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DEPARTMENT OF MACROECONOMIC AFFAIRS
MINISTRY OF IF'INANCE
TASHICHHO DZONG

DMDYADBGO400-BIIUARZ2017/ q l:}’
Date O8/12/2017

Kanokpan Lao-Araya

The Country Director

Bhutan Resident Mission for ADB
Thimphu.

aub: Forwarding of Audit Report.

Maddam,

Please find enclosed herewith two copies of Audit Report on the Accounts and Operations of the
South Asia Sub-Regional Economic Cooperation (SASEC) Road Connectivity Project, (Grant
No, GO400), funded by ADR, Tmplemented by the Department of Roads, Ministry of Works and

Hurman Settlement, Thimphu for the period from 0L07/20016 to 30062017 onwards submission
to the ADB.

Kindly acknowledge the receipt.

olay)
ief Prowram Officer

' L:m' FRABIH ASIAN DEVELOPMENT BANK
13 DEC 2017 AN
RECEIVED 18 DEC 017 P
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FINANCIAL AUDIT REPORTOF THE “SOUTH ASIA SUB-
REGIONAL ECONOMIC COOPERATION (SASEC) ROAD
CONNECTIVITY PROJECT” FUNDED BY ADB, GRANT N(O. 0400-
BHU, IMPLEMENTLED BY THE DEPARTMENT OF ROADS,
MINISTRY OF WORKS & HUMAN
SETTLEMENT.PHUENTSHOLING

PERTOD: 01 July 20016 TO 30 June 2007

NOVEMBER 2017
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ROYAL AUDIT AUTHORITY s aAAL
J‘ OFFICE OF THE ASSISTANT AUDITOR GENERAL = 77"~
PHUENTSHOLING e

leparing un Eenuny. Elficiency b Elewtiveness in Uie sge ol Fubds Sesprces

RAAMAR/OAAG Pling/SASEC DORZNT L 6 Dated: ) i (2] 200
['he Dhrecior .

Department ol Macroeconomic Aftairs

Marstry of Firance

yhu.

Swebject:  Financial Auwdilt Report of the “South Asia Sub-Regional Economic Cooperation
[SASEC] Road Conncctivity Project™, funded by ADB, Grant No. 0400-BLILU,
implemented by the Department of Roads, Ministry of Works & Human
sSettlement for the period 1 July 2016 to 30 June 2017,

i

Frclosed herewith please find three sets of the audited financial statements and auditors’ report
thereon n respoet of Secuth Asia Sub regional  Leonomic Coopezration (SASLEC)Y Hoad
Connectivity Project for the Bnancial vear ended 30 June 2017 along with the Audit Findings &
Recommendations, The audil was conducted ss required under the Audit Al of Bhutas 200,
and i aceordance with International Standavds of Supreme Avdit Institutions (155A1s),

Two sets af audited financial statements and auditors” report may please be forwarded to the Asian
Development Bank Headquarters. Manila. Philippines.

Auditor™s Report on the Financial Statenent

As may be noted from the auditors” report. the financial statements are prepared by the Project in
all twaterial respects, inoaccordance with Flnandial Rules and Regulatons 2007 & 20146,

cordingly, the RAA has expressed unmodified (ungualified) opimion on the finanecial
slaternents,

Apdit Findings and Recommendations

The sudiors” review of the accounting records. intzrnal ccontrols and opergtions of Project
revealed some deficiencies and lapses. However: all (14 audin Dnding were settled in view af
seplics and related supporting documents. recovery made and evidences furnished subseouently.
which are transmilted separately to the Preject Management i the form of Management

Appraisal Report iMAR) for luture relerence and compliance, ASIAN DEVELOPMENT BANK

18 DEC 2017 H

SOUTH ABLA
TRH.N'S PORT & CO hI'I HU NIEAT!UHS
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The Roval Audit Autherny acknowledges the Rind co-operation and assistance extended o the
audit team by the wilicials of the Project Management Unit, which facilitated the completion of
the andit.

Y ours sincerely,

(Rinzin Lhamo
Assistant Auditor General

Capy to:

. The llon ble Secretary, Mimstry of Fingnee, Thimphu
2, The Honble Secretary, Gross National Happiness Comimission, Thunphu

1 The Hon'hle Secretary. Ministy of Works and Fluman Settlement, Thimphu
4. The Project Coordimator. Project Managoment Umit, DeR, MoWHS, Thimphu
3. The AAG. PPAARD. RAA, Thimphu

6. The Follow-up Section, OAAG Phuenisholing
Utice copy
Cuard file
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Title

Hiead of the Agency

Financial Audit Report of the South Asia Sab
Regional Deenomic Cooperation (SASEC)
ol Connectivity Project. funded by Asian
Development Bank (ADB), Grast Mo, 0400-
BHLI{SI™.

Lungten Jamisho. Project Coardinater. PR
FITy Nis, 21001 (i

Lungten lumisho, Project Coordinator, PM1I
EID Mo, 2101 064 -

DLAGT206 to 30062017 ;

Cemposition of Audit

kinley Dorji, Projest Accountant
1LY Mo, 20120700711

O1/07/2016 to 30/06:201 7
Planning: 04092017 ta 19092017

Actual - O4092017 wo 1909724017
Reporting < D% 1172017

Team Leader:
Midup Oveltshen. Audit OiTicer
EIDY i 200602038

Team Members:

|- Sonam Chophel, Senior Auditer - 111
10 Moy, GF00065

2, Kuch Kuman Subba, Auditor - 11
FII Mo 201 70709537

Fanzin Lhamo, Assistant Auditor General
FIT Mo, 20000700

Logyen Dhoris, Deputy Auditor General
EID No.961 0066 =
RAAMDAAG Pling)01:Z01 77667
3.0 2m 7

2
& Drawing and
Mizhursing CHlcer
- Finance Personnel
5 Period Audited
C 6 Schedule af Audit
|eam
R Supervising Officer
o, Ohverall Supervising
_Oificer
10, Engaseinent letter no
11 Focal Persen
|2 Date of Cxit

Conlerence

Midup Gyelishen

21 LR2UTT
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Disclaimer Note

The coverage of this report is based on the facts, figures and mformation
made available and accessible o the audit team by the Project Management
Unit, SASEC Road Conneetivity Projeet, DoR, MoWHS. The opinion of
the auditors szhall confine to the period covered and mformation made
available till the time of issue of this report.

This is also to certify that the auditors during the audit had neither vielded to
pressure, nor dispensed apny [avour or resorted to any unethical means thal
would be considered as wvielation of the Royal Audit Authority’s Oath ol
Good Conduct, Ethies and Secrecy of Auditors.



tilossary of Akbreviations & Acronymsy

RAA = Roval Audil Authority

DAAG - Ofee of the Assistant Auditer General

PP de A AR ¢ Policy, Planning & Annual Audit Repogt Division
AR : Audit Report

A o Audit Information Number

LI No. : Emplovee [dentity Number

FYP ¢ Five Year Plan

FY¥ L Fiscal Year

RioB ¢ Roval Govermment ol Bhutan

MLTC : Ministerial Tevel Tender Commitlee

Mo WHS : Mimistry of Works & Human Seulement

Dok t Departiient ol Roads

B fProject Management Ling

|  Project Coordinato

P i Projeel Manager

ADR ¢ Asian Development Bank

SASHC ¢ South Asia Sub-regional Leonomic Cooperation
FLC . Projeet Letter of Cradi

| P o bnterim Pavment Certificate
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T ON FINANCIAL STATEMENTS OF THE ADB FINDED PROJECT

COOPERATIONT, GRANT NG, £-0400-8HU, DO PHUENTSHY FOR
FEAG EROED [UINE 3G, 2317 L. S LA e am o TR R e AL G e e e 2 s |
Receipts and Expenditure Statement
Schedules
i Budgetory Sxpenditire by Category/Sub Category for the fSeonl veor ended 39 Jine 2007 Refer

fii)
‘il

fiv)

"
Labiont

Fxhihit-

Annexiera - f},

Staepmant of Releases Received from the Deporbment of Public Account (D84), MoF Lo Projecs
Aroapnt forthe fecal pear Z006-2007 (Refer Annexuive - [}

Stareieni af et Papoents Treoted as Grants i Kina FUSG] (PAR jor thie fiseal pear 2006-2007
{Refer Annexure - 11}

Statemant of Qivest Poyments Traated as Grands T Kooed (EURGY [PAR) Jor the fiscal year 2014-
017 (Refer Annexure - TV

Steiterent of Mgullenm Prpment under Donor Faed [PARy during the fiscal veor 2006-2017 (Refer
Annexure V).

Fraremeni of Ngultrum Poyment to Cood Voris duving the fiscol vear 2006-20617 [ltefer Aunexnre
Vi& ),

Sttt of Divect Poviends Traoded gy Granis in Kind (USD) (ORI for the fseol pegr 200 8-2401
{ftefer Annexure - VI

Statement of Drect Payments Treated as Grants in 8ind (EURG) S00UK) for the fiscal pear 2016-
017 [Refer Annexure - (X,

Stiterieni af Ngwftenm Pogsrenit inder Darar Fund JCHUKY) duving dive fseol pegr 2616-2017
{Refer Annexure Xj.

Ftarement of Doposity & Wishdvmwals af 77 decoynts 20771 during the fseel vear 2006-2017
{Refer Annexure Xi),

Slerlenient of Faeds Drmsferred frony the Donor ML AL o 084 & Tts Subseguent Releoses By D24 fo
PLC Accair af AT & DeR (Refer Annexnre XL,
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AUDITORS’ REPORT ON THE FINANCIAL
STATEMENT

ASIAN DEVELOPMENT BANK

R‘H 18 DEC 2017 ]l_ﬂ]

SOUTH ASIA
TRANSPORT & COMMUNICATIONS
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Fenniting co Fooenme HEnienmy b :ff_ﬂnri'.lﬂﬂ?.ﬁ!: in the vae nf ol Resnornes

Opinion

We have andited the accompanying financial statements of the ADB [unded Project. “Sounth
Asia Sub-Regional Economic Cooperation”. implemenied by the Department of Roads,
Fhuentsholingi PLC Account ho 206.01°2026-PLC)Y which comprise the Receipts and Pavments
Statement and schedules torming part of Onancial statements for the financial vear ended June

3002007

In owr opinion. the Anancial staterments are prepared. nall material respecis, in accordance with
the Financial Ruoles and Regulations 2000 &2016.

Basis for Opinion

We conducted our audit in accordance with Tnternational Standards of Supreme Audit
mstitutions (158Alsy Our responsibilities under those standurds are further deseribed in the
Audivor s Responsibifiiey Jor thee Audit of Figascia! Starement section of our report. We are
madependent o South Asia Sub-Regional Feonomic Cooperation, implemented by the
Department of Roads, MoWHS, Thimphu in accordance with BAA s Code of Fihics, and we
have fultitled our responsibilitics in accordance with the requirements outlined in this Code.

We believe that the audit evidence we have obtained is selficient and appropriate 1o provids a
basis for our-opinion.

Responsibilities of Management and Those Charged with Governance Tor the Financial
Statements

Management is responsible For preparation of the Gnanciel statements i aceordence with (he
Financial Rules and Begulations 2001 & 2006 and for such intemal conteol as management
derermines is necassary to enable the preparation of [nancial slatements thal are free trom
material misstatement. whether due o fraod or emror,

Ttose charged with governance are respomsible Tor overseeing the Project’s lnancial repoiting
Draviss,

Aunditor’s Responsibilities for the Audit of the Financial Statements

Our ohiéctives are 1o obtain reasonable assurpmee sboul whether the financial stxements as a
whale s free fram material misstalement. whether due to fraud or error, and 1o 15sue an auditor’s
report that includes our opiion. Reasoneble assurance i a high level of assurance. but is nat o
angrantee that an sudit conducted in accordance with 1SSAls will abwavs detect o4 material



misstatement when it exists. Misstatements can arse Tom Taad oroerror and are considered
material if, individually or in the searegate, they could reasonably be expected 1o influence the
ceonomic decisions of users laken on the basis of'these financial statements,

A further descrintion ol vur responsibalities for the audit of the fnancial statements is included
in Appendix-1 of this suditor’s report, which forms pan of auditor’s report

i Bahzm Lhamo)
Assistant Auditor General

Dhate: 1]11\?,@'5"}!



Appendix -1

Auditor’s Responsibilities for the Audit of the Financial Statements

As part of audit In accordance with ISSATs, we exererse prolessional judgment and maintain
professional skepuicism throughout the audit. We also:

® ldentily and assess the risks of material misstatement ol the lnancial stalements.
whether due Lo fraud or error. desian and perform andit procedures responsive o
those risks. and obtain audit evidence that is sulficient and appropriate to provide &
hasis for our apinion. The sk ol not detecting a material misglulement resnliing
from fraud s higher than for one resulting from error. as fraud may invalve
eolluston. forgery. intentional omission, misrepresentations, or the override of
internal control,

o Chhtain an understanding of internal control relevant to the audit in arder to design
audit procedures that are appropriste in the circumstances. but not for the purpose of
expressing un opinion on the etfectiveness af the Project’s internal control.

W communicate with the management, amaong others, the plunned seope and timing of the
audil and significant audit Dndings, including any sigaiticant deliciencies in imernal control
that we identity during the audit.

Lt
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Exhibit — A: Profile

Mame ol the Frojec CERASEC Road 1;30|111eu'ri1.-':.-15-' Project Mo, 39225, appiovied on 31.07.2014

Funcng SADE Special Fund Resources Corane of 3 18,96 mdllion (Grant No. 0200
L (51

Civant LlTeatve From 3 seplember, 2014

Closing Lhate A Drecembier: 2000

Financing Arrangement:
a) Works & Equipment (ADB Grant — 81 % & RGODB — [9 %)
bl Cunsultancy Supervision & Capacity Development (ADB Grant - [00%:)

o) Operation amd management (BGoB - 1040 %4

The Department of Roads (DoR) under the Mimsiry ol Works & Human Settlement {MoWHS)
is the designated authority and in-charge of implementing the [ollowing major components of
the projects (Improvement of Pasakha Access Hoad):

1. Pre-stressed concrete bridge at Bhaluthoa: | 2283 mospan

2. RCC Multi-eellular box culvert al Bhawanijhora, 30 ntspan

3. tiabion check Jdams - 99320 m3

4. Formation sxeavacton and embankment tor 122 ki
50 Pavement laver works (GERLWMML DM, AC, 6 00 m carmiazsway width)

Initial Contract Details

Lo Name of the project (works) Improvement of Pasakha Access Road at Allax

20 Name of Contragior CmPML-Craseb-Macealers 1%, Bhutan/India
Coniract S, ORI ASEC Dol AR 01

4, Contract Amounl D202 145 T4305 BTN

50 Contdract Perod 0192015 To 3 082017

G, Clontract Duration s 24 muonths

[he contract awarded (o SPML-Gaseb-Maceaterri IV was wernminaed  vide letter o,
DoRASASEC 2O G-200 TAW-0220 dated 19012017 due 1o poor wank progress and inderim
emergency wiorks had been awarded through diveet conraeung with the following details:
lnterim Contract Details

. Name of the project (werkst Internim works on Improvement of Pasakhs Access Road at

Allav
2 AName of Contracton Mis Rigsar Construcnion Pyl Lud.. Bhutan
3o Comtract Ao 1B 42 39 50 BT
4 Cantract Perod VR N5 A0 TG 220720 13
a0 Cantract Duration 2 maonths

The consultancy warks tor construction  supervision has been entrusted 0 Mis Egis
[nternatiomal, Paris, France m association with Més Egis India and WS Gealishen Consultaney,
Thimphu, Bhatan,

The Detailed Designed and Procurement Assistance for Phuerisholing  Chamkuna Road. far
which civil works are financed under SASEC Transport, Trade Facilitation and Logistics
Project, s been undertaken a5 a contract vanation ol the construetion supervision consulanes
HUSCT contract with Fate International for SASEC Read Conncetivity Praject, The conract
vartation was appraved on 15 September 2016, and consullants mohilized on 28 September

200 &



Exhibit -B:  Job deseription

For the audit of SASEC Road Connectivity Project, Phuentsholing for the finaneial year
Z01n-201 7.

1. Nidup Ceyeltshen, Team Leader

o [erifications of vowehers Dased om audit plasning

s Supervision of tie awdit ieam;

v Co-ordination between the anditee agency and the AAG on audit Bsve;

s (ampilarion of audic memoy. finalizoafion asd issueness

o Neview of dwdit Bsaee & Bl weetinngs miinubes

e Prepavation of audit report and Management Appradscl Report asd submit to ANG for
peview and further submisvion fo DAG &EROAD for review aoef appraval

2. Sonam Chophel, Team Member

o Derificarions uf vouchers dased on audil planning
o it of Awdlt Mimos

o Dacumentaiion of Auwdit warking popersievidences
o Cranpifadion of audil memo

o Preporaiiony of audiT enire meeling miinures

o Feview of aulil eniryiexdt moeetive minaies

3. Kuoch Kumar Subba, Team Member

o epificaiions of vauchers baved o qudil planning
o Orafiing of Audit Memos

o Docrumeniation of Audit working papersievidences
o Preeparations of audil enlridexit mesting minuies

f‘;‘ﬁdup velishen)
Audit Officer
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DEPARTMENT OF MACROECONOMIC AFFAIRS

MINISTRY OF FINANCE
TASHICHH{O) DZONG

nmwmmmmmamﬁmamwﬁﬂ%
[Jate OB/12/2017 '

Kanokpan Lac-Arava

The Country Director

Bhutan Resident Mission for ADB
Thimphu.

Sub: Forwarding of Audit Report.

Madarm.,

Please find enclosed herewith two copies of Audit Report on the Accounts and Operations of the
South Asia Sub-Regional Economic Cooperation (SASECY Road Connectivity Project, {Grant
No. GIH00) Tunded by ADB. Implementad by the Thromde, Phuntsholing for the period from
01072006 to 30062017 aonwards submission to the ADB.

kindly acknowledge the receipt.

Chiet Program Oficer

B5AM L '"'I;_L DEE AT BaNK
o ASIAN DEVELOPYENT BANK
13 DEC 2017

RECEIVED

S0U

TRANSPORT g (1 ASIA

& COMMUNICATIONS

Fase Boe Ny U7 Tl 8 PABX: 0075-2- 32]2TIAFIIRSADI22AR22I514327743, Fax: FI13154. ewie it gone. bp
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AlN: 14952

FINANCIAL AUDIT REPORT ON THE ACCOUNTS AND
OPERATIONS OF THE “SOUTH ASIA SUB REGIONAL ECONOMIC
COOPERATION ROAD CONNECTIVITY PROJECT, FUNDED BY
ASIAN DEVELOPMENT BANK (ADB), GRANT No.G-0400-BHL
IMPLEMENTED BY THE THROMDE, PHUENTSHOLING

PERIOD: 01072016 TO 30062017

NOVEMBER 2017

ASIAN DEVELOPMENT BANK

18 DEC 2017
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_@mr'qﬂ:'%m fraasals|
ROYAL AUDIT AUTHORITY
Bhutan Integnty House

Meporting on Ceonomy, CF cieney & [fectiveness o -he use of Pub'ic fesourees

RAAAR OAAG, Pling/SASEC-Project/Thromde/ 20 I'.-'f‘?,hg,f: TDede 3\0.1] H\Z‘?—"f }

The Dircetor

Department of Macroeconomic Affairs
Ministry of Finance

Thimphu

.

Subjecr: Financial Audit Report on the Accounts & perations of the South Asia Sub
Revional Feonomic Cooperation Rosd Connectivity Project. Tunded by Asian
Development Bank (ADB), Grant Moo G-0400- BHU, implemented by the
Thromde. Phuentshaoling tor the period from (01 Judy 2006 1o 30 June 2017,

Sie

Enclosed herewilh |".-||_:H|; ltnd three sets of the audited Firanciol Statements and awditors' report
thereon in respect af "Sowid Asic Sub Regiona! Eoonomic Canperation Rood Comnectonily Project ™
findled fv Avigr Development Dank (ADB), Crane Noo G-0400- B0 implemented by the Thromde,
Phuentsholing for the financial vear ended 30 June 2007, The audit was conducted as required under
the Audit Act of Bhutan 2006, and in accordance with International Standards ol Supremes Audit
Institutions (1554 [s),

Fwor sels of the audited Tinancial Statements and Auvditors” Report mav please be forwarded wr the
ADB Headguariers. Manila, Philippines.

Auditors” Report on the Financial Statements

As may be noted from the auditors” report. the financial statements are prepacad by the Projeet in all
material respects, in accordance with Financial Rules and Regulations 20012016, Accordingly, the
fAA has exprossed wunmaodified (clean) opinien on the fnancial statements.

Aundit Findings and Recommendations

The auditars” review ot the accounting records. inlernal controls and operations of the Sowh Asia
Sub Regional Feonomic Ceoperation Road  Connectivity  Project implemented by Thromde,
Phoentsheling revealed some deficiencies and lapses, However, all Tve [3] audit Tindings issued were
sentled in view of justifications provided, related documents and evidences Turnished subsequently
which wre transmitted separately (o Thromde, Phuentsheling in the form of Managemenr Appraisal
Report Tor future reference and compliance.
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Ihe RAA acknowledges the kind co-operation and assistance extended to the andlit team by officials
and staft members of the Project, which facilitated the timely completion of the audit,

Yours sincerely,

iRinzin Lhamo)
Assistant Auditor General

Copy to:

|. The llon hle Sceretary, Ministry of Finance, Tashichhe Dzong, Thimphu

3. The Hon'ble Secretary, Gross National Happiness Commission, Thimphu

3. The Project Director, Thromide, Phuentsholing

4. The AAG, Policy. Planning & Annual Audit Report Division, RAA, Thimphu
5. The Follow-up Section, OAAG, Phuentsholing

. Ollice copy

7. Guard File
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Disclaimer Note

The coverage of this report is based on the facts, fgures and nformation made available and
accessible to the audit team by the project management of Asian Development Bank (ADB), Grant
No. G-0400- BHU, implementing agency, Thromde, Phuentsholing. The opinion of the auditors
shall contine 1o the period covered and information made available till the time of issue at this

repart,

This is also to certify that the auditors during the audit had neither vielded to pressure, nov
dispensed any Tavour or resorted 1o any unethical means that would he considercd as violation of
the Roval Audit Authority’s Ouath ol Goad Conduct. Ethies and Secrecy of Auditors,

[ e
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ROYAL AUDIT AUTHORITY
Bhtutan T ntegrity House

Reac-tingan Laeaem, EMisiency 5 Bl stivaness in b vae of Publiz Resources

ALDITORS® REPORT ON THE FINANCIAL STATEMENTS OF THE ADB FUNDED
PROJECT *SOUTH ASIAN SUB-REGIONAL ECONOMIC COOPERATION ROAD
CONNECTIVITY PROJECT” FOR THE FINANCIAL YEAR ENDED JUNE 30. 2017

(rpinivn

We have audited the accompanying finzancizl statements of the ADB funded Project, “South Asian
sub-Regional Economic Cooperation Roead Connectivity Project”. implemented by the
Thromde, Phuentsholing (PLC Account No 206.001/2025-PLC & 205 002009-PLCY which
comprise the Sourees and Uses of fund and schedules fonming parl of Dnancial statements Tor the
Mnancial vear ended 30 June, 2017,

I our apinton, the financial statements are preparcd, in all material respects, in aceordance with the
Financial Rules and Reaulations 200020146,

Bagis for Crualificd Crpinion

We conducted our audit in accordance with International Standards of Supreme Audic Institutions
(I55Al1s) Qur responsibilities under those standards are further described in the Awdior s
Responsibilities for the Awdit of Finoncia! Stetement seelion ol our report. We are independert af
the “South Asian Sub-Regienal Feonomic Cooperation Road  Connectivity Project”,
implemented by the Phuentsholing Thromde in accordance with RAA s Code of Ethics, and we
have fulfilled cur responsibilities in accordance with the requirements putlined in this Code, We
believe that the audit evidence we have obtainzd i3 sufficien and appropriate lo provide 4 basis for
aur apinian,

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible [or preparation of the fnancial staterments in geeordance willi the
Financial Rules and Regulations 2000122006 and for such internal contrel as management
determings 15 necessary to enable the preparation of Rnancial stalements that are free from niaterial
misatatement, whether due o frawd or arcor.

Those charged with governance are responsible for overseeing the Project’s financial reporting
process.

Auditor's Responsibilitics for the Audit of the Finaucial Sutements

COur objectives are 1o obtain reasonable assurance about whether the Nnancial stalements as 4 whale
is free from material misstatement, whether due to fraud or crror, and Lo issue an auditor’s report



that includes our opinion. Reasonable assurarice is a high level of assurance. but is not a guaranics
that an audit conducted in accordance with 15SAls will always detect a material misstatement when
i exists, Missiatements can arise from fraud or error and are considered material if, idividually or
in the ngeregate. they could reasonably be expected 1 inMuence the cconomic decisions of users
taken on the basis o these financial statements.

A further deseription of our responsibilities for the audit of the financial staterments i= included 1n
Appendix-I of this auditor’s report, which forms parl ol auditors repart.

Heport on Other Matters
RAA further report that:

i The Desian work on Allay Land Customs Station at Pasakha and wward of construction
work which was scheduled on or hefore 30 June 2017 was not started except topearaphical
survey which stands completed.  The reason for not being able to conduct the detailed
design was due to re-development ol the site which is yet 1o he completed and handed over
by Department of Roads (DoR) o the project as on date of audit {i.e, 26/09.2017). This had
consequently affecled other scheduled programmes:

i, The campletion of preliminary design with bidding document under Design Built Contrac
and award of work o the construetion af Mini Dry Port (MDP) was scheduled during the
month of February 2016, However. the consultancy firm had completed the design and
awarded the construction work only during the manth of April 2017 which got delayed by
14 months. This had consequently affected other seheduled programmes; and

i, Similarly, the detailed design and award of work on the construction of Marlthern Bypass
Raud INPRY scheduled during the month of July 2016 was completed only on 092017
causing delay of 13 manths, This had consequently alfected ather scheduled programmes,

(Rinzin Lhamo)
Assistant Auditor Gene

Date: 79 |1| l’},ﬁfl:il"



Appendix — |

Auditor’s Responsibilities for the Audit of the Financial Statements

As part of audit in accordance with 188A0s, we exercise professional judzment and maintain
prodessiondl skepticism throughout the audit, We also:

o ldennly ard assess the risks of material misstatement ol the lnancial statements, whether
due 1o Traud or errer, design and perlorm audit procedures respongive (o those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our epinion.
The risk of not detecting a material mizsstarement cesulting frors Traud 15 higher than for one
resulting from error, as frand may involve collusion. forgery. lntentional omission.
misrepresentations, or the override of internal control,

o Obiain an understanding of mtermal control relevant o the sudiv in order o desian agdil
procedures that are appropriate in the circumstiances. batl not Tor the purpose of expressing
an apinion on the effectiveness of the Projeet™ intereal control,

We cammunicate with the management, among others, the planned scope and fiming of the audil
and significant audit findings, including any =significant deficiencics In amemal control thar we
iddentify during the wudil,
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Exhibit — A: Profile

Introduction
*huentsholing town is lecated af the southern belt of Bhutan adjacent 1w bordering lown called
Jaigoan (India) at an altitude of 205m from mean sea level. Phuentsholing being the principal
commercial hul for all Kinds of business, almast 90% of Tnport and Export 15 done from this place,
other being at Gelephu in central Bhutan and Samdrop Jongkhar in the cast. Phuentsholing is
therefore called as the sate way of Bhuotan.

Presently, there is only one entryd/eail paint {main gate), Any kind of vehicles moving in and oul
including cargo vehicles has w pass through this only gate, The present traftic valume is already
causing congestion therehy proper serutiny of goods legal or illegal could not be caried oul. In
addition e above vehicle population is increasing in quite tast pace. Hence, some remedial
measures are necded to cope up with the trathic as well 1o streamline the serutiny procedures.

Tor cose oul these problems, Phuentssholing Thromde throogh Minisoy o Works and Human
Settlements came out with the following componam of project works:

. Mini dry Porle (Under Department of Trade, Ministry of Economic Affairs) o have
customm elearance Tor import and export wealTie, storage, ransshipment ete,

Naorthern Bypass Road (NPRY, (Under Department of Trade, Ministry of Feonomic
Affairs) to have custeom clearance of Import/Export trattic Pasakha,

3. Allay Land Custam Stalion

r-J

These projects under SASEC road connectivity project are lunded by Asian Development Bank
(AT under grant no =000 (BHL,

The Phuentsholing Thromde has appointed Mis SMEC Intermational Py Lid. Avstralia and Sk
{India) Pyt Lid (1V3 in association with Gyalishen Consultaney, Bhutan {as sub cansultant) for
Bietail Desizn, Procurement Assistance and Construction suparvision consultancy services, under
SASEC Road Conneerivity Project.

BACKGROUND

The project was started formally with the joining of Team leader on 12" Aupust 2015 and
thereatter a kickolT meeting was held on 13" august 2018 (ollowed by the site visic with PIU
representatives and consultant representatives to start the activities of the project.

Now the penzral approach is o undertake detail design on clear understanding of the rerms al
reference (TOR) and of the requirement of the project in a close waorking relationship with
Phuentsholing Thromde management.

T start with the work procedure of the detail design the consultaml has submitted the inception
report within the time schedule after incorporating comments received on 6" October 20013,



Proposed Project timeline as detailed helow.

= Design phase: | Months

* Start date; 120 August 2013

= Completion date: | [" July 2016

= Procurement Assistance and Bidding Process:3 Months ending on | 1October-2016
. Construction Phase: 30 Months ending an 11 April-2019

. Defect Liahility Peried: 1 2Months ending en 11 Apeil-2020

The Project consists of three sub- components

. hling Dy Port
. Morthern Bypass Road
* Allay Land Custem Station



Exhibit — B: Job deseription

For the audit of the “South Asia Sub Regional Economic Cooperation Road Connectivity
Project™ lunded by Asian Development Bank (ADB), Grant No. G-0400- BHU, implemented
b the Phuentsholing Thromde for the perviod 15 July 2016 to 30" June 2017

1. Dawa Tamang, Dy, Chicl Auditor (T1)
. Certitving the annual financial statements ol the Prajecl.
s Co-ordination between the auditee ageney and the AAG on various issues ang
conducting of audit exit conference.
. Verification ol payment vouchers & expenditures.
. Prefiing of sudit mernos and audit report.
. Pocumentation ol audit working papersievidences.

2 Yan Kumar Bhujel, AAQ

. Verification af payvment vouchers & expenditures,
= Condueting Entry Audil ContersnceDrafting of audit mcmos and audil repart,
. Pacumentatiom of audit working papersievidences,
8.8 Gem Tshering, AAC
. Verification ol payment vouchers & expenditures.
= Drafting of avdit memos.
. Dacumentation of audit working papers/evidences,

Submitted by: Signature ..., |
Naime: Dy Tamung, ¥




