 00
22311 [0l enpenseds 2485 162,00 1,128,002 00 13,138,722 .65 14,267 624 05
28314 Fuel far odhars - - 18277800 182,774,040
2412|Cher Servica 1,222 18900 1,523 B18.00 5,288,508 00 5812 38T O
22811 |MAE epengag 8, 231,208.00 2,980,759 00 21,035 ArA a0 34,016,137 00
226812 | Travalling Cost - - 108,820.00 106 820 00
22711 [Miscellareous Expenzes 1,088,250,10 781,578.00 5,503,201 41 7204 779 41
Sub-Total 25,217 553.65 16,955 967,18 128, 725,147 04 14568 01422
Grand Total 555016, 415,20 406161, 70007 1,991 BO3 M T.2T 2,356 865,216,324

The profect was physically cloted on 15 Jan 2019 and the project nade sxpendiers after this date fram the SON fund in project admindstadion casts oty for financlal closing of thr

project.

[Shiva Prashad Khanal)
ir. Account Officer

|'l'ntal relense [GON fund

and reim) 430,429,197 48
ID TECk paymednt 15,207 541.50
Im total 445,726, T58.07
Il.us:i unzpent a0, 57, S60. 00
|rr.~u| BXp, 3,151, 7194 07

{Ishuwer! ity Bhattal
Froject Director




Skills Development Project
ADH Grant 0345-NEF
Statement of GOM Fund & GON Reimbursable Fund

MNote-2 — e

Parliculars Previqus Yaar Curent Yaar Curnistive wp 1o previous year : E‘:"?;:?::'“

| tA] Budget Relesse
QDN Fund 101,431, 283.08 38,881 167 48 450,344 685 853 549,025, 88721 ||
G0N Ralmbursable Fund 472 447 525.4d] 341, 748, 00000 1,713,634 046 03 2,055,362 046 013
Sub-totn] [A) 573,878,608 48 430,429,197.48 173,979, 745.55 2,604, 407,942, 34

| (B) Laas: Il
Unspant palance GON fund 21,819,624 28 426893212 75151, 24207 81 410174,19
Urepaet batanca ADEB Reimbureatla Fund 2,385.333.00 34 916, 027 .88 164,801, 5324 81 199117 06278
Reimbursamert from ADE 455,470,284, 35 AR ATD.BAT 44 1,454 B0G 263,36 1,856,275, 910080 |y
Sub-igtal {B] 475,884 441,65 402,045 807 44 1,734,758 44034 2,136,.804,047. 76
Total Fund [A-8) 54,1534, 365.82 26,383,590.04 43%,220,306.52 AGT 603 B35 56
G0N Fund 79611 45379 B2 422 265 26 385,193, 457. TR 487 B15,723.12
Lass: source chenged fram GOM (o ADE {11,827.58) [11,827 55}“
Total GON Fund (&) T8,611,458.79 £2,422 285,16 385.181.630.20 457 603,885 56
GON Rambursable fund 14 582 908.04 {64,038,675.22) W, 028 84T TE {1 'I.B'I?.SEJI

| A source changed from GOM to ADB 11,827 .56 11,827 5B "
Total GOM Relmbursable fund (B) 14,562,508.04 (54,038,675.32) 54,008,575.32 (0 uo:l
Total Fund (A+B) J_ 94,194, 366.53 28,363,590.04 439,220, 30552 46T 803, 806,56

Reimbursement received at FCGO

WA Mo Arnaunt Nrs
QO0AS 54 534 ,684.55
QG036 117,627, 364.08
00037 98,362 456 B8
Qoo3a HE.4654.880.77
Qo4 31,581,260.648
Sub total 351,470,547 .44

@ ik

[(Shiva Prashed Khanal)

S Aceount Cificar

S0P

St

(Ishwari Tialia Ehatta)
Project Director
S0P
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Council for Technical Education and Yocational Training
Skills Development Project

ADE Grant

EP

Memorandum of Advance Account
Advance Account No: 12046420001 004,840 (Mepal Rasira Bank, Thapathali Kathmandu)

Hota-d
Mesln Dw?prﬂm — = mﬁs Amount in LISD'_II
Baiance of Advance A &9 BT 15 July 2019 as per Gank siatanent N “
a [(Exchange rete LSO 1 = MRS ) . .
b |Outstanding Replenighable as al 16 July 2018
Fund Transfer to SOM Contral Accounl 56328 921.87 S35, 179.50
Paymart made from Advanos account 10,844 438 41 105, 526,54
Sub-total €7,473,360.28 831,706.04
il
¢ |Disbursemant During 204 6/19
Fund Transfer lo GON Cenitral Acoount 329.6¢9,386.76 2,020,325 53
FPaymant made from Advanca astount 15,259,211.64 137.E21.01
Eub-total| 345,158,554.40 3,065, 946,54
d |Replentshmen During 201813
Fund Transfer ta GOMN Central Accounl 244, 464.474.04 2,188,652, 58
Payment mads from Advance asczant - -
“ Sub-tetal 244,404 476.04 2,190,552 58
& |Lkquidation Curing 201819 Ih
Fund Trangfar to GON Ceniral Acsount 167 857 480,64 1,500,000.00
Paymenl mads from Advance accourt - -
Bub-total 157,897 480,64 1,500, 000,00
f |Outstanding Replenlshment as at FY 201819 (b+c-d-4)
Fund Transfer to GON Cartral Accoumt {265,143,650,05) (243,147 55
Paymerit rmade from Advance acoaunt 25,143 650.05 243 147,55
Sub-tetal 0.0 -
g | Exchange gainfloss (a+-he Gain Q.00
Sub-ntal .00 -
.:\fvannn Account Injtial Deposit (5 Feh 2014) Exchange Rate USD 149 £25,000.00 1,500,000.00 |
=MNRy 93,75
Less Liquldation fram WA #37 A8 357 047,77 B85 784 54
b | L5 Liguidation from WAS 38 57 614,759.01 7758157
Less: Liguidalion from YW #38 3,651 555,98 36,504, 08
Lues: Boank commisslan change from comespondant Bank 1.497.25 1501
|| Total inktial deposit at tha end of the prajact . 0.0} 0.00

17T

{Shiva Preshad Khanal)
Sr. Account OMcar
S0P

S

{lshwean Datta Bhatta)
Project Diractar
SOF



Council for Technical Education and Vocational Training

Skills Developmant Project
ADB Grant 0345-NEP

Reconciliation Statement of Reimbursable Fund
FY 20752076 (201872019

= == = = —

=— =
" Ax por Projact Flnanclal
FM, Parficulars As per FCGO Record Statemant

Reimbursatide amount uplo FY 2!:!1'&"19

-

|Less: unspent hance of FY 201809

Total -
(Shiva Praghad Khanal} (latmwari Datta Bhatte)
Er. Accaunt Cifficsr Project Directkr
sop SDP
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fj.\.L)-]f; NEPAL RESIDENT MISSION

it 9K 1G034807149
17 July 2018

Mr. Shreekrishina Nepal

Joint Becratary and Chief

International Economic Cooperation Coordination Division
Ministry of Finance

Singha Durbar, Kathmandu

Dear Mr. Nepal’

Subject:  Grant 0345: Skiils Davelopment Project
— Closure of Grant Account

Wea would like to inform you that a total of $18,977,833.20 out of the grant amount of
$20,600,000.00 was disbursed for the above mentloned project and the remaining balance of
$1.822,368 80 is cancelled. The gram account i clogsed as of 15 July 2019,

Yours singerely,

~

Mukhtor Khamudkhahov
Country Director £

cc:  Mr. Khaga Raj Baral, Secretary, MOEST
Mr. Pushpa Raman Wagle, Membsr Secretary, CTEVT
Mr. Balkuniths Prasad Aryal, Joint Secretary, MOEST
Mr. Ishwari Datta Bhatta, Project Director, SDP
Mr. Dhruba Raj Regmi, Under Secretary, MOEST
Mr. Tek Bahadur Khatri, Undar Secretary, MOF
Mr. Chruba Marahatta, Account Officer, SDP

ASIAN DEVELOPMENT BANK

MHEFAL RESITHENT MISSION

Metro Park Bullding, Lazimpzat, YWand Mo, 2
PO, Box 5017, Rethmandy, Nepal

Tl «077 1400 G120 Fae: #0771 400 5137
adbrnnigadb.ocg

wirwadboorginepal
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L Status of Grant

Jurmp to Country ™ 0345-NEP b4

GRANT 1D
Grant Mumber! 0345 Country: Mapal
Srant Thie: SKILLS DEVELOPMENT PROJECT Retatad Loan:
Original Total .
ATMGUTIE: Us$ 20,000,000, a0 Grant Status: Acklva
Rewvized Total .
i US$ 20,000,000.00 Project Numbar: 3817601
Grant Typa: 1 Rulated Ths: |
Delggatad Disbursement N i
Indicator: i
Amount 10 155 as of 15 Jul 2019
Cat. Categary Disbursed Undisbursed | Uncammitted | Undizbursed
Coule Marme Allocation Contracts Contracts Conitracts Amount Amount
2 COMSULTING
w3101 SERVICES 1,567, 99%.00 1,556,697.60 1.503,509.11 53 1RG40 11,297 4Q Ed 4B5 59
[ 3201 |1 CIViL WORKS 724,520.00 723,495.95 723,339,897 146,08 1,034,085 1,180.13
- 3451 |/ STVCIES & 507,056.00|  398,952.67 345,849.37 $2,103.30 108,103.23 160,206.63
| REVIEWS
m 35p1 | O STAFF 549,505.00|  591,644.65 497,462.19 94,182.46 ~42,049.65 52,132.81
DEVELOFMENT ' - r - ) . 4 . . . ) .
= A50) {4 VEHICLE 224 600 .00 200,213,561 200,052,395 164,55 24, 386,39 24,547.05°
§ EQUIPMENT & {
= Ie0l MATERTAL 45,918.00 Bi4,823.27 Bl0,550.23 4, 273,04 130,584,73 134 BE?. 7T
3 MARKET-
= 3803 |ORIENTED 14,671,580.00] 14,584,126.26] 13,384,571 08] 1,199 153.20 69.459.74)  1,288.612 94
SHDRT_T‘ERM . r . r . Ll L] . a r - L] ' L r
TRAINEMG
; & RECURRENT
= 1901 | COSTS PR 8O7,232.00 ?11,619.54l 716,898 42 72127 95,612.36 96333 53
MNGT AMD MBE J
- Sub-Total] 20,000,000.00| 19, 531,561.65| 18,177,632.20| 1,403,928.45 418,438.35] 1,522,368.B0
Fandlng H -
Cialma 1504 -15.04 15 0
or% =
Advancas
Panding
Wariation ;L;
|_ TOTAL] 20.000,000,005 19,581, 561.65! 18,1 77 848,14 1,403, 913.41 418.438.35 1.82L151.76
Bote: Amounts whder Contracts, DIsbursed snd Unobsburaed Contracks in the sbowe table clde Comnrmitment Lattery,
CL Amount Disbursed CL Undisbursed CL ]
Commitmant Letter (CL} 0.00 0.0 L.0g

The informatan un this site & provded for ease of refer
i1 offichas reparts ard stakernents of Snan Devaloamen
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