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The Director

Department of Macroeconomic Affairs
Ministry of Finance

Thimphu

Subject: Financial Audit Report of the ADB funded “Secondary Town Urban
Development Project, Loan No. BHU 3674, implemented by the Department of
Engineering Services, Thimphu for the peried from 01/07/2018 to 30/06/2019 .

Sir, '

Enclosed herewith, please find the audited financial statements and auditors’ report thereon in
respect of the ADB funded “Secondary Town Urban Development Project, loan No. 36747,
implemented by the Department of Engineering Services. Thimphu for the financial yvear ended June
30, 2019 along with the audit findings & recommendations. The audit was conducted as required
under the Audit Act of Bhutan 2018, and in accordance with International Standards of Supreme
Audit Institutions (IS8Als).

Twa sets of the audited Financial Statements and Auditors’ Report may please be forwarded to
the ADB Headquarters, Manila. Philippines.

Auditor’s Report on the Financial Statement

As may be noted from the auditors’ report, the financial statements are prepared by the
Department of Engineering Services, in all material respects. in accordance with Financial Rules
and Regulations 2016. Accordingly, the RAA has issued unmodified (unqualified) opinion on
the financial statements.

Audit Findings and Recommendations

The deficiencies and lapses observed in the accounting records, internal controls and operations
of the Department of Engineering Services are reported herewith as audit findings along with
recommendations, which also form part of the audited financial statement for the year ended 30
June 2019,

The RAA has reviewed the replies fumished by the Department of Engineering Services and
incorporated in the report. Out of five audit findings with various sub heads, one audit finding
was settled in view of recoveries made, related supporting documents and evidences furnished
subsequently, which are transmitted separately to the Department of Engineering Services in the
form of Management Appraisal Report (MAR) for future reference and compliance.

The RAA has also reported one audit finding under Recommendatory Observation, which in
the opinion of the RAA needed further review and intervention as issue observed has potential
impact on the loan money and if not addressed for future projects.
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The Department of Engineering Services is requested to review the deficiencies and lapses ‘
pointed out and institute appropriate check and balance systems to curb such lapses in future.

The Royal Audit Authority would appreciate receiving an Action Taken Repurt (ATR) Wl:ﬂl][l
three months from the date of issuance of this report.

"

The Royal Audit Agthority acknowledges the kind co-operation and assistance extended to the
audit team by the officials of the Department of Engineering Services, which facilitated the
completion of the audit.

Yours sincerely,

{Tashi Tobgay)

Deputy Auditor General
Department of Sectoral Audit

[

Capy to:

I. Hon'ble Secretary, Ministry of Finance, Tashichho Dzong, Thimphu
2. Hon’ble Secretary, Ministry of Works & Human Settlement, Thimphu
The Project Manager, BHU 3674, MoWHS, Thimphu
4. The Chief Finance officer, MoWHS, Thimphu
5. The AAG, Follow-up and Clearance Division, RAA, Thimphu
6. The AAG, Policy, Planning & Annual Audit Report Division, RAA, Thimphu
7. Oftice copy.
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FINANCIAL STATEM&NTS OF THE ADB FUNDED - SECONDARY TOWN URBAN
DEVELOPMENT PROJECT (BHU-3674) FOR THE FINANCIAL YEAR ENDED 30
JUNE 2019

Opinion

We have audited the accompanying financial statements of the ADB funded "Secondary Town
Urban Development Project, BHU 3674, implemented by Department of Engineering Services,
Thimphu (PLC Account No.206.01/2028) which comprise the Receipts and Payments Statement
and schedules forming part of financial statements for the financial year ended 30 Jupe 2019,

In our opinion, the financial statements are prepared, in all material respects. in accordance with
the Financial Rules and Regulations 2016 and Project Agreement.

Basis for Opinion

We conducted our audit in accordance with International Standards of Supreme Audit Institutions
{1SSAls). Our responsibilities under those standards are further described in the Aweliror's
Responsibilities for the Audit of Financial Statement section of our report. We are independent
of the Project in accordance with RAA's Oarh of Good Conduct, Ethics and Secrecy of Auditors,
and we have fulfilled our responsibilities in accordance with the requirements outlined in this
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note 1 to the special purpose project financial statements, which describes
the basis of accounting. The special purpose project financial statements are prepared to assist
the project’s management to comply with the financial reporting provisions of the Project
Agreement, which requires the special purpose project financial statements to comply with the
Standard Conditions of the Loan Agreement. As a result, the special purpose project financial
statements may not be suitable for another purpose. Our opinion is not modified in respect of
this matter.

Responsibilities of Management and Those Charged with Governance for the Financial
Stalements

Management is responsible for preparation of the financial statements in accordance with the
Financial Rules and Regulations 2016 and Project Agreement. and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due 1o fraud or error.

Those charged with governance are responsible for overseeing the Project’s financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statéments as a
whole is free from material misstatemnent, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance. but is not a
guarantee that an audit conducted in accordance with ISSAls will always detect a material
misstatement when it®xists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of audit in accordance with ISSAls, we exercise professional judgement and maintain
professional skepticism throughout the audit, We also: :

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks. and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. but not for the purpose of expressing
an opinion on the effectiveness of the project’s internal control,

We communicate with the management, among others, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we
identify during the audit,

Other Requirements

We report that;

% The flow of funds from the Imprest Account and balance thereon could be fairly relied
upon. The control mechanism put in place for the operation of the account could also be
fairly relied upon;

» The Statement of Expenditure. Statement of Loans and Advances and Reconciliation
Statement submitted could be fairly relied upon;

%  All the expenditure reported and claimed are eligible for financing under the loan No. BH U
3674,

» The funds provided under the loan No. BHU 3674 have been utilised for the purposes for

which they were provided;

%  The FOREX conversation rate for fund transfer is recognised on the basis of exchange
rate prevailing on the date of transfer of fund to Department of Public Accounts (DPA)
from the Imprest Account maintained with Royal Monetary Authority (RMA) of Bhutan.

Fy



» The expenditure incurred in local currency have been converted to USD at the average
exchange rate obtained by dividing the total fund transferred in local currency from the
Imprest Account by the total equivalent USD debited in the Imprest Account maintained

by the Roval Monetary Authority:

% The overall reconcited fund balance of the Project (ADB) as at 30 June 2019 stand at
Nu.3,211,455.52 which is represented by USD 3,124 48 with RMA equivalent to local
currency Nu. 220,182.10 (Refer Exhibit 9) and local currency of Nu.2,991,273.42 with
DPA as on 30 June 2019 (Refer statement of ADB fund balance(DPA) Exhibit- 9- part I and
Reconciliation Statement of the project letter of credit Exhibit 9 -Part IT).

L™ —

Offtg. Assistant Auditor General

Date: 3,77] rﬂi?ﬂj'fb
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MINISTRY OF WORKS AND HUMAN SETTLEMENT
DEPARTMENT OF ENGINEERING SERVICES
PROJECT MANAGEMENT UNIT, PROJECT # BHU 3674
CONSCHIDATED STATEMENT OF EXPENDITURE
FOR THE FINANCIAL YEAR ENDING 30h June, 2019

: TFxhihit-1
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MINISTRY OF WORKS AND HUMAN SETTLEMENT
DEPARTMENT OF ENGINEERING SERVICES
PROTECT MANAGEMENT UNIT, PROJECT # BHU 3674
STATEMENT OF EXPENDITURE (ADE)

FOR THE FINANCIAL YEAR ENDING 30th June, 2009

Exhibit-2
: i i i I ive total as on 30 June
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MINISTRY OF WORKS AND HUMAN SETTLEMENT

DEPARTMENT OF ENGINEERING SERVICES

PROJECT MANAGEMENT UNIT, PROJECT # BHU 3674

STATEMENT OF EXPFENDITURE (RGoB)

FOR THE FISCAL YEAR ENDING 30th June, 2019

MoWHS

MoWHS

Exhibit-2
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MINISTRY OF WORKS AND HUMAM SETTLEMENT
DEFARTMENT OF ENGINEERING SERVICES
PROJECT MANAGEMENT UNIT, FROJECT # BHL 3074
STATEMENT OF FUND RELEASE
FOINR THE PERIOT FROM st JULY 2018 to 30th JUNE 2019

Exhibat 5.4
Budgel released from DFA during 200 5-"19 Date ADR |RCOR Tatal
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MINISTRY OF WORKS AND HUMAN SETTLEMENT
DEPARTMENT OF ENGINEERING SERVICES
PFROJECT MANAGEMENT UNIT, PROJECT # BHL 3674
STATEMENT OF REFUNDABLE DEPOSIT ACCOUNTS
FOR THE PERIOD FROM Ist JULY 2008 to 30th JUNE 2009

Exhibit-t
Opening Balance Deposits during the year Release for refund during the year Balance
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MINISTRY OF WORKS AND HUMAMN SETTLEMENT
DEFARTMENT OF ENGINEERING SERVICES
FROJECT MANAGEMENT UNIT, ATJB LOAN PROJECT ¥ BHU 3674
STATEMENT OF LOANS & ADVANCES

FOR THE PERIOD FROM Tst JULY 2008 to 30th JUNE 2019
Exhibil-7
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FRoyal Monetary Authority
Banking Department

CURREHCY WISE GENERAL LEDGER (For the Pericd of OL/05/2018 - 03/07/2019)
Eurrency Code:-01,08 follar

printed on: 03/07/i015

{Page 1 of 1)
Account Head: 220208€,LOAN NO.F674-BAUGCOL) : Secondary Tewns Orban fevelopment Froject

[Rmerunt fn: USD)

youcher Date Value Date Voucher Number fef. Ho. Particulars ' ?
Balance Brought Forward: ;
76/06/2018  2E/09/201E  CRM/GV/1EI8/4393 Fund transfer for FC 2202084 .00 1,006,300.00 CR
ITAHNR01E 1T E0/201E  CAMSERGA (181502641 Fund tramafer from FC 2202086 FT 11 @ 73,54 £9,031.62 930, 55E_38 CR
vide DMEAR leiter no, 42% daved 17/10/2018
1370172018 | 1371172008 CAM/ERDBSLELS/6AT1 funt tfd to OPA from FC 220Z0BE FT 14 dated 135,4%5.14 0.on 16%5,493.34 ©R
i How, 6, X018 @ 72.75
2101102006 2171172018 CAW/BROG/1818/730% fund transfer from FC Z20208€ FT 17 @ 74.2% 241,543 8¢ 009 5531, 53¥8_38 Ca
vide DMER latter no, 544 dated 15701/3C18
1B£01/2019 2870172019 CAMSGVSLBTD/S10756 Fund deposited by ADS For FC 220208 0,00 182, 087 .28 246, T2E.86 CA
18/02/201% 1B/02/2019 CAMSBROG/IBLS/11644 Furil Lransfer from PC 2202086 FT 35 .4 T1.1% 108, 815:1) £ 237,212.5) €A
wida DMEA letter no. HHE dated 137272018
127032201 % 12/03/2019% CaM/BEDBS1BLEA13037 Fund transfér to OFA from FC F20208E @ 65, 296.11 0.09 TT1.916.20 CR
£5.74 wvide DMER letter no. 9531 dated
11/03/2018
LYrer2ais T/04/2013 CAHSBEOHSIB15/15468 fund tfd for FC 2202086 wide letter nao. 9,39z 0. 0D 182,833,937 CR
LOS2 dated 12/04/201% 3 69.46
1804/ 2018 15/04/20L5  CAM/BEOES1E19/15660 Fund transfer te UPA from FC 2202086 4 134, 043.490 3.0 B39, 580,47 CR
85,42 wide DMEA letter no.ll2% dated
19/04/2019
13/05/2008  13/505/201% CAM/DEOB/IE18/1T7045 Fund tranafer bo OFA fxom FO 2202086 @ 122,667 80 o.og 545,012 _54' CR
69.70 vide DMEA letter no.1237 dated
10/0452015
175,201 1740542018 CAMJBEOESLEL9/1T57] fFund transfer ta ODPA from ¥FC 2202086 @ 8,185, 50 o.oo 507,517,804 CR
69 6] wide DHER laotter no, 1274 daced
LE/05/2019
Z1fos/3019 05,2009 CAESBEOBSLE1IS/L7ETE Fund transfer to DPA from PC 2202086 @ Y1, 247,11 g.on 425,274,912 CR
B9.44 vide DMEA letter no.128% dated
17/0542019%
1LM96/ 2018 13/06/2019 Fund transfer to DFA from FC 2202086 E 233,150 .45 0,00 1,124.48 CR
649,26 vide DMEA letter no.l330 dated
12/06/201%
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MINISTRY OF WORRS AN HUMAN SETTLEMENT
DEPARTMENT OF ENGINEERING SERVICES
Loam o, 3674 BHL FIC A 4652 at KMA
FUNI RECEIPT AND PAYMENT STATEMENT OF IMPREST ACCOUNT [RMA]
FOR THE PERMB FROM July 2608 TO to Mth JUKE 2010

Exhiliit 11
RECELFTS | FATMENIS
_ Partlculars Amnant (in U55) | Amount (in No) _Amsount in M. :
Funaly recpived froim I-j,l]ii'.- =
tmprest Advance Received during 20052004 - i
CAM 194509 de.2e, 0 201§ 1, 0K DM 00
CAMGVJE319, WIT96 AL 28717 2079 o087 |
Fumdl Beceived (rom ALY for the FY 20080149 150208728 | !
Fueils Heloased 1o DA
Imprest fumd Transferred to DFA dering 20182014 Il —=
CAM/ BEDR,/ 1519, 5640 48 17/10/ 2018 6503162 5,076,588 .00 |
CAM,; BEOE; 1819/ 6871 4L 13/ 11 /30048 135 485.14 9,861,543 00 |
CaM,;BEIE 1819, 7305 4L 71411/ 308 24004385 | 17 210,000.00 | -
CAN BEOS 1819 B 0L T8 203005 | L CEEERER 7,744 478.00 <
CAM/ BROS 1810, 13057 de 127373508 68,.208,33 | 4.553,766.09 | 5
CAM BEDS 1810, 15460 dr 17472010 B202.37 G5, 440.91
CAM BRI HTE Behl de 19,4 72018 124.043.50 BatomTe |
AN BEOE 1815, 1Y de 1357 2019 123,867 .88 B 545.952.14
CAM, BEIS 81975 de. 17552015 E.205.50 556 08000 |
CAM, BRIE 181 %0 17870 de 21572015 7124211 4,947 052.00
oAM RS 18197 12T de. 125653019 433, 15045 30,000.000.00
Fund Released i DPA by RMA during 2008-200% I'ntal 1,368, 96160 97, Thb 426,53
Expreind itiere incureed by the I'roject during 20 8=-H014 X TOAZD508.29
Ligad |usted advance as on Mith Jane 2019 (ADS) ) 12540, 208 .47
Lapsed Fund at 30th [une 20109 A DE] = 1.328,337.10
Fand Balanoe with CFPA as on 30th June 2018 (ADH| TART AR
I'ndal 97, THE ATh I

A Lean Praject (BHLU 36743
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