Audited Project Financial Statements

Project Number: 43319-022
Loan/Grant Number: 2931/0313/0314
Period covered: 1 October 2015 to 31 December 2016

LAO: Greater Mekong Subregion East-West
Economic Corridor Towns Development Project

Prepared by Ministry of Public Works and Transport

For the Asian Development Bank
Date received by ADB: 9 June 2017

The audited project financial statements are documents owned by the borrower. The views expressed
herein do not necessarily represent those of ADB’s Board of Directors, Management, or staff. These
documents are made publicly available in accordance with ADB’s Public Communications Policy 2011 and
as agreed between ADB and the Ministry of Public Works and Transport.



LAO PEOPLE’S DEMOCRATIC REPULIC
VIENTIANE

Greater Mekhong Subregion East-West Economic Corridor
Towns Development Project

ADE Loan No. 2931-Lao(SF) and ADB Grant No.0313-Lao(SF)

AUDIT’S REPORT FOR THE PERIOD FROM
1°T OCTOBER 2015 UP TO 315" DECEMBER 2016

June7" 2017



CONTENS Pages

1 AUDITOR’S REPORT 2015-2016 AND THREE

MONTHS ADDITTIONAL =2
2 LETTER CERTIFICATE 3
3 NOTES TO THE FINANCIAL STATEMENTS 20152016 i
AND THREE MONTHS ADDITTIONAL )
MANAGEMENT 1ETTER 15.23
5 THE FINANCIAL STATEMENTS 2015-2016
AND THREE 24-34

MONTHS ADDITTIONAL



Lan Peaple’s Democratie Republic
Peace Independence Democraey Linity Prosperily

206
Ceatral Regional Aadit Oreanization Noie . ) JERATS -_-'i_'ié|
Phonie: (121 265 632 Vientiane, Date ) 5 Uy
Fas: 201 265 632 JUN 2017

AUDITOR'S EEPORT
(VUngualhified)

To: The Projeet Management Greater Mekong Subregion East-West Economic
Corridor Towns Development Projeet.

We have audited the accompanying lnancial statements of receipts and payments,
slatcment of expenditure, slatements of disbursements and attached documents of ADDB [und for
the peried ended 31 December 2016.

These Lnaneial stalements made available to us are the responsibility of the management
af The Greater Mekong Subregion East-West Economic Corridor Towns Development
Project in aceordunce wilh the accounting pelicies. The responsibility includes: desiening,
nmplementing, maintaining internal control relevant o the preparation and lair presentation of
the financial stulements thal are [ree [rom materinl misstatement. After that, responsible to
wlecting and applying appropriate accounting policies,

Cur responsibility is to express an opinion on these financial statements based on our
audit Iimdmgs, We conducted vur audit in aceordance with generally accepted on State Auditing
standards of Lao PDR. Those standards require that we plan and perform an aadit to obtain
reasonable assurance aboul whether the nancial statements are free of material misstatement.
An audit includes examining on a test basis, evidence supporting the amounts and disclosure i
e lnaneial statements. An audit also includes assessing the accounting principles used and
significant estimates made by project Management, as well as evaluating the cverall fAnancis!
slalezment presentalion. We believe that our audit provides a reasonable basis for pur opinion,

Gualilication expressed by the Central Regional Audit Organization:

A, The linaneial stalements present fairly in oll piatznal respects the finoncial position of
tae Greiar Mekong Subregion East-West Econec e Cerridor Vowns Devels pment Project
w5 of Devember 31" 2016 and expenditures of the pocjeet for the year then ended in accordines
with aceounting principles adopted by the government ol the Tao PODE;

5

ti. The Greater Mekong Subregion FEast-West Eeonomie Corridor Towns Developiasat
Projeet has utilized in all material respeets all proceeds ol the loan and grant only Lor purposes
of the project, in accordance with the loan and grant agrecments, and no proceeds of the loan ind sk
arant have been ulilived lor other purposes: and '



(.. The Greater Mckong Subregion Fast-West Economic Corridor Towns Development
Project has complied in material respects with all financial covenants of the loan agreement
number 2931-Lao (5T) and arant agreement numiber 0313-Lao (SF).

D. The sccompanying Stalement of Imprest Accounts for loan and grant aives a true and Fair
view ol the balance of Imprest Accounts as at 31" December 2016 and the Proicet’s receipts and
disbursements via the Imprest Accounts for the years ended 31" December 2016 in aceordance
with the relevant covenants of the loan gnd erant agreements and relevant regulations established
by 1he Asian Development Bank,

E. The loan and prunt withdrawals were reconeiled to the Statement of Cxpenditures (50OEs}
were adequately supporied and are eligible for financing ender the loan and grant agreements of the
I'roject.

President

Central Regional Audit Organization
o

A 'mu;_, g
o

L

Mr.Amphayvanh PHANTHAVONG



Lao’s People Democratic Republic

Peace Independence Democracy Unity Prosperity

Savannakhet Province

Department of Public Works and Transport

Greater Mekhong Subreglon EAST-WEST Econarnic Carridor

Towns Development Project

ADB Loan No. 2531-Lao (5F)/Grant No, 0313-Lag (5F)

{Grant No. 0314-Lao {UEIF), GOL. No: §164 GMSEWECSK
Date: g .ﬂf At Jolg

To: Audit team of the Greater Mekong Subregion East-West Economic Corridor
Towns Development Project, ADB Lead No. 2931- LAO, Grant No. 0313- LAO and Grant No.
0314- LAD.

In connection with your examination of the financial statments of the Greater Mekong
Subregion East-West Economic Corridor Towns Development Project for the fiscal year 3015-
2016 and three months additional and for the year ended, these financial statements are the
responsibility of the project management, we hereby confirm the following representations
made by us to your during the examination.

1. We are responsible for the accounting system of the project, including the system of
internal control and the production of the annual financial statements.

2. The financial statement present fairly, in all material respects, the financial position of
the Greater Mekong Subregion East-West Economic Corridor Towns Development Project for
the fiscal year 2015-2016 and three months additional (01/10/2015-31/12/2016) and the
expenditures of the praject for the year ended in on 31/12/2016 accordance with accounting
principles adopted by the government of Loa PDR.

3. All the transections for the year ended 31/12/2106 have been property reflected in
the financial statements.

4. No event has occurred subsequent to the balance sheet date that requires adjustment
to the financial statements.

5. We have made available to you all books and records of the praject.

6. All goods and services acquired with project funds have been used exclusively for
project proposes, and no project funds have been used for any other purposes.

7. We have complied with all the financial covenant of the load and grant agreements
and with all the financial provisions of rules and regulations pronounced by the government of
L.ao POR

8. There is na llen on any assets of the project.

Yours truly,
Chief Accountant




b
g
Lao’s People Democratic Republic
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Mote to the Financial Statament

of Greater Mekong Subregion East-West Economic Corridor

Towns Development Project for the fiscal year 2015-2016 and three months additional.

. References

With reference to the Audit Law Mo, 09/8A, dated 11 November 20156;

- With reference to Laws, decrees and regulations ta Laa PDR znd Donor;

- With reference o Grant Agreement ADB Lozn Mo, 2821, ADBE Grant Mo, 0313 and
Grant 0314 dated 04 Decembear 20172;

- Pursuant to the operation plan by the Centrzl Regional Audit Crzznization for the
fiscal year 2017,

- Basing on the Dacision of Prasident Mo, 194/SA0, dated 20 February 2017 regarding
formation of 2 team of auditors for the Greater Mekong SuzRegions East -Wlest

Ecanomic Corridor Towns Develapment Project 2015-2016;

1. Administrative Site, Purposes, Praject Structure and Regulatary Guidelines

l. Project Headguarter

The Mszskong SubRegions East-West Economic Corridor Towns Devzlonment Froject iy
under administrative structure of Department of Punlic Works and Transportation of Szannzlba

Province, Telephone: 041 215 332, and Fax: 041 215 332,

2. The project objective are as followseel:

The pricrities are based on standards that were discussed during the meeting of the partiag thers
include:
1. Toimprove infrastructure ard developing the econamy of the Savannakhet Frovince becarnz 3
ceater of trade and investments attraction under GMS east west ecanomic corridor towns:
2, Strategy local economy development plans [SLEDP] are adosted and implemented in Kaisun‘,&f&
Phomyihanh , Phine and Dansavanh;



3, Prigrity urban infrastructure investment are implemented ;

4, Developing capacity of institution agencies and to strengthened Tor future manapement .
3. Funding sources

Total Project budget approved on Octobre 24, 2005 =47, 738,000.00 uss, which a2
- Asian Development Banl (ADB) Loan = 26,600,000.00 USS
- Asian Development Bank (ADB) Grant
- UFPF

14,230,000.00 USS

£38,000.00 USS

- Lao Governmant Contribution Fund

6,270,000.00 USS

4. Lenght of Operation

The duration of the project is 05 years, starting on 2013 until 2018 and extension to

30/6/2019,

5. Regulatory Guidelines

- Mekong SubRepions East West Economic Corridor Towns Development Project used
doulile entry bookkeeping in accordance to Prolect Accocunting manual. Projoct transactions were
recorded in English with two currencies: National currency (Lao kig) and USD used as a
reference to report the donor, yearly gccount was implemented on the budger fiscal year and 3
months through;

» Accounting code for each activity and category of project expenditurse such as: loan
account, grant account, government contribution account, saving account and expenditure by
categary. There was the stafl whao responsible For records all the transaction inlo the accounting
saftware basa on the supporting document;

+ Summarization and preparing of the financial statements are made on month and yearly
basis;

» The bidding, construction, maintenance were implemented the Primae Minisia's decree of
povernment procurement of goods, works, maintenance and services number 03/200, datse
January 09" 2004 and regulations of the Asian Development Bank that presaribed in the Grantm

Aurapmenl.

I
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111. The Financial Statements for fiscal year 2015-2016 and three months additional

1. The first Generation Imprest-Acount (A1 5521

a. The first Generation Imprest-Acount of Loan No. 2931

1} For the fiscel year 2015-2016

The balance of the project’s imprest-account at 17 Oclober 2015 way U55 7.735,22 The
tortal receipts deposited inte the imprest-account during the fiscal year 2013-2016 under review

amaunied o USS 774.663,65 The total payments made from the lmprest-account under T-:."JiE'-.-‘;ﬁe



amounted to USS 554.818,76 The imprest-account Balance at 3p™ Septemoer 2010 was USS
227.580,11.

2} For three months additional

The balance of the project’s imprest-account at 1Y October 2016 was USS 227.580,11.
The total receipts deposited intn the imprest-account during three months additional undzr
review amounted to USS 261.533,69. The twotal payments made from the Imprest-aceaun: under
roview amounted to USS 205.153,90. The imprest-account Balance at 31% December 2016 was

US5 283.959,60.

b. The first Generalion Imprest-Acount of Grant No. 0313

1) For the fiscel year 2015-2016

The balance of the project's imprest-account at 1" October 2015 was US5 100,413,93 The
tatal receipts deposited into the imprest-account during the fiscal year 2015-2016 under review
amounted to USS 195.586,07 The total payments made from the Imprest-account under raview
ampunled Lo USS 47.832,79 The imprest-account Balance at 30" September 2016 was USS
248.167,21.

2] For three months additional

The balance of the project’s imprest-account at 1* October 2016 was USS 248.167,21 The
total receipts deposited into the imprest-account during three months additional under review
amounted to USS 00.00. The tetal payments made from the |mprest-account under review
amounted to USS 78.231,71. The imprest-account Balance at 31" December 2016 was LI5S
169,935,50,

2. Project’s Sccond gencration Tmprest-acconnt 5522

a. Project’s Second sencration Imprest-account of Loan No. 2931 (5522.01)

1) For the fiscel year 2015-2016

The halance of the project’s sub-account at 1% October 2015 was USS 387,52, The total
receipts depaosited into the Sub-account during the fiscal year 2015-2016 under review smount 20
o USS 202.308.55. The total payments made from the Sub-account under review amounted o
USS 199.255,49. The sub-account Balance at 307 Septemper 2016 was USS5 J.4:H), 58,

2) For three months additional

The balance of the project’s sub-account at 1% October 2016 was US$ 3.440,58. The total

receipts deposited into the Sub-account during three months additional under review amcunrecll%



to USS 660.004,01. The total payments made from the Sub-account under review amounted ta USS
G6.692,09, The sub-account Balance 2t 31" December 2016 was LSS 285250,

b. Project’s Second ceneration Imprest-necount of Grant No. 0313 (5522.02)

1) For the fiscel year 2015-2016

e balance of the project’s sub-aceount at 17 October 2015 was LSS 24,484 50, [he total
receipts deposited into the Sub-account during the fiscal year 2015-2016 undear review amounted
to USS 27.437,81. The tatal paymants made from the Sub-account under review ameounied 1o USS
33.096,85, The sub-account Balance at 30" September 2016 was USS 18.845,46.

2) For three months additional

The balance of the project’s sub-account at 1 October 2016 was USS 18.845,46. The total
receipts deposited into the Sub-account during three months additional under review amounted
to USs 20,094,110, The total payments made from the Sub-account under review amounted to USS
1.095,10. The sub-account Balance at 31" December 2016 was USS 24.999,00).

3, The Project Petty Cash (5711)

a. The project’s Petty Cash at the project Management unit (PMU 5711.01)

1) For the fiscel year 2015-2016

The balance of the project’s petty cash at 1% October 2015 was US5 141,25, The tatal
receipts into the petty cash during the fiscal year 2015-2016 under review zmounted to USS
38.595,16, The total payments made from the pelty cash under review amounted to USS

th

38.438,60. The sub-account Balance at 30 September 2016 was USS 287,15,

2) For three months additional

The balance of the project’s petty cash at 1” October 2016 was USS 287,15, The total
receipts into the petty cash during three months additional under review amountad to USS 14.033,70.
The total payments made from the petty cash under review amounted to USS 14.212,32, The sub-
account Balance at 31" December 2016 was USS 108,09,

b, The project’'s Petty Cash at the project implemeantation [PIT Eaison 5711.02}%

1) For the fiscel year 2015-2016

The balance of the project’s petty cash at 1% October 2015 was USS 1.230,58. Tha total
receipts into the petty cash during the fiscal vear 2015-2016 under reviow amountad to USS
2.632,51. The total payments made fram the petty cash under review amounted to USS 2.?1?,53.@’_
The sub-account Balance at 30™ September 2016 was USS 1.135,46.



2} For three months sdditional

Tha balance of the project's petty ceshat 1% Oclober 2016 was USS 1.135,46, The total
receints into the petty cash during rthree months additional under reviaw amounted o USS 763,58, The
total paymerts made from the petty cash uncer review emounled to USS 1,013,589, The sub-
account Balarce at 31" December 2016 was USS 885,15,

. The project’s Petty Cash at the project implementation (PIT Phine 5711.03)

1) For the fiscel year 2015-2016

The balance of the project’s petty cash at 1** Qctober 2015 was USS 1.235,72. The tetal
receipls into the petty cash during the fiscal year 2015-2018 under review amcunted to USS
5.530,19. The total payments made from the petty cash under review amounted to USS 6.074,28.
The sub-account Balance at 30" September 2016 was US5 693,16.

2) For three months additional

Ihe balance of the project’s petty cash at 1% October 2016 was USS 693,16. The total
receipts into the petty cash during three months additional under review amounted 1o USS
1. 714,65, Thetotal payments made Mram the_perty cash under review amounted 1o USS 1,669 88,
The sub-account Balance at 31" December 2015 was USS 737,53,

d. The project’s Petty Cash at the project implementation {PIT Scpon 5711.04)

1) Forthe fiscel year 2015-2016

The balance of the project’s netty cash at 1% October 2015 was USS$ 1.230,35, The total
receipts into the petty cash during the fiscal year 2015-2014 under review amounted to USS
7.280,75. The total payments made from tha petty cash under review amounted to USS 7.959,15.
The sub-account Balance at 307 September 2016 was USS$ 552,22,

2) For three manths additional

The bhalance of the project’s petty cash at 1% October 2016 was USS 552,22, Tha total
receipts into the petty cash during three months additicnal under review amounted to USS
1.340,25. The total payments made fram the petty cash under review amounted to USS 1.439,12.
The sub-account Balznce at 31" December 2016 was LSS 453,35,

. The ptoject’s Petty Cash at the project Cooperative Unit [PCL 5711.05)

1) For the fiscel vear 2015-2016

The balance of the project’s petty cash st 1% October 2015 was USS 1.229,03. The total
receipts into the petty cash during the fiscal year 2015-2016 under review amounted to USS
7.237,95. The total payments made from the petty cash under roview amounted to USS 8.33?,63.1&,

The sub-account Balance at 30" September 2016 was USS 129,35,



2} Far three months additional

The balance of the project’s petty cash at 1™ QOctober 2016 was US$ 1.135,46. The total
receipts into the petiy cash during three months additional under review amounted to USs 763,58, The
total payments made from the petty cash under review amounted to USS 1.013,89, The sub-

account Balance at 31™

December 2016 was USS 885,15,
¢. The project’'s Petty Cash at the project implementation {PIT Phine 5711.03)

1} For the fiscel year 2015-2016

The balance of the project’s petty cash at 1% October 2015 was USS$ 1.235,22. The total
receipts into the petty cash during the fiscal year 2015-2016 under review amounted to USS
£.530,19, The total payments made from the petty cash under review amounted to USS 6.074,38.
The sub-account Balance at 30" September 2016 was USS 693,16.

2} For three months additional

The balance of the project's petty cash at 1™ October 2016 was US$ 693,16, The total
receipts into the petty cash during three months additional under review amounted to USS
1.714,65. The total payments made from the petty cash under review amountad to USS 1.669,88.
The sub-account Balance at 31" December 2016 was US$ 737,93,

d. The project’s Petty Cash at the project implementation (PIT Sepon 5711.04)

1} For the fiscel year 2015-2016

The balance of the project’s petty cash at 1% October 2015 was USS 1.230,36. The total
receipts into the petty cash during the fiscal year 2015-2016 under review amounted to USS
7.280,75. The total payments made from the petty cash under review amounted to USS 7.959,16.

The sub-account Balance at 30™ September 2016 was USS 552,22,

2) For three months additional

The balance of the project's petty cash at 1% October 2016 was US$ 552,22, The total
receipts into the petty cash during three months additional under review amounted to USS
1.340,25. The total payments made from the petty cash under review amounted to USS 1.439,12.
The sub-account Balance at 31" December 2016 was USS 453,35,

e. The project’'s Petty Cash at the project Cooperative Unit (PCU 5711.05)

1) For the fiscel year 2015-2016

The balance of the project’s petty cash at 1% October 2015 was USS 1,229,03. The total
receipls into the petty cash during the fiscal year 2015-2016 under review amounted to USS
7.237,95. The total payments made from the petty cash under review amounted to USS 333?153%

The sub-account Balance at 30" Seplember 2016 was USS 129,35,



2) For three months additional

The balance of the project’s petiy cash at 1% October 2016 was USS 129,35, The total

receipts into the petty cash during three months additional under review amounted to USS

2.567,13, The total payments made from the petty cash under review amounted to USS 2.263,71.

The sub-account Balance at 31" December 2016 was USS 432,77,

4. Lao Government Contribution Fund

The amount show in the account as lao Government Contribution for fiscal year 2015-2016

amounted to US5 61.881,12 Which is Contributed for in Cast Such as: Resetllement and social

Safeguard (Category D)

5. Expenditures

1. The total paymoent made by the Greater Wekeng subregion East-West Economic

Corridor Towns Development Project during fiscal year 2015-2016 under review amounted USS

1.158.891,08 of which were paid for the following categories:

USS Currency
Actual expenses
Category Title of category
cade ADE Loan | ADB Grant | UFPF | Beneficiaries  TOTAL
Mo, 2931 Mo, 0313

i) Civil works 316.515,00 | 153.436,50 | ] 4?0.(].‘:'1,5’.]_

4§ Fruipment 17.048,50 17.048.50
€| Training - B2.937,55 | 46.652,37 125.583,92 |

[ Resettlerment and Safegaurc - El.ﬂﬁl,ﬂ!-j_ El_EEI,iq:

E Recurrent Adminlstrative Cost 210.024,56 210.024,56

F Consulting Services 186.945,76 | 66,247,539 - 253.193,35
Interest During Implementation | 17.597,56 il ] 17.597,56 |

Total 814.12043 | 283.384 96 :61.881.19 1.159.386,58

2. The total payment made by the Greater Mekong subregion East-West Economic
Corridor Towns Development Project during three months additional under review amounted to
US55 500.710,19 of which were paid for the following categories:

' | Actual expenses
| Category Title of category l
| code | ADELoan | ADB Grant | UFPF | Beneficiaries TOTAL
| No.2931 | No.0313 |
A Clvil works 144.820,00 | 77.980,00 | | z22.800,00]]
B | kquipment 370,55 ’ i 370,55 |
L Training :
[ Resettlernent and Safegzurd
E Recurrent Administrative Cost | 60.258,04 | - B0.258,04
F | Consulting Services ) 139145, 40 78.136,20 | 217.281 60
Interest During implementation ' - al
Total 344.593 96 | 15611620 | DO.0D 00.00 500.710,19




6, Direct Payment:

a. Loan No. #2931
1) For the fiscel year 2015-2016

The total direct payment made by ADB for the fiscal year 2015-2016 amounted to USS
577.202,68 which paid for civil works amounted to USS 316.615,00, paid for consulting service
amounted to USS 66.908,05, paid for training amounted to USS 48.859,18 and Interest During
Implementation amounted to USS 17.597,56.

2) For three months additional

The total direct payment made by ADE for three months additional amounted to USS

144.820,00 which all paid for civil worls,
b. Grant No. 0313

1) For the fiscel year 2015-2016

The total direct payment made by ADB for the fiscal yvear 2015-2016 amounted to USS
313.584,32 which paid for civil works amounted to USS 153.416,50, paid for consulting service
amounted to USS 37.636,20, paid for training amounted to  USS 27.483,30 and Equipment
amounted Lo USS 17.048,50.

2) For three months additional

The tota! direct payment made by ADB for three menths additional amounted to U55!“;;
77.980,00 which all paid for civil works.

.
1=



Financial Statement

The Greater Mekhong Subregion East west Economic Corridor Towns Development Project

ADB Loan Mo. 2931, Grant. No.0313 and No. 0314

Statement of Cash Receipts and Payments

For the Period From 1 Ccetober 2015 to 31 December 2016

i Liscription MNotes 12/31/2016 9/30/2015 Cumultative
CASH RECEIPTS 2,006,463.09 | 2,415215.09 |  4,421,678.18
E vrinment Fund 114 61,881.19 99,999.36 161,880.55
e T {lfe |_1,944581.90 | 2,315215.73 | _ 4,259.797.63
A Direct payment | | 57720268 86251536 | 1,439.718.04
:*’;: o | 1759756 | 1001340 |  27.610.96
 imprestaccount || 103619734 6365208 | 167271942
”;;r;.t""?r)irect payment I ?1?584 32 '''''' 43516489 ----------- 393?4921
No. 0313 | Imprestaccount B 3:»1{&[:16}613" ©321,000.00
[ F:F,- . - . - I [ —— Sl I i s
c‘*her .................................................... s s i :
CASH PAYMENTS B | w.s | 166009677 | 2,277,02721| 3,937,223.98
A Civill waork £692,851.50 - 692,851.50
e Equpment | | 1741908 "".E{zié's'a' 87 440,382.92
[: Trammg o RN R L 1:2-9-539,92 35898 4';1- 166,488.37
) D .|r'|'~.-’:‘.]!FL':I.I1‘l;.::I"'|.I' Hnsotélement ) o 61,831 1‘3.% _@_fi ‘399 36. 161,880.55
& Recurrent Administrative Cost | | 270,282.60 |  235.190.33 505,472.93
""" F Consultingservices | |  470,474.95| 1,472,061.80| 1,942,536.75
© Interest During Implementation | |  17,597.56|  10,013.40 27,610.96
{ sh Receipts Less Cash Payments 346,366.32 138,087.88 484,454.20
Add: EFDrcign Exchange Difference - .
' """""‘Net Change InCash | | 34636632 | 138,087.88 | 484,454.20
Onening Cash Balances 138,087.88 = 128,087.88
] Loan Eh’ﬂp|'|as1:—a::|:r:nrun‘t ]]‘[13 7, 73522 - 7,735,22
0. 9534 | Suhaccount .............................. “[ 2 p i 38?‘52 .............................. S
W Elr‘n prest-account n] 1. b 100,413.583 =




Grant
Mo, 0313

Sub-account

tPetty Cash

24,484 .50

-"5,[}66.?;‘-1""""
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Management Letter

To: The project management of the Greater Mekong Sub-region East West Economic

Corridor Towns Development Project.

Re: Report on audit lindings of the Greater Mekong Sub-region East West Economic

Corridor Towns Development Project, ADB loan No: 2931 EAC={SErand grantMo0313 _—
LAD-(5F) far the fiscal year 2015-2016 and three monlhs additional as of December 317,

2016,

The audit team conducts an audit the project implementation in the fiscal year 2015-2016
and three months additional ended at December 21%, 2016. In addition, the audit toam reviews
the previous year's commendations, of which observes that there are some goodness,
weakness, implications ahout internal control system, financial, accounting system and relevant
issues, The audit team made some recommendations and solutions to the project management

inorder to improve weaknessin the near future, the details are following:

1. Audit findings on the project’'s implementation for the fiscal year 2015-2016 re

1. Accounting system

1.1. Project Accounting Manual

A, Goodness

.'I 'l
i



The project has project’s accounting manual or financial management manual (FIMIM],
the said manual defines accounting’s code, template, flowchart of autharization and fund

replenishment process etc....
B. Weakness

In the fiscal year 2015-2016, the project improved the new code of accounting, but the
accounting manual did not amend the said new coede in accordance with the accounting

program (ACCPACG.1).

C. Implications
The accounting unit of the project will face difficulty an implementation its work.

D. Recommendations

To implement the accounting/finance work correct as ectual, the project management
should hnue_ to amend some content of the accounting manual in order that reference for the
recording, information supply, internal control and accounting summarization and to comply

with article 25 of the law on accounting, No: 47/NA, dated December 26”’, 2013,

Management response: Agree to improve as the recommendation of audit team,.

1.2, First Generation Imprest Account (FGIA]

A. Goodness

The Greater Mekong Sub-region East West Econemic Corridor Towns Development
Project has journal book on FGIA, the said hook recarded receipts and expenditures. The
transactions respectively classified, summarized by month, year and periodically replenished

fund into the FGIA.
B. Weakness

The replanishment fund into the first generation imprest account delayed, this result to
low ending balance such as on March 2016 amounted to US dollar 2.821,33 in comparison toy

the initial ceiling at amaount of US dollar 360.000,00 or equivalent ta 1,16%.

C. Implications



The activities implementation of the project may not be smooth and may not achieve as

planned.

D. Recommendotions

In order to assure the activities implementation of the project achieves os planned, the
project monagement should have to coordinate with donor on process of fund replenishment
into the profect’s account us fast as possible. to agvoid the low ending bolance of the FGIA. The
reason is to comply with clause €, article 11 of the ODA instruction No: 2065/MOF, dated
Nevember 017 2010.

Management response: Agree to improve as the recommendations of audit team.

1.3. Fixed assets

A, Goodness

The project has register on project’s fixed assets of which indicated code of assets,

entry dated, quantities, price of assets and sector of using.
B, Weakness

The project did not record some project’s fixed assets into the project’s register such as
9 units of vehicle amounted to 692.851,50 US dollar, rubbizsh bin amounted to 17.048, 50 US
dollar. Moreover, at the end of year the project did not conduct physical counting on fixed

assets.

C. Implications

The project’s fixed assets as shown in the register did not correct as actual and the

project’s fixed assets may lose.

D. Recommendotigns

In erder to avoid lesing fixed assets af the prafect, to assure long use and use of fixed
assets meets with project’s purpose. The project manogement should have to give advices to

the staff responsible for project’s fixed assets to record afl transactions of assets into they



assets’ register in completeness in compliance to the clause 2 article 38 of the law on

accounting (amended version), No: 47/NA, dated December 26", 2013.
Management response: Agree to improve as the recommendations of audit team.

2. Category of Expenditure

2.1. Consulting Services

A, Goodness

The project received the services from consuitants in order to support activities and to
improve the capacity building the human resources of the project. The project paid for the
consultant services by direct payment and each disbursement attached complete set of

documents in compliance to the rule and regulation.
B. Weakness

The project disbursed fund to the consultant services at total mount of US dollar
470.238,35. The percentage of loan paid to the Consulting Services was 58% and 32% was for

grant,

C. Implications
The interest amount from loan may increase and it would affect to the project’s
budget on the use into the project’s activities as per prescribed planned;
- The activities implementation of the project may face difficulty.

D. Recommendations

To ensure the project’s activities follow as planned, the project should have to dishurse
fund for the consulting services as per prescribed percentage in the loan ond grant
agreement, dated December -!'.!”’, 2012. The project needs to coordinate with the donor to
amend the disbursement percentage in compliance to the rule and regulation of donor and to
implement accurately as actual. In addition, the occounting recording should accurately

implement as per actual transaction incurred in compliance to the clause 05, article 17 of thel%'r

law on accounting, No: 47/NA, dated December 26”‘, 2013,

Management's response: Agree to improve as the recommendations of audit team.




2.2. Training/Workshop

4. Goodness

The project organized related trainings in order to develop the human resource of the
project to understand about performance of work that they implemented. The project has
ledger on training. The said ledger recorded transactions incurred, summarized in detailed and

had complete set of supporting documents on training expenditure.
B. Weakness

The training payment amounted to 166.488,37 US dollar, in this amount 64% paid from
loan and 35% from grant, the audit team noted that the percentage of payment did not comply
as per prescribed in the Project Administration Manual (PAM) such as the percentage payment

of loan is 52% and the percentage payment of grant is 38%.

C. Implications
T - The interest tate of loan-will-increase-and-the budget allocations for-loan-will not
enough as planned.
- The activities implementation of the project faces difficulties,

0. Recommenddtions

To ensure activities implementation of the project meet with planned, the project
management should hove to disburse Training cotegory ds per prescribed percentage in the
pPAM dated December 4", 2012. The project must closely communicate with the donor in
order that amend the percentage of payment to be correct as per prescribed rule of the donor
and actual implementation. Maoreover, the accounting recording should have to implement
aecurately as actual transaction incurred and in compliance to clouse 5, article 17 of the !awm_

on accounting, No: 47/NA, dated December 26", 2013,

Management response: Agree to improve as the recommendations of audit team.

2.3. Civil Works

B, Goodness




The project had register an civil work, the transactions for civil work recorded,
summarized by month, quarter and year and the disbursement on civil work had complete set

of supporting documents.

BE. Weakness

Through the audit on civil works amounted to 222.800,00 US dollar, the audit team
noted that the project procured vacuum truck {public clean vehicle) of which did not include in

civil wark and did not have procurement plan in the PANM, but ADB approved on procurement,

C. Implications
- The activities implementation of the project faces difficulties,
- The fund allocation to the Civil Work is not enough as per initial planned.

D. Recommendaticns

To assure the octivities of the project implement as planned, the project
management should strictly implement project’s activities as planned dated September 2013,
If there is necessity on the implementation, the project should review the plan and amend in
accordance with the article 59 of the law on state budget, No: 71/NA, dated December 26"’,

2015.

Management response: Agree to improve as the recommendations of audit team,

Il. Review the previous year recommendations of audit team

2.1. Improvement to the previous year recommendations of audit team

The management of the Greater Mekong Sub-region East West Economic Corridor Towns
Development Project paid attention to improve as per previous year recommendations of audit
team from the State Audit Organization of Lac P.D.R as following:

1.  The project improves as the recommendations of audit team as the unbzlance amount
of 10.000 US dollar enters in the financial statement in completeness.

2 The unbalance at amount of 22.697,08 US dellar in the journal book of loan and the
semi-monthly statement of ADB improves as the figure shown in the accumulate amount as atjg

December 317, 2016,



3. The project improves as recommendations of audit team as the 33 units of fixed assets
4t amount of 73.500.000 LAK equivalent to 9.187,50 US dollar records into the register of
project’s fixed assets.

4. The project prepares and summarizes budget by each source of fund and by monthly,

quarterly and yearly,

2.2. No improvement to the previous year recommendations of audit team

in parallel with the improvement peints as the recommendations of audit team, the
Greater Mekong Sub-region East West Economic Corridor Towns Development Project did not

improve as per previous year recommendations of SAD as following:

1. The project did not summarize and prepare financial statements by each source of fund.

A. Clause

Because the staffs responsible for finance/accounting do net understand about financial

reports and accounting summarization.

B. Implicaticns

- The project may not be able to oversight and may not compare the figure of each source
of fund used.
The project may not evaluate on the use of each source of fund into each activities of
the project.

. Recommendations

To be reference on the activities implementation of the project, the project
monagement needs to extend budget plan of each source of fund in details and the project
should have to prepare budget plar by month, quarter and year. {n oddition, the project
should have to give advices to the staff responsible for finance/accounting to prepore
financial statements in each source of fund in compliance to the clause 4.14, form 12 of thel[ﬂi—

project accounting system manual, No: 1013/MOF, dated March 26", 1998.

Management response: Agree to improve as the recommendations of audit team.




2. The procurement on vehicle at amount of 38.000,00 US dollar used 100% fund from
loan, the audit team noted that the did not comply with prescribed percentage in the PAM such
as for loan is 57% and grant is 33%.

A. Clause

Because of PAM did not amend and the project management should have to amend as

per compliance to the actual implementation of the project.

B. Implications

The interest rate from loan will increase and the budget for loan may not enough for the

project’s activities as initial planned.
C. Recommendations

In order to assure the activities implementation af the project achieves effectiveness
and efficiency. The fund disbursement of each category of expenditure needs to strictly follow

to the prescribed percentage in the PAM dated 2013.

Management response: Agree to improve as the recommendations of audit team. To

this issue the project will propose to higher level and the donor in order to find way for

splutions.

3. The fund replenishment to the FGIA delayed, this resulted to low ending balance in
some months as mentioned in the 1.2 of | of this management letter.

4. The payment amounted to 873.577,60 US dollar to the Consulting Services, in this
amount 68,35% paid from loan fund and 31,65% from grant fund, the audit team noted that the
percentage of payment by each source of fund did not comply with PAM as such 58% for loan
and 48% for grant. The detailed information, the audit team mentioned in the 2.1 of | of this

management letter.

Il. Conclusion

In gencral, the management system of the Greater Mekong Sub-region East West Economic

Corridor Towns Development Project, ADB Loan no: 2931-LACO (5F), grant Mo: 0313-LAO (5F) and

o

Lao Government Contribution Fund has implemented according to guidelines of the Lao PDR, ¢,

E



government and that of the funder, with fully attached documents. In any case, in order that the
strict enforcement of internal control to improve and optimize the project operational objectives,
with efficiency and effectiveness, the project management needs a close oversight and adherence
to the recommendations as cited above,

President of the
Central Reg]onal Audit Organization
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