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Babarmahal /Anamnagar, Kathmandu, Nepal

Reference No:- 2079/80 A ¢l

Date : January 15,2023

To,

The Secretary,

Ministry of Finance,

Singh Durbar, Kathmandu.

Subject: Independent Auditor's Report.

Opinion

We have audited the financial statements of " Priority River Basins flood Risk Management
Project", finance under Asian Development Bank (ADB), ADB Loan 3977 NEP & ADB Grant 0741-
NEP, which comprise the Project Financial Statements Including Statement of Advance Account and
Statements of Expenditures (SOEs) as at 16" July, 2022 (31** Ashad 2079) and a summary of
significant accounting policies and notes related to project financial statements.

In our opinion, the accompanying project financial statements for the year ended on 16" July, 2022
(31°* Ashad 2079) are prepared in all material respects, in accordance with the terms of loan & Grant
agreement signed between Asian Development Bank (ADB) and Government of Nepal (GoN). We
also report that the fund provided under said agreement have been utilized in intended purpose.

Basis for Opinion

We conducted our audit in accordance with Nepal Government Auditing Standards (NGASs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Project in
accordance with the ethical requirements that are relevant to our audit of the financial statements,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Management Letter

Management Letter highlighting the areas of improvement for the internal control system and other
aspects in this project is enclosed with this report.

Responsibilities of Management and Those Charged with Governance for the Project
Financial Statements

Management is responsible for the preparation of the project financial statements in accordance with
the financial reporting requirement of Grant and Loan agreement between GoN and ADB and for
such internal control as management determines is necessary to enable the preparation of project
financial statements that are free from material misstatement, whether due to fraud or error.

Those charged with governance are responsible for overseeing the Project’s financial reporting
process.

Phone: 01-4772220, 4771270, 4262958, Post Box: 13328

email: aag.mgmt@oagnep.gov.np/ dir.mgnt@oagnep.gov.np/ Web Page: www.oag.gov.np
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Notes to the project financial statements accounting policies and explanatory notes
1. Project Background:

The Government of Nepal has requested the Asian Development Bank (ADB) to support the
implementation of the Priority River Basins Flood Risk Management Project which focuses on six
priority river basins in the Terai region: (i) West Rapti; (i) Mawa Ratuwa; (jii) Lakhandei: (iv) Mohana .
Khutiya; (v) East Rapti; and (vi) Bakraha.1 Collectively, 29,356 hectares (ha) of the priority river basins
and 70,428 people are exposed to 1-in-50-year flood. The project areas have minimal reactive
embankment interventions that provide limited flood protection.

The project will improve the resilience of communities to flooding in the six selected river basins in the
Terai. These areas are vulnerable to flooding due to in-migration of people in search of better livelihoods
and insufficient flood protection infrastructure or early flood warnings and low community awareness
on how to respond to flooding. Flood risk is expected to increase with climate change. The project will
support Nepal's National Water Plan to reduce social and economic losses from water induced
disasters through blending structural and nonstructural measures.2 The project will protect agricultural
land and households in priority areas from a 1-in-50-year flood by constructing flood embankments,
spurs and outlet structures. The local response to flooding will be strengthened through the
development of flood forecasting and early warning systems (FFEWS) and community-based disaster
risk management (CBDRM). The direct project beneficiaries will be the local communities within the
project area. The Department of Water Resources and lIrrigation (DWRI) and the Department of
Hydrology and Meteorology (DHM) will be the implementing agencies.

The project will have the following outputs:

Output 1. Flood protection infrastructure improved; Output 2. Flood forecasting and response systems
enhanced.; Output 3. Flood prevention and preparedness capacity improved.

Output 1 and 3 will be implemented by DWRI and output 2 will be implemented by DOHM.

Total project costs are USD 63.0 million including contingency and financing charges during
implementation. ADB loan is USD 40.0 million, ADB grant is USD 10 million and GON fund USD13.0
million

The loan and grant was approved on 28 September 2020, the loan and grant were signed on 22
December 2020. It was made effective on 8 January 2021. The loan and grant closing date is 30
September 2027.
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2. Project Management Arrangement

There are six field offices (Jhapa, Morang, Sarlahi, Makwanpur Dang and Kailali) established at field
level and working under the PMU. Each field office will be headed by a Project Manager and will be
responsible for the day-to-day management of the civil works contracts in their respective areas.

3. Basis of Accounting

The Project has maintained accounts according to the Nepal Public Sector Accounting Standard
(NPSAS) on a cash basis of accounting.

4.Sources and Application

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

5. Previous Year /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 current FY is shown for cumulative purpose by adding cumulative up to
previous year and current year's data.

6. Fund Flow Mechanism

Annual program and budget is reflected and approved in the Line Ministries Budget Information System -
(LMBIS). GON Fund and GON reimbursable fund is received from the GON through Treasury Single

Account (TSA) system. There is also Electronic Fund Transfer system for the payment under TSA

system.

Advance Account has been established at Nepal Rastra Bank in USD for both loan and grant of PMU.
Advance Account is managed in accordance with ADB's Loan Disbursement Handbook 2017 and as
per the provision specified in the loan/grant agreement. The PMU submits withdrawal applications to
ADB for eligible expenditure for reimbursement, replenishment and direct payment.

7. Advance:
Advances are treated as expenditure.

8. Foreign Currency Transaction
The Advance Accounts are operated by Project Director and Account Officer of the PMU. Advance
Account is used for payments to contractors and consultants as per eligible expenditures and it is also
used to transfer the amount to the GON central account for reimbursement purpose. Separate Advance
Account ledger (loan and Grant) has been maintained for day to day financial transaction.

9. Recognition of Project Expenditure Value Date
Actual date of financial transaction (check 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. If there is a fixed
exchange rate applicable as per the contract document, fixed exchange rate will be applied.




10. Exchange Rate Applicable

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

11. Nepalese Fiscal Year
FY 2020/21 started from 16 July 2020 and ended on 15 July 2021. Similarly, FY 2021/22 started from
16 July and ended on 16 July. The figures mentioned in this Project Financial Statement are within this
reporting period.

12. Deferment letter
ADB issued Deferment Letter on 11 November 2021 for the APFS of FY 2020/21; hence, this project
financial statement shows the figure of FY 2020/21 and FY 2021/22 to cover all the transaction. As

mentioned in Project Administration Manual, Department of Hydrology and Metrology (DOHM) will
submit the project financial statement separately oth the FY.

13. Retroactive financing

There was no expenditure under retroactive financing of the project and no Withdrawal Applications
were claimed under this financing.

14. Reporting currency
The reporting currency is in Nepalese Rupees- NRs (currency of Nepal). The amount disbursed from
the donor as a Loan and Grant (in USD) is separately shown in Note -3 and Note 3.A of the project
financial statement.

15. Intended purpose
Both Loan and Grant has been used exclusively for the intended purpose of the project.

16. Date of Authorization

These financial statements have been authorized for issue by Priority River Basins Flood Risk
Management Project, PMU, Jawalakhel, Lalitpur, on 22 December 2022.
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Nakul Thapa (Kushang Sherpa)
Account Officer Project Director



. EY st
Ministry _Eonef%, Wa)‘fggﬁgbs\
Departmg e

i g;a@ﬂ@lg'?\igation

Priority River %ﬁ?@ﬁﬁg\%ﬁﬁgﬁent Project
977, P

and FY2021/ f
FY 2020/21 and F¥203: m&&:

Period covered from 8 3

netsoiqh\{\ﬁ
terfient

e and 2078179

1 to 16 July 2022

ADB L} &
Projec{ Pinaficiars

Amount in NRs

Note Up to previous Previous Year Current Year Cumulative up to current
year year
Sources
GON Fund 2 24,194,993.71 24,194,993.71 25,093,973.62 49,288,967.33
GON Reimbursable Fund (Loan) 2 - - 2,260,103.24 2,260,103.24
GON Reimbursable Fund (Grant) 2 - - 0.01 0.01
ADB Loan 3 - - 116,573,329.20 116,573,329.20
ADB Grant 3A - - 26,462,146.72 26,462,146.72
Advance Account Replenishable (Loan) 4 76,027,400.00 76,027,400.00 (76,027,400.00) -
Advance Account Replenishable (Grant) 4A 3,047,200.00 3,047,200.00 (3,047,200.00) -
Sub-Total (A) 103,269,593.71 103,269,593.71 91,314,952.79 194,584,546.50
Advance Account Initial Deposit (Loan) 4 133,524,700.00 133,524,700.00 133,524,700.00
Exchange Gain/Loss (Loan) 4 67,700.13 67,700.13 9,601,329.87 9,669,030.00
Sub total (B) 133,592,400.13 133,592,400.13 9,601,329.87 143,193,730.00
Advance Account initial Deposit (Grant) 4A 11,890,000.00 11,890,000.00 11,890,000.00
Exchange Gain/Loss (Grant) 4A 10,411.93 10,411.93 850,588.07 861,000.00
Sub total (C) 11,900,411.93 11,900,411.93 850,588.07 12,751,000.00
Total (A+B+C) 248,762,405.77 248,762,405.77 101,766,870.73 350,529,276.50
Application

" |Consulting services 1 16,200,000.00 16,200,000.00 25,991,685.99 42,191,685.99
Civil works 1 76,276,818.00 76,276,818.00 22,640,000.00 98,916,818.00
Flood Forecasting and Early Warning ) ) ) ]

" |system
Vehicles 1 - - 21,731,100.00 21,731,100.00
Equipment 1 - - 7,150,484.00 7,150,484.00
Training and Workshop 1 - - 624,950.00 624,950.00
Project Administration Expenses 1 10,792,775.71 10,792,775.71 13,176,732.80 23,969,508.51
Sub-Total(A) 103,269,593.71 103,269,593.71 91,314,952.79 194,584,546.50
Advance Account Balance (Loan) 4 67,565,000.13 57,565,000.13 85,628,729.87 143,193,730.00
Outstanding Replenishment (Loan) 4 76,027,400.00 76,027,400.00 (76,027,400.00) -
Sub total (B) 133,592,400.13 133,592,400.13 9,601,329.87 143,193,730.00
Advance Account Balance (Grant) 4A 8,853,211.93 8,853,211.93 3,897,788.07 12,751,000.00
Outstanding Replenishment (Grant) 4A 3,047,200.00 3,047,200.00 (3,047,200.00) -
Sub total (C) 11,900,411.93 11,900,411.93 850,588.07 12,751,000.00
Total (A+B+C) 248,762,405.77 248,762,405.77 101,766,870.73 350,529,276.50

ADB issued Deferment letter on 11 November 2021 for the APFS of FY 2020/21 hence, this project financial statement shows the financial transection of FY 2020/21
and FY 2021/22 to cover all the transection. As mentioned in Project Administration Manual, Department of Hydrology and Metrology will submit Seperate project

financial Statement.
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(Nakul Thapa) Kiyshdng Sherpa) (Susheel Chandra Acharya) (Yam Prasad Dhungana)
Account Officer Project Director Director General Under Secretary (Account)
PRBFRMP PRBFRMP DOWRI MOEWRI
(KeshabRuniar Sharma) (Hari Prasad Mainali) (Rammaya Kunwar)
Secretary Financial Comptroller General Deputy Auditor General
Ministry of Energy, Water Resources and Irrigation Financial Comptroller General Office Office of the Auditor General
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Nep!
The project has maintained accounts as per the GON accounting system, that is dnltﬁy%&ws All disbursements

Note: 1

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

Amount in NRs
Budget Budget Expenditure as per Category Cumuistivelvp to Previous year Current year Cumulative up to
Item previous year Current year
A Consulting services- 3101
31135 |Consulling Services 16,200,000.00 16,200,000.00 25,991,685.99 42,191,685.99
Sub Total 16,200,000.00 16,200,000.00 25,991,685.99 42,191,685.99
2] Civil Work
31154 |Embankment and Barrier Construction 76,276,818.00 76,276,818.00 22,640,000.00 98,916,818.00
Sub Total 76,276,818.00 76,276,818.00 22,640,000.00 98,916,818.00
C Flood Forecasting and Early Warning system - - - -
l Sub Total - - - .
D Vehicles - 3601 - -
31121 |Vehicles and motorcycles - - 21,731,100.00 21,731,100.00
Sub Total - - 21,731,100.00 21,731,100.00
E Equipment
31122  |Plant & Machinery - - 7,150,484.00 7,150,484.00
Sub-Total - - 7,150,484.00 7,150,484.00
F Tralning and Workshop
22511 - - - -
22512 Skill Development & Awareness seminar Exp. - - 624,950.00 624,950.00
Sub-Total - - 624,950.00 624,950.00
G Project Administration Expenses (100% GON)
21111 21111 Emplyee Salary 5,538,881.20 5,538,881.20 5,971,809.76 11,510,680.96
21121 21121 Uniform 100,000.00 100,000.00 100,000.00 200,000.00
21132 121132 Deamess Allowance 248,000.00 248,000.00 238,000.00 486,000.00
21134 [21134 Emplyee Meeting Allowance - - - -
21141 21141 Offical Meeting Aliowance - - - -
21213 121213 Contributory Insurance Fund Exp. 49,600.00 49,600.00 47,600.00 97,200.00
22111 2211 Water and electricity 283,136.00 283,136.00 289,109.00 572,245.00
22112 {22112 Communication 102,191.00 102,191.00 113,800.00 215,991.00
22211 [22211 Fue! (Offical ) - - - -
22212 |22212 Fuel (Office Purpose ) 679,844.51 679,844.51 1,047,144.04 1,726,988.55
22213  |22213 Maintenance Vehical 384,345.00 384,345.00 457,431.00 841,776.00
22214 122214 Insurance & Renewal expenses 185,600.00 185,600.00 165,917.00 341,517.00
22221 22221 QOperation & Maintenance of machine - - 26,250.00 26,250.00
22311 22311 General Office expenses 450,000.00 450,000.00 864,717.00 1,314,717.00
22314 122314 Fuel-for other purpose 6,975.00 6,975.00 10,650.00 17,625.00
22315 122315 Newspaper,Printing & Informatin Pub. 238,651.00 238,651.00 167,917.00 406,568.00
22411 22411 Services and consulting Expenses - - - -
22412 22412 Information System & Software Opera. - - 188,500.00 188,500.00
22413 ]22413 Contract Service Fee 1,897,100.00 1,997,100.00 2,142,890.00 4,139,990.00
22512 |22512 Skill Development & Awareness seminar Exg - - -
22611 22611 Monitoring & Evaluation Expense 58,163.00 58,163.00 700,250.00 758,413.00
22612 22612 Travelling Expenses 250,510.00 250,510.00 292,296.00 542,806.00
22711 22711 Miscellaneous Expenses 219,779.00 219,779.00 362,452.00 582,231.00
Sub-Total 10,792,775.71 10,792,775.71 13,176,732.80 23,969,508.51
Grand Total 103,269,593.71 103,269,593.71 91,314,952.79 194,584,546.50
Budget Head: 3571363/64
Recurrent 13,801,682.80
Capital 77,513,269.99
Total NRs N 91,314,952.79
27 | ’
Nakul Thapa usfiang $herpa)
Account Officer Project birector

PRBFRMP PRBFRMP
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Statement of GON FuRl'&/GON Reiibursable Fund

Note: 2
R Up to previous Previous Year | Current Year Cumulative up to
ote Particulars year Current Year
H
GON Fund

GON Fund 24,194,993.71 | 24,194,993.71 25,093,973.62 49,288,967.33

Less: Unspent balance GON fund

Total GON fund (A) 24,194,993.71 | 24,194,993.71 25,093,973.62 49,288,967.33

GON Reimbursable Fund

GON Reimbursable Fund Loan 63,229,400.00 | 63,229,400.00 34,295,349.17 97,524,749.17
Less: Unspent balance GON Reimbursable
Fund -
Less: Advance Fund Transfer to GON Central
Account Loan (Ka-7-15) 63,229,400.00 | 63,229,400.00 8,602,487.58 71,831,887.58
Reimbursed from ADB 23,432,758.35 23,432,758.35
Gon Reimbursable fund (Loan) -(B) - - 2,260,103.24 2,260,103.24
GON Reimbursable Fund (Grant) 3,047,200.00 3,047,200.00 | 23,414,946.73 26,462,146.73
Less: Unspent balance GON Reimbursable
Fund - - - -
Less: Advance Fund Transfer to GON Central
Account -Grant (Ka-7-17) 3,047,200.00 3,047,200.00 2,827,530.78 5,874,730.78
Reimbursed from ADB 20,587,415.94 20,587,415.94
GON Reimbursable Fund (Grant)-© - - 0.01 0.01
Total Fund (A+B+C) | 24,194,993.71 24,194,993.71 | 27,354,076.87 51,549,070.58

—= ("

(Nakul Thapa)
Account Officer
PRBFRMP

(Kyshang Sherpa)
roject Director
PRBFRMP
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alA%B financing
WA No. Value Date Disbursement Method
uUsb NRS
Up to Previous Fiscal Year - -
00002 14-Dec-21 710,428.25 84,538,083.27 | Replenishment
.00004 29 June 2022 68,753.90 8,602,487.58 Replenishment
.00003 31 Mar 2022 192,767.01 23,432,758.35 | Reimbursement
sub total 2021/22 971,949.16 116,573,329.20
Total up to FY Fy 2021/22 971,949.16 116,573,329.20

/’77—6“—‘\

(Nakul Thapa) hang Sherpa)
Account Officer Project Director
PRBFRMP PRBFRMP
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STATEMENT dﬁgmwmvﬁf:

S (SOE)

(For the period 16 July 2021 ?o f6 July 2022)

ADB financing

WA No: Value Date
usD NRs
Up to Previous Fiscal Year - -
3 31 March 2022 169,360.12 20,587,415.94
4 5 July 2022 48,226.81 5,874,730.78
Sub total FY 2021/22 217,586.93 26,462,146.72
Total up to FY 2021/22 217,586.93 26,462,146.72

=

(Nakul Thapa)
Account Officer
PRBFRMP

la

64 g Sherpa)

Project Director
PRBFRMP
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Priority River Bagh§tgl60 R‘i"%k’Mgnagement Project
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Memorandum‘”ﬂﬁhgﬂfﬁnceﬂhccount (Loan)

Note: 4

Advance Account No: 1202600-001-000-840 (Nepal Rastra Bank, Thapathali Kathmandu)

Note Description

Equivalent NRs.

Amount in USD

alance of Advance as at uly 2022 as per bank
A |statement (Exchange rate USD 1 = NRS 127.51)

143,193,730.00

1,123,000.00

B |Outstanding Replenishableof previous FY 2020/21

Fund Transfer to GON Central A/C 63,229,400.00 531,786.38
Payment made from Advnace account 12,798,000.00 107,636.67
Sub-total 76,027,400.00 639,423.05
C |Disbursement During 2021/22
Fund Transfer to GON Cehtral A/IC 8,602,487.58 68,753.90
Payment made from Advance account 8,510,683.27 71,005.20
Sub-total 17,113,170.85 139,759.10
D |Replenishment During 2021/22
Fund Transfer to GON Central A/C 71,831,887.58 600,540.28
Payment made from Advance account 21,308,683.27 178,641.87
Sub-total 93,140,570.85 779,182.15
E |[Liquidation
Fund Transfer to GON Central A/C - -
Payment made from Advance account - -
Sub-total - -
F |Outstanding Replenishment as at July 16, 2022 (B+C-D-E)
Fund Transfer to GON Central A/C ( - -
Payment made from Advance account - -
Sub-total - -
G | Exchange gain/loss (A+F)-H 9,669,030.00
Sub-total 9,669,030.00 -
H Advance Account Initial Deposit (14 July 2021) Exchange Rate 133,524,700.00 1,123,000.00

USD 1= NRs 118.90

A“\ A

(Nakul Thapa)
Account Officer
PRBFRMP

(Kushang Sherpa)
Project Director
PRBFRMP




)5(’! P':" "‘"F
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nagement Project

Memorandum of ﬁ'c'f’vance Account (Grant)

Note: 4A

Advance Account No: 1202600-001-001-840 (Nepal Rastra Bank, Thapathali Kathmandu)

Description

Equivalent NRs.

Amount in USD

Balance of Advance AIC as at 16 July 2022 as per bank

USD 1= NRs 118.90

A [statement (Exchange rate USD 1 = NRS 127.51) 12,751,000.00 100,000.00
B |Outstanding Replenishable as at 156 July 2020/21
Fund Transfer to GON Central A/C 3,047,200.00 25,628.26
Payment made from Advnace account
Sub-total 3,047,200.00 25,628.26
C |Disbursement During 2021/22
Fund Transfer to GON Central A/C 2,827,530.78 22,598.55
Payment made from Advance account - -
Sub-total 2,827,530.78 22,598.55
D |Replenishment During 2021/22
Fund Transfer to GON Central A/C 5,874,730.78 48,226.81
Payment made from Advance account
Sub-total 5,874,730.78 48,226.81
E |Liquidation
Fund Transfer to GON Central A/C - -
Payment made from Advance account - -
Sub-total - -
F [Outstanding Replenishment as at July 16, 2022 (B+C-D-E)
Fund Transfer to GON Central A/C ( - -
Payment made from Advance account - -
Sub-total - -
G | Exchange gainfloss (A+F)-H 861,000.00
Sub-total 861,000.00 -
H Advance Account Initial Deposit (14 July 2021) Exchange Rate 11,890,000.00 100,000.00

/9Q~q \

(Nakul Thapa)
Account Officer
PRBFRMP

(Kushang Sherpa)

Project Director
PRBFRMP
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