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SUBJECT: Audit of USAID/Nepal's Grant with the Institute of Forestry

Report No. 5-367-95-015-N

Enclosed are five copies of the subject audit report (prepared by the accounting
firm, T.R. Upadhya & Co.) for your action. The audit covered the period from
July 16, 1987 to July 15, 1994. During this period, the Institute of Forestry
reported that it spent $540,374. The background information on the contract
and the project is presented on page i of the report.

The audit objectives were to:

Determine whether the Institute of Forestry Fund Accountability
Statement presents fairly the expenditures incurred under the
contract;

Report on the Institute of Forestry system of internal controls; and

Report on the Institute of Forestry compliance with applicable laws,
regulations, and tetms of the contract agreement.

The audit report concluded that:

Except for $20.559 in questioned costs, the Fund Accountability
Statement presents fairly, in all material respects, the expenditures
incurred under the contract;

the Institute of Forestry internal controls had three reportable
conditions, of which two were considered to be material weaknesses:
and



e the Institute of Forestry operations complied in all material respects
with applicable laws, regulations, and terms of the contract
agreement.

This audit report contains three findings and recommendations and $20,559 in
questioned costs. the Institute of Forestry's management comments are
presented in its entirety in Appendix 1.

USAID/Nepal needs to ensure that necessary action is taken to correct the
probi-ims noted in this audit. In addition, the following recommendation will be
i -luded v the Inspector General's recommendation follow-up system:

Reo mmendation No, 1: We recornmend that USAID/Nepal
cesolve $20,559 (817,866 ineligible and $2,693 unsupported)
in questioned costs with the Institute of Forestry and recover
any amounts determined to be unallowable.

We appreciate the courtesies and cooperation USAID/Nepal and the Institute of
Forestry extended to the auditors and our staff during the course of this audit.

Please advise me within 30 days of any actions planned or taken to close the
above recommendations.

Attachment: 4/s
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Telephone: 472658 Telex 2265 GORKHA NP T. R. UPADHI’A & C().

Facsimile: 977-1-474178
Chartered Accountants

KH-2-862 BANESHWAR HEIGHT
P, 0. BOX NO. 4412
KATHMANDOU. NEPAL.

May 11, 1995

Mr. Richard C. Thabet
RIG/A/Singapore,
Singapore.

Dear Sir,

Ref: Financial Audit of Institute of Forestry
for the period July 16, 1987 to July 15, 1994

results of our financial audit of Institute of

Forestry pertaining to Project Grant Agreement Agreement No. 367-0154
with the United States Agency for International Development, Nepal
("USAID/N") for the period July 16, 1987 to July 15, 1994. Funding from
USAID/N continues beyond our review period under a contract which is

effective upto July 15, 1995.

This report presents the

Audit_Objectives and Scope_of Work

We have conducted a financial audit of Institute of Forestry's Fund
Accountability Statement as it relates to the Project Grant Agreement

No. 367-0154 for the period July 16, 1987 to July 15, 1994 and the notes
thereon. The results of our work are reflected in the accom »anying

Independent Auditors’ Reports on the:

(a) Fund Accountability Statement;
(b) System of Internal Control; and
(c) Compliance with Project Grant Agreement Terms,

Regulations.

Applicable laws and

The objectives of our work were to determine whether:

Statement of Institute of Forestry fairly
presents the costs incurred and reimbursed covering the period July
16, 1987 through July 15, 1994 in accordance with generally accepted
nccounting  principles and  with the terms of the Project Grant
Agreement for the perind noted above with USAID/N. All expenditure
reimburensd hy TSAID/N wan covered by Lhis andit;

0a) The Fund Accounability

(b) Institute of Forestry's internal accounting controls werc adequate to
provide reasonable assurance that the assets of Institute of Forestry
were safeguarded ngainst loss from unauthorized use or disposition and

that transactions were properl— recorded; and

(c) Institute of Forestry has complied with applicable laws, regulations and

project agreement tecms.

Our audit was principally conducted in accordance with generally accepted
auditing standards and US Government Auditing .tandards and,
accordingly, included such tests as we considered appropriate in order to

satisfy our objectives.



The scope o

(a)
(h)

()

(d)
(e)

(r

f our work inchided the following general procedures:

Holding meetings with USAID/N, Institute of Forestry and his

officinls
Reviewing the Project Grant Agreement and appropriate amendments,

OMRB circular, ATD handbook regulations, correspondence and minutes
of meetings between USAID/N and Institute of Forestry.

Obtaining an understanding of the accounting, administrative and
internal  con' ol systems of Institute of Forestry using

interviews, and narrative descriptions;

questionnaires,
te tests on the transactions and

Devising and performing appropria
recorded in the Fund Accountability Statement;

Designing  appropriate audit steps and procedures to provide
rensonable assurance of detecting errors, irregularities, and illegal
acts that could have a direct and material effect on the results of
our audit. We were olso aware of the possibility of illegal acts that
could have an indivect and material effect o.. the results of our

audit; and

Testing the
Institute  of Forestry’s management
applicable laws, regulations and agreement terms.

offectiveness of administrative controls applie. by
to ensure compliance with

Prior Reporls

Institute of Forestry had not been subject to any audits under AID
guidelines prior to this financial andit performed by our firm. As such
we have net reported on the follow up on prior audit reports. However,
findings and recommendations on andit performed by the Office of the
Auditor General has not yet been resolved as of the date of our audit.

In addition, three financial reviews of the Institute of Forestry had
been carvied ont hy USAID/N during the duration of the project, the

finding of which are summarized hereunder:

Findings on_ Internal _Conirol

i) Supplementary financial statements do not correspond to
ohject class ledgers.

i) Staff advances not cleared on a timely manner

fii) Srholarship to female students not properly accounted for

iv) Claims in excess of actual expenditure

v) Procu ement plan not adequate

Findings on Non Compliance

i) Deduction of Contract Tax when exrmplion granted

it) tirant for books and equipment not fully claimed

jit) Physical verification not conducted

iv) Internal Audit and Audit by Auditor General not done

follow up & resolulion of prior audit (AG Audit) not carried

oult.

v)



findings during our audit and have incorported
e conditions contiued to prevail at I0F. The
not t-ken any measures to implement the

We came across similar
it in our report as th
management. of TOF has
recommendations made by USAID/N.

Acknowledpgments

we wounld like to take this opportunity to express our gratitude for the
cooperation extended to us by the management and staff of Institute
of Forestry, USAID/N and its officials and RIG/A/Singapore during the

course of our audit,

Yours Truly

P |

——
e
e
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Telaphone: 472658 Telex 2265 GORKHA NP
T. R. UPADHYA & CO.

Facsimile: 977-1-474178
Chartered Accountants

KH-2-862 BANESHWAR HEIGHT
P, O. BOX NO. 4414
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May 11, 1995

Mr. Richard C. Thabet
RIG/A/Singapore
Singapore

Institute of Forestry

irant Agreement with the

Pertaining tn its I'roject €
al Development. in Nepal

United States Agency for Internation

Independent Auditors’ Report on the
Fund AccounQbilityj_u_Ltgment

audited the Fund Accountability Statement of Institute of
Grant Agreement No. 367-0154 with

the United States Agency for International Development, Nepal
("USAID/N"), as it relates to the period July 16, 1987 to July 15, 1994,
The contract is ongoing and funding from USAID/N continues beyond

our review period upto July 15, 1985.

1. We have
Forestry pertaining to its Project

9. The fund accountability statement for the contract for the period July
16, 1987 to July 16, 1994 and notes thereon, and set out on pages 3 to
6, is the responsibility of Institute of Forestry management. Our
responsibility is to express an opinion on this statement based on our

audit.

ordance with generally accepted auditing
standards and US Government Audiling Standards. Those standards
require Lhat we plan and »erform the audit to obtain reasonable
assurance about whether the statement is free of material misstatement.
An audit includes examining on a test basis, evidence supporting the
amounts and disclosur~ in the financial statemerts. An audit also
includes assessing the accounting principles used, and significant
estimates made by management, Aas well as evaluating the overall
financial statement presentation. We believe our audit pro ides a

reasonable basis for our opinion.

3. We conducted our audit in acc

4. As stated in Note 2 on page 9 the Fund Accountability Statement
presents only transactions of Institute of Forestry as it pertains to
funds reimbursed from USAID/N under the Project Gran’ Agreement
and is not intended to present fairly the income and expenditure of

Institute of Forestry as a whole.

5. In our opinion, except for NRs. 1,004,327.37 relating to questioned costs
the Fund Accountability Statement referred to above presents fairly in
all material respects, the costs incurred and reimbursed to Institute of
Forestry for the period July 16, 1987 to July 15, 1994 in conformity

with generally accepted accounting principles.


http:1,004,327.37

Institute of Forestry

Pertnining to its Project Grant Agrecment with the
United States Agency for International Development in Nepal

Independent Auditors’ Reporl on the
Fund Accountability Statement

6. This report is intended for the information of Institute of Forestry and
US Agency for International Development (A.1.D.). However, upon
acceptance by A.LD, Office of the Inspector General, this report is a
matter of public record and its distribution :s not limited.

o

T. R. Upadhya & Co.
Dated: May 11, 1995 Chartered Accountants

S
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Institute of Forestry
Fund A bility S
MMQQLMMJ!M

Cost Claimed & Reimbursed:

Questioned Cost

Operating Expendire Actual “neliigible  Unsuppored
NBs. NBs, NRs.
2044-45 (1987-88)
09/001 & 002 911.367.95 3.802.20 0.00
09/007 to 035 3,373.638.18 54,743.46 5,263.20
2045-46 (1988-89) 3.374,503.32 60,285.28 0.00
2046-47 (1989-90) 2.566.287.62 61.259.88 0.00
2047-48 (1990-91) 3.985,881.21 76.326.97 51.478.22
2048-49 (1991-92) 3.756.931.12 250,155.13 46,861.04
2049-50 (1992-93) 4.468.417.62 246.859.91 23.877.00
2050-51 (1993-94) 4,581,69394 116.129.08 7.186.00
Contract Tax Paid Disallowed 23.665.31
Total Cost Reimbursed 27.018.7120.96 893,327.22 134,665.46

" Raterencelo Findings

Annexure 1
Annexure 1

Annexure 1
Annexure 1
Annexure 1
Annexure 1
Annexwre 1

Annexure 1

Note 3 on Fund Accountablfty Statement
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Institute of Forestry

DETAIL OF EXPENDITURE CLAIMED BY
IOF POKHARA CAMPUS AND REIMBURSED BY USAID/N

Reimbursed Disallowed

Expenditure Claimed
Original Supplementary Total By By
2044-45 (1987-88) 2.580,337.14 6518462 2645521.76  2.645515.01 6.75
2045-46 (1988-89) 2.236,964.94 4893393  2.285.898.87 2.267.152.49 18.746.38
2046-47 (1989-90) 1.665,934.34 64.762.19  1.730.696.53 1,718,357.06  12.339.46
2047-48 (1930-91) 2.821,989.26 108.457.59  2.930,446.85 281002756 10287659 Rs.17.542.70 not

reimbursed

128.406.67 2.737.317.715  2607.003.71 1.907.37 Supplementary invoic

2048-49 (1991-92) 2.608.911.08
not reimbursed

2049-50 (1992-93) 2.963.469.92 73.460.79 3,036.930.71 3.036.930.71 0.00

2050-51 (1993-94) 2.891,054.61 125.316.69 3.016,371.30 3.016.371.30 0.00

Total 17.768.661.29 61452248 18.383,183.77 18.101.357.84 135.876.55




Einancial year
2044-45 (1987-88)
2045-46 (1988-89)
2046-47 (1989-90)
2047-48 (1990-91)
2048.49 (1991-92)
2049-50 (1992-93)
2050-51 (1993-94)

Total

Institute of Foresty

DETAIL OF EXPENDITURE CLAIMED BY

LQEHE[AQQAQAMEUQANQBEWDW‘ D/N
Expenditure Claimed Reimbursed Disallowed

Original Supplementary Total By By
1.554,302.03 85.189.10  1.639.491.13 1,639.491.12 001
§70.005.98 142.668.50 1.112,674.48 1,107.350.83 532365
847.930.56 0.00 847,930.56 847,930.56 0.00
1.079.699 31 112.059.90 1.191.759.21 117585365 15.90556
1,173.024.87 65.471.83  1,238.496.70 1,149.927.41  23.097.46
1.431,486 91 000  1.431.48691 1.431.486.91 0.00
1.565.322.64 0.00 156532264 1,565,322.64 0.00
8.621,772.30 40538933  9.027.161 63 8917.36312 44.32668

Amount in NRs,

Supplementary claim
not reimbursed
Supplementary invoice
not claimed by IOF
Supplementary invoice
not claimed by IOF
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INSTITUTE OF FORESTRY

STATEMENT OF TOTAL QUESTIONED COSTS

Account F.Y. 204445 F.Y. 204546 FY.2045-47 FY. 204748 FY. 204849 F.Y 20438-50 FY. 206061 Total
| Guestioned Cos Questoned Cost Quesioned Cost Quastoned Cost Questaned Cost Questoned Cost Questoned Cost | Quesionad
 Descripion Amount | USAIDN || Amount | USADAN || Amount | USADAN | | Amount [ USADN | | Amout | USADN | | Amount | USAIOIN | | Amount | USAIDN |  Costs
| {Rs.) Portion (Rs) Porson {Rs.) Porton (Rs.) Porion (Rs)) Porton _(Rs.! Portion (Rs.) Porton
8617.50| 258525 0.00 0.00 0.00 0.00 0.00 0.00 9.00 0.00 0.00 0.00 0.00| 0.00 285 %
4383.82| 13165 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1316.5
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 5333.30| 448065 0.00 0.00 0.00 0.00 4490.6
33160 24870 20218] 15164|| 1249128 811833 57530 43148 3727.97] 5673.18 0.00 000! | 1437200 Tie6.DD| 21810.R
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 3.00 0.00 0.00 0.00 0.00 0.00 0.0
23248.33| 1743625|| 325000 243750|| 3891147 2334688 0.00 0.00| | 43949.02] 3246688 0.00 0.00| | 8117250 4058625| 11E273.M
859.83| 64487 0.00 0.00 0.00 0.00| | 1743163| 13073.72| | 5320.00 34580.00 0.00 0.00 0.00 000| 48238.0
0.00 0.00 0.00 0.00 0.00 0.00} | 32689.17| 2444188] | 26131.40f 42985.41 39795.00( 23877.00 0.00 000 913042
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 300 0.00 0.00 0.00 0.00 0.00 0.0
25343.13}  19007.35 395.35| 29651 168.00 89.60| | 28733.97] 21550.48 21499 22424 1617.39 970.43 0.00 000 42148 @
0.00 0.00 0.00 0.00 122000, 783.00 0.00 0.00 200 0.00 0.00 0.00 0.00 0.00 TR0
0.00 0.00 0.00 0.0 0.00 0.00 0.00 0.00 2.00 0.00 0.00 0.00 0.00 0.60 0.0
11006.00{ ©32200|]| 1046750 785063 7833.80{ 470028} | 24680.00| 1851000y | 175327.30|113962.75| | 321239.00| 192743.401 | 31720.18| 15860.08] 361349.13
0.00 000|| 872580 654£35 700150 4200.90 IN150| 278363 25800 253370 917440] 550464 | 2271850| 11259250 32WBL
0.00 000 | 35916.98| 25337.74| | 14298.94] 8579.36| | 28216.15| 211621 17R21.00] 3095365 40819.15] 2449149] | 4584025 23420.13] 135544.8
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 200 0.00 0.00 0.00 895200{ 3476.00 UBO
7916.00] 5837.00| | 703350 s5275.13| | 11338.79] 6800.27| | 17369.90] 13027.43 T6373) 244642 1064450| 6386.70 ImI7s| 183088 41783
1600.00| 1200.00 0.00 0.00 15500 100.7% 0.00 0.00 2.00 0.00 0.00 0.00 0.00 0.00 1300.%
32400, 2418.00 0.00 0.00 0.00 0.00 0.00 0.00 .00 0.00 0.00 0.00 0.00 0.00 2418.0
145000 1087.50 0.00 0.00 1230.00{ 79950| | 12899.30| 9674.48| | 57591.2¢4] 24499.31 2333875 1400325| | 3707300 1853650, 68600.83
84000| 630.00|| 1438906 10791.80 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000| 11421.@
60000,  450.00 0.00 0.00 §200.00{ 3720.00 420006 3150.00 :40000| 2210.00 460000| Z760.00 2000.00{ 100000 13290.0
0.00 0.00 6.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.0
3500.00| 2825.00 0.00 0.00 0.00 00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2625.0
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 3.00 0.00
8301621] 63908.86] | 80380.37| 60285 28| | 100841.78| €1259.88| | 170406.92| 127605.19| | 456947.95|297016.17| | 451228.19] 270736.81| |248630.16{ 123315.08] 1004327.77




INSTITUTE OF FORESTRY - POKHARA
STATEMENT OF GUESTICNED COSTS

| Account| F.Y. 204445 F.Y. 2045-46 F.Y. 204647 FY. 204748 I F.Y. 204843 F.Y. 2049-50 FY. 2050-51 Total
" Guestoned Cost Guestoned Cost Questioned Cost Quassoned Cast Goestioned Cost Questioned Cost Guesioned Cost | Questioned
‘ Description Coda Amount | USAIDMN Amount | USAID/N Amount | USAIDN Amount | USAIDN Amount | USADN [ Amourt | USAID/N Amount | USAIDON Costs
| (Rs.) Forton (Rs)) Porton {Rs.) Portion {As.) Porton {Rs) Porton {Rs)) Formon | (Rs) Portion
L;jay Academic 001 2175.00 862 50 0.00 0.00 0.00 0.00 0.00 2.00 0.00 0.00 0.00 0.(1)1 | 0.00 0.00 652.50
}:uy Admin. 002 0.00 0.00 0.00 0.06 0.00 0.00 0.00 .00 0.00 0.00 0.00 0.00 0.0C 0.00 0.00
F:ﬂnhdon Relatad 0a7 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2.00 6993.30 4480.65 0.00 0.00 0.00 0.00 4480.65
iva-r & Elecrricity 008 245.40 184 80 0.00 0.00 1249128 811933 216.00 162.00 5862.50] 3875.83 0.00 0.00 .00 0.00 12341.76
i-ouso Rent 008 0.0C 0.00 0.00 0.00 0.00 0.00 .00 200 0.00 0.00 0.00 O.G}l‘ 0.00 0.00 0.00
Zepair & Maxenance omn 23248.33| 17436.25 0.00 000 37836.47| 2Z701.88 0.00 200 0.00 0.00 0.00 o.oog 81172.50y 40586.25 80724.38
['mspotu'on 012 859.83 644 87 0.00 0.00 0.00 0.00 17026.00] 12737 £3200.00{ 34580.00 0.00 0.00 0.00 0.00 47933.62
 Adverisement 013 0.00 0.00 0.00 0.90 0.00 0.00 %2538.17| 24441 33 66131.40] 42985.41 39795.00 23877.00 0.00 0.00 91304 29
Zank Charge 014 0.00 0.00 0.0c 0.00 0.00 0.00 0.00 2 CO! 0.00 0.00 0.00 G.00 0.00 0.00 0.00
“eleghonePostage 016 25009.41! 18757.06 395.35 296.51 0.00 0.00 29689.97| 2151748 0.00 0.00 1817.39 970.43 0.00 0.00 4154148
Salionery 017 0.00 0.00 0.00 0.00 1220.00 733.00 0.00 3.00 0.00 0.00 0.00 0.00 000 0.00 733.00
vagaones 018 0.00 0.00 0.00 0.00 c00 0.00 0.00 Py 0.00 0.00 0.00 0.00 i 2.00 0.00 0.00
“ravel, Perdiem 019 8900.00f 6600.00 3000.00] 6000.00 4200.00 2520.00 22680.001 17C°2.00 10451850 67337.03 215948.00| 1296558.80| | 28470.18| 1423508| 243837091
Zeremonies 020 0.00 0.00 329525 2444 343725 2068235 2340001 17RO 1538.00 939.70 358450 215670 19752.001 9876.00 19> 19
Suest Receplion o 0.00 0.00 25915.98) 19437.74 10489.19 62393.51 18216.75] 1260258 37771 25) 245511 2591330 15547.98 41032.00] 20516.00| 10C.JS8.10
Ivertme 02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 300 0.00 0.00 0.00 0.0G] | 65952001 3476.00 3476.00
Viesting Allowancs o2z 738050] 554288 4420.00 3315.00 6714.54 4022.72 14005 50] 1735433 1784231 1159.75 7466.50 4479.9C 0.00 0.00 23030.37
Office Misc. 024 1600.00{ 1200.00 0.00 0.60 155.00 100.75 0.00 3.00 0.00 0.00 0.00 090 0.00 0.00 1300.75
Agriculure Reisted er- 283200 2124.00 0.0C 0.00 0.00 0.60 0.00 300 0.00 0.00 0.00 0.00 0.00 0.00 2124.00
Students Wellare 07 0.00 0.00 0.00 .00 1230.00 79850 3079.30] 120348 2785124; 18103.31 6098.75 36598 25 28553.00| 1427850 39148.02
Research 30 0.00 0.00 14389.06| 10791.80 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00 10791.80
Schotlorships o031 0.00 0.00 0.00 0.00 0.00 0.00 2600.00| :350.00 0.00 0.00 4600.00 2760.00 0.00 0.00 4710.00
Chemical, Educational 033 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Loading/Unioading 035 3500.00f 2625.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2625.00
TOTAL 75681.47) 55787.35| | 5841664| 4231248 T3] 4741905 | 141241.6€9{ 10808127 | 305850.42{198872.77 305033 44| 183020.06| |205831.68| 102966.83| 738238.82

7
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INSTITUTE OF FORESTRY - HETAUDA CAMPUS
STATEMENT OF QUESTIONED COSTS

Account Accourf]  F.Y. 204445 FY. 204546 FY.204647 |  FY.204748 FY. 204848 F.Y 204950 F.Y. 2060-51 Total
Questioned Cost Questioned Cost Questioned Cost \ Questoned Cost Quastoned Cost Questicned Cost Questioned Cost Quesioned

Description Code | T Amows | USAIDMN | | Amount | USAIDIN || Amourt | USAIDIN | | Amount | USAIDN | | Amount | USADN | | Amount | USAIDN | | Amouni | USAIDN | Costs

(Re) | Porion (Re) | Porion (Rs) | Porion Rs) | Pomon (Rs) | Porton (Rs) | Pomon | | (Rs) | Portion

Acadermic 001 sM250 133275 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00! 0.00 0.00 000| 183275
s Admin. o0z 3382 131695 0.00 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00i 0.00 0.00 0.00| 121895
inaion Raided 0a7 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 L 0ol 0.00 0.00 0.00 0.00
r & Blectncity 008 8520 6390 20018 15164 0.00 0.00 :930| 20948 | 276547 179756 0.301 oo0| | 1437200] T@5.00| 4857
o Rent 008 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2.004 0.00 0.00 0.00 0.00
pair & Maintenance | 011 0.00 00o|| 325000 243750 107500 845.00 0.00 000| | 4co49.02| z24s6.86 0.00! 0.00 0.00 000| 3554935
012 0.00 c00 000 0.00 0.00 0.00 0863 30497 0.00 0.00 0.c0! 0.00 0.00 0.00 304 97
013 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00! 0.00 0.00 0.00 0.06
o14 0.00 0.00 0.00 0.00 0.00 0.00 0.0 0.00 0.00 0.00 0.0c! 0.00 0.00 0cr 0.00
o8 3372| 25029 0.00 0.00 18800] 9960 o0l B® 34499 2za2e 000! 0.00 0.00 0.00 607.13
017 0.00 0.00 0.00 0.00 0.00 .00 060 0.00 0.00 0.00 0.0¢! 0.00 0.00 0.00 0.00
018 0.00 0.00 0.00 0.00 0 0.00 0.00 0.00 0.00 0.00 coc 0.00 0.00 0.00 0.00
cavel, Perdiem 019 ool 17200|| 206750| 1esoes|| seassol 218028( | 200000{ 1500.00| | 70808s0| 4st2s72| | 10s291ce: 3174600 | WS000|  1625.00{ 11807823
. 020 0.00 oool | saz0ss| som2a1|| wseazs| 213855\ | 1amso| soesss)|  2%000| 153400 s579c 334794| | 2968s0| 148325) 1360628
st Recepian o 0.00 000|| 1000000| 750000|| 3@0075| 2zmsasi| ogeedo| 74e95s|| ss497S! sac234| | tagosist  3s43s1| | se0es| 290413 3953637
ime o2 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0ce 0.00 000 0.00 0.00
Allowance 023 sassol  as413l| 2s1350| 198013|| 4s1928| 27mss|| 3seas0| 2s2330|| 197950 128868 373 190880| | 3781.75| 1es0es| 1273345
Misc 024 || 000 0.00 000 0.00 0.00 .00 0.00 0.00 0.00 0.00 ool 0.00 0.00 2.00 0.00
ficullure Folated 026 3200, 294.00 0.00 0.00 a.00 0.00 0.00 0.00 0.00 000 0ca! 0.00 0.00 0.00 234.00
ks Wedare 027 1450.00{ 1087.50 0.00 0.00 0.00 ocol | seoool 79esool| sse000| e3sso0| | 1724000l tosasc0| | 8520.00] 426000 2345250
rearch 30 84000 630,00 000 003 0.00 0.00 0.00 0.00 0.00 000 oLel 0.00 0.00 0.00 630.00
reps oat 500.00|  450.00 0.00 000|| e20000] 372000{| 1e0000{ t20000|| 3s0000] 221000 2 00| ooo| | 200000] 100000f  ©580.00
emical, Educational | 033 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Loading/Unloading 036 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00
TOTAL 1795474l 81415111 23963.73| 1797280| | 2306805 1384083| | 2896623 21723.92] | 15129753] 9834339| | 148194.75| 8T716.85| | 40698.50| 20349.25| 26808856
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Institute of Forestry

Perlaining to its Project Grant. Agreement with the
ional Development. in Nepal

United States Agency for Internali
Independent. Aunditors’ Report on the
Fund Accountability Statement

Notes to the Fund Accountability _Statement

Significant Accounting Policies

n) The Fund Acconntability Statement, expressed in Nepalese
Rupers and its coguivalent TS Dollar, is prepared in accordance
\\'i”l 'Ii".’(b!‘il"“ et 4':y|'~..~,,|§,\,,'

L) Expenditure is aceounted for on cash basis, Peimbursements

from USAID/N relates to amounts already recoived in Cash.

(_Z_Vom[_{(gncnl,,Unit_ of Institute of Forestry

giatement as presented in pages 3 of this
report, presents only the transactions and balances of Institute of
Forestry as they pertain to the Project Grant Agreement with USAID/N
and is not intended to present fairly the income, expenditure, assets
and liabilities of Institute of Forestry as a whole,

The Fund Accountability

Contract Tax I)_r-dmjLQ_d_,f;r_qm*_rsglpﬁnlicrﬁs»_]_r_),v_g_i,__g

The Institute of Forestry, (Pokhara) has deducted contract tax from
different suppliers invaice amounting to NRs. 18,388.68 and deposited
with the Tax office. The Project Geant Agreement states that contracts
funded under this grant are oxempted from all taxes.

The contract tax collected for financinl yvears 2001-145 to 2050-51 are as

follows:

Total Contract Tax Attributable to
Financial years Deducted USAID grant
2044-15 2,351.85 6,267.89
2015-46 2,284.35 1,713.26
2046-47 16,339.76 9,803.86
2047-48 5,837.95 Deducted by USAID/N
2048-49 1,916,717 Deducted by USAID/N
2049-5H0 5,703.00 3,121.80
2050-51 1,925.00 2,162.50

.18,388.68 23,665.31
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Talephone: 472658 Telex 2265 GORKHA NP
T. R. UPADHYA & CO.

Facsimile: 977-1-474178

Chartered Accountants

e mis RANESHWAR HEIQHT
P, 0, 12X NO. 4414
KATHMANDU. NEPAL.

May 11, 1994

Mr. Richard C. Thabet
RIG/A/Singapore
Singapore

Institute of Forestry

Pertaining to its Project Grant Agreement. with the
United States Agency for International Development in Nepal

Independent Auditors’ Report on the
Internal_Controls

Fund Accountability gtatement of Institute of
roject Grant Agreement No. 167-0154 with
the United States Agency for International Development, Nepal
("USAID/N") as it relates to the period July 16,1987 to July 15, 1994.
Funding from 1ISAID/N continues beyond our review period under the
hich is effective upto July 15, 1995.

We have aundited the
Forestry pertaimng to its P

same contract w

This Fund Accountability Stalement for the Project Grant Agreement
and the notes thereon, igs set oul, on pages 1 to 9 and we have issued

our report dated May 11, 1995,

accordance with generally accepted auditing

standards and the standards for financial audits contained in
Government Auditing standards issued by the Comptroller General of
the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about, whether the fund
ment is free from material misstatement.

We conducted our audit in

accountability slate

In planning and performing our audit of Institute of Forestry we

considered its internal control structure in order to determine our
auditing procedures for the purpose of expressing our opinion on the
fund accountability atatement and not to provide assurance on the
internal control structure of Institute of Forestry as & whole.

nt of Tnstitnte of Forestry is responsible for establishing
and maintaining 0 infernal  contrel ctrnetare. fn fulfilling this
el it ] jehrmenta by manadament nre required to
agsess the expected benefits and vrelated coats of internal control
strncture policies and procedures. The objectives of an internal control
structure are to provide management with reasonable, but not absolute,
assets are safeguarded against loss of unauthorized
use or disposition; transactions are executed in accordance with the
management's authorization and recorded properly to preparation of the
fund accountability statement in accordnnce with the generally accepted
acconnting principles. Because of inherent limitations in any internal
control structure, errors or irregularities may nevertheless occur and
not be detected. Also projection of any evaluation of the structure to

The manageme

responsibility,

assurance that the

10
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Institute of Forestry

Pertaining to its Project Grant Agreement with the
United States Agercy for International Development in Nepal

Independent. Auditors' Report on the

Internal Controls
future periods is subject to the risk that procedures may become
inadequate because of changes in conditions or that the effectiveness

of the design and operations of policies and procedures may

deteriorate.

of this report we have classified the significant

For the puarpose
procedures in the following

internal control structure policies and

categorvies,
Accounting_ Controls

Cash and Bank

Salaries

Faguipment

Procurement.

Inventory

control stroctnre catecapice licted above, we

For all the intern:ad
obtained an understanding of the design of relevant policies and

procedures and whether they have been placed in operation, and we

assessed the control risk.

We noted certain matters involving the internal control structure and
its operation that we consider to be reportable conditions. Reportable
ronditions involve matters coming to our atlention relating to
significant deficiencies in the design or operation of the internal
control structure that, in our judgement could adversely affect the
foreign recipirnt’s ability to record, process, summarize and report
financial data consistent with the assertions of management in the fund

accountability statement,

The results of onur tests on internal control structure disclosed
instances of reportable conditions on the system of internal control
which have heen reported in findings 1 to 3 on pages 13 to 17.

A material weakness is a reportable eondition in which the design or
operation of one or more of the specific internal control structure
nlements does nol rednce to a relatively low level the risk that errors
or irregularities in amounts that would be material in relation to the
fund accountability statement. may occur and not be detected within a

timely period by employees in the normal course of performing their

nssigned functions.,

11



Institute of Forestry

greement. with the

Pertaining to ils Project Grant A
in Nepal

United States Agency for International Development.

Independent. Auditors’ Report on the
Ini~rnal_Controls

would not

11. Our consideration of the internal control structure
ture that

disclose all matters in the internal control struc
ble conditions and, accordingly would not necessarily
are also considered to be

necessarily
might be reports
disclose  all reportable conditions that
materinl weaknesses as defined above.

Ayt e iselnsed  that

(R ;':?:|yrw' ""H'!'\i
i teeenes and  are

12, Our con=idoration of
findings 1T o 3 v malorial internal cent

separately reported in detail in pages 13 to 14,

We also noted certain matters involving the internal control structure
reported to the management of

11, 1995,

13,
its operations that  we have

anfd
e ~f Forestry in a separate letter dated May

ITnstity
the information of Institute of Forestry and

s Agency for International Development (A.I.D.). However, upon
the AJ.D. Office of the Inspector General, this report is
limited.

14. This report is intended for

aceeptance by
a matter of public record and its distribution is not

'ﬁ"\mh
T. R. Upadhya & Co.

Dated: May 11, 1995 Chartered Accountants

12
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institnute nf Forestry
thcdu]nanFindiny’,s on Internal Control

l!\ml(‘(ln:x!v Control amer e bt

Cond ition:

of Forestry were nnt. subject lo

The asscls held by the Inslitute
Lody against lasses fue o theft,

adequate control to ensure its snfe cus

ohsolescence etc. as:

containing details of idont,iﬁr‘ation

a) proper recording system
Af assets is not.

marlk, namber, price, location and disposal
maintained.

b) proper identificatior
held by 10F,

, mark has not heen nssigned to the assets

mt‘n\innod in the record

) location of assets have not heen
m:\inininr‘d at prvsnnt.
d) the anssels held cannot. be idnmifind to the records,
e) phys:iv:\l verification of nassets held have never heen conducted
pnot  even  onee during the

gince  the past 10 venrs and
dAnration of the prodect
f) the findings of the last ph_\'s:iv:\l vorification which was
F.y. 2041 have not been rosolved as vet,
as shown by property register with
heen carried out as the

completed on

g) rm'.()nt'ili.'ninn of balance

ledger balance have never
balance of property register jis nnt dotorminml.

h) item of firniture, sleeping bagds and other equi, ments jesued
to employees are not petirned even thongh cmployees have
retired from TU services ov have been transferrved.

are neicher identified not

gmmr:\l

i) items of ohenlete, damnsged ansrts
taken off the stock register,
J) The non (‘xp(‘nd:lhlo equipment, jedger beingd need by I0F s
identical to the inventory ledger maintained to record
uxpcnd:\hlr‘. items.
Criteria

A sound property mmmgomr}nt system reaquires that adequate control

be exercised in order to gafegnard the assets from loss.

Effect:

ng system, the existence of assets
ial records cannot be verified.
means to ensure that assets
aery e nt is PI'OPCP‘_\'

1n Lhe absence of adequate recordi
held by j0F and reflected in the financ
Further, JOF decs not have the necessary
:u‘qnirml anid rrn'.'iJm\ nneler fhee  rvant
(?(ml,r()\lml and s'.nfrqu:n'dwl.

13
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institute of Forestry
Schedule_of Findings_on 1 nternal Control

Inadequate Control over, assets of 10F (contd.)

Cause;

the prevailing internal control

The management is fully awave of
od nsente hut have not initiated

pogaprding anfemunrding of fiv

wonliness
[ (‘;l '-\H"i'i"?l"

Any meacnres 1o SR RAR

The formats prescribed in the accounting manual were not made
available to Institute of Forestry by Tribhuvan 'niversity, It wAas
ns that none of the institutions under Tribhuvan

explained 1o
able equipment. register as laid down

University maintained non expend
in Lthe aceounting manual,

Recommendation:

The management should ensure that adequate control measures are
so that the cxistence of Lhe assets held by it is

exnrcised immedintely
is correctly reflected in the

confirmed, the value of assets held

property register as well as financial vecords.

10F  should physically  verify the non expandable equipment and
proper'y  held by them and record them into  an appropriately
designed non rvpendable equipment and property register showing at

least the following information:

i) Date of Purchase

ii) Suppliers Mame & Address
iit) Modenl No.

iv) Quantity

v) Identifieation Mark

vi) l.oveation

vii) Price

viii) Nispounl

Management. Comments:

has initinted the process of improving the situation

The management
records of assets of

and steps have already been taken to update the
JOF by conducting physical count.

14
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Institute of Forestry
Sched:le_of Findings on_In ternal_Control

Store_Accounting System _not._Adequate

Condilion:

svstem for consumable items as

I0F does not have a store accounting
records

reconcilintions of store accounts with financial
cannol. he  conducted, Moreover, perindic  physical verification of
consumable items have not heen conducted by TOF. Further it was
ohserved that 10F followed a  system of chardging off purchases of
consumable items  to  expenditure  at the time of procurement
irrespective of the fact that the items had not been consumed at all.

surh regular

Criteria:

er store transactions require that physical
verification of store items he earried out regularly and periodic
reconciliation with financial records ave carvied out to determine the
basis. Moreover, TU financial regulation requires
at least once a

A sound internal control ov

variances on a timely
that. physical verification of store items he carvied out

vear,
A sound aceounting practice requires that. an expenditure should be
charged in the books only upon receiving of the services or
consumption of goods.

Effect:

[OF has claimed and heen reimbursed by USAID/N for costs which have
not. been expended but are held as inventory of I0F.

the ahsence of store accounting system and physical

Further, in
of store item, the discrepancies in the stores cannot be

verification
detected and reconciled timely.

Canee;

aware of slore accounting system and has been

The management is not
sevstem as prescribed by Tribhuvan

following the accounting
UUniversity.

15



Institute of Forestry
Schedule_of Findings_on_Internal Control

Store_Accounting System not. Adequate (contd.)

Recommendation:

10F sho

and, periodic reconctliations ¢

svstem of slore accounling for inventory items

wld introduce a
arried out with financial records.

Management Comments:

Tribhuv
procednu

an lUniversity does not have a comprehensive store accounting

res. The management will take up the recommendation made with

the central office,

16



nstitnte of Worestry
S_g_l_\edul_({ho_f_‘lf‘,_i_n_d ings on ) n}_,ernn_l‘_‘(}_ont._ro‘!

__E‘l,‘__Oj_J_l‘J_'I‘_QIT‘)V(_’I)'A_ b [Q(:({(_i_u res not. adequnte:

Condition:

The pro::m'r'nmnt pror‘r%dures of 10F were not, adequate as:

~ bnsais of purchase Requisitions

a) Pwntnrmm‘nl were made on th
{Form 27) raised and not the Purchase Orders (Form 28).
purchase Ovders are not m*vp:n‘m].

b) In some CASeS it was ohserved that even store in-charge were

advanced funds to procure goods.
c) It was ehserved that there was ne inventory management at

10F. amall m'f)(:m‘em(‘nt, wore made at freaquent intervals to
meel immedinte demands by hreaking up purchase into smaller
quf\niii,_v/lnl,. The practice of procuring items, at the beginning
of the year on {he hacie of deepcement of annunl roqnil'em(’nt

”H"‘”“.\l TR R o AU i e

Tribhuvan University financinl regulations erncourages procurement of
inventory items to be made at the beginning of the financial year on
the basis of the assessment of the consumption of the institute for the
far through sealed tenders. Farther, A pPurchase ovder has

whole ¥
esoribed in the accounting manual for use At the time of

hern DI
procu rement.

Effect:

the henefit of volume OT other

The institute may be deprived of
all quantities.

digsecount. when promlrnmont is made in sm

(nset

The management jo ally aware of this practice but has not been

anforcing the [n-(‘&;(‘rihr'd 1»1-0(1(\(ln|'o~.’-:.

F‘Y_(‘»YJ,l!‘_!U‘_‘;.'_\_!’:'-!U_QD3.

The management. should ensure that. the prm:m-omon* procedures 1aid
down by Tribhuvan University is gtrictly adhered to. Further it should
follow the procedure Lo procure goods through coaled tenders for the
whole vear consumphion sO that the inatitule henefits from the economy

of scale. Moreover, the storekeeper shoutd not be involved pt'ncurement

of sgonds.

Ma nagement. Comments:

Efforts will be made to implement the recommcndation as far as

]n-n(:t,i(:nhln.

17
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- Tolephone: 472658 Tolex 2265 GORKHA NP
T. R. UPADHY A & CO.

. racsimile; 977-1-474178

Chartered Accountants

KH-2 862 BANESHWAR HEICHT
P, 0. BOX NO. 4414
KATHMANDLU. NEPAL,

Mayv 11, 1994

Mr. Richard C. Thabet
RIG/A/Singapore
Singapore

Institute of Forestry

ant Agreement with the

Pertaining to its Project Gr
ational Deveclopment in Nepal

United States Agency for Intern

Independent Auditors’ Report on the

Project Grant Agreem ent_Terms, Appl icable_lLaws_and _Regu lations

the Fund Accountability Statement of Institute of
rtaining to its Project Grant Agreement No. 367-0154
tional Development, Nepal
1987 to July 15, 1994.
jew period under the

1. We have audited
Forestry (IOF) pe
with the United States Agency for Interna
("USAID/N") as it relates to the period July 16,
Funding from USAIND/N continues bevond our rev
same agresment which de offe bice wpto JInly 15, 10956,

v Project fGrant Agreement

2. This Fund Accountability Statement for the
2 to 9 and we have issued

and the notes thereon, iz set out on pages
our report dated May 11, 1995.

3. We conducted our audit in accordance with generally accepted auditing

standards and the standards for financial audits contained in
Government Auditing gtandards issued by the Comptroller General of
the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the fund
accountabhility statement is free from material misstatement.

4, Compliance with agreement terms and laws and regulations applicable
of Institute of Forestry

to Institute of Forestry is the responsibility

management. As part of obtaining reasonahle assurance about whether
the fund accountabhility atatement is free of mnterial misstatement, we
tosts of Tnstitute of Forestry’s compliance with certain
provisions of ng and regulations. However, our

objective was not to provide an apinion on averall compliance with
guch provisions. Accordingly, we do not exprees such an opinion.

performed
recement torms and laws

5. The results of our tests of compliance indicate that, with respect to
the items tested, Institute of Forestry complied, in all material
respects, with the provisions referred in paragraph 4. With respect to
items not tested, nothing came to our attention that caused us to
helieve that Institute of Forestry had not complied, in all material

respects, with those provisions,

18



Institute of Forestry

Pertaining to its Project Grant Agreement with the
United States Agency for International Development in Nepal

Independent Audilors' Report on the
Project Grant Agrecment Terms, Applicable Laws _and Regulations

ittanenrs of noncomplinnees that we have

We noted cortain immaterinl
Institute of Forestry in a separate

reported to the management of
lotier dated May 1, 1995,

is intended for the information of Institute of Forestry ,
for International Development (A.L.D.). However,
the A.LD. Office of the Inspector General, this
pecard and its distribution is not limited.

This report
and Lhe IS Adency
upon acceptance by
report is a mader of public

’ﬂ—_v-?- db‘]
T. R. Upadhyay & Co.

Dated: May 11, 1995 Chartered Accountants
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Kulhmand.

to Audit finding.

Re: Management comments

sir,
Wwe have roviewed the audit report and findings of the auditors

and provide the following comments.

Internal Contrnl
1. lnadeguate Control over assets of TOV
initiated the process of improving tLhe

have alrcady been taken tu update the
onducting physical count.

The management has
situation and steps
records of assets ol IOF by ¢

niversity does not have a comprehensive store
procedures. The management will take up the

h the central office.

Tribhuvan

accounting

recommendat ion made wit
6. Procurement Procedures not adequate
Fftorts will be made to implement the reconmendation as f[dr &S

practicable.

comments on Questioned Cost.
and the sald cosls

revieowed hy us
‘o Tnstitute and,

The qnnﬁfinnvd cocls were

fncurred tor  the operaticen ot
therefore, it should not resnit Into disallowable costs. In
certaln casers the USAID guidelines could not be strictly

adhered to because ot practical reason,

Certaln expenses such as refreshment & entertainment costs
thongh yuestionable under OMB circulars are eligible under
T 0, poelationg,

Thene questiannd opata would heo reviawod and resolved with
UsALD Nepal. ‘

werne

Sincerely yours,
A= 20



