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Report on the Financial Statements

We have audited the accompanying Project Financial Statement, Memorandum of Advance Account and Staternent
of Expenditures (SOE) of the Disaster Resilience of Schools Project {DRSP) financed by ADB Loan No 3702-
NER{COL) and ACR Grant (601/0602-MEP as at 16 July 201% (31 Ashadh, 2076) and for the year then ended and a
summary of accounting policies and other explanatory notes.

Managemeni’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 respensibility includes: designing,
implementing and maintaining intermal control relevant to preparation and fair presentation of financial statements
that are free from material misslatement, whether dus to fravd and ermor.

Auditor’s Responsibility

O responsibility is to express an opinion on these Project Financial Statements based on our audit. We conducted i
our audit in accordance with INTOSAL (International Organization of Supreme Audit Institutions) Fundamental
Auditing Principles, Those Principles require that we plan and perform the audit to obtain reasonable assurance
aheut 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
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal conmel velevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are approptiate in the circumstances, but not for the purpose of 5
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting pelicies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

YWe belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
optnion.

Opinion

Management letter highlighting areas for improving financial management is attached herewith.

In our opinion, the Project Financial Statement, including Memorandum of Advance Account and SOEs, in zll
material respects, give a true and fair view of the financial position of the Disaster Resilience of Schoels Project
{DRSP) as of 16 July 2019 {31 Ashadh, 2076), 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 ADBE Loan
Mo 3702-NEP{COL} and ADB Grant 0601/0602-NEP has been utilized for intended purposes.

In addition, with respect Statement of Expenditures {SOE) (a) adequatz supporting documenlation has been
maintained to support tlaims to ADB for reimbursement of expenditure incurred; and (b) ¢ diture are eligible for
financing under the above mentioned ADB LoanfGrants. &ﬁﬁ ]/i

Babu Ram Gautam)

Deputy Auditor General

email ; cagnep@nic.net.np, info@oag.gov.np Web Page: www.oagnep.gov.np




National Reconstruction Authority
Central Level Project Implementing Unit {(Education)

Disaster Resilience of Schools Project
ADB Loan No.3702-NEP (COL) and ADB Grant 0601/0602 NEP

Notes to the Project financial statements-Accounting policies and explanatory notes

1. Preject Background

The project aims to improve disaster resilience of school infrastructure and communities in 3
provinces of Nepal. The project will support school infrastructure investments, disaster risk
management and institutional strengthening. More specifically, it will upgrade 174 distinct schools
through either recanstructing or retrofitting their damaged buildings. 154 will be secondary education
schools (74 up to grade 10 and 80 up to grade 12} and 20 feeder basic education schools (Up to
grade 8). 70% of them wil! be in rural areas and 30% in urban areas and collectively they will provide
a safe learning environment to 64,300 students of which 33,600 will be girls,

The project builds on and expands ADB's on-going emergency reconstruction support to be
completed in 31 December 2019, It will also contribute to achieving results-based lending program'’s
school reconstruction targets and complement efforts to improve guality of school education, access
lo education and school management. The preparation of gender sensitive and inclusive planning
and education program will complement the retrofitting and reconstruction efforts. The disaster risk
management (DRM) action plan wiil be informed by the Comprehensive School Safety Framework
{CS55F), and a gap assessment of activilies to be covered by other development pariners and

interagency coordination.

Project Outputs. The three expected project outputs are: (1) heavily damaged schools reconstructed
and improved; {2) unsafe schools refrofitted and disaster risk reduced; and {3) institutional capacity
for disaster resilience strengthened

The project is estimated to cost $198.88 million, which includes ADB loan USD148 88 million and a
grant not exceeding $10.00 million. GON fund will bear USD35.0 million and Clean Energy Fund

USD5.0 miliion.

The loan and grants were signed on 20 November 2018. ADB Loan and ADB Grants {0601/0602)
have been declared effective on 11 December 2018,

The project is expected to be compieted on 30 September 2022. The lnan and grant closing date is
31 March 2023.

2. Project Management Agreament

The National Reconstruction Authonty (NRA) is the executing agency. Cenfral Level Project
Implementation Unit [CLPIU (Educalion}] at the central level is the implementing agency. There are
district level project implementing units for the implementation of the activities in the district level.
The project is supported by the consultant team and the project is implemented in the 14 districts.




The National Reconstructron Authanty (NRA) will be the execuling agency until December 2021
when its mandate ends, the Ministry of Education, Science and Tachnology (MOEST) will then
aszume the rale, There is also a project steering committee chawed by NRA Secretary.

3. Statement of Compliance

Project Financial Statemenlis have been prepared in accordance with Audit Guide of Project
Financial Stafements issued by Oice of the Auditor General, Nepal in 2015; Financial Procedural
Act an Rules of GON and GON Accounting Guideline 2016 issued by FCGO.

4. Basic of Accounting

The Project has maintained accounts acceording to the Government of Nepal, Government
Accounting standards on 8 cash basis of accounting and double entry accounting systems.

5. Fund Flow NMechanism

After the annual budget 1s approved by the parliament, the MOF issues authonzation letter to the
Cffice of the Prime Ministers and Council of Ministers (OPMCM) and OPMCM issues the
authorization letfer fo National Reconstruction Authority {MRA) and NRA issues the authorization
letter to CLPIU. GON Fund and GON reimbursable fund is recaived from the GON through Treasury
Single Account (TSA) system. All the annual programs are reflected in the Line Ministries Budget
Information System (LMBIS) and updated accordingly as per the need. CLP{U-Education
consolidates the statement of expenditures and submits the Withdrawal Applications to ADB for

raimbursementreplenishment.

Advance Account has been established at Nepal Rastra Bank in US$. Advance Account is managed
in accordance with ADB's Loan Disbursement Handbook 2017 and as per the provision specified in

the lcan or grant agreéement.
&. Advances
Advances are treated as expenditure

7. Sources and Application

Project Financial Staterment {Main sheet) reflects the figures as Source and Application, GON func
GON reimbursable fund, ADB's loan/grant and Advance account replenishable amount are the mai
sources of the project. Category wise total expenditure are shown in the Application. GON expenditur
keads are grouped in the respective donor's cateqgory as per Note-T of the project financial statement.

8. Previous Year fCumulative up to the current FY

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

Similarly, Cumulative up {o the current FY is shown for cumulative purpose by adding cumulative up
to previous year and current year's data.




8. 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. For direct payment,

donor's valua dafe is considered.

10. Exchange Rate Applicabie

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 rupess.

11. Nepalese Fiscal Year

FY20r18/19 started from 17 July 2018 and ended on 16 July 2019, The figures mentioned in this
Project Financial Statement are within this reparting period.

12. Reporting Currency

The reporting currency is in Nepalese Rupees- NRs. Financial statements for projact financed under
ADB loan are separately reported showing currencies of financed in USD in Note 3 of the project

financial statement.
13 intended Purpose

The Loan and grant have been used exclusively for the intended purpose of the project.

14. Date of Authorization

These financial statements have been autharized for issue by the Central Level Project
Implementing Unit {Education) Kathmandu on 5 January 2020,

" (Gyanendra Ojha)
Chief Account Controller Project Director
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Disaster Resilience of Schools Project
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Memorandum of Advance Account

Mote-d

Y 207576 (2R18719}

Budget Head: 118013714

In "SNP

Mote

Destriplich

Equivalent NPR.

Arnount in USD

Balance of Advance A/C as at 16 July 2019 az NREB Bank Stalemeant
{Exchange Rate 1 US0 = NPR 10235 )

56,845, 75080

143500282

CHestanding Replenishable as at 16 July ZDME&

Fund Trangler o GOM Cendral Assmount

Dvrect Paymant frorm Advance accownt

Sub Tatal

Disbhursemant During 201819

Fund Transfer to GON Cenbral Accound

1,220, 340,157 00

10,853,422 51

Dirged Payment from Advance Acoolnt

£.964.821 80

83,734.81

Sub Total

1,227,204,958.89

11,046,164 42

Replentshment Daring 201813

Fund Transfer to GON Gantral Account

1,209,000, DG 36

10,881,257 .24

Direct Payment frgm sdvance accodnl

Sub Total

1,209,000,075.38

10,884,257.24

Ehquidation During 201 7H8

Fung Tranafer ta GON Cenlral Accoud

Payrmand made from Advance account

Sub Total

Oulstanding Replenishment as at 16 July 2014 bc-d-a}

Furd Transfar lo GON Central Account

11,340, 100,61

102, 47227

Payment made frarm ddvancs accounl

6,964 B21.39

62,734 51

Sun Tolat

18, 304,522,50

164,307 18

Exchange gainflogy [a+f-h= Gain

(17,728,328 .70}

Sub-totat

Advance Account Inillal Depagit -30 Dec 2018 |Exchanga Rade W30 1=

|MFR 171.61}

B92,880,000.04
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Disaster Resilience of 5chool Projact {DRSP)
ADB Loan Mo, 3702
Financial Covenants
FY 2018/19 {FY 2075/7E)
Para | Description - - o Complied Falehy Mot On
vomplied | yet Zoing
due

Section 4.01 In the carrying cut of the Project and Qperation On
of the project facilities, the borrower shall perform, or going
caused to be perfarmed, all obligations set forth in schedule
4 to this loan agreement.

Section 4.02 The borrowar shall enable ADB's ' on
represantatives to inspect the praject, the goods and works, going
and arty relevant records and documents

Section 4.03. a) The borrower shall {i} maintain separate | Complied y i
accounts and record for the project; (i) prepare annual
financial statements for the project in accordance with
financial reporting standards acceptable to ADB; {iii} have
such financial statements audited annually by independent
auditors whose qualifications, experience and terms of
reference are acceptable to ADB, in accordance with
auditing standards acceptable to ADB; {iv) as part of each
such audit, have the auditor prepare a reporis, which
includes the auditar's opinian(s) on the financial statements
and the use of lean praceeds, and a management [etter
fwhich sets out the deficiencies and the in the internal
contral of the project that were identified in the course of
the audit, if any); and (v} furnish to ADB, no later than &
months after the end of the each fiscal year, copies of such
audited financial statement, zudit report and management
letter, allin the English language, and such other infarmation
concerning these document and the audit thereof as ADB
shall from time to time reasonzbly reguest.

Section 4.03. b) ADB shall disclose the annual audited ‘Not
financial statements for the project and the apinion of yat
the auditors on the financial statements for the project due
and the opinion of the auditors on the financial
statements within 14 days of the date of ADB's
confirmation of their acceptability by posting them on
ADB's wehsite,
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section 4.03. ¢} The borrower shall enable ADE, upon
ADB's request, to discuss the financial staterments for
the projact and the borrower's financial affairs where
thay relate to the project with the auditor appointed :
pursuant to subsection fa} {ii} hereinabove, and
shall authorize and require any representative of such
auditors to participate in any such discussion requested
by ADB. This provided that such discussions shall be
conducted only in the presence of an authorized officer
of the borrower, unless the borrower shall otherwise
agree. 1 | |

J"l.

Gyanendra Raj Ojha Chooddmani Paudel
Chief Account Controfler Project Director




