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Kokeb & Melkamu Audit Partnership
Chartered Certified Accountants (UK)

INDEPENDENT AUDITORS' REPORT ON THEFINANCIAL STATEMENTS OF
ENVIRONMENT, FOREST AND CLIMATE CHANGE COMMISSION
OROMIA FORESTED LANDSCAPE PROJECT

We have audited the accompanying financial statements of the Oromia Forested Landscape
Project (OFLP), for the year ended July 7 th, 2018, set out on pages 3 to 10 which have been prepared
under the historical cost convention and the accounting policies set out on page 6 - 7.

These financial statements are the responsibility of the Management of the Project. Our responsibility
is to express an independent opinion on these financial statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing applicable to the
audit of financial statements. Furthermore, we have audited the Project's compliance with the
provisions and covenants of the World Bank Financing Agreements, i.e. IDA Credit Number.
TF0A4442 and TF0A4467.

The Standard require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and about whether the Project has
complied with the Financing Agreements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

1. In the case of uses of funds by project components, the project's achievement is only 23%
when compared to the budget. Explanation for variance was not also obtained.

2. We have observed that there were situations where advances were overlapped i.e without full
settlement of the previous balance, additional advances were given to the staff members.
Currently, there is unsettled balance of Birr 942,091.89.

3. We observed that the zones and woredas reporting system was not in line with the standard
format (i.e the report only contains expenditure summary) so that we could not reconcile the
fund transfers, the advance settlements and remaining balances as well.

Except for points described from 1 to 3, in our opinion, the financial statements present fairly, in all
material respects, the financial position and balance of the Designated Account of the Oromia
Forested Landscape Project (OFLP), as at July 7 th, 2018 and the St e af,ources and Uses
of Funds for the year then ended in accordance with Internation Ai'a;., ep ing Standards
issued by the International Accounting Standards Board. In ad iop,," e r' e was, in all
material respects, in compliance with the Financing Agreements tracts a 4 ly 7th 2018.
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With respect to the statements of sources and uses of funds submitted during the period listed on
page 4:

We noted that Birr 11,000,000 was transferred to REDD+ Project as a temporary loan for which
authorization from the World Bank was not obtained.

Except for the above, in our opinion:

(a) The statements, together with the procedures and internal controls involved in their
preparation, can be relied upon to support the related withdrawals;

(b) The proceeds of the Designated Account Fund have been used exclusively for eligible
expenditures and provisions and covenants of the Financing Agreement and Separate
Agreement have been substantially respected.

Special Opinion
We refer to the terms of reference given to the auditors to give special opinion on soft expenditures
such as (per-diem expense, fuel expenses, etc.) of the program:
Accordingly, based on our examination of the evidence supporting the financial statements, subject
to instances listed on the management letter, nothing has come to our attention which causes us to
believe that these expenditures do . ply with the Financing Agreement.
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Kokeb & Melkamu Audit Partn & Addis Ababa
Chartered Certified Accountants kP January 11,.2019
Authorized Auditors in Ethiopia
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OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
STATEMENT OF FINANCIAL POSITION
AS AT JULY 7, 2018

Currency: ETB

ASSETS
CURRENT ASSETS Notes

Cash at bank and on hand 3 13,373,476
Debtors and prepayments 4 20,821,422
Total Assets 34,194,898

CURRENT LIABILITIES

Payables 5 3,100,617

REPRESENTED BY
Fund Balance 6 31,094,281
Total Liabilities and Fund 34,194,898
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OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
STATEMENT OF SOURCES AND USES OF FUNDS
FOR THE YEAR ENDED JULY 7, 2018

Currency: ETB

Notes
SOURCES
MAIN 7
Credit 7.1 55,211,126
Direct payment 7.2 -

55,211,126

OTHER
Foreign Exchange Gain 8,010,031

8,010,031

63,221,156

USES 8
Components

Enabling investments 8.1 22,793,982.
Enabling environment 8.2 9,332,893
Emission reduction payments 8.3 -
Contingency 8.4 -

32,126,875

EXCESS OF SOURCES OVER USES 31,094,281

CharteredOtJl~
ACordant, *
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OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
STATEMENT OF DESIGNATED ACCOUNT- IBRD/IDA
FOR THE YEAR ENDED 7, JULY 2018

IBRDIlDA Credit

Account number 0101711300005
Depository Bank National Bank of Ethiopia
Related Credit and Grant TF 0A442,TF0A4467 and Project ID No. P 156475
Address Addis Ababa, Ethiopia
Currency USD

USD Birr
Opening balance brought forward,8 July 2017
Add:-Transferred from World Bank-Credit 2,329,332.93 55,211,125.93
Reimbursement from advance payment - -

2,329,332.93 55,211,125.93

Less:- Transferred to Birr account, &
Other expenditures (2,145,000.00) (58,191,337.50)
Bank charges - -

(2,145,000.00) (58,191,337.50)
Add:- Gain on exchange - 8,010,030.50

Ending balance,7 July 2018 184,332.93 5,029,818.93

In the current fiscal year, the Governmnet devalued the Etionan currency to USD approximately
by 15%.
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NATIONAL REGIONAL GOVERNMENT OF OROMIA
OROMIA ENVIRONMENT, FOREST AND CLIMATE CHNAGE AUTHORITY
OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT
FOR THE YEAR ENDED 7 th JULY 2018

Currency: Ethiopian Birr

- 1. BACKGROUND

The Federal Democratic Republic of Ethiopia (GoE) and the International Development Association
(IDA) have signed a Financing Agreement (FA) on March 23, 2017 for Oromia National Regional
State Forested Landscape Project (OFLP). The project covers a period of five years (from March
23, 2017 - December 31, 2022). IDA will finance the project by investing 18 million US Dollar.

The overarching Program Development Objective is to reduce net greenhouse gas (GHG) emissions
and improve sustainable forest management in Oromia.

This overarching PDO combines the grant and ERPA PDOs, which are presented separately for
ease of reporting: - ERPA PDO: To reduce net GHG emissions from forest cover change in Oromia.
And Grant PDO: To improve the enabling environment for sustainable forest management and
investment in Oromia.

The Project Development Objective Oromia National Regional State Forested Landscape
Project (OFLP) has three components; (i) Enabling Investments; (ii) Enabling Environment; (iii)
Emissions Reduction (ER) Payments.

Component 1: Enabling Investments
Will finance investment in PFM (including livelihoods support and selected nature-based community
enterprise development) and reforestation in deforestation hotspots in sites to be selected, as well as
extension services, and land-use planning state-wide at state and local levels.

Component 2: Enabling Environment
Will finance complementary activities to improve the effectiveness and impact of institutions,
incentives (i.e., policies, marketing, BSM), information (i.e., strategic communication, MRV) and
safeguards management at state and local levels. This component will enhance the enabling
environment to help scale up and leverage action on-the-ground to reduce deforestation and forest
degradation.

Component 3: Emissions Reduction (ER) Payments
ER payments will be delivered once results are achieved, verified by a third party, and formally
reported to the WB. Based on the design of the FRL/MRV system (see Section 8), it is expected that
reporting and verification of ERs can occur every two years. The ER payments will be managed by
the FDRE and distributed to the beneficiaries according to the Benefit Sharing Mechanism (BSM) to
be prepared for the Program (see Section 9), which will aim to incentivize greater uptake of
sustainable land use actions. The BSM will need to be formally adopted by the FDRE before any ER

payment can be made. In addition, the ER payments may not cover the full cost of implementing
changes in landscape management. The ER payments will provide s etu t offsets some of
the costs of improving the landscape for the wider benefit of all. f-

ChArtered Ceti
Acutants(UK
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2. ACCOUNTING POLICIES

Consistent with the government manual, the OFLP accounting follows modified cash basis of
accounting in that the cash basis of accounting applies except for recognition of the following
transactions:-

- Revenue and expenditure are recognised when aid in kind is received
- Expenditure is recognised: -

* When payroll is processed, based on payroll and attendance sheet
* At the end of the year when a grace period payable is recognised.
* When goods are received or services are rendered.

- Intergovernmental transfers are recognised in the absence of actual cash movement.
- Transactions resulting from salary withholdings are recognised in the absence of actual cash
movement
- Fixed Assets: Fixed Assets will be charged to expense up on purchase and no depreciation shall
be charged. The program is required to maintain a fixed asset register for items that: - Have life
expectancy of more than 1 year, and - Have a value of Birr 1,000.

Accounts Recording: The project uses Peachtree accounting software to record transactions based
on the actual source documents.

The project uses Ethiopian Government budget calendar i.e. from 8 th July to 7 th July of the following
year for planning, budgeting and reporting purposes.

Chrtr Cortifie
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OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 7 JULY 2018

Currency: ETB

3. CASH AT BANK & ON HAND
Designated Accounts

NBE-IDA Credit Account USD 5,029,819
NBE Birr Account at Federal 268,451
CBE Birr Account at Region 8,075,206

13,373,476

4. DEBTORS AND PREPAYMENTS

Sundry Debtors-Region 5,000

Staff advance-Region 942,092

Advance to woredas and Zones 8,865,550
Receivable from REDD+ Project 11,008,781

20,821,422
Birr 11,000,000 was transferred to REDD+ Project as temporary loan.

5. PAYABLES
Oromia Water and Energy Bureau 217,323.03
Zones and Woredas 86,189.46
Sundry creditors 5,552.50
Pension Payable 288,263.90
VAT Payable 1,173,413.41
Withholding tax Payable 295,307.19
Employees income tax 357,612.34
Payable to REDD+ Readiness Project 676,954.71

3,100,616.54

6. FUND BALANCE

Balance as at July 8, 2017
Excess of Sources Over Uses 31,094,281.39

Balance as at July 7, 2018 31,094,281.39

lie,* 1id



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 7 JULY 2018

Currency: ETB
7. SOURCE OF FUNDS

Sources IDA-Credit

Grant # TF 0A4442 USD($) Exc Rate Birr

30/06/2017 950,000.00 23.11 21,952,695.00
7/3/2018 156,433.14 27.23 4,259,940.34

1,106,433.14 26,212,635.34

IDA-Direct Payment - -

1,106,433.14 26,212,635.34

Sources IDA-Credit

Grant # TF 0A4467 USD($) Exc Rate Birr

10/7/2017 1,050,000.00 23.13 24,289,755.00
12/3/2018 172,899.79 27.23 4,708,735.59

1,222,899.79 28,998,490.59

IDA-Direct Payment - -

1,222,899.79 28,998,490.59

Total Fund Received 2,329,332.93 55,211,125.93

A



Ll OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JULY 7,2018
8. USES OF FUNDS BY PROJECT COMPONENTS AND SUB-COMPONENTS

% of
Annual Actual Annual Budget %o

Project Components & Subcomponents Annual Budget Uatual an e Budget
Utilization Variance.

Utilization

8.1 Component 1: Enabling investments
Sub component
1.1: Sub-basin land-use planning support 2,145,000 352,214.61 1,792,785.39 0.16

1.2 Investment and extension services 86,517,289.82 16,914,352.62 69,602,937.20 0.20

1.3 Forest management investment in deforestation hotspots 9,345,415.92 5,527,415.18 3,818,000.74 0.59

8.2 Component 2: Enabling environment
Sub component
2.1 Institutional capacity building 14,180,497.55 5,194,962.71 8,985,534.84 0.37
2.2 Incentives 6,422,897.25 807,896.05 5,615,001.20 0.13
2.3 Information 10,928,720.00 133,396.00 10,795,324.00 0.01
2.4 Safeguards management 7,116,282.91 3,196,637.87 3,919,645.04 0.45
2.5 Program management 550,000.00 - 550,000.00 -
Component Su total I l 9,332,892.63 29,865,50508 0.24

8.3 Component 3: Emission reduction payments -_-_-_-
Component Sub total - -

8.4 Contingency 4,446,849.81 - 4,446,849.81 -
4,446,849.81 -

GRAND TOTAL 1032,26875.04 109,526,078.22 0.23

NB . The project performance shows only 23% achievement.

A,,~ COMFI,d
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OROMIA NATIONAL REGIONAL STATE FORESTED LANDSCAPE PROJECT (OFLSP)
RECONCILIATION OF AMOUNTS RECEIVED BY THE PROGRAM AND FUNDS
DISBURSED BY THE WORLD BANK
FOR THE YEAR ENDED 7 JULY 2018

IDA Credit disbursed Received by the Program

by the Bank
IDA Credit/ USD Rate ETB

Withdrawal
1 30/06/2017 950,000.00 950,000.00 23.1081 21,952,695.00
2 7/3/2018 156,433.14 156,433.14 27.2317 4,259,940.34
3 1017/2017 1,050,000.00 1,050,000.00 23.1331 24,289,755.00
4 12/3/2018 172,899.79 172,899.79 27.2339 4,708,735.59

2,329,332.93 2,329,332.93 55,211,125.93 -

Chartered Certified
Accountants
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