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Statement by the management

| do hereby state that in my opinion:

a)  The accompanying financial statements, which comprise the statement of financial position
as at 31 December 2016, the statement of receipts and expenditure and the statement of
imprest accounts for the year then ended, and notes as set out on pages 5 to 29 of the
Provincial Roads Improvement Project (“the Project”, funded by the Asian Development
Bank Loan No. 2838-CAM (SF), Loan MNo. 8254-CAM {SCF) and Grant No. 0278-CAM and
implemented by the Ministry of Public Works and Transport (‘MPWT" or “the Project
Implementing Unit® or “PIU") are prepared, in all material respects, in accordance with the
basis of accounting and the accounting policies described in Note 2 to the financial
statements.

b)  The disbursements shown in the financial statements were implemented according to the
loan and grant agreements and the Project was in compliance with all loan and grant
covenants of the agreements for the year ended 31 December 2016,

On behalf of the managemeant
Fe 3 | ! ()
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H.E. Pheng Sovicheano H.E. Mhean Leng
Project Director, PIL3 Chainman of Inler Ministerial resetilerment
Secrefary of State Committee
Ministry of Public Works and Transport Miristry of Econamy and Finance

Phnom Penh, Kingdom of Cambodia

Date 76 JUN 2017



KPMG!

KFPMG Cambodia Ltd

4" Floor, Delano Center

Mo. 144, Street 169, Sangkat Veal Vong
Khan 7 Makara, Phnom Fenh

kingdom of Cambadia

+355 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 Provincial Roads
Improvement Project (the Project’), funded by the Asian Development Bank Loan
No. 2839-CAM (8F), Loan No. 8254-CAM {SCF) and Grant No, 0278-CAM implemented
by the Ministry of Public Works and Transport ('MPWT or "the Project Implementing Unit"
or "PIU"), which comprise the staterment of financial position as at 31 December 2016 and
the statement of receipts and expenditure for the year then ended and notes, comprising
significant accounting policies and other explanatory information (“financial statements”),
as set out on pages Sto 29,

In our opinion, the accompanying financial statements are prepared, in all material
respects, in accordance with the basis of accounting and the accounting policies as
described in Note 2 to the financial statements.

Basis for Opinion

We conducted our auditin accordance with Cambodian Intemational Standards on Auditing
(CISAs). Qur responsibiities under those standards are further described in the Auditors’
Responsibiliies for the Audt 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 statemerts in Cambodia, and we have fulfilled our cther 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 Information

Management is responsible for the other information. The other information comprises the information
included in the Appendix, 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 audi, or othersise 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. Ve have nothing to report in this regard.

Emphasis of Matter - Basis of Accounting and Restriction on Use

We draw attention to Note 2 to the financial statements, which describes the basis of accounting and
the accounting policies adopted by the Project. The financial statements are prepared for the
infermation of and use by the management of the Project, the Ministry of Economy and Finance, and
the Asian Development Bank. 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, the Ministry of
Economy and Finance, and the Asian Development Bank and should not be used by or distributed
to other parties. Our opinion is not modified in respect of this matter.

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

Management is responsibie for the preparation of the financial statements in accordance with the
basis of accounting and the accounting policies described in Note 2 to the financial statements, and
for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatements, whether due to fraud or error,

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

Those charged with govemance are responsible for overseeing the Project’s financial reporting process.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as awhole
are free from material misstatement, whether due to fraud or errar, 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 error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.



KPMG

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

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

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

Cenclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material urcertainty exists related to
events or conditions that may cast significant doubt on the PIU's ability to continue as a going
concem. If 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 modify our opinion. Qur conclusions are based on the audit evidence obtained
up to the date of our auditors’ report. However, future events or conditions may cause the PIU
to cease to continue as a going concem.

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 significart deficiencies in
internal control that we identify during our audit,

For KPMG Cambodia Ltd

MNge Huy
Partner

Phnom Penh, Kingdom of Cambodia

28 June 2017



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Statement of financial position
as at 31 December 2016

As at As at
31 December 2016 31 December 2015
Note USH LSS
Current assets
Cash on hand 3 306 301
Cash at banks 4 574,545 B4B 504
Advances 6 5,247 748 5,666 975
Due from Govemment Counterpart Fund (RGC) 5 300,000 600,000
6,122,680 7.113,781
Current liabilities
Due to other projects 7 - (150,000)
Net assets 6,122,680 6,963,781
Represented by:
Fund balance at end of the year 6122 689 6,963,781

The accompanying notes form an integral part of these financial statements.



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2838-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Statement of receipts and expenditure
for the year ended 31 December 2016

Cumulative
penod from
Year ended Year ended 2 August 2012 to
31 December 2016 31 December 2015 31 December 2018
Note UsS$ US$ S5
Receipts
Asian Development Bank B(a) 7,148,510 6,290,352 23,242,456
Govemmeant Counterpart Fund Bib} 1,508,836 2,734,025 5207 242
8,656,346 0024 377 28530698
Expenditure by
disbursement category 9
Civil works 10 6,348,543 48643,101 12848775
Equipment 1,650 - 1,850
Censulting services i 1,247 218 2039984 6408 411
Incremental administrative costs 12 181,719 208,714 472 099
Resetflement cost 13 1,594,204 440 163 2,365,220
Service charges - . 148
Interest charge 124,104 70,817 221,706
0,497 438 7402779 22417009
{Deficit)fexcess of receipts over expenditure  (841,092) 1,621,598 6,122,689
Fund balance at beginning
of the year/period 6,963,781 5,342,183 -
Fund balance at end
of the year/period 6,122,689 6,963,781 6,122 889

The accompanying notes form an integral part of these financial statements.



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Statement of imprest accounts
for the year ended 31 December 2016

Cumuiative
period from
Year ended Year ended 2 August 2012 to
31 December 2016 31 December 2015 31 December 2016
Note USs USS Uss
Receipts
Asian Development Bank B(a) 163,288 365,192 GBS 678
Expenditure by
disbursement category
Equipment 1,650 - 1,650
Consulting services 11 36,868 156,884 249,569
Incremental administrative costs 12 153,386 180,161 399,628
191,914 337 045 650,847
{Deficitiexcess of receipts over expenditure (2B,626) 28,147 38,831
Fund balance at beginning of the year 67,457 39,310
Fund balance at end of the year 38,831 67 457
Represented by:
Cash on hand 3 396 0
Cash at bank 4 38,435 68,163
Due from Govemment
Counterpart Fund D - 883

38,831 67,457

The accompanying notes form an integral part of these financial statements.



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

MNotes to the financial statements
for the year ended 31 December 2016

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

financial statements.

Background and activities

Provincial Roads Improvement Project ('the Project”) was established under the Loan
No. 2839-CAM (SF) (the Loan") signed on 21 February 2012 between the Royal
Gavernment of Cambodia ("RGC") represented by the Ministry of Economy and Finance
("MEF") and the Asian Development Bank ("ADB"). The loan committed by the ADB is
equivalent to 23,008,000 Special Drawing Rights ("SDR") or US$52 million with the loan
effective date on 2 August 2012 based on the approval letter from ADB dated 8 August
2012 after MEF fuffill the compliance of required three conditions for loan effectiveness to
ADB. The Ministry of Public Works and Transport will be the implementing agency.

The principal amount of the loan is repayable in semi-annual instalments payable on each
15 February and 15 August commencing on 15 February 2020 and ending on 15 August
2043, Aninterest rate of 1% per annum during the period prior to the payment of the first
principal amount of the loan, and 1.5% per annum, thereafter, on the amount of loan
withdrawn from the ADE and outstanding balance from time to time. The interest charge
and other charges on the loan shall be payable semi-annually on 15 February and
15 August in each year. The loan closing date for the Project is on 30 September 2017,

The Intemational Bank for Reconstruction and Development, through Asian Development
Bank acting in s capacity as an implementing agency of Strategic Climate Fund
("ADB SCF"). agreed to grant a Loan No. 8254-CAM (SCF) ("the Loan®) amounting to
US$10 million signed on 21 February 2012 to the Project through the MEF. The principal
amount is repayable over 60 semi-annual instalments commencing on 15 February 2022,
The loan shall pay with a service charge of 0.1% per annum. The service charge on the
loan shall be payable semi-annually on 15 February and 15 August in each year.

In addition, according to the Grant Agreement dated 21 February 2012 between the
Kingdorm of Cambodia ("Recipient”) and ADB, acting not in its individual capacity but solely
i its capacity as an implementing entity of the Strategic Climate Fund, ADB SCF agreed to
make available fund to the Recipient of US$7 million upon the terms and conditions set out
in the Grant Agreement to support the Project.

The RGC will contribute about US$8.8 million equivalent (about 12.4% of total project costs)
which will cover local taxes, duties, land acquisition and resettlement cost, and contingency.



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

1. Background and activities (continued)

The objectives of the Project are to provide safe, cost effective, all-year access in the road
network of provincial agricultural areas of the Project provinces.

The Project shall comprise:
a. Rehabilitation of Project roads and a crass-border facility at Prey Var, Svay Rieng

(i} Rehabilitating a part of NR 12 and NR 314D to climate resilient paved condition;

{ii) Constructing a new cross-border facilities (‘CBF") at Prey Viar, Svay Rieng; and

(i) Rehabilitating a part of NR 150B, NR 53 and NR 151B to climate resilient paved
condition.

b, Improvement of MPWT's road asset management

¢ Increased road safely, institutional efficiency, and awareness of potential social problems
through

(il acommunity-based road safety awareness program in line with the national program:;
(i) an HAVAIDS and Human Trafficking Prevention Program for the Project: and
(i} asex-disaggregated baseline sociceconomic survey of beneficiaries.

d. Increased resilience of Project roads to climate change

{ii Managing climate change impacts through civil works adjustments, hazard mapping,
green or ecosystem based measures, and policy and planning activities; and

(i} Developing emergency rmanagement planning for Project roads and planning water
capture and storage systems.

e. Efficient project management



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

MNotes to the financial statements (continued)
for the year ended 31 December 2016

1. Background and activities (continued)

Funding of the Project by the ADB according to the allocation and withdrawal of the loan proceeds
based on the approved financing allocation of fund by ADB dated 21 February 2012 is as follows:

Amount of the
loan allocated Percentage of
(expressed in SDOR expenditures

Category equivalent) financing
Civil works
Improvement of National Road No. 13 (62 4 Km) 9 180,000 T1%
Improvement of National Road No. 3140 (25.6 Krm)

and CBF at Prey Var and Svay Rieng 5,891,000 4%
Improvement of National Road

No. 150B, 53 and 1518 (69.6 Km) 6,690,000 B68%
Equipment 384.000 100%*
Consuling senices
Deetail design and implementation supervision 3,479,000 BO%"
Road asset management program 425000 100%*
HIV awareness and prevention prograrm 184 000 100%™
Incremental administrative costs
Project management 1,060,000 87%
Priority operafing cost 241,000 100%:~
Interest charge 698 000 100%
Unallocated 4,786,000

Total 33.008,000

* Exclusive of taxes and duties impesead within the temitory of the Kingdom of Cambedia.

10



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

1. Background and activities (continued)

Allocation and withdrawal of loan and grant proceeds from the ADB SCF based on the
approved financing allocation of funds by ADB dated 21 February 2012 are as follows:

Loan Nao. B254-CAM (SCF)

Amount of the Fercentage of
loan allocated expenditure
Category USS equivalent financing
Civil works
Impraverment of National Road Neo. 13 (62 4 Km) 3,430,000 17%
Improvement of Mational Road No. 314D (25.6 Km)
and CBF at Prey Var and Svay Rieng 1,500,000 12%
Improvement of National Road
No. 150B, 53 and 151B (9.6 Km) 2,320,000 15%
Consulting services 1,270,000 20%"
Senvice charge 20,000 100%
Unallocated 1,460,000

Total 10,000,000

Grant No. 0278-CAM
Amount of the Percentage of

grant allocated expendture

Category USS equivalent financing
Civil works
Improvement of National Road

MNo.1508, 53 and 1518 (695 Km) 880,000 &%
Climate resilience wark 2,770,000 a7,
Consultants services for climate resilience 2,280 000 10054*
Lnallocated 1.080,000

Total 7,000,000

" Exclusive of taxes and duties imposed within the territory of the Kingdom of Cambodia.

11



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

2

(a)

(b)

(c)

(d)

Significant accounting policies

Basis of accounting

The financial statements, which are expressed in United States Dollars ("US$"), have been
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 International Financial
Reporting Standards.  Under this basis of accounting, receipt is recognised when funds are
received in cash and expenditure is recognised when expenditure are made rather than when it
is incurred, except for the treatment of the followings:

(i) Advances made to suppliers and contractors are inttially recognised as a receivable and
anly recognised as expenditure when they have been liquidated by supporting invoices;
and

{iif Due from/(to] Gowvernment Counterpart Fundicther Projects is recognised as
receivables/payables until they are settled,

Statement of imprest accounts

The statement of imprest accounts 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-expendatle equipment is charged to the statement of recaipts and expenditure
upon acquisition.  For control and management purposes, a memorandum account for non-
expendable equipment is maintained by way of a non-expendable equipment listing.

Foreign currency transactions

The Project executes transactions and maintaing its accounting records primarily in United
States Dallars ("USE"). Transactions in currencies other than USE are converted into US$ at
the rates of exchange prevailing on the transaction dates. Cash and bank balances in currencies
other than USS are translated into US$ at the open market rates of exchange at the year end
date, All foreign exchange differences are recognised in the statement of receipts and
expenditure and the statement of imprest account.

12



Ministry of Public Works and Transport

Provincial Roads Improvement Project

Loan No. 2839-CAM (SF), Lean No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements {continued)
for the year ended 31 December 2016

3. Cash on hand

As at
31 December 2016
Us$
Asian Development Bank 306
4. Cash at banks
Asat
31 December 2016
UsS$
Imprest accounts - Government Counterpart Fund 12277
Imprest accounts - ADB 38435
Resettlernent fund - Govemment Counterpart Fund 523,833

574545

5. Due from Government Counterpart Fund

Asat
31 Decemiper 2015
LUS3

3m

As at
31 December 2015
uss

16,430
66,163
763,911

846,504

This represents the amounts due from other project — AC8624 "Stung Chikreng Water Resources
Development Project’, under Inter-Ministrial Resettiement (“IRC") of the Ministry of Ecanomy and
Finance for which Royal Government of Cambodia ("RGCY) is responsicle, These amounts were

subsequently reimbursed when funds are received from the RGC.

13
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Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

7. Due to other projects

Prior year, represents the amounts due to Govemment Counterpart fund (RGC) under Project AC
7175 and AC 5141 of USE70,000 and US$80,000 respectively. Subsequertly, the funds have
been refunded to those Projects’ bank account on 3 May 2016 and 8 June 2016 respectively.

8. Receipts
(a) Asian Development Bank
Cumulative
period from
Year ended Year ended 2 August 2012 to
31 December 2016 31 December 2015 31 December 2016
Note Us$ LSS Us$
ADB Loar No 2839 CAM-(SF)
Direct payments {1} 5,339,857 4411674 16,738 904
Transfers from first generation
imprest accounts (i) 163,288 365,192 588,678
Interest charge 121,405 68,565 216,756
5,624,550 4845372 17,845,338
ADB Loan No. 8254-CAM (SCF)
Direct payments {i) 1,198,693 083,436 3,757,881
Interest charge 2,699 - 4950
1,201,392 983435 3,762,831
ADB Grant No. 0278-CAM (SCF)
Direct payments (M 323568 461 544 1,834, 287

7,148,510 6,280,352 23,242 456

(il  These represents direct payments made during the year by ADB Loan No 2832 CAM-
(SF), ADB Loan no. 8254-CAM (SCF), and ADB Grant No. 0278-CAM (SCF) directly
to suppliers on behalf of the Project.

(i} Receipts from the Asian Development Bank for Loan No, 2838 - CAM (SF) were paid
into imprest accounts held at the Ministry of Economy and Finance. This was a
separate bank account held exclusively for ADB funds for loan No. 2839 — CAM (SF).
The receipts were then disbursed to the imprest accounts held at the implementing
government agencies, which is the Ministry of Publics Works and Transport ("MPWT")
at Foraign Trade Bank of Cambodia,

15



Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

8.

(b)

Receipts (continued)

Government Counterpart Fund

Cumuiative
period from
Year ended Year ended 2 August 2012to
31 December 2016 31 December 2015 31 December 2016
Mote USE LSS Us$

Direct payments * i} 734,304 480,593 1,975,340
Transfers from

imprest accounts (i) 25165 29.584 B4, 749

Land resettlement T47 387 2,213,848 3237153

1,508,836 2,734,025 B207.242

*. This represents direct payments made during the year by Govemment Counterpart Fund
(RGC) directly to suppliers on behalf of the Project.

16
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Ministry of Public Works and Transport

Provincial Roads Improvement Project

Loan No. 2839-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No, 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

15. Statement of disbursement

Detail of statement of disbursement fram ADB are as follows:

Year ended Year ended
31 December 2016 31 December 2015
USs US$
ADE fund claims during the year/period
Replenishment 163 288 365,182
Direct payments® 5,339,857 44118614
Sub-total 5,503,145 4,776,806
Total expenditure made
during the year/period Q570873 6,962 616
Less: Expenditure made out of
Govemment Counterpart Fund {2 425651) (519,147
Experditure made out of
ADB Loan 8254- CAM (SCF)  (1,201,392) (983,4386)
Expenditure made out of
ADB Grant 0278- CAM (SCF}  {290,653) (642,808)
Expenditure nct vet claimed (81,170) (22 543)
Advance paid in prior year
but recorded as expenditure
during the year (3,680,152) (3,710,773
Add: Expenditure incumed in prior year
but claims during the year 22543 81.311
Interest charged from ADB (121,405) {68,566)
Arvance made to contractors
during the year but yet
recorded as expenditure 3,680,152 3,680, 152

Total eligible expenditure claimed 5,503,145 4,776,806

" Excluded interest charged.

Cumulative
period from
2 August 2012 ko
31 December 2016
Uss

589678
18,738,904

17,338,582

21719428

(3,139,188)
(2,966,959

(1.686.925)
(51,170)

(21 5,?55-}

3,680,152

17,338,582
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Ministry of Public Works and Transport

Provincial Roads Improvement Project
Loan No. 2639-CAM (SF), Loan No. 8254-CAM (SCF) and Grant No. 0278-CAM

Notes to the financial statements (continued)
for the year ended 31 December 2016

17. Commitments

As at 31 December 20186, the Project has the following commitments:

Asat As at
31 December 2016 31 December 2015

LUSE Uss
Civil works 35,276 872 40,208 277
Consulting services 2841 725 4,033,326
Good purchasad 137,280 -
Land reseattiemant - 453,987
38 355887 44 708,550
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