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AUDITORS’ REPORT ON FINANCIAL STATEMENTS OF THE ADB FUNDED 
PROJECT- SOUTH ASIAN SUB REGIONAL ECONOMIC COOPERATION (SASEC) 
ROAD CONNECTOVITY PROJECT, GRANT NO. G-0400-BHU FOR THE FINANCIAL 
YEAR ENDED 30 JUNE 2020 

Opinion 

We have audited the accompanying financial statements of the Asian Development Bank funded 
Project, “South Asian Sub-Regional Economic Cooperation (SASEC) Road Connectivity 
Project”, implemented by the Regional Office, Department of Roads, Phuentsholing (PLC 
Account No. 206.01/2026 which comprise the Receipts and Payments Statement and schedules 
forming part of financial statements for the financial year ended 30 June 2020.  
  
In our opinion, the financial statements are prepared, in all material respects, in accordance with 
the Financial Rules and Regulations 2016 and Project Agreement. 
 
Basis for Opinion  

We conducted our audit in accordance with International Standards of Supreme Audit 
Institutions (ISSAI). Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of Financial Statement section of our report. We are 
independent of the Regional Office, Department of Roads, Phuentsholing in accordance with 
RAA’s Code of Conduct, Ethics and Secrecy of Auditors, and we have fulfilled our 
responsibilities in accordance with the requirements outlined in this Code. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 
 
Management is responsible for preparation of the financial statements in accordance with the 
Financial Rules and Regulations 2016 and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.  

Those charged with governance are responsible for overseeing the Regional Office, 
Department of Road’s financial reporting process.  
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Auditor’s Responsibilities for the Audit of the Financial Statements  

Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole is free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISSAIs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these financial statements. 

As part of audit in accordance with ISSAIs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 
 

 Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. 
The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omission, 
misrepresentations, or the override of internal control. 
 

 Obtain an understanding of internal control relevant to the audit 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 Regional Office, Department of 
Roads’s internal control. 

 
We communicate with the management, among others, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we 
identify during the audit. 
 
Other Requirements 
 
We report that; 
 
 The flow of funds from the Foreign Currency Account and balance thereon could be fairly 

relied upon. The control mechanism put in place for the operation of the account could also 
be fairly relied upon; 
 

 The funds provided under Loan/Grant No.: G-0400-BHU have been utilized for the purpose 
for which they were provided; 

 
 All expenditures incurred and reported are eligible for financing under the Loan and Grant 

Agreements; 
 

 With respect to Sources and Uses of Fund and Statement of Expenditures (SoEs), adequate 
supporting documents has been maintained to support claims to the Asian Development 
Bank for reimbursements of expenditures incurred;  
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 The FOREX conversation rate for fund transfer is recognized on the basis of exchange rate 
prevailing on the date of transfer of fund to the Department of Public Accounts (DPA) 
from the Foreign Currency Account maintained with Royal Monetary Authority (RMA) of 
Bhutan; 
 

 The Direct Payment made by the ADB in Foreign Currency has been converted to local 
currency at the exchange rate prevalent on the date of transfer of fund to the Department of 
Public Accounts (DPA) from the Foreign Currency Account maintained with Royal 
Monetary Authority (RMA) of Bhutan; 

 
 All expenditure incurred and reported under each Components are eligible under the Asian 

Development Bank Project Grant No. G-0400-BHU; 
 

 The financial operations were carried out as per the project agreement and adequate 
controls instituted to ensure that the funds are used for project related activities; 

 
 There was an excess expenditure aggregating to Nu. 3,490,926.00 booked under the RGoB 

19% fund component (Refer Para 2 of the audit findings). This had resulted in 
overstatement of expenditure in the RGoB 19% fund component and understatement of 
expenditure in the ADB 81% fund component by that amount in the financial statement. 

 

 
 

 

 
 

 (Penjor) 
Assistant Auditor General 
      
 
 
Date: 30/06/2021
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Notes on Audited Project Financial Statements 

1. Project Background 
 

The Royal Government of Bhutan (RGoB) had received a grant from the Asian Development 
Bank (ADB) to finance a part of the cost of South Asian Sub-regional Economic Cooperation 
(SASEC) Road Connectivity Project (the Project) and in particular for the improvement of 
Pasakha Access Road. The Department of Roads (DOR) under the Ministry of Works and 
Human Settlement (MoWHS), Royal Government of Bhutan is the designated authority and 
in-charge of implementing the project. 

 

The objective of the proposed project is to improve the road section between Km 7-8 of Rin-
chending-Pasakha Highway. In the longer term, Rinchending-Pasakha Highway will be a 
critical link of the Southern East West Highway (SEWH).  From the short term perspective, 
the improvement of 1.385 km section of the Rinchending-Pasakha Highway and the concrete 
bridges at Bhawanijhora and Bhalujhora are expected to provide an uninterrupted and direct 
entry/exit of vehicles to/from the Pasakha Industrial Estate to India, while Phuentsholing city, 
the main gateway to Bhutan will be decongested of heavy vehicles which will contribute to 
significant improvement in traffic safety in and around the Phuentsholing urban boundary. 

 

1.1 Project Detail: 

 

Name  South Asia Sub-Regional Economic Corpo-
ration Road Connectivity Project 

Project No. 3922503 
Grant No 0400-BHU 
Project Cost US $ 18,896,000.00 
Actual Duration 5th September 2014 –31st December 2019 
Revised   5th September 2014-31st December 2021 
Client Department of Roads, MoWHS 
Supervision Consultant: Egis International in JV with Egis India and 

in association with Gyaltshen Consultancy, 
Thimphu, Bhutan  
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The implementation of Pasakha Access Road started in Sept. 2015, however due to delay in 
work progress by M/s Gaseb Construction-SPML & Maccaferri, the contract had to be termi-
nated. After the termination of the contract, the initial single package was divided into three 
smaller contract packages. National Competitive Bidding method was adopted in line with 
the ADB guidelines and awarded to the winning contractors as detailed below: 

 

 

 

 

Package 1: 

 

Contractor M/s Construction Development Corporation Ltd. (CDCL), 
Thimphu 

Contract Amount (Nu.) (Orig-
inal) 

77,201,627.20  

Revised Contract Amount 
(Nu) 

80,401,627.20 

Final Executed Amount (Nu) 79,320,907.25 
Date of contract signing 21/12/2017 
Notice to Proceed 22/12/2017 
Contract package NCB/SASEC/DoR/2017-18/PAR-01 

Date of start 01/01/2018 
Date of completion (original) 31/03/2019 
Date of completion (revised) 30/06/2019 
Date of completion (actual) 30/06/2019 
Contract Duration (original) 15 months  
Contract Duration (revised) 18 months 
Extensions of time granted 3 months 
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Package 2: 

Contractor M/s Bhutan Builders Pvt. Ltd., Thimphu 
Contract Amount (Nu.) 99, 628,321.53 
Revised Contract 
Amount (Nu.) (Revised – 
after VO 01 & 02) 

110,667,075.61 

Final Executed value 108,958,190.61 
Date of contract signing 20/02/2018 
Notice to Proceed 20/02/2018 
Contract package NCB/SASEC/DoR/2017-18/PAR-02 
Date of start 01/03/2018 
Date of completion (orig-
inal) 

31/05/2019 

Date of completion (re-
vised) 

05/07/2019 

Date of completion (actu-
al) 

20/05/2019 

Contract Duration (orig-
inal) 

15 months 

Contract Duration (re-
vised) 

16.17 months 

Extensions of time grant-
ed 

1.17 months 
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Package 3: 

Contractor M/s Druk Chapcha Construction Pvt. Ltd. & Gyalcon In-
frastructure Pvt. Ltd. JV (DCCPL & GIPL JV), Phuent-
sholing 

Contract Amount (Nu.) 132, 139,443.27 (after 1% discount) 
Final Executed value 135,276,152.53 
Date of contract signing 21/12/2017 
Notice to Proceed 22/12/2017 
Contract package NCB/SASEC/DoR/2017-18/PAR-03 
Date of start 01/01/2018 
Date of completion (origi-
nal) 

31/03/2019 

Date of completion (revised) 24/05/2019 
Date of physical completion 
(Actual) 

25/03/2019 

Contract Duration (original) 15 months  
Contract Duration (revised) 16.80 months 
Extensions of time granted 1.80 months  

The landslide triggered at Bhawanijhora due to unprecedented heavy rainfall on monsoon pe-
riod of 2019. As a result, debris flow had covered all the as-built structures on both upstream 
and downstream posing risk to road user and infrastructure at ALCS. To keep the traffic flow 
during the monsoon season and particularly in this COVID19 pandemic, the ADB has agreed 
to fund for dredging work through the saving of G0400. Accordingly, the dredging work was 
carried out during the monsoon season and the road was open throughout the raining season.  

The percentage of share between Asian Development Bank (ADB) & Royal Government of 
Bhutan (RGoB) is shown below: 

ADB - 81% 
RGOB - 19% 
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1.2 Benefits: 
 
Pasakha is an industrial area and the traffic is heavy. With the collapse of Bhalujhora Bridge 
due to scouring effect, the bridge has been restricted to light traffic only. The heavy vehicles 
are directed from the temporary by-pass road from the river bed. Monsoon is a big challenge 
to the Department of Road in general, particular to the Project in arranging the flow of heavy 
traffic from the swollen river. Majority of the industry’s staff stay in Pling area and thereby 
the bridge is an important link. 
The completion of bridge in June 2019 will relieve the Project Office in maintaining the tem-
porary by-pass over the swollen river. There will be free movement of vehicles ferrying staff 
and goods and enhance the sales.  
 
The multiple gabion check dams are aimed to control the debris flow from the soft ridge 
above, and would facilitate the 24 hrs movement of vehicles to the industrial park.  
 
Ultimately this road shall be connected to Indian SASEC road thereby relieving the traffic 
congestion along Asian Highway 48. It will also allow ferrying of higher loads.  
 
 
2. Project Accounting Policy 
 

This financial statement has been prepared as per the Public Finance Act 2007, Public Fi-
nance (Amendment) Act 2012 and the Financial Rules and Regulations 2016.  

 

The financial statements are based on the monthly accounts of the budgetary bodies recorded 
in the Electronic Public Expenditure Management System (ePEMS) and information received 
from other relevant agencies and organizations.  

Sources and uses of funds for Project Letter of Credit, budgetary expenditure by category/sub 
category for Project categories and advance accounts statements, statement of direct pay-
ments treated as grants in kind are developed based on cash flow basis in accordance with as 
following: 
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(a) ADB Financing: 

• For international firm employed for the project, the payments (from the grant & loan)
are directly made to the foreign firm in their foreign accounts maintained as “Direct
Payment”.

• Initial advance to the tune of 10% of the grant amount was requested and subsequent-
ly the funds has been replenished through the withdrawal application submitted along
with the statement of expenditure.

• Advance account financing is recognized when the funds from the ADB is transmitted
to the Foreign Currency Account mentioned with the Royal Monetary Authority
(RMA) of Bhutan. The fund from RMA is then transferred to the unique Financial
Item Code (FIC) to the Department of Public Accounts (DPA) under the Ministry of
Finance (MoF), Bhutan. Upon release request by the Project Office, the fund is then
transmitted to the Project Letter of Credit maintained with the Bank of Bhutan. Thus
the payments to the contractors, suppliers and supervision consultant are made from
PLC.

(b) Government Financing 

• The co-financing from the Royal Government of Bhutan is being proposed annually
from 1st July 2019 – 30th June 2020 (Financial Year of Bhutan) based on the quarterly
fund projections. Supplementary fund, if required towards the end of the financial
year is requested with the supporting expenditures and pending bills of the contractor,
consultants and suppliers.

• The direct payment made to the foreign account for the services delivered/procured is
reflected as grants in kind under the Government accounting to capture actual ex-
penditure under the project.

3. Expenditures:

The Project expenditures are recognized as such and stated in the financial statements when 
the payment is made to the civil contractors, suppliers and consultants. The payments are ei-
ther direct paid from the ADB or from the Project Letter of Credit having fund received from 
the bank and royal government of Bhutan.  
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4. Reporting currency and exchange rate methodology:

Bhutan’s national currency is Ngultrum (Nu), and approximately the exchange rate is 1 USD 
= Nu. 73 approx. (which means 1 dollar is equivalent to Ngultrum 73).The Bank transmit the 
fund in USD to the FC Account maintained with RMA; the fund then is transferred to DPA 
from RMA.  

For the direct payment that the bank makes to the international account, it is reflected as grant 
in kind in the government account.  

5. Project Financial Statement:

The Project Financial Statement is being prepared by the Project Accountant of the Project 
Management Unit in Phuentsholing, Chukha Dzongkhag Bhutan and duly signed by the Pro-
ject Manager and Project Coordinator.  

The Project Financial statement is prepared based on the Public Finance Act & Financial 
Rules and Regulation and duly captured in the Electronic Public Expenditure Management 
System based on the cash flow method 

6. Cash & cash equivalent:

The PMU opened two bank accounts, one with RMA for foreign currency (A/c No. 20771) 
and Bank of Bhutan for project LC (A/c No. 206.01/2026). 

7. Statement of Expenditure (SOE): procedures

SOE is prepared and submitted to the bank for replenishment of funds to the advance account 
maintained with RMA in accordance with the conditions of grant agreement and ADB guide-
lines.  




