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KINGDOM OF CAMBODIA
Nation Religion King
CECBTOTD

Ministry of Public Works and Transport

Statement by the Management

|, the undersigned, do hereby state that in my opinion, the accompanying financial statements, which
comprises the statement of receipts and payments and statement of advance accounts for the year
ended 31 December 2021 and nofes as set out on pages 5 to 32 of GMS Southem Economic Corridor
Towns Development Project {(the Project”), financed under the Asian Development Bank Loan No.
2983 —-CAM (COL), ADB Strategic Climate Fund Loan No. 8265 — CAM (SCF), ADB Strategic Climate
Fund Grant No. 0335 — CAM (SCF) and the Urban Environmental Infrasfructure Fund Grant No. 0334
— CAM (UEIF) and implemented by the Ministry of Public Works and Transport (‘MPWT”, “the Project
Management Unit" or “the PMU") present fairly, in all material respects, in accordance with the Cash
Basis of Accounting of Cambodian Public Sector Accounting Standards (“CPSAS”).

On behalf of the Projact management:

H.E. Vong Pisith

Praoject Director
Deputy Director General
Ministry of Public Works and Transport

Phnem Penh, Kingdom of Cambodia

31 May 2022

Street 598, Chrang Chamres li, Russey Keo, Phnom Penh Tel.: (855) 23 426 110
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KPMG:

KPMG Cambodia Ltd

GIA Tower, Sopheak Mongkul Street, Phum 14
Sangkat Tonle Bassac, Khan Chamkar Mon

Phnom Penh, Cambodia

+ 855 (17) 666 537 / + 855 (81) 533 999 | 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 GMS Southemn
Economic Comidor Towns Development Project (fthe Project”), financed under the
Asian Development Bank Loan No. 2983 — CAM (COL), ADB Strategic Climate Fund
Loan No. 8265 — CAM (SCF), ADB Strategic Climate Fund Grant No. 0335 — CAM
(SCF) and the Urban Environmental Infrastructure Fund Grant No. 0334 — CAM (UEIF)
and implemented by the Ministry of Public Works and Transport (‘MPWT", “the Project
Management Unit” or ‘the PMU"), which comprises the statement of receipts and
payments and statement of advance accounts for the year ended 31 December 2021
and notes, comprising significant accounting policies and other explanatory information
as set out on pages 5 to 32 (hereafter referred to as “the financial statements”™).

In our opinion, the accompanying financial statements present fairly, in all material
respects, the cash balance of the Project as at 31 December 2021, and its cash receipts
and payments for the year then ended 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 responsibilities under those standards are further described in the Auditors’
Responsibiities 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 fo
our audit of the financial statements in Cambodia, and we have fulfiled our other ethical
responsibifities 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.

KPMG Cambedia Ltdy a Cambodian single membar private limited company and a mamber firm of the
KPMG giobal organization of independent member firms affiliated with KPMG International Limited, a
private English company Hmited by guarantee. All rights reservad,
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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 therson.

QOur 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. Ve have nothing to report in this regard.

Emphasis of Matter - Restriction on Use

We draw aftention 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 (‘fADB"). As a resuli, the financial statements
may not be suitable for ancther purpose. Our audit report is intended solely for the management of
the Project, MEF and ADB and shouid 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 Governance 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 PMU’s ability to
continue as a going concem, disclosing, as applicable, matters refated 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 changed 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 whetherthe financial statements as a whole
are free from material misstatement, whether due to fraud or error, 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 emor and are considerad material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users faken
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:

» |dentify and assess the risks of material misstatement 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

9 detecting a material misstatement resulting from fraud is higher than for one resulting from error,

' as fraud may involve collusion, forgery, intentional omissions, misrepresentations, orthe override

of inftemal control.

! o Obtain an understanding of intemal control relevant to the audit in order to design audit
procedures 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 disclosuras 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 PMU’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. 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 PMU
to cease to continue as a going concem.

* Evaluate the overali 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.

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.

For KPMG Cambodia Ltd

N DA

‘U 69%

! Phnom Penh, Kingdom of Cambodia

31 May 2022
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Ministry of Public Works and Transport

GMS Southern Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (CCOL), ADB SCF Loan No. 8265 — CAM (SCF),
| ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 — CAM (UEIF)

Notes to the financial statements
for the year ended 31 December 2021

. 1. Background and activities

. The financing agreements (“the Agreements”) for GMS Southem Economic Corridor Towns
’ Development Project (‘the Project”) between the Asian Development Bank ("ADB") and the Royal
Govemment of Cambodia ("RGC”) (represented by the Ministry of Economy and Finance (‘MEF”"))

was signed on 8 April 2013. The Ministry of Public Works and Transport (‘"MPWT” or "PMU") is

responsible for the implementation of this Project. The agreement includes ADB Loan No. 2983 —

CAM (COL), ADB Strategic Climate Fund Loan No. 8265 - CAM (SCF) and ADB Strategic Climate

Fund Grant No. 0335 — CAM (SCF) in which ADB is acting in its capacity as an implementing

agency of the Strategic Climate Fund (“SCF”), Urban Environmental Infrastructure Fund Grant

No. 0334 ~ CAM (UEIF), whereby the ADB agreed to offer loan and grant amounting to Special

Drawing Rights 24,023,000 (US$37,000,000 equivalent at the time of loan negotiation);

; US$5,000,000; US$4,400,000 and US$1,500,000; respectively. RGC has committed to contribute

: US$6,870,000, therefore, the Project’s estimated cost in total is US$54,770,000.

The effective date of the Project was 8 April 2013 and was expected to be completed by 30 June
2019. On 3 April 2017, the Project requested to the MEF to extend the Project's completion from
30 June 2019 to 30 June 2021. Later on, the Project requested another extension to 31 December
2023. The extension of the closing date was approved by ADB on 10 December 2020, The Urban
Environmental Infrastructure Fund Grant No. 0334 — CAM (UEIF)} has been formally closed on
30 June 2019. The Grant proceeds were 100% utilised. The request was approved by the ADB on
o 8 July 2019,

i The objective of the Project is to improve urban infrastructure and enhance climate resilience in
Battambang, Bavet, Neak Loeung and Poipet. The Project has three key outputs:

(i) Strategic Local Economic Development Plans (“SLEDP") adopted and implemented in
Battambang, Bavet, Neak Loeung, and Poipst;

o (i)  Priority urban infrastructure investments implemented; and

(iiy  Institutional capacities strengthened.

10



Ministry of Public Works and Transport

GMS Southemn Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 — CAM (UEIF)

Notes to the financial statements (continued)
for the year ended 31 December 2021

1. Background and activities (continued)

ADB Loan No. 2983 — CAM (COL) is repayable over 23 years, from 1 May 2021 to 1 November
2044, with an interest rate of 1% per annum during the grace period to 1 May 2021 and 1.5% per
annum thereafier.

ADB Strategic Climate Fund Loan No. 8265 — CAM (SCF) is repayable over 30 years, from 1 May
2023 o 1 November 2052, with an interest rate of 0.10% per annum.

On 14 December 2016, the Project, through the MEF, requested to the ADB to revise Loan and
Grant categories and reallocation of Loan and Grant proceeds. The request was approved by the
ADB on 26 January 2017.

ADB Strategic Climate Fund Grant No. 0335 — CAM (SCF) shall cause the proceeds of the Grants
to be applied to the financing of expenditures on the project in accordance with the provisions of
Grants agreement and ADB Loan agreement. The proceeds of Grant shall be allocated on the
basic of the withdrawal percentage for categories items of expenditure.

11
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Ministry of Public Works and Transport

GMS Southern Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL ), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 —- CAM (UEIF)

Notes to the financial statements (continued)
for the year ended 31 December 2021

2,

(a)

(b)

(@)

(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").

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 ancther purpose.

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 funding agencies 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.

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.
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Ministry of Public Works and Transport

GMS Southern Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 — CAM (UEIF)

Notes to the financial statements (continued) -
for the year ended 31 December 2021

3.

()

(d)

()

(f

Significant accounting policies (continued)

Non-expendable equipment

The cost of non-expendable equipment is charged to the statement of receipts and payments and
the statement of advance accounts 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/Service charge

The interest/service 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 staterment of advance account. Inkind contribution is disclosed in the note to
the financial statements for information only.
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Ministry of Public Works and Transport

GMS Southemn Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 - CAM (UEIF)

Notes to the financial statements (continued)
for the year ended 31 December 2021

11. Advance to contractors

During the year, the Project incurred the following advance fransactions:

Year ended
31 December 2021
US$
At beginning of the year -
Addition for the year
Civil works 1,109,481
Liguidation:
Civil works (110,948)
At end of the year (*) 998,533

Year ended

31 December 2020

uss$

1,591,241

(1,591,241)

() This represented unliquidated advances which are maintained by way of an advance register

by management’s purpose.
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Ministry of Public Works and Transport

GMS Southem Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 — CAM (SCF) and UEIF Grant No. 0334 — CAM (UEIF)

Notes to the financial statements (continued)
for the year ended 31 December 2021

13. ltems not recognised in the statement of receipts and payments

13.1.Receipts from selling bid to documents

During the year, the Project sold biding documents on behalf of the National Treasury Departments
(NTD) as follow:

Cumulative
period from
Year ended Year ended 8 April 2013 to
31 December2021 31 December2020 31 December 2021
US$ USs Us$
Receipt - 2,000 2,000
Transferred to NTD - 2,000 2,000

Change incash - - -

13.2.In-kind contribution

The Project's management has identified and calculated in-kind contribution from the RGC to the
Project based on the MEF's guideline as foliows:

Cumulative
period from
Year ended Year ended 8 April 2013 to
31 December2021 31 December2020 31 December 2021
US$ Uss Us$
Office space expense 32,544 32,544 227 808
Utilities 17,201 17,201 120,406
Salaries of project staff 87,132 87,132 530,700
Taxes and Duties
Withholding Taxes 37,403 104,329 801,085
Value Added Tax 169,336 1453414 3,084,474
343616 1,684 620 4774473
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Ministry of Public Works and Transport

GMS Southern Economic Corridor Towns Development Project

ADB Loan No. 2983 — CAM (COL), ADB SCF Loan No. 8265 — CAM (SCF),
ADB SCF Grant No. 0335 - CAM (SCF) and UEIF Grant No. 0334 — CAM (UEIF)

Notes to the financial statements (continued)
for the year ended 31 December 2021

13. ltems not recognised in the statement of receipts and payments
(continued)

13.3. Payment commitments

As at 31 December 2021, the Project had the following payment commitments:

As at As at
31 December 2021 31 December 2020
US$ Uss$
Contracted, but not yet paid:
Civil works 5,703,176 7,396,539
Consulting services 543422 419,013
8,246,598 7,815,652
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