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Imdependent auditors’ report

To the State Commitice on lnvm.tments and State Propcrty Managcmcnt of
the Hepublic of Tajikistun

We heve audited the acmmpanying special purpose financial statements of Wholesale Metering and
- Transmission Reinforcement Project (the “Praject”) financed by the Asinn Development Bank. (the

“ADR)Y Grant Agreement ADB 041 7-TANSE), which comprise the statement of Projest sourges and nyey
of fands and the statement of wees of fonds by Project activity as at and for the year ended 34 December
2017, a summsacy of ssembficant accoveting golicies and other explanatory notes.

Muanagement's responsibility for the financial statenmsents

Meanagement of the Project Manopement Uit for Blectro energy Sector State Batablishment (e “PMU”)
is sesponsible for the yrepasation axd fair prosentation of these special purpose financisl siafooments in
neeorlanes with the Tetermationaf Puldic Sector Acuonnting Standand (“TPSAS) Finaucial Reporting
Unnder the Caoh Basis of Accousfing issued by e hatensstionsl Public Seeier Accounting Stendards
Board (the IPSASB) of the International Federation of Accountants (IFAC), the ADB guidelings and the

“refevant cavenants specified in the Grant Agreement 0417-TAI(SE) dsted 27 January 2013 oxecuted

between the Republic of Tajikision and Asian Developnent Baok {ihe “ADB™) and for such internal
eoniro! s management determines is necessary o enable the pmpamﬁeu of ﬁmnwml staterents that are
free ﬂrmu wakerial misstateent, whether due fo fraud or eoor.

Auditors’ responsibility

O respongibility i to expregs an opinion on these special purpose financial statements of e Project
based on ow andit. We eonducted our o in. accordmnee with Tntemational Standunds on Auditing,
Thuse stamdards ragice that we comply with celevant effdcal reqrrcments nod plan sud pecform the audit
o obisin nessomsble asarmee wiather the frmcial statemenis are fee of ol misstabame.

An audit involves performing procedures o obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on ouwr judgement, including the assesgment of
the rigks of material misstatement of the financial stataments, whether doo to frawd or emar. ¥ msking

those tisk assessments, we consider igternal confrol relevant o the entity™s prepatafion aud fajr

presesiation of the finaocial statentents in order to design mwdit procedures fmk are appropriate in the
ciignmstances, ot not for the pupose of expressing an opiaien on the effectfiveress of the entity’s
internal control, An audit also includes evaluating the appropriateness of accounting prineiples vsed and
the reaspnableness of accounting estimates made by management, ag well as evalugting the overall
presentition of the financial striements, .

. We baliove it the audit evidepes we have ohtained i sofficiont and appreprste to gtmwd;z a basis for

ouy Dptinion, .

Chowdhury & Co

Soo e oy
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Opiluion

In our opinion, the statement of Project sonrces and uses of funds present fairly, in all materinl respects
thee nagh and bank balanges of the Project as at 31 December 2017 and the fonds received and m:;;anses
incaned for the period then ended i aceondznce with the TPSAS Financial Reporting Under the Cas

 Bemiv of dvcomraing, the ADB Guidelines sed e Graot Agresment 0417-TAXSE) deied 27 Janwry 201 5

executed between the Republic of Tajikistan and Asian Development Bank (the “ADB™).

We alsn vepoct that:

= ip o opinion the feads wers plttized for the purpotes desoribed in the Finmcing Agrecments
autee] memreed Project’s anonal s mllsams;

= no imprest account is maintained by the Project ag all payments are directly made by the Aszan
Development Bank (the “AD "} to the comcened supplier/comtracior;

» all pmyments ave directly made by the Asian Development Bank (ibe ﬁDB") to the concerned

suppliecfoontactor and heaa!:ez Batemwrt of Eapendipre (508) gmm is ot applicable to the
Peojeat;

« the procurement of goads, services and civil works have been made in accmclance w1th the
Financing Agreeinents and ADRs pr ocurament regulations; and

«  gerain eovenms spemﬁed m the Gt Ageement 0417-TANSE) ae divectly selated to the

- gpmcpkimg agemey Barks Thitk and extoresl to the Project, aocondingly e conld not a!:le 10
méﬁgm\xi&ami el thae woiplisnce of those covensmsnis,

o odhin Mﬁiﬁ&{'

'J ﬁu\‘« o SO TR 17 R ) "M.
M. Munjurul Hagsan, FCA ' Sabbir Ahmed, FCA

Partier and Team Leader Porter and Joint Team Leader

Dushanbe, 25 Jome 2018

Chowdhury & Co
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Asian Development Bank

Grant 0417-TAJ (SF)

Wholesale Metering and Transmission Remforcement Project
Special purpose Financial Statements

31 December 2017

Notes to the Special purpose financial statements

1 General Information

Wholesale -Metering and Transmission Reinforcement Project (the *Project™ is 1mplemented in
accordance with the Agreement on financing of Grant 0417-TAJ(SF) dated 27 January 2015 executed
between the Republic of Tajikistan and Asian Development Banl (the “ADB”).

The Project shall comprise the fqllowing activities;

(a) the installation of approximately 1,100 wholesale ‘meters and a settlement system for the power

transmission system in the territoty of the Recipient, Including approximately 1,100 current transformers
and 700 voltage transformers;

(b) the construction of a single circuit 22¢ kilovolt transmission line (approximately 95 kilometers)

interconnecting the Ru(laki and Ayni substations in the territory of the Reciplent; and

{c} auppolt for Project 1111p]cmcn‘rat10n, mc]udmg supervision, procurement, and project monitoring and
cvaludllon.

The Project is expected to be completed by 31 Octobet 2019,

The following categories of expenses can be paid at the expenses of ADB Grant exclusively for the
purpose of implementation of indicated types of activities (considering the re-allocation):

SL# Category ' : Allocated Grant | ADB's Percentage
Amount __of financing
- Ush %

Plant Design, Supply and .

1 | Installation Works - 40,500,000 100%
Consulting services ) 4,300,000 100%

3 | Unallocated/Contingencies 9,200,000 100%

Total : ' 54,000,000

In addition, as par the financing plan included in the RRP, Government of Tajikistan through Barki Tajik
has also agreed to finance USD 13 million towards the Project, This financing shall be primarily non-cash
in nature i.e. to compensate for VAT in relation to any supplies for the Project, -

The executlve agency of the Project. is the "Barki Tajik" State Joint Stock Holdmg Company, which is
responsible for general implementation and comdmatlon of the Project,

"Project Management Unit for Ellecuoenergy Sector" State Establishment (the "PMU") was founded to
énsure efficient use of ADB funds and timely implementation of the Grant Agreement 0417-TAJ(SF) in
accordance with the Decree of the Government of the Republic of Ta_|1k13tﬂﬂ {No 283 dated 30 June
2006).

Nuinber of staff has been recruited by the P;\fIU_for this Project is 5.

The special purpose financial statements of the Pr oject have been appraved on 25 June 2018 by the PMU
Dllectol arnd the Chlef Accountart,
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2. Significant Accounting policies

Basia of preparation

The special purpose financial statements of the Pnoject have been prepared in accordance with [PSAS
Financial Reporting Under the Cash Basis of Accounting and comply with the Asian Development Bank

Guidelines (“Project Financial Management and Analysis”) and the covenants of the Crant Agreement

0417 — TAJ (SF). These special purpose financial statements reflect the data for the year ended 31
December 2017, as well as cumulative data from the beginning of the Project until 31 December 2017.

Under this basis of accounting, financing is rccogmzed when received rather than when earned and

expenses are recognized when paid rather than when incurred. Expenses are resources directed for the =

payment of works, goods and services, recognized in the financial statements in the period when they are
paid.

Financing
Disbursement procedures consist of four major types, described briefly as the

e direct payment procedure where the ADB, at the bormwer s request, pays a designated
beneficiary;

*  commitment procedure where the ADB, at the borrower's request, provides an irrevocable
undertaking to reimburse a commetgial banlk for payments made or to be made to a supplier
against the letter of credit financed from the loan account;

* reimbursement procedure where the ADB pays from the account to the borrower’s account or, in
some cases, to the project account for eligible expenditures which have been incurred and pald
for by the Project out of its budget allocalmn on its own resourees, and

o imprest fund procedure where the ADB makes an advance disbursement from the grant account

for deposit to an iniprest account to be used exclusively of ADB’s share of eligible expenditures.

Financing through the direct payments and commitment procgdure is recogmzecl when approved by the

'ADB. The financing through reimbursement and imprest fund procedures is recogmzed when the funds

are actually received,

The amounts of Government { mincing are recognized as such and included in the special purpose
financial statements when the funds are transmitted to the Project Current account (the “Government
fi nancmg account™),

Expenses

Consistent with the cash basis of accounting, the Ploject expenses are recognized and included in the
special purpose financial statements when the payment is actually made to suppliers of goods, works
and/or services as opposed to when goods are received/ services are rendered.

R i e
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Functional and presentation currency

Somoni is the national currency of the Républic of Tajikistan. The special purpose financial statements of
the Project are presented in USD (presentation currency) and rounded to the-nearest integer of USD, ~

Income and expenses denominated in Somoni are converted into USD applying the exchange rate set out

by the National Bank of Tajikistan on the date of the transaction, .

Account balances denominated In Somoni are converted into USD applying the exchange rate set out by

the Natlonal Bank of Tajikistan at the reporting date. As of 31 December 2017 the exchange rate is

8.8190 Somoni for 1 USD (2016: 7.8762: 1 USD), :
3. “Taxation
According to the Grant Agreement, the grant amount should not be used fo pay any taxes and duties,

In accordarice with the Republic of Tajikistan Government decres No., 497 dated 1 November 2066, the
Project {5 exempted from the value added tax payment. '

- The PMU pays the sovial tax to the Social Fuad of Tajikistah at the rate of 25% from wages out of the fimds

provided by the Government for its employees. The PMU also deduct from the payment of salarles for the
locally hired employees individual incoms taxes and social contributions in accordance with the requirements
and rates stated by the Tax Code of the Republic of Tajikistan. ‘

4, Tixed Asgets

Fixed assets of the project include office equipment, vehicles and futmiture procured for project _

implementation. Cost of fixed assets includes the cost of procurement and other related expendilures.

Dug to the cash basis of accounting, the fixed assets procured under the Project are measured on the basis -

of cost of procutement and reflected in the special purpose financial statement s expendituses instoad of
capitalization in balance sheet. The record of fixed assets is maintained in inventory register,

Coﬁsidering non-cominercial status of the praject and cash basis of accounting, depréciation for the fixed
assets is not accrued. However, since starting of the Project no fixed assets have been purchased yet.

3. Cash and Bank Balances

This amount represents cash received against the sale of tender schedule during the year ended 31

December 2017, which has been kept in the consolidated bank account of the Project Management Unit
as the Project does not have a separate bank account,

As at 31 December 2017 As at 31 Decomber 2016

InUSD  InSomoni [n USD In Samond

4

Tender Accounts 11,803 104091 11,803 92,963

Total 11,803 104,091 11,803 92,963
7
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6. Financing

6.1 ADB Financing

For the year ended 31 Cumglative as
December 2017 at 31 lz)gfgmber
: USD usn
ADB Grant 0417 — TAJ (SF)
Direet payments - 14,671,252 23,201,061
Total ' 14,671,252 23,201,061
The summary of ADB grant financed throu.gh withdrawal applications during thé year is presented in the
following table: ' ' .
' _ For the year
Withdrawn Application Number ended 31
: December 2017

A0008 ' . 594,636

ADOO% © 235,966

AD010 466,329 |

ADOIT 500,090

ADD12Z 2,129,001

AQD13 214,142

A0014 | 308,009 |

AQO15 , | 3,395,224

AlO0lé : .' _65{),298

A0OOLT S 2,926,945

ADO18 349,390
A0019 k 387,111

ADO20 2,423,872

Total | Mz

6.2 " Oiber Proceeds

This represents the sale of tender documents for project implementation,

8
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1, Use of Funds

e LRl W @ L@ LF: B2l

Categorics Actual " Budget Variance
Asat3l Asaé3l As at 31
For the year | December | Forthe year | December | For the year December
2017 2017 2017

All in USD :
Contract 13,221,318} 20,437,883 10,200,000 18,299,000 |  (3,021,318) {2,138,883)
(turnkey) : , _ _
Consulting 1,449,934 2,763,178 800,000 3,247,568 {649,934) 484,390
Services : :
Unallocated - - - - - -

Total 14,671,252 23,201,061 11,000,000 21,546,568 |  (3,671,252) (1,654,493)

It represenly expenses incurred for production of tender documents and publishing adverlisements.

7.2 Ofher expenscs

8. Reconciliation between thé amounis withdrawn applicaiion made and divect disbursed
by the ADB for the year ended 31 December 2017

Categories Appli?;catmn ADB PMU Difference
- Usn Ush Uusp
Congnlting Services

AQGO9 - 235,966 235,966 -
AQ01L0 | 466,529 466,529 -
ADO14 398,049 398,049 -
A0018 349,390 349,390

Sub Total 1,449,934 | 1,449,934 -
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Contract (inrnkey)
AD0DS 594,636 | 594,636
A00T1 500,090 | 500,000
ootz | AT, 106001
A0O13 204,142 | 214,142
a001s| 3305204 ) 3395224
A0O16 650,298 | 650,298 -
A0017 2,026945 | 2,926,945 |
A0019 | 87010 | 387,111
B A0020 2423872 | 3,042,385 618,513 *
A0021 -1 618513 618,513 4
Sub Total B221318 | 14458344 | 1,237,026
Total 14,671,252 | 15008278 | 1,237,026

* Although these applications were submitted by the PMU on 18 December 2017, but funds were

disbursed in 2018,

10
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9. Project Implementation

As of 31 December 2017, 43% of the Project has been implemented in the framework of the Grant
Agreement, The Project expenses by categories (In percentage) are presented in the table below:

] -Budgeted Pré'ec "
Expensces ag at | Budgetas al | expenses Total Proiect | Tuzplem gnta tion
Categorics 31 December | 31 Decomber | “as at 31 otal Froject | Linpleme
Budget as at 31
2017 2017 December 201
2017 December 2017
Ush USD In % UsD In %
Plant Design, N o .
Supply and 20,437,883 18,299,000 112% 40,500,000 50%
Installation Works
Consulting 263,178 | ST | gse, 4,300,000 64%
Services
Unatlocated
TFofal 23201061 | 21,546,568 108% 54,000,000 43%
11




