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Dated: 29 -12-2016

Ta

1. The Sccretary,
Economic Affairs Division, (27
Government of Pakistan
Pak Secretariat, Block 7,

. Islamabad
Z  The Country Director.

T : PAKISTAN RESIDENT MISSI0n
v Asian Development Bank., ISLAMABAD

Resident Mission, Serena Hotel Level-8
Sector G-5/1. Islamabad

Subject: FOREIGN AIDED PROJECTS (FAPs) AUDIT REPORTS

Financial Attest Audits ol the following FAP Audit Report has been conducted by
this office:

S.No Name of Projects Development
. Partners
1. Flood Reconstruction and Resilience Project in ADB
AJBK (PCU) _ |
Flood Emergency Reconstruction and Resilience | ADB !
Project in AJ&K (PIU} !

g Certificate/Financial Attest alongwith the Audit Report containing therein the
management letier (ML) on the same is aflached herewith. The referred is hercby issued
simultaneously to the Government { EAD) and to the Asian Development Bank Resident
Mission Islamabad.

3. The Director General Audit concerned is also being requested to issue a copy of the
above mentioned FAP certificate/Audit Report Lo the concerned Project Manager as well.

Enclosures: As above /égp@%ﬁ
Trshad Ahmed KatEemi

Deputy Auditor General
Special Sector Audil
Office Telephone #051-9222917

Office Fax#051-9219191

Ce:
i. DG Audit AJ&K MuzalTarabad, with the request to issue a copy of the
above reporis to the project management for their further necessary action.
ii. SPS to DAG North
1. Master File



AZIAN DEUEL&PM‘N; BANY

":1'"
R! 30 DEC zmﬂti |

PAKISTAN HESI[F:T\IT MISSID
ISLAMABAD

25

Financial Attest Audit Report on the
Accounts of Flood Emergency Reconstruction and
Resilience Project in AJ&K
(Project Implementation Unit Rawalakot)
(Asian Development Bank)

Loan No. 3264-PAK
Planning & Development Department

For the Financial Year 2015-16

Auditor General of Azad Jammu and Kashmir



Financial Attest Audit Report on the
Accounts of Flood Emergency Reconstruction and
Resilience Project in AJ&K
(Project Implementation Unit Rawalakot)
(Asian Development Bank)

Loan No. 3264-PAK
Planning & Development Department

For the Financial Year 2015-16

Auditor General of Azad Jammu and Kashmir



TABLE OF CONTENTS

List of Abbreviations

Preface

PART-1

Project Overview

Auditor’s Report to the Management (Audit Opinion)

Financial Statements

PART-II

Covering letter to the Managemenl Latter

Executive Summary

Management Letter

1
2.

i 8

6.

Introduction
Audit Objectives
Audit Scope and Methodology

Audit Findings and Recommendations
4.1 Organization and Management
4.2 Financial Management
4.3 Procurcment and Contract Management
4.4 Construction and Works
4.5 Asset Management
4.6 Monitoring and Evaluation
4.7 Compliance with Loan Covenants
4.8 Environment
4.9 Sustainability
4.10 Overall Assessment

CONCLUSION

ACKNOWLEDGEMENT

Page No.

4-5

6-15

19

20

21

15-26

27
28



Abbreviations and Acronyms

| ADB Asian Development Bank
AJK Azad Jammu and Kashmir
E&er Climate Change Centre
DAC Departmental Accounts Commiltee
DNA Demand and Need Analysis
| FERRP Flood Emergency Reconstruction and Resilience Project in
AJ&K
FY Financial Year
| GOP Government of Pakistan
ICPD Internal Conference on Population Development
INTOSALI International Organization of Supreme Audit Inslitutions
 MDGs Millennium Develhpment Goals
PCJ Project Coordination Unit
 PIU Project Implementation Unit




PREFACE
The Auditor-General of Azad Jammu and Kashmir conducts audit subject to Article 50-A
of the AJ&K Interim Constitution Act, 1974 read with sections O and 13 of the Auditor
General's (Functions, Powers and Terms and Conditions of Service) Act, 2005. The audit

of Flood Emergency Reconstruction and Resilience Project in AJ&K was carried out

accordingly.

The Director General Audil Azad Jammu and Kashmir conducted audit of the Tlood
Emergency Reconstruction and Resilience Project in AJ&K (Project Implementation Unit)
m Qctober, 2016 for the FY 2015-16 under Contract Agreement of the Project with a view
to report significant findings to stakeholders, Audit examined the economy, efficiency, and
cifectiveness aspects of project. In addition, Audil also assessed on test check hasis
whether the management complicd with applicable laws, rules and regulations in managing
the project. The Audit Report indicates specific actions that, if taken, will help the
management to realize the objectives of the Flood Emergency Reconstruction and
Resilienee Project in AJI&K.

The Report consists of two parts. Part-I contains Auditor’s Report (Audit Opinion) and

Financial Statements. Part-I1 contains Executive Summary, Management Letter and Audil

Findings.

The Report has been prepared for submission to the ADB in terms of Loan Agreement
No. 3204-PAK with Islamic Republic of Pakistan.

* | |7

Dated: December 26, 2016 ﬁziz—ur:Rcbm%m
Muzaffarabad AJK Director Genera dit



PART-I

1. PROJECT OVERVIEW
& AUDITOR’S REPORT TO MANAGEMENT

3.  FINANCIAL STATEMENTS



PROJECT OVERVIEW

1. | Name of the Project Ilood Emergency
Reconstruction and Resilience
Froject in AJ&K (Projeci
Implementation Unit)

2. ! Sponsoring Authority ADB

3. F.xf:cuiing Authority Planning & Development
Department

4. | Loan No, 3264-PAK

3. | PC-T Cost 6641.000 Millions

6. | Date of Commencement 24082015

7. | Actual Date of Commencement 24.08.2015 Ki

8. | Date of Completion {45 per PC- )} 31.12.2018

9. | Date of Approval by ECNEC 09.07.2015

10. | Loan Closing Date 31.122018

11. | Loan Utilization Status in .Y 2014-15 N/A

12, Rs. 80.166 Million il

Progressive Expenditure upto F.Y 2015-16




Office of the
Director General Audit

Azad Jammu & Kashmir DGA=05822-920018
Muzattarabad FAX=05822-920011

Auditor’s Report to the Management (Andit Opinion)

The Directorate General Audit Azad Jammu & Kashmir has audited the accompanying
“inancial Statements of “Flood Emergency Reconstruction and Resilience Project in
AJ&K (Project Implementation Unif)y” as of 30.06.2016.

Preparation of Financial Statements is the responsibility of the Management of the Project.
Responsibility of Audit is to express an opinion on the accompanying statcments based on
the audit exercise.

The audit exercise was carried out in accordance with the INTOSAI Auditing Standards as
adopted by the Auditor General of Azad Jammu and Kashmir. The Standards require the
audit to obtain reasonable assurance that the Financial Statements are free of material
misslatements. This audit is based on test check basis and includes findings, evidence
supporting the amounts and disclosures in the Financial Stalements. It also includes
assessment of the accounting principles adopted by the management in preparing Financial
statements. A professional exercise has been conducted to provide a reasonable basis for
audit opinion. The statements have been prepared on cash receipts and disbursement basis.
Un this basis revenue is recognized when received rather when earned, and expenses are
recogmized when paid rather than when incurred.

In our opinion:

A. The aforementioned Financial Statements and appended notes subjected to audit
fairly present in all material respects the financial position of Flood Emergency
Reconstruction and Resilience Project in AJ&K (Project Implementation Unit) and
results of its operations for the period ended 30.06.2016, in conformity with the
accepted accounting principles, applied on a basis consistent in material respects
with that of previous year;

B. The management of the Project has utilized all proceeds of the grant withdrawn
from the Asian Development Bank for the purposes of the Project as agreed in
accordance with the Loan Agreement; and no proceeds of the grant have been
utilized for any other purposes.



In addition:-

L. Adequate supporting documentation has been maintained in support of the
expenditure incurred;

2. Expenditure of Rs.80.166 million incurred during the Financial Year 2015-16,
15 eligible for replenishment.




i,

iii.

iv.

FINANCIAL STATEMENTS

“FLOOD EMERGENCY RECONSTRUCTION AND
RESILIENCE PROJECT IN AJ&K (FERRP)”
(PROJECT IMPLEMENTATION UNIT)

FOR THE YEAR ENDED 30™ JUNE 2016

Page No.
Slatement of Receipts and payments 7
Statement of Expenditure (by detailed break-up) 8
Reconciliation Statement 9-13
Notes to Financial Statements 14-18



ADB Loan 3264- PAK: Flood Emergency Reconstruction And Resilience Project

Project Implementation unit:

statement of Receipts and Paymenis .
For the year ended 30thJune 2016

| O i B RS
_1 201516 0%

Heinls (pavmenisl  Paymeal by Recc.pts (payntants) Pay-oesnl by
Controtlzd by Project Third partics Cantrolled by gogject Thud puctics
Receipts
Government funds 20.000 5t -
ADB funds T3.313 Co- . -
i - g i T i
5 Total Receipts 93313 - - .
! Payments
. Civil Works ’ ; -
| Equipment & Vehicles 0.570 -
' Consulting Services
' a.Project management  27.019 -
Consultant (PMC)
: b.Design consultant 37.924 - 5
Incremental Cost 8.653 e
Total Pavments 20,166

Increase & Decrease 13.147 -
In cash
Cash at beginning 93313 - :

: of the year
1 Cashatend of the year  13.147

(14.2)* b

Progao Ui,
ol g
& Fesiliens




Commaunication & Works Department

GOVERNMENT OF AJ&K

Project Implementation Unit

Finod Emergency Reconstruction & Resilience Project

EXPENDITURE STATEMENT BY SUB CATEGORY

For F.Y 2015-16

i Sr#  Item of Expenditure Net (PKR) TD (PKR) | Gross (PKR)
_ Expenditure - Expenditure
:_ ?’4y&_ﬂuilowdnces 3517061 805919 3597980
T TADA 559938 0 599938
3| POL charges 780097 88859 868956 |
4| stationary B 97905 30053 127958 |
3 UIhce furnishing 249840 24291 274131
6 | Utility 43505 0 43505
7| Purchase of equipment 1532679 157402 1690081
# | Purchase of vehicle for P.D | 4710382 168618 4879000 |
g ] JEu:‘ht (}fhulldmg ) 359660 | 45340 405000
19 Ph}-":l(ﬁd Lnntmgenmea 2469319 ?E-ﬁ:a?l_ 2736090 |
|1 | Purchase of Vehicles For 0 0 0
___ DDs/ADs .
12 | Design consultancy 29258203 | 8666121 37924324
13 | Project Management 20839906 6179371 27019277
| consultancy . e
i  TOTAL 64458695 | 15707545 | 80166240
o -
D /
L @ﬂf @7;2//
Divisional Account Officer Audit Ofhi
PIU FERRP 5 (In charge Audit Party)

ML hdarn e

Plazai Laallr {sree

n Toden Ravealabni

Project Dikector

"PILFERY

"H'a

Ficoc Emargency Re EUI‘&tl'l.uEl:lﬂn
4 Resiliznces Project AJK

PILY Coordmation Office Meas Chinar Shap
Shaukae Lime Muzaflarabad (03822500550

"

Email: pdferpiaiamail com
[Fax QSR 2 020550
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Communicabon znd Wearks Depariment
PIU AL &K Fleod Emergercy Reconstraction and Regiiznce Praject
sian Development SBank Loan Mo 2264 PAK

Barlk Reconciliation Statemert of Account Adc Mo, 28-A (4096070387)

For the month: Jun=18

Rupess
{Opening balance as per bank statement B5 72920500
Ardd: Receipte during the month as per Dank statemsnd
; £5.721,395.00
Less; Pavments during the month a3 par bank statemant 10.812,349.00
Ciozing balance as per bank statement 55,209,048,00
Less Unpresented chegues 45,355,207.00
Adiusted balance as per bank statement “§,853,845.00
Closing cash balance per books 8,B53,845,00
| e Expanditure |
Total expenditura for the month as per books 56 R8T 35000
Lezs Unpresented chegues | payments
Chague dNa. Dated Rupaos
SB892 360 B2 E 5,032,081.00
SRRE2AGE1 BI2412016 f,5600,433.00
SRES23E2 BI20/2016 5,616,227.00
LEESZ3EE Bra9f2046 20,838,908.00
bl L Bf202016 T.E13.00
EBARZSAD 9/208/20186 G EE2.00
LEAEZETO 92072016 10.348.00
BESR23T1 2902018 474.885.00
55882372 SI2HZ01E 358,650.00
H8B02373 S2e208 55,212.00
BRBOIZTE Q292016 124 816,00
S8892375 G302 6 132, 633.00
5BE9237T GRANZIE £3,569.00
SEEY923TH gran2Li6 40 448 0D
HEAL2ITH BLAOIZ016 B8 445 00
BRAGIERD Gra02018 6,900, 142.00
A6,355,201.00
10,592,243.00
Adid: Fayments or transfers in bank stafement but nat in beoks for the

curent month

Adjusted total expenditure for the month ag per books ___10,512,349.00
Total expenditure for the month &8 per bank statement x 10,612 340,00
I - 5 n 1 = g c REDEipt 7 ; =TT E A S p R ]

Total receipts in surrent month as per books -

Add [ Less: Adjustments -

Adjusted total receipts in current manth as per books -

Total receipts as per bank statement 4
T =k %/
Frepared by - ! G Signafire; Uata’? -l - ,:-l'-':}i b




Communicalion and Works Departiment
FIL, ad &K Flood Emergency Eeconstruction and Resilience FProject
Asian Development Bank Lean Mo 3264-FAK

Bank Reconciliation Statement of Account  Ale No. 26-A [4086070287)

For the month: Jul-18

Rupees

Opening balance as per bank statement 55,209,046.00

Add; Receipts during the manth as per bank statement &
55,209,046.00

Less: Payments during the month as per bank statement 46.355,201.00

Clesing balance as per bank statement B,853,845.00

Less: Unpresented cheques =

Adjusted balance as per bank statement "~ B.B53,845.00

Closing cash balance per books __8,853,845.00

{ B ' ' * Expenditure ' R |
Total expenditure for the month as per books <.
Less: Unpresented chegues [ paymenis
Chegue No, Dated Rupees
Add: Payments or transfers in bank statement but not in books for the
current month
Adjusted total expenditure for the month as per books -
Total expenditure for the month as per bank statement 46,355,201.00
|. .'._:% _. b :._;;:__.H:.: : % o T ll-. T .:1.-@_.{____;_ 7 :I_'.'! ;‘. T R-Eﬂéiﬁtl Fifas "s i o ,'j-"__,__- '-'-E'-.‘:'." 5% l._.1~ i ?_'l:-_- - r- B ; ...,_: 5 _‘: I

Total receipts in current month as per books -

Add | Less: Adjustments -

Adjusted total receipts in current month as per books -

Total receipts as per bank statement -

Prepared by: Sign&tare: Date 712 -2l

SYED TUFAIL HUSSAIN SHAH
DIVISIONAL ACCOUNT OFFICER

Communication & Works Depariment, AJK B 0 =
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Name of Project: Flood Emergency Reconstruction and Resilience Project

(FERRP) -PIU

i Motes to the financial Statement
Forthe year ended 30 June 2016

4.2

Reporting Entity

The financial statements are for Preject Implementation Unit Flood Emergency Reconstruction
and Resilience Project. The financial statement encompasses the reporting entity as defined in the
financial agreement between the Islamic Republic of Pakistan and the Asian Development Bank.
The financial agreement was signed on 9™ July 2015 with an amount of SDR Rs.733,12540,
equivalent to US § 700,000.00. The project became effective from 24/8/ 2015 with the closing
date of 30™12/2018,

The project is implemented through Public Works Department, Planningé& Development
Depariment and Forest Department, GoAJK

Financing

The financing is made in the form of credit based in according with tern of Asian Development
Bank, with a maturity of 20 vears, including a grace period of 02 vears, The financing agreement
Nao. is Cr 3264-PAK

Responsible Agency

A Primary responsibility for overall progress and management of the additional financing has
been entrusted to Planning & Development Department, GoAJ&K.

Certification by Project Management on Application of Funds.

The Flood Emergency Reconstruction and Resilience Project Management Certified that the
funds have been applied’ Expendilure have been incurred for the purpose intended in the
financing agreement.

Aecounting Convention and Statement of Compliance.

The financial statements prepared in accordance with cash basis [PSAS Financing reporting under
the cash basis of accounting,

The accounting policies applied consistentdy throughout the period.

Significant Accounting Policies

Foreign Currency Transaction

Cash receipts and payment arising from transactions in foreign currencies are recorded in Pak
Rupee by applying to the foreign Currency amount, the exchange rate hetween the Pak Rupes and
the Foreign Currency are taken at the date of receipts and payments. Exchange Difference arising
ot settlement of these fransactions are recognized in the stawement of Receipts and Payments.
Reporting Currency

All Amounts in the financial slatements are in Pak Ruper.

4.3 Revenue Recognition

Revenue is recognized on Lhe date of receipt of meney by bank or clearance of chegue,
Revenue is recognized on gross basis and any related costs are recorded separarely.

4.4 Recognition of Expenditure



Expenditure is recognized on the date when payment is made or cheque is issued. Financial year
to which the payments pertain is determined from the data on which 4 cheque or payment advice
is issued.

4.5 Employee Terminal Benefit
Service benefits of government deputation employees are accounted in their Tespective
departments while no service terminal benefils are paid to the contractual smployees,

4.6 Payments by Third Party
The payments made by third parties do not constitute cash receipts or payments controlled by the
project but do benefit the project as the project does not receive cash ( including cash cquivalents)
directly from, or gain control of the bank aceounts or similar facility established for its benefit by,
the third partics. Payments by third partics, il any are disclosed in the payments by third parties’
column on the face of slatement of cash Receipts and Pavments and notes to the financial,

4.7 Expenditure reconciled net amount (Cheque) with NBP MZD.

4.8 Govt. funds allocated for the year 2015-16 Rs.20.000 Million But actual expenditure of the Gowvi.
tunds during the vear 15.708 Million. Remaining amount of Govt, Rs. 4.292 has been lapsed.
Only Rs. 8.854 Million in ADB account which will be utilized in next year.

5 External Assistance

External assistance was received in the form of credit from the Asian Development Bank under
[inancial agreement dated 09/07/20015 between the Asian Bevelopment Bank and Gove. of
Pakistan (GOP) for the purpose of the Flood Emergency Reconstruction & Resilience Project
FERRP. The amounts were received by the project during the period.

Loan no, 3264-PAK 2015-16 2014-15

{Ordinary Operations)

[ BAS Pak Rupees LSS Pak Rupees
SOE Procedures 5.1 i 5
Direct Payment 52 - - - -
Commitment letter
Loan no. 3264-PAK 2015-16 2014-15
(5pecial Operations}

US$ Fak Rupecs Uss Puk Rupees
SOE Procedures 51 TO0N000 73312540 - .

Direct Payment Ji2 -
Commirmen| letter

w beE T



3.1 This represents funds transferred to the Flood Emergency Reconstruction & Resilience Project
Designated US Dollar bank account by the Asian Development Bank on the basis of withdrawal
application submitled by the project.

5.2 Direct payments represent amount paid directly by the Asian Development Bunk on behalf of the
project in respects of goods and services procured/imported by the project. The payments
aremade on the basis of withdrawal application submitted by Lhe project.

5.3 There has been no instance of noncompliance with the terms and conditions of the financing
agreement between the Asian Development Bank and GoP which have resulted in cancellation of
Credit.

5.4 Undrawn External Assistance
‘Undrawn credit at reporting date represent amounls specified in the financing agreement between
the Asian Development Bank and GoP that the Asian Development Bank will disburse [or the
Flood Emergency Reconstruction & Resilience Project Purpose.

2015-16 2014-15
Note Amounl in US$
Closing Balance 8.854 -
6. Counterpart Funds
2015-16 2014-15
USk Pak Rupees  USS Pak Rupees
Govt. of AJK (GoAJ&K) 6.1 - 15.708 -

6.1 As explained in Para 4.8, unspent halance of both shares on 30-06-2016 was Ry, 13.147 Million.
However unpaid cheques of June, 2016 amounting to Rs. 46,355 Million were paid during Tuly.
2016, Bank Statements and Reconciliation Statements : :

6.2 This represenis funding to the Flood Emergency Reconstruction & Resilience Project local share
for Taxes, Duties, and financing charges of the total project cost by the Govt. of Pakislan as
agreed belween the Asian Development Bank and GOP.

7. Consulling Services

2015-16 2014-15
Amounts in Pak Rupees
Moie
Individuals 7.1 - =
Firms{ Consultancy 7.2 - 50098 -

7.1 [Name of individuals Consultants, purpose of Hiring, Mature of Services)
7.2 [Name of consultants Firms, Purpose of Hiring, Nature of services]

8 Operaling Expenses

2015-16 2(014-15
Note Amount in Pak Rupees
Remuneration and salaries 8.1 417
General Operating Expenditures 8.2 10.244



WD

B.1

2015-16 2014-15
Amount in Pak Rupees
Salaries Officers 2.962 -
Salaries S1alf {0.555 =
32
2015-16 204-15
Amount in Pale Rupees
1. Stationary 98 =
2. Traveling Allowance (.600
3. Utility {.044 : -
4, POL Charges ! Repair of Vehicle  0.780 -
5. Renta Building (.360
6. Physical Contingencies 2,470

% Supplies and Consumables

215-16 2074-15
Amount in Pak Bupees
Wehicles 47140 -
Furnitore & Fixture 0250 -
Office Equipment 1532 -

10 Trainings
2015146 Z014-13

Amount in Pak Rupees
Trainings -

Worlishops -

|l Consultancies

2015-16 21413
L 1.1 Design Consuhant 29258
11.2 Project Management Consultancy 20,840

Armount in Pak Rupees (villion)
Balance as per books ol Projecl as al year end o5
Cliosing Balance before conversion as at year end
Closing Balance after Converszion as at the year-end
Exchange (Loss)/Gain



This represents notional (Loss)gain on dollar amounts shown in the bank statement. The resultant
(Loss)/gain do not accrue to the project. Unrealized Gain (Loss) will be sertled at the completion of the
project. The unspent dollar balance, if any. will be refunded Lo [ Donor/Lender] at the end of the project.

12. Cash at Bank

Loan no, 3264-PARK 2015-16 2014-15
Amount in Pak Rupses

ash in Hand - -

Cash in Bank ?--';. 8.854 il -

13, Commitments
{UnpresentedCheques)

2015-16 2014-158
Amount in Pak Rupees
Contractor Liabilities - = b
Obligation under contract 4 y
Pending Litigation and Claims - 2

14. Authorization for [ssue
These financial statements are authorized for issuance by the Project Director an 07 A2/ 2016
14,1 Expenditure .. net amounl, (Cheques Paid) is reconciled with NPB Main branch MZD.
14.2 Govt. funds (local share) allocated for the year 2015-16 for Rs. 20,000 but actual
expenditure out of the Govt. funds incurred during the vear 15,708 only, Whercas Rs, #.854
in ADB account is available as ¢losing balance at the end of the financial year which will be
utilized in next year.
15, General
Figures have been rounded off to the nearest rupee.
Comparative [lgures arranged where necessary for the purpose of comparison.

Engr. Muhammad Sharif Khan
Project Director

Project Implement Unit
FERRP, AJK
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