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KINGDOM OF CAMBODIA
NATION RELIGION KING

— e

MINISTRY OF RURAE DEVELOPMENT

Statement by the management

I, the undersigned, do hereby state that in my opirion, the accompanying financial statemenits, which
comprise the statement of receipts and payments and statement of advance account for the year
ended 31 December 2020 and notes as et out on pages € 0 31 of the Rural Roads Improvement
Project Hi {'the Project"}, under the Asian Development Bank Loan Na, 3678 —- CAM (COL) and ADE
Grant No. 0681 — CAM (SF) and implemented by the Ministry of Rural Development ("MRE", "the
Executing Agency” or “EA”), present fairdy, in all material respects, in accordance with the Cash Basis
of Accounting of Cambodian Public Sector Accounting Standards ('CPSAS").

On behalf of the Project’s managemenit:

.

ﬁan Carong
Froject Diractor
Ministry of Rural Development

-

Phrnom Penh, Kingdom of Cambaodia

28 May 2021

it

Address: #T71-771, Phreah Monivong Blvd, Sangkat Boeung Trabek, Khan Chamkar Mom, Phrom Penh, Cambodia,



KPMG Cambodia Ltd

4" Flgor, Delano Center

MNo. 144, Street 169, Sangkat Veal Vong
Khan 7 Makara, Phnom Penh

Kingdom of Cambodia

+855 23 216 899 | kpmg.com.kh

Report of the independent auditors
To the Ministry of Economy and Finance
Royal Government of Cambodia

Opinion

We have audited the accompanying financial statements of the Rural Roads Improvement
Project Il ("the Project”), financed under the Asian Development Bank Loan No. 3678 —
CAM (COL) and ADB Grant No. 0581 — CAM (SF), implemented by the Ministry of Rural
Development ('MRD", “the Executing Agency” or “EA"), which comprise the statement of
receipts and payments and statement of advance account for the yearended 31 December
2020 and notes, comprising significant accounting policies and other explanatory
information as set out on pages 6 to 31 (hereafter refemed to as “the financial statements”).

In our opinion, the accompanying financial statements present faidy, in all matenial respects,
of the cash receipts and payments of the Project for the year ended 31 December 2020 in
accordance with the Cash Basis of Accounting of Cambodian Public Sector Accounting
Standards ("CPSAS").

Basis for Opinion

We conducted our audit in accordance with Cambodian Intemational Standards on Auditing
(CISAs). Our responsibilties under those standards are further described in the Auditors’
Responsibiliies for the Audit of the Financial Statements section of our report. We are
independent of the Project in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Cambodia, and we have fulfiled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Matter

As stated in Note 15 to the financial statements, the Project adopted Cash Basis of
Accounting of Cambodian Public Sector Accounting Standards (“CPSAS”) on 1 January
2020 with a transition date of 29 August 2018 (Project effective date). These standards were
applied retrospectively to the comparative information in these financial statements,
including, the statement of receipts and payments and statement of advance account of the
Project for the period from 29 August 2018 to 31 December 2019 and related explanatory
notes.

KPMG Cambodia Lid.. a Cambodian single member privale limiled company and & mambes frm of e
KPNG giohal anganizalion of independant mesmber ims. affliaied with KPMG intemational Limited, &
private Englesh compsany limilad by guaranbess. A1 sghis reasne
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We were not engaged to audit on the restated comparative information and it is unaudited. Our
responsibilities in respect of this comparative information is to determine whether the financial
statements include the comparative information required by CPSAS and whether such information is
appropniately classified.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the Appendix | on page i, but does not include the financial statements and
our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Emphasis of Matter - Restriction on Use

We draw attention to Note 2 to the financial statements, which describes the financial statements are
prepared for the information of and use by the management of the Project, the Ministry of Economy
and Finance ("MEF") and the Asian Development Bank ("ADB"). As a result, the financial statements
may not be suitable for another purpose. Our audit report is intended solely for the management of
the Project, MEF and ADB and should not be used by other parties other than the management of
the Project, MEF and ADB. Our opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Govemnance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with CPSAS, and for such intemal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, management is responsible for assessing the EA's ability to
continue as a going concem, disclosing, as applicable, matters related to going concem and using
the going concem basis of accounting unless management either intends to cease the operations or
has no realistic altemative but to do so.

Those charged with govemance are responsible for overseeing the Project's financial reporting
process.
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Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or ermor, and to issue an auditors’ 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 CISAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or eror and are considered matenal 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 an audit in accordance with CISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

-

Identify and assess the risks of material misstaternent of the financial statements, whether due to fraud
or emor, 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
misstaterment resulting from fraud is higher than for one resulting from eror, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the overide of intemal control,

Obtain an understanding of intemal control relevant to the audit in order to design audit procadures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Project's intemal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concem basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the EA’s ability to continue as a going concem. I
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to madify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditors’ report. However, future events or conditions may cause the EA to cease to continue
as a going concem.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with govemance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
intemal control that we identify during our audit.

Phnom Penh, Kingdom of Cambodia

28 May 2021
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements
for the year ended 31 December 2020

These notes form an integral part of, and should be read in conjunction with, the accompanying financial
statements.

1. Background and activities

The Rural Roads Improvement Project Ill (“the Project” or “RRIP 1II”) was established under the
Loan Agreement No. 3678 — CAM (COL), and Grant Agreement No. 0581 — CAM (SF), signed on
29 June 2018 between the Asian Development Bank (“ADB”) and the Royal Government of
Cambodia (‘RGC”) (represented by the Ministry of Economy and Finance).

The financing agreements became effective for implementation on 29 August 2018 and the Project
is expected to be completed by 30 June 2026.

ADB approved the captioned loan and grant on 29 June 2018 including US$58.5 million from
ordinary capital resources (concessional loan) and US$1.5 million from special funds resources
(Asian Development Fund grant). The Project will rehabilitate about 360 kilometers (km) of rural
roads in five provinces (Kampong Cham, Kratie, Prey Veng, Svay Rieng and Tboung Khmum) to
paved condition. The rehabilitated roads will provide poor rural provinces with a safer, disaster- and-
climate-resilient rural road network with all-year access to markets and other social services. The
Project will continue to support the sustainability of the rural road network through (i) a rural road
maintenance regime in the MRD; and (ii) a community-based road safety program.

The Ministry of Rural Development (‘MRD”) is the Project’s Executing Agency (‘EA”) and is responsible
for the overall technical supervision and execution of the Project. The Project Management Unit (‘PMU”)
was established by MRD to implement and supervision the Project’s activities.

The Project comprises the following outputs:

Output 1: Rural Roads Improvements

The Project will rehabilitate 22 roads, about 360 km in total, to disaster-resilient paved condition and
reduce the average roughness of the Project roads. MRD plans to increase social and environmental

officers (“SEQ”) from 7 to 11; and engage consultants from ODIS Consultants GmbH to implement
this output.

11



Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

1.

Background and activities (continued)
Output 2: Rural Roads Asset Management

Under this output, MRD will increase the annual operation and maintenance budget for the Project
roads to a sufficient level which will keep the reasonable quality of the roads. Provincial Department
of Rural Development need to conduct routine maintenance and budgetary support needs to be
adequately allocated for maintaining already paved rural roads. The Project will also install overload
control gates to curtail overloaded and oversized trucks for effective axle load control.

Output 3: Rural Road Safety and Community Awareness Program
Under this output, there are three sub-output as followings:

(i) Community residents will improve their knowledge and understanding of road safety
measures;

(i) Community residents and contractors' personnel will improve their HIV/AIDS and human
trafficking awareness and prevention program (“HHTPP”) awareness; and

(i) SEO will establish a sex-disaggregated baseline socioeconomic database and receive
training on designing and conducting a socioeconomic survey. A sex-disaggregated baseline
socioeconomic survey of beneficiaries will be conducted by ODIS consultants.

All three outputs are gender sensitive and have relevant gender indicators. The labor gender action
plan (“LGAP”) describes the gender-related activities. SEO will implement the LGAP for the overall
project with support from ODIS consultants.

Export-Import Bank of Korea (‘KEXIM”) will finance the rehabilitation of other 36 rural roads, about
364 km in total, under the RRIP lll as a collaborative co-financier. An MOU on collaborative co-
financing between ADB and KEXIM with respect to the RRIP Il was concluded on 19 December
2018. The KEXIM loan on RRIP Il was signed with the RGC on 14 March 2019. This collaborative
financing is not administered by ADB; and thus, not included in these financial statements.

12
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

2.

(@)

(b)

(@)

Basis of accounting

Statement of compliance

The financial statements have been prepared in accordance with the Cash Basis of Accounting of
Cambodian Public Sector Accounting Standards (“CPSAS”). These are the first set of financial
statements prepared in accordance with CPSAS and Part 1 Section 1.8 Effective Date of Part 1
and Transitional Provisions has been applied.

In the previous financial period, the financial statements were prepared in accordance with a
modified cash receipts and disbursements basis of accounting. This is a basis of accounting that
is designed to meet the requirements of the Project; it is not designed to produce financial
statements that are compatible with Intemational Financial Reporting Standards.

The Project has applied consistently to all periods presented in these financial statements and in
preparing the opening CPSAS statement of receipts and payments and statement of advance
account at 29 August 2018 (Project effective date) for the purposes of the transition to CPSAS.
The financial statements are prepared for the information of and use by the management of the
Project, the Ministry of Economy and Finance (‘MEF”) and the Asian Development Bank (“ADB”).
As a result, the financial statements may not be suitable for another purpose.

An explanation of how the transition to CPSAS has affected the reported statement of receipts and
payments and statement of advance account of the Project is provided in Note 15.

Basis of measurement

The financial statements expressed in United States Dollars (US$) have been prepared under the
historical cost convention.

Significant accounting policies

Fund receipts and payments

Fund receipts are defined as the fund received by the Project from Development Partners and
RGC. This is recognised when received and recorded as gross amounts of bank charges.

Payments represents all costs paid to support the objective of the Project and are recognised when
paid.

14



Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

(b)

(c)

(d)

(e)

()

Significant accounting policies (continued)

Statement of advance account

The statement of advance account is prepared in accordance with the Loan and Grant Agreements
and is purely used to receive and disburse for expenditure financed by the ADB loan and grant
proceeds.

Non-expendable equipment

The cost of non-expendable equipment is charged to the statement of receipts and payments and
statement of advance account upon acquisition. For control and management purposes, a
memorandum account for non-expendable equipment is maintained by way of a non-expendable
equipment listing.

Interest charge

The interest charged by the ADB is a direct payment, and accounted for in the statement of receipts
and payments as receipts with corresponding payment category.

Foreign currency transactions

The Project transacts its operations and maintains its accounting records primarily in United States
Dollars (“US$”). Transactions in currencies other than US$ are converted into US$ at the rates of
exchange prevailing on the transaction dates published by the National Bank of Cambodia.

Cash and bank balances in currencies other than US$ are translated into US$ at the open market

rates of exchange at the year/period-end date. All foreign exchange differences are recognised in
the statement of receipts and payments and the statement of advance account.

In-kind contribution
All in-kind contribution from the RGC to the Project is not accounted for in the statement of receipts

and payments and statement of advance account. In-kind contribution is disclosed in the note to
the financial statements for information only.

15



Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

4. Cash

Cash comprises cash on hand, demand deposits and cash equivalents. Demand deposits and cash
equivalents consist of balances with banks.

Cash included in the statement of receipts and payments and statement of advance account
comprise the following amounts:

As at As at
31 December2020 31 December 2019

Us$ Us$
Cash on hand — ADB Loan No. 3678 1,000 968
Advance account— ADB Loan No. 3678 (*) 109,297 179,845
Cash balance — ADB Loan No. 3678 110,297 180,813
Advance account — Government Counterpart Fund (*) 48,520 -

158,817 180,813

(*) These represent bank balances maintained in a separate bank account with the National Bank
of Cambodia (“NBC").

16
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

12. Advance to contractors

During the year/period, the Project incurred the following advance transactions:

Period from
Year ended 29 August 2018 to
31 December 2020 31 December 2019
Us$ Us$
At beginning of the year/period 389,068 -
Addition for the year/period (*):
Civil works - 219,454
Consulting services - 169,614
Liquidation:
Civil works (219,454) -
Consulting services (169,614) -
At end of the year/period (**) - 389,068

(*) The advances were recorded as payments in respective payment categories in the statement of
receipts and payments upon incurred.

(™) This represents unliquidated advances which are maintained by way of advance register for
management's monitoring purpose:

As at As at
31 December 2020 31 December 2019
US$ US$
Civil works (Note 6) - 219,454
Consulting services (Note 8) - 169614
- 389,068
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Ministry of Rural Development

Rural Roads Improvement Project Ili

ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

14. Items not recognised in the statement of receipts and payments

14.1. Receipts from selling bid documents

During the year/period, the Project sold bid documents on behalf of the National Treasury
Departments (“NTD”) and the receipt was transferred to NTD on 31 December 2020 as follow:

Year ended
31 December 2020
Us$
Receipt 21,900
Transferred to NTD (21,900)

14.2. In-kind contribution

Period from

29 August 2018 to
31 December 2019

Us$

1,400
(1,400)

Cumulative
period from
29 August 2018 to
31 December 2020
Us$

22400
(22,400)

The Project’'s management has identified and calculated in-kind contribution from the RGC to the

Project based on the MEF’s guideline as follows:

Year ended
31 December 2020

US$
Office space 13,200
Utilities (electricity and water) 3,000
Salaries of project staff 68,004

Taxation

Civil works 573,540
Consulting services 89,838
Goods and equipment -
747,582

Period from
29 August 2018 to
31 December 2019
us$

13,200
3,000
103,216

25,841
82,378
8,811

236,446

Cumulative
period from
29 August 2018 to
31 December 2020
us$

26,400
6,000
171,220

599,382
172,216
8,810

984,028
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

14.

14.3.

15.

Iltems not recognised in the statement of receipts and payments
(continued)

Payment commitments

As at 31 December 2020, the Project had the following payment commitments:

As at As at
31 December 2020 31 December 2019
us$ us$
ADB:
Contracted, but not yet paid:
Civil works 44 455,141 2,003,800
Consulting services 2,162,093 2,634,175
46,617,234 4,637,975

Explanation of transition to CPSAS

As stated in Note 2, these are the Project’s first set of financial statements prepared in accordance
with CPSAS.

The accounting policies set out in Note 3 have been applied in preparing the financial statements
for the year ended 31 December 2020 and the comparative information presented in these
financial statements for the period from 29 August 2018 to 31 December 2019.

In preparing its opening CPSAS statement of receipts and payments and statement of advance
account, the Project has restated amounts reported previously in financial statements prepared in
accordance with modified cash receipts and disbursement basis (“Previous GAAP”) relating to the
preparation of the financial statements.

Reconciliation of cash
The following reconciliation summarise the impacts on initial application of CPSAS on the Project’s

financial position as at 31 December 2019 and the Project’s statement of receipts and payments
and statement of advance account for the period from 29 August 2018 to 31 December 2019.
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)

for the year ended 31 December 2020

15. Explanation of transition to CPSAS (continued)
Reconciliation of cash (continued)

As at 31 December 2019

Previous Effect of transition
GAAP to CPSAS CPSAS
us$ us$ uUs$

Current assets
Cash on hand 968 - 968
Cash at banks 179,845 - 179,845
Advances A 389,068 (389,068) -

569,881 (389,068) 180,813

Reconciliation of statement of receipts and payments for the period from 29 August 2018
to 31 December 2019

Period from 29 August 2018 to 31 December 2019

Previous Effect of transition

GAAP to CPSAS CPSAS

uUs$ Us$ Us$
Receipts
Asian Development Bank 1,528,670 - 1,528,670
Royal Govemment of Cambodia B 1,400 (1,400) -

1,530,070 (1,400) 1,528,670
Payments by category and financier
Civil works A 258,415 219,454 477,869
Goods and equipment 88,110 - 88,110
Consulting services A 588,511 169,614 758,125
Incremental administrative cost B 20,587 (1,400) 19,187
Interest charge 4,566 - 4,566

960,189 387,668 1,347,857

Change in cash 569,881 (389,068) 180,813
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

15. Explanation of transition to CPSAS (continued)

Reconciliation of statement of advance account for the period from 29 August 2018 to
31 December 2019

Period from 29 August 2018 to 31 December 2019

Previous Effect of transition
GAAP to CPSAS CPSAS
us$ uUs$ Us$

Receipts
Asian Development Bank 288,110 - 288,110
Payments by category and financier
Goods and equipment 88,110 - 88,110
Incremental administrative cost 19,187 - 19,187

107,297 - 107,297
Change in cash 180,813 - 180,813

A. Restatement of advances

Under previous GAAP, the expenditure is recognised when payments are made rather than when
it is incurred, except for the advanced payments made to suppliers/staff that are initially recognised
as a receivable and only recognised as expenditure when they have been liquidated by supporting
invoices.

On the adoption of CPSAS, the payments increased by US$389,068 and advances decreased by
US$389,068.
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Ministry of Rural Development

Rural Roads Improvement Project Ili
ADB Loan No. 3678 — CAM (COL) and ADB Grant No. 0581 — CAM (SF)

Notes to the financial statements (continued)
for the year ended 31 December 2020

15. Explanation of transition to CPSAS (continued)

A. Restatement of advances (continued)

Period from
29 August 2018 to
31 December 2019
US$

Statement of receipts and payments
Increase in civil works 219,454
Increase in consulting services 169,614
Adjustment to change in cash 389,068
Represented by:
Decrease in advances 389,068

B. Restatement of receipts and payments

Under previous GAAP, the pass-through payments from the RGC are recognised as gross in
receipts and related expenditure. On adoption of CPSAS, the pass-through payments from the
RGC are recognised as net in the statement of receipts and payments.

Period from
29 August 2018 to
31 December 2019
Us$

Statement of receipts and payments
Receipts
Decrease in receipts 1,400
Payments by category and financier
Decrease in incremental administrative cost 1,400

Adjustment to cash -
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