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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 Phuentsholing Thromde and Regional Office, Department of 

Roads, Phuentsholing (PLC Account No.206.01/2025 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 Phuentsholing Thromde and 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 Phuentsholing Thromde and 

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 Thromde, Phuentsholing and 

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;

 The outstanding Public Works Advance (PWA) amounting to Nu. 20,866,376.00 as on 30

June 2019 was found adjusted during the financial year 2019-2020.

 The total expenditure reported for Northern Bypass Road (NBR) Package II was noted to

be Nu. 91.429,621.00 as on 30 June 2020, however, since the works were still under

progress, therefore the verification is to be taken up in the subsequent audit engagement.

(Penjor) 

Assistant Auditor General 

Date: 30/06/2021
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Notes on Audited Project Financial Statements 

 

1. Project Background 
 

The MoU for SASEC Road Connectivity Project was signed on 5th March 2014 with project 
dateline of Dec 2019. The Project shall be implemented by DoR under MoWHS and Phuent-
sholing Thromde . 

 

1.1 Project Detail: 

 

Name  - South Asia Sub-Regional Economic Corporation Road Connectivity  

   Project 

Project No. - 39225-03 

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 

 

 

 

The Works implemented by Phuenstholing Thromde are as mentioned below: 

1. A Mini dry Port in Phuenstholing and land customs station at Allay. 

2. About 2.7Km of by Pass road in Phuentsholing (works has been divided into 2 Parts) 

 

 

 



  
དཔལ་�ན་འ�ག་ག�ང་།ཞབས་ཏོགས་�ན་ཁག།ལམ་སེལ་ལས་�ངས། 

 Royal Government of Bhutan 
                                          Phuestholing Thromde 
                                        Post Box no.02,Pelkhil lam 

 

 

 
 
 

Details of Works and Contractors: 

1. Name of the Contarctor   -   M/s Marushin Shitaka Const Co Ltd,Japan.  
Cost  - Nu. 166,019,923.67 
Duration  - 20 months 
Start date  - 18.04.2017 
Work scope - Construction of Mini Dry Port at Phuenstholing 
 

2. Name of the contractor -M/s Marushin Shitaka Const Co Ltd & M/s Rigsar Const Co 
(JV)        Cost  - Nu. 198,408,767.00 
Duration  - 24 Months 
Start date  - 01.09. 2017 
Work scope - Construction of Northern bypass Road Package I 
. 
 

3. Name of the contractor - M/s Marushin Shitaka Const Co Ltd & M/s Rigsar Const Co 
(JV)   Cost  - Nu. 246,124,600.00 
Duration  - 30 Month 
Start Date  - 01.09 2017 
Work Scope - Construction of Northern bypass Road Package II 
 

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

ADB - 81% 
RGOB - 19% 

 
 
 
 
 
 
1 Benefits: 
Phuentsholing being Commercial hub of Bhutan, most of the imports enter Bhutan via Phuent-
sholing resulting in heavy traffic congestion within core city area (along with noise & dust 
pollution). 
 
With the completion of the project, heavy vehicles entering Phuentsholing will be diverted out 
of core city area thus resulting in less traffic congestion. 
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2. Project Accounting Policy 
 

This financial statement has been prepared as per the Public Finance Act 2007, Public Finance 
(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 (PLC), budgetary expenditure by cate-
gory/sub category for Project categories and advance accounts statements, statement of direct 
payments treated as grants in kind are developed based on cash flow basis of accounting and 
double entry accounting system. 

 

2.1 Fund Flow Mechanism 

 
• Advance account financing is recognized when the funds from the ADB is transmitted 

to the Foreign Currency Account (upon approval of Withdrawal Application submitted 
through CPD for replenishment) maintained 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. 

 

• 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  fund projec-
tions of the project submitted by consultant & Contractor.   
 

• The direct payment made to the foreign account are reflected as grants in kind in finan-
cial statements in order to capture actual cost of project.  
 

• 1 USD=Nu 73.00 approx. foreign currency transaction are translated into functional 
currency using the exchange rate prevailing at the date of transaction. 
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2.2 Nature of Expenditures: 

The Project expenditures stated in the financial statements is recognized on cash basis (when 
the payment is made to the contractors and consultants.   

3. Project Financial Statement:

The Project Financial Statement is being prepared by the Project Accountant dully signed by 
Project manager, Coordinator and project director.  

It has been prepared as per the Public Finance Act & Financial Rules and Regulation using 
ePEMS software. 


