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Dear sir

Please find attached herewith the Audited Project Financial Statement of JFPR 9180
NEP: Disaster Risk Reduction and Livelihood Restoration for Earthquake Affected
Communities Project (MOF Part) for the Fiscal Year 2074/75 (NFY 2017/18) as
mentioned in the Grant agreement.

With best regards,

Yours Sincerely

Bhim Prasad Regmi
Under Secretary (Accounts)
Ministry of Finance
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INDEPENDENT AUDITOR'S REPORT

The Secretary
Ministry of Finance
Singh Durbar, Kathmandu

Report on the Financial Statements

We have audited the accompanying Project Financial Statements including Statement of Advance Account of the
“Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected Communities” financed by JFPR
Grant No: 9180-NEP as at 16 July 2018 (32 Ashad, 2075) and for the year then ended and a summary of
accounting policics and other explanatory notes.

Management's Responsibility for Financial Statements

Management is responsible for the preparation and fair presentation of the Financial Statements in accordance
with the Government of Nepal (GON) accounting policies and relevant practices. This responsibility includes:
designing, implementing and maintaining internal control relevant to preparation and fair presentation of project
financial statements that are free from material misstatement, whether due to fraud and error.

Auditor's Responsibility

Our responsibility is to cxpress an opinion on these Project Financial Statements based on our audit. We
conducted our audit in accordance with the INTOSAI (International Organisation of Supreme Audit Institutions)
Fundamental Auditing Principles. Those Principles require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of matcrial misstatement of the financial stalements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of cxpressing an opinion on the effectivencss of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policics used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

Management letter highlighting areas for improving financial management is including compliance with financial
covenant is attached herewith.

In our opinion, the Project Financial Statements including Advance Account, in all material respeets, give a truc
and fair view of the financial position of the "Disaster Risk Reduction and Livelihood Restoration for Earthquake-
Affected Communitics” as of 16July 2018(32 Ashad, 2075), and of the results of its operations and its cash flows
for the year then ended in accordance with GON accounting policies. We also report that funds provided under

JFPR Grant No: 9180-NEP have been utilized for intended purposes.
(Ramu Prasad Dotel)

Deputy Auditor General
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Ministry of Finance
Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected
Communities
JFPR GRANT No: 9180 NEP

Notes to Project Financial Statement: Accounting Policy and Explanatory Notes
1.Project Background

The Disaster Risk Reduction and Livelihood Restoration for Earthquake Affected
Communities project {the Project) supports the Government of Nepal (the government) to
accelerate recovery and reconstruction following the devastating earthquake on 25 April
2015 and major aftershock on 12 May 2015. The Project will support model disaster resilient
schools, microcredit for livelihood restoration and disaster risk reduction capacity building.

The Project shall comprise three components:

Components 1: Schools in Poorer and Severely Affected Districts Constructed or Rebuilt as
Model Disaster Resilient Schools;Rebuild and retrofit at least 14 model schools that are in
line with school reconstruction plans to disaster resilient standards and equipped with ICT
equipment, science laboratories and improved learning space.

Component 2: Microcredit Facility for Livelihood Restoration Provided to Small Farmer
Cooperative Members. Provision of microcredit to at least 12,500 affected households to
restore damages from the earthquake. The multipurpose microcredit may be used to: (i)
revive microenterprises, (ii) restore livestock, agriculture activities, and other means of
livelihood, and (iii) cover essential expenses during recovery period.

Component 3: Strengthening the Disaster Risk Management Capacity of the Affected
Communities. Provision of training on disaster resilient construction and disaster risk
management planning. Consulting services are provided to support the above activities

Output 1: Schools in poorer and severely affected districts constructed or rebuilt as modetl
disaster resilient schools. This will rebuild or retrofit at least 14 model schools (e.g., year 1-
12 senior secondary schools) with disaster resilient standards in line with the government's
school reconstruction plans and to be equipped with ICT equipment, science laboratories
and improved learning space, furniture, and amenities. The component will be implemented
using the same implementation arrangements as the Earthquake Emergency Assistance

—

Project (EEAP). -

There shall be no overlaps between EEAP and the Project locations, while covering the 14
most affected districts. The output will have a strong linkage to disaster risk reduction
capacity building (Output 3) to make the model schools serve as local learning centers for
disaster risk reduction.

Output 2: Microcredit facility for livelihood restoration provided to small farmer cooperative
(SFC) members. This will provide microcredit to approximately 12,500 affected households
to restore damages from the earthquake. The microcredit will have flexible purposes to meet
various needs of affected households and could finance (i) reviving microenterprises; (ii)

an



restoring livestock, agricultural activities, and other means of livelihood: and (ii) essential
expenses during the recovering period such as food. Microcredit will be channeled through
the networks of small farmers cooperatives (SFCs) affiliated under Small Farmers
Development Bank (SFDB). SFCs are member-owned and member-governed cooperatives
with small and poor farmers as members. SFDB has 85 SFCs in the affected districts with
the total 150,000 member households.

Using the grant proceeds, the government provides a loan to SFDB. SFDB on-lends the loan
to SFCs and SFCs relend to its members. Microcredit will be provided in the same areas for
the model schools. SFC members' networks will also be utilized to provide training on
disaster-resilient construction, and community-based disaster risk management (Output 3).

Output 3: Disaster risk management capacity of the affected communities strengthened.
The component will conduct training programs on disaster resilient construction and disaster
risk management. The disaster resilient construction training will adopt the training of trainer
methodologies in which trained masons and carpenters will conduct community level
training.

The Project will also support disaster risk management trainings for the setilements
associated with the concerned community schools, including maintenance of school
buildings, as potential evacuation centers in the event of disasters. The Project will prepare
community- based disaster risk management plans for the individual school areas, and train
teachers, education administrators, school management committee members and village
development committee members, selected at the local level,

Financing Plan

| Source Amount ($ million) | Share of Total (%)

| Japan Fund for Poverty Reduction (JFPR) 15.0 | 84.0
Government of Nepal 1.3 i 8.0
Small Farmers Development Bank - 1.5 | 8.0
Total = T 178 1000

The grant agreement was signed between MOF and ADB on 8 December 2015 for Grant
amount of USD15 million and the Grant was made effective from 8 January 2016. The

Project is expected to be completed by 30 September 2018 and the Grant closing date is 31
March 2019.

—

Of the total JFPRsupport of US$ 15.0 million, US$ 7.5 million is for component 1 to be spent
through Ministry of Education and remaining US$ 7.5 million is for component 2 and 3 to be
spent through Ministry of Finance.

2. Statement of Compliance

Project Financial Statements have been prepared in accordance withAudit Guide of Project
FinancialStatementsissued by Office of the Auditor General, Nepal in 2015; Financial
Procedural Act an Rules of GON and GON Accounting Guideline 2016 issued by FCGO

/



3. Basic of Accounting

The project has maintained accounts on a cash basis of accounting and double entry
accounting systems.

3. Fund Flow mechanism

After the annual program is approved by the parliament, based on the Line Ministry Budget
Information System (LMBIS) annual program, the concerned District Treasury Controller
Office (DTCO) release the budget under Treasury Single Account System for GON fund. A
subsidiary agreement has been signed between MOF and SFDB to manage the credit fund.
MOF had transferred the amount from Advance Account (USD) in installment basis to Small
Farmer Development Bank's account to implement the project activities. Fee to consultants
working in MOF was paid by MOF directly from Advance Account. Further, for the expenses
in training and capacity development incurred by SFDB, MOF directly reimburse the eligible
expenditures. The budget head has been approved under Fiscal budget head under MOF.
There is separate subsidiary Loan agreement between MOF and SFDB for fund flow
mechanism.

4. Advances

Advances are treated as expenditure. There are no any outstanding advances at the end of
the FY.

5. Sources and Application

Project Financial Statement (Main sheet) reflects the figures as Source and Application.
GON fund, ADB grant, and Advance account replenishable amount are the main sources of
the project. Category wise total expenditure are shown in the Application. Expenditure heads
are grouped in the respective donor's category as per Note-1.

6. Previous Year and Cumulative up to the Current FY .

The Project Financial Statement shows previous year column to show only the comparison
between current year and previous year's data

Similarly, Cumulative up to the gurrent FY is shown for cumulative purpose by a-ading
cumulative up to previous year and current year's data.

7. Recognition of Project Expenditure Value Date
Actual date of financial transaction (cheque issue date) is considered as value date for the
expenditure done by the project in Nepalese Currency. Similarly, expenditure made from

Advance Account (USD), amount transferred date as per Nepal Rastra Bank's statement is
considered.

Jor”



8. Exchange Rate Applicable

Buying rate (exchange rate) as per Nepal Rastra Bank is applied for the unspent balance
(USD) in the advance account at the end date of FY to convert it in Nepalese rupees.

9. mprest Account is Replaced by Advance account

As per Loan Disbursement Handbook 2017, ‘Imprest Account' is replaced by the name
"Advance Account'. Since, there is no implication in the financial accounting and reporting

system. Project Financial Statements are updated accordingly with the name of 'Advance
Account'.

10. Reporting Currency

The reporting currency is in Nepalese Rupees - NRs. (currency of Nepal). Financial
statements for projects financed under JFPR grant is reported showing USD currencies of
financed in Note-3.

11, Foreign currency transactions

An Advance Account of US$6.0million was established in Nepal Rastra Bank, Banking
Office, Thapathali, Kathmandu for Small Farmer Development Bank (SFDB) component.
Advance account is replenished / liquidated as per Loan Disbursement Handbook 2017. This
account is operated by MOF.FCGO releases the amount to SFDB on installment basis and
the same amount is reimbursed to the FCGO's account from Advance account.

12. Nepalese Fiscal Year

FY2017/18 commenced from 16 July 2017 and ended on 16 July 2018. The figures
mentioned in this Project Financial Statement are within this reporting period

13. Component covered

This project financial statement covers the expenditure of MOF portion only (including
Advance A/C) . Other implementing agencies (1As) Small Farmer Development Bank (SFDB)
and Ministry of Education/Central Level Project Implementing Unit (CLPIU) will submit
separate project financial statement of FY 2017/18 under JFPR 9180 NEP.

14, Intended purpose
The Grant has been used exclusively for the intended.purpose of the project.

15. Date of authorization:

These financial statements have been authorized for issue by the Ministry of Finance,
Singhdurbar, Kathmandu,on 23 December 2018,

Qs ‘
Bhiri Prasad Regmi Uttar Kumar Khatri

Under Secretary (Account) Joint Secretary/Project Director

a7 T ——
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Government of Nepal
Ministry of Finance

Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected Communities

JFPR9180 NEP (MOF Component}
Project Financial Statement
FY 201712018(NFY 20T4/75)

From 16 July 2017 10 16 July 2018

Amount in NRs

Note Previous Year Current Year Cumulative up to current year
Sources
GON Fund 2 - 2,911,237.00 2,911,237.00
GON Reimbursable Fund 2 - -
ADB Grant 3 259,278 000 00 255,978,143 58 515,256,143 58
Advance Account Replenishable 4 336083768 00 | (232 674,607 58) 103,420,769.77
Sub-Total (A) §95,371,768.00 26,214,773.00 621,588,150.35
Advance Account Initial Deposit 4 {260,907,302 72} {253, 511,525.13) 129,321,172.15
Exchange Gain/Loss 4 4,875 709 93 (128,848.73) 1,386,869 61
Sub total (B} {256,031,592.79) {253,640,371.86) 130,708,041.76
Total (A+B) 339,340,175.21 {227,425,600.86) 752,296,192.11
Application
Consulting services 1 833,155 00 7.776,790.00 8,609,945.00
Equipments and supplies 1 s .
Capacity Building and training 1 603861300 18 437,983.00 24,476,596.00
Credi line 1 588,500,000 00 - 588,500,000.00
Civil works i - - g
Bank commission charge 1 - 1.608.35
Sub-Total{A) 5§95,371,768.00 26,214,772.00 621,588,150.35
Advance Account Balance 4 (592,125,360 79) (20,965,766 27) 27,287,272.00
Ouistanding Repltenishment 4 336 093,768 00 (232,674 6807 58) 103,420,769 77-
Sub Total (B) (256,031,592.79) (253,640,373.86) 130,708,041.76
Total (A+B) 339,340,175.21 (227,425,600._86) 752,296,192.11

Separate Project Financial Statement will be submitled by Smaft F.

Implementing Unit under JFFR Grant 9180 NEP

{Bhim Frasad Regmi)
Under Secretary {Account)
MOF

Surva Pifisad Gautaum

Financial Comptroller General

r Development Bank and Ministry of Educalion, Ceniral Level Project

(Or. Rajan Khanal)
Secretary
Mimstry of Finance

@ﬂgp}
ad Dotel)

{Ramu Pr.
Deputy Audior General
Office of the Auditor General

“os Yor Gner®




Ministry of Finance
Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected Communities (MOF Component)
JFPR9180 NEP

Notes: 1

The project has maintained accounts as per the GON accounting system, thal is on cash basis All disbursements

including advances are trealed as expenditures. The project accounts has been compiled from GON accounting records.

Amount in NRs

Budget Item [Budget Expenditure!/ Category Previous year Current year Cumulativ;:;io Current
A |Consuiting services- 3101
Consultant 833,155 00 4,027,558.00 4,860,713 00
Consultant - 3,749,232.00 3,749,232 00
Sub Total 833,155.00 7,776,790.00 8,609,945.00
B |Equipment and supplies- 3602
Equipments - -
Furniture -
Sub-Total . - .
C |Capacity Building and training -3801
Training 6,036,613 00 18,084,010 50 24,122 623 50
Training and workshop - 363,972 50 353,972 50
Sub-Total 6,038,613.00 18,437,983.00 24,476,596.00
D. |Civil works
Cwil works
E |[Credit Line
31111)Loan Invesiment 586,500,000 00 588,500.000 00
Bank commission Charge 1.609 35
Sub-Total] 588,500,000.00 - 568,501,609.35
Grand Total |  §95,371,768.00 26,214,773.00 621,588,150.35

b=

(Bhim Prasad Regrmi)
1der Secretary {Account)
MOF

{Uttar Kumar Khairi)

Project Directgr/Joint Secretary

e —————




Ministry of Finance
Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected Communities
JFPR 9180 {(MOF Component)

Notes 2: GON Fund and Reimbursable Fund

Amount in NRs

Particulars

Previous
Year

Current Year

Cumulative up to
current year

A. Budget Release

GON fund

2,911,237.00

2,911,237.00

GON Reimbursable fund

Total (A)

2,911,237.00

2,911,237.00

w

-

ess

i) Unspent Balance- GoN Fund

iiy Unspent Balance- ADB Reimbursable

Less

Reimbursed to Ka-7-717

i) Reimbursed by ADB

i} Transferred from Adavnce Account

Total (B)

Total Fund (A-B)

2,911,237.00

2,911,237.00

C - GON Fund

Sub total GON Fund (i)

2,911,237.00

2,911,237.00

GON Reimbursable Fund

Sub total GON Reimbursable Fund (ji)

Total Fund (i+ii)

2,911,237.00

2,911,237.00

G

{Bhim 5rasad Regmi)
Under Secretary (Account)
MOF

r
(Utlar"k- mar Khatri)

Project Directgr/Joint Secretary
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Minsistry of Finance

Disaster Risk Reduction and Livelihood Restoration for Earthquake-Affected Communities

JFPRS180 NEP

Memorendum of Advance Account

Note-4
Advance Account No:1201000/001.044.840 {(Nepal Rastra Bank, Thapathali Kathmandu)
Description Equivalent NRs. usD
A [Balance of Imprest A/C as at 16 July 2018 as per bank 27,287,272.00 249,563.49

statement (Exchange rate USD 1 = NRS109.34)
B |Qustanding Replenishment of Previous Year

Fund Transfer lo GON Central A/C - -

Payment made from Advance account 336,095,377 35 3,099,091.11

Sub-total 336,095,377.36 3,099,091.11

C |Disbursement during 2017/18

Fund Transfer to GON Central A/C - -

Payment made from Advance account 23,303,536 00 219,550 24

Sub-total 23,303,536.00 219,560.24

D |Replenishment during 2017118

Fund Transfer to GON Central A/C -

Payment made from Advance account - -

Sub-total
E |Liquidation during 2017/18
Fund Transfer to GON Central A/C - -
Payment made from Advance account 255.978,143.58 2,362.862.57
Sub-total 255,978,143.58 2,362,862.57
E [Outstanding Replenishment as at 18July 2018
Fund Transfer to GON Central A/C - -
Payment made from Advance account 103.420.769 77 955,778.78
Sub-total 103,420,769.77 955,778.78
F | Exchange gainfloss (A+E-G) 1,386,869 61 -
Sub-total
G |Advance Account Initial Deposit {15 June 2016) Exchange 382,832,697.28 3,568,204.84
Rate USD 1= NRs107.29
Less: Liquidation as of 2016117
Less: Liquidation as of 2017/18 253,511,525.14 2,362,862.57
Net Initial deposit 129,321,172.15 1,205,342.27

USD15.00 Is the bank commission charge of the correspondant Bank at the time of initial advance. USD15.00 is deficit in the
bank balance. Which is shown as outstanding replenishment.

L

T
(Bhim Prasad Regmi) tar Kumar Khalri)
Under Secretary (Account) Project Dirdctor/Joint Secretary

MOF MOF
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MINISTRY OF FINANCE MINISTRY OF PINANCE

STATEMENT OF ACCOUNT

&S AT 3 16.07.18

CURRENT hCTOURT _

NUMBER :  1201000/001.04~ 922 -

Disazter Risk Reduction Livelibood = -

™ UHITED STATES DOLLARS ISSUED OH : 06.94.75 PAGE 1 =

DATE DESCRIPT i ON VALUE DATE DERIT CREDIT BANANCE HEF .
OPENING BALANCE PER : 01.04.74 . 469.113,%3

AR PALSR. 2074475, CHA KD, 557 DATED 201274 1.21.161.45 143.4949.78 i MBIGA rdad

vy PA.SA. DT4/72, CHA . NO 625 230175 20 115,26 123.834 0/ SERTE R ELE

RO BhH.Sh. 074775, CHA NGO 62% 23917 315,26 323 480G LT P s Y

T60375 #074/7°15, CHA.NO Al 260175 54.433,67, - A5G 085, 0 10T Judad e

i3 2014775, CHA NO di%. UMD 2¢isf03/? 280305 146,99 HS8L9AH, L2 b U U r IR

R Ty 2694775, CHA NO. A2C UKIUED AS ~ost 80308 9.1%4,6) S Lk NN ® b G
BALANCE IN YOUR FAVOUR 249.563,49
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BASIC DATA | | GRANT SUMMARIES CONTRACTS COMMITMENT LETTERS DISBURSEMENTS ADVANCES

£2 Track Applications E Paid and Posted B Paid 3 pending B Rejected £J Disbursement Details

Nepal ¥ 9180-NEP v
GRANT ID -
Grant Number: 9180 Country: Nepal
. DISASTER RISK REDUCTION & LIVELJHD R
Grant Title: RSTRTION 4 EARTHQUAKE-AFFECTED Comm | Related Loan:
2""12‘::::“’“' US$ 15,000,000.00 Grant Status: . lActive
Revised Total .
Af:u pheir o US$ 15,000,000.00 Project Number: 4920201
Grant Type: 1 Related TAs:
‘ Delegated Disbursement N
Indicator:
Executing Agency | Ministry of Finance v
Category All Categories v Value Date
From: |1 ¥ ||Jlanuary ¥ 1990 Y
Fund All Funds ¥ To: 16 ¥ [y v | 2018 ¥ Go
As of 23 Dec 2018
EA
W/l::pl. cp Tral::actuon Appl. Amount Amount Paid US$ Equivalent | Fund | Vvalue Date
00002 us$ 2,431,795,16] NRS 259,278,000.00 2,431,795.16 46 10 Jan 2017
00003 uss 2,362,862.57| NRS 255,978,143,58 2,362,862.57 46 22 Feb 2018
A0002 uss 123,579.46] NRS 12,684,452.00 123,579.46 46 21 Sep 2017
AGDD3 uss 336,951.67] NRS 34,443,200.00 336,951.67 46 28 Sep 2017
A0004 NRS 34,355,200.00] NRS 34,355,200.00 335,113.83 46 22 Dec 2017
ADDOS NRS 40,396,312.06] NRS 40,396,312.06 388,276.73 46 28 Mar 2018
ADDDG NRS 24,553,603.68] NRS 24,553,603.68 236,069.64 46 12 Apr 2018
AD007 NRS 53,036,799.21| NRS 53,036,799.21 492, 834,68 46 11 May 2018
AQOOB 13043 NRS 37,350,207.85| NRS 37,350,207.85 342,524.19 46 28 Jun 2018
TOTAL 7,050,007.93
ADB
Contract No. | Contract Amount | Amount Paid | US$% Equivalent | Fund Value Date
-t No record exists.
Advances
¥
Withdrawal CP Transaction Amount
Contract No. Appl. No. No. paid/(Liquidated) US$ Equivalent Fund Value Date
No record exIsts,
GRAND TOTAL | 7,050,007.93 |
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The information on this site is provided for ease of reference only and does not replace or alter any information
in official reports and statements of Asian Development Bank (ADB). ADB does not provide warranty of any kind
and accepts no rdsponsibility for its accuracy or for any consequences of its use.
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