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Statement  by the management

I do hereby state that in my opinion:

a) The accompanying statement of receipts and expenditure for the year ended 31
December 2017, and notes as set out on pages 5 to 14 of the Rural Energy Project ("the
Projecf'), funded by the Asian Development Bank Grant No. 0336 -  CAM (EF) and
implemented by the Electricite Du Cambodge is prepared, in all material respects, tn
accordance with the basis of accounting and the accounting policies described in Note
2 to the statement; and

b) The disbursements shown in the statement of receipts and expenditure were
implemented according to the Grant Agreement and the Prolect was in compliance with

grant covenants of the Agreement for the year ended 31 December 2017. ?  yp

;4,M, /@i 7theProjectsmanagement

G4t  '!:  i ; ttanak
RGC Delegate in charge of managing

Electricit6 Du Cambodge

Phnom Penh, Kingdom of Cambodia

Date: 3,3 nq ?Alt
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Electricit6  du Cambodge:  # 2, St. Preah Yukunthor,  Wat Phnom District.  Khan Daun Penh, Phnom Penh Phone{Fax:  (855) 23 426 018



KPMG  Cambodia  Ltd

4'h Floor, Delano Center
No. 144, Street 169, Sangkat Veal Vong
Khan 7 Makara, Phnom Penh
Kingdom of Cambodia '
+855 23 216 899 l kpmg.com.kh

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

Opinion

We have audited the accompanying statement of receipts and expenditure of the Rural
Energy Pro3ed ("the Pro3ect"), funded by the Asian Development Bank Grant No. 0336 -

CAM (EF) and implemented by the Eledncite Du Cambodge ("Executing Agency" or
"EA"),fortheyearended3'l Deoember2017andnotes,compnsingsignificantaccounting
policies and otherexplanatory infomiation ("statement"), as set out on pages 5 to 14.

In our opinion, the accompanying statement of the Project for the year ended 31
December2017is prepared, in all matenal respects, in accordance with the basis of
accounting and the accounting policies as described in Note 2 to the statement.

Basis forOpinion

We conduded ouraudit in accordancewith Cambodian Intemational Standards onAuditing
(CISAs). Our responsibilities under those standards are fuither described in the Auditors'
Responsibilities forUne Audit ofthe Statementsedcion of our report. We are independent of
the Pro3ect in accordance with the ethiml requirements that are relevantto our audit ofthe
statement in Cambodia, and we havefutfilled ourotherethiml responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropnateto provide a basisforouropinion.

Otherlnfomation

Management is responsible for the other inforrnation. The other information comprises
the information included in the Appendix I, but does not include the statement and our
auditors' report thereon.

KPMG Cambodla Ltd, a Cambodian limited liabilily company and a membet Tlrm of ihe KPMG netwotk
of Independent rnember firms affilia!ed with KPMG Iniemational Coopera!ive C'KPMG Iniemational"), a
Swiss enfity.
Document classification: KPMG Confidantial.
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Our opinion on the statement does not cover the other information and we do not express any
form  of assurance  conclusion  thereon.

In connedion with our audit of the statement, our responsibility is to read the other inforrnation and,
in doing so, consider whether the other inforrnation is materially inconsistent with the statement or
our knowledge obtained in the audit, or otherwise appears to be matenally 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 reportthatfad. We have nothing to report in this regard.

Emphasis ofMatter - Basis ofAccounting  andRestriction on Use

We draw attention to Note 2 to the statement, which describes the basis of azunting  and the
accounting policies adopted by the Pro3ed. The statement is prepared forthe inforrnation of and
use by the management of the Pro)ed, the Ministry of Ecoriomy and Finance, and the Asian
Development Bank. As a result, the statement may not be suitable for another purpose. Our audit
report is intended solely forthe management of the Projed, 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 resped of this matter.

Responsibilities of Management and Those Charged with Govemance forthe
Statement

Management is responsible for the preparation of the statement in accordance with the basis of
accounting and the accounting policies described in Note 2 to the statement, and forsuch intemal
control as management deterrnines is necessary to enable the preparation of statement that are
free from matenal misstatements, whether due to fraud or error.

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

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

Auditors'Responsibilit5rfortheAuditofthe  Statement

Our objedives are to obtain reasonable assurance about whetherthe statement as a whole are
free from matenal misstatement, whether due to fraud or error, and to issue an auditors' report
that includes 'our opinion. Reasonable assurance is a high level of assuranoe, but is not a
guarantee that an audit conduded in accordance with CISAs will always deted 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 expeded to influence the
economic  decisions  of users taken on the basis of this statement.
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As part of an audit in accordance with CISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* ldentifyandassesstherisksofmaterialmisstatementofthestatement,whetherduetofraud
or error, design and perforrn audit prooedures responsive to those risks, and obtain audit
evidence that is sufficient and appropnate to provide a basis for our opinion. The nsk of not
deteding a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusiori, forgery, intentiorial omissions, misrepresentations, or
the ovemde  of intemal  control.

@ Obtain an understanding of intemal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not forthe purpose of expressing
an opinion on the effediveness of the Projed's intemal control.

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

* Conclude on the appropriat@ness 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 EA's ability to continue as a
going concem. If we conclude that a matenal unoertainty exists, we are required to draw
attention in our auditors' report to the related disclosures in the statement 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 EA 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 significant
deficiencies in intemal control thatwe identify dunng our audit.

For KPMG  Cambodia  Ltd

ffl  W $ffi fle
KPMG

Partner

Phnom Penh, Kingdom of Cambodia

23 May 2018
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Statement of receipts and expenditure
for  the year ended 31 [)ecember  2017

Year  ended

Note  31 December2017

US$

Receipts

Asian Development Bank

Eledricit6,Du Cambodge

2,393,378

2,413,019 &

4,806,397

Expenditure by disbursement

category, 4
)8C'l- ) Civilworks '37J1 v', ,,: 5

t,-LO, (,, Consultingservices '3'i01/o40')6
%(, tlV C,t!

Deficit of receipts
over expenditure

4,517,430

288,967

4,806,397

Fund balance at beginning
of the year/penod

Fund balance at end of the year/period

Year  ended

31 Deoember20l6

US$

1,701,449

1,701,449

2,515,589 /
49,675

2,565,264

(863,815)

863,815

Cumulative

period from
5 March  2014  to

31 Deoember2017

US$

4,958,642

2,413,019

7,371,661 -

7,033338,OM192 7
7,371 ,661

The accompanying notes forrn an integral part of the statement.
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Electri6it6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes  to the  statement

for  the year ended 31 December 2017

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

1. Background  and activities

The Rural Energy Project ("the Project") was established under the Grant Agreement
No. 0336- CAM (EF), signed on 5 December 2013 between the Asian Development
Bank ("ADB") and the Royal Government of Cambodia ("RGC") (represented by the
Ministry of Economy and Finance). Total Project cost is US$10.92 million, of which the
Government of Australia ("GoA") via Asian Development Bank ("ADB") financed of
US$6.1 1 million, Electricite Du Cambodge ("EDC") financed of US$2.80 million, and the
Government of Cambodia ("GoC") provided grant of US$2.006 million by means of
exemption of taxes and duties. The EDC's fund of US$2.80 million exclusively financed
a portion of the engineering, procurement and construction (EPC) contract under Rural
Electrification of Svay Rieng Province.

The financing agreement became effective for implementation on 5 March 2014 (90
days after the signing date of the agreement) and the closing date is extended to 30
June20'l8(30June20l5,theoriginal -grant-closingelate) -- ---

The objective of the Project is to expand the supply of reliable grid- electricity for up to
8,000 households and sales of up to 9,000 Neang Kongrey Stoves by December 2014.

The Project comprises the following components:

Component'l: Rural electrification of Svay Rieng Province

* Support the development of 220 circuit- kilometers of medium- voltage lines;

* Support 400 circuit- kilometers of low-voltage lines with connections to households
in Svay Rieng Province;

* Consultants for technical supervision and safeguard compliance;

* Consultants for impact assessment; and

* External auditing.

Component2: Promotion ofNeang Kongrey Stove ('NKS") in Kampong Cham Province

This component shall support the recruitment of GERES to support the produdion and
distribution networks to retail up to 9,000 Neang Kongrey Stoves in Kampong Cham
Province through technology transferto producers and awareness building campaigns to
distributors  and end - users.
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  the year ended 31 December 2017

1. Background  and activities  (continued)

Component 3: Capacity development of the ElectricityAuthority of Cambodia ("EAC':)

This component shall support up to 20 EAC staff members, of which at least 1 5% will be
women, will be trained in programs of the East Asia and Pacific Infrastructure Regulatory
Forum (EAPIRF) and the Association of Southeast Asian Nations Energy Regulators
Network (AERN).

EDC is the Projed's Executing Agency ("EA") and is responsible for the overall projed
implementation and management including the implementation of Component 1 oF the
Pro3ect. Meanwhile, Ministry of Mines and Energy ("MME") and Eledricity Authority of
Cambodia ("EAC") are the Implementing Agencies ("IAs") and have the responsibility to
carry out the detailed pro3ect implementation of Component 2 and 3 respectively.

Funding of the Project by GoA through ADB according to the allocation and withdrawal
of the grant proceeds is as follows.

Category GoA Financing

No. ttem

ArnountAllomted

(US$)
Percentageand Basisfor

\Mthdrawal  fromthe  Grant

accountCategory Subadegoy

1 Civil works (ii) 4,620,000 (iv) '100% oftotal expenditure daimed (i:

2 Training/Fellowships 70,000 100% oftotal expendituredaimed (i)

3 Consulting Servim 680,000

3A
Consulting Serviz  in Svay
Rieng Provinoe (ii)

450,000 100% oftotal expenditure daimed (i:

3B
Consulting Servicesfor
Promotion of Neang Kongrey
Stoves

200,000 IOO% oftotal expenditure daimed (i:

3C Consulting Servia=sfor
Capa,ity Development of EAC

30,000 100% oftotal expenditure claimed (i:

4 Unallocated (iii) 740,000 IOO% oftotal expenditure daimed (i',
Total s,'rto,ooo

(i) Exclusive of taxes and duties imposed within the Kingdom of Cambodia.

(ii) Subjecttotheconditionforwithdrawaldescriptedinparagraph5ofSchedule2.

(iii) The amount also includes ADB's administration fees, audit costs, bank charges,
and a provision for foreign exchange fluctuations, to the extent that these items
are not covered by the interest and investment income earned on this grant and
any additional grant from Government of Australia.

(iv) This amount will be fully disbursed before disbursement of EDC's share of the
financing of Category 1 expenditure.
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  the year ended 31 December 2017

2. Significant  accounting  policies

(a) Basis of accounting

The statement, which are expressed in the United States Dollars ("US$"), has 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
Pro3ect; it is not designed to produce statement that are compatible with Intemational
Financial Reporting Standards. Under this basis of accounting, income is recognised
when funds are received in cash and expenditure is recognised when payments are made
ratherthan when it is iricurred, except for the advanced payments made to suppliers that
are initially recognised as a receivable and only recognised as expenditure when they
have been liquidated by supporting invoices.

(b) Statement of receipts and expenditure

The statement of receipts and expenditure is prepared in accordance with the Grant
Agreement, and rs purely used to receive and disburse for expenditure financed by the
ADB Grant proceeds.

(c) Non- expendable equipment

The cost of non- expendable equipment is charged to the statement of receipts 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.

(d) Foreign currency transactions

The Project transacts its operations and maintains its accounting records primarily in the
United States Dollars ("US$"). Transactions in currencies otherthan US$ are converted
into US$ at the rates of exchange prevailing on the transaction dates. Fund balances in
currencies otherthan US$ 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.

8



Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  the year ended 31 December 2017

3. Receipts

(a) Asian Development Bank

Cumulative

period from
Yearended  Yearended  5March2014to

31 Deoember2017  31 December2016  31 December2017

US$ US$ US$

Direct payments (") 2,393,378 1 ,701 ,449 4,958,642

Direct payments represent payments made by ADB directly to the contractor on
behalf of the Pro3ect.

(b) Electricit6 Du Cambodge

Cumulative

period from
Yearended  Yearended  5March20l4to

31 December2017 31 December2016 31 December2017

US$ US$ US$

Direct payments (") 2,413,019 2,413,019

" Direct payments represent payments made by EDC directly to the contractor on
behalf of the Pro3ect.
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement  (continued)
for  the year ended 31 December 2017

4. Expenditure  by disbursement  category

Particulars
ADB EDC RGC

Total

% of

financing

Actual

expenditure

Actual

expenditure

Actual

expenditure

% US$ % US$ % US$ % US$

Civil  works qoo 2,104,411 47 2,413,019 53 4,517,430

Consulting services 100 288,967 100 288,967

Total  payments - for the year ended
31 December  2017 2,393,378 2,413,019 4,806,397

% of total  project  costs  - for  the year  ended
31 December  2017 21.93% 22.11% O.OO% 44.03%

% of cumulative  expenses  to total project

costs  - for  the period  from  5 March 2014 to
31 December  2017 45.43% 22.11% O.OO% 67.53%
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the staigment (continued)
for  the year ended 31 December 2017

5. Civil  works

This represents expenditure paid to the contrador, Joint Venture EM Construction
Import Export Co., Ltd and Cobra Instalaciones Y Servicios, S.A, for carrying out the Projed
adivity on developing of 220 circuit-kilometers of medium-voltage lines and 400 circuit-
kilometers of low-voltage lines with connedions to households in Svay Rieng Province.

6. Consulting  services

This represents expenditure paid to 6 national consultant specialists and 1
international consultant specialist for supporting on technical supervision, safeguard
compliance, and impact assessment of the Pro3ect.

7. Statement  of  withdrawals

No Date Currency Civil  works Training
Consulting

services
Total

BOOOO6 27 - Oct - 15 US$ 863,815 863,815
BOOOO7 31 - Mar - 16 US$ 116,360 116,360

BOOOO8 31 - Mar - 16 US$ 44,447 44,4"l7
BOOOO9 4 - Apr - 16 US$ 5,120 5,120

BOOOIO 4 - Apr - 16 US$ 5,600 5,600

BOOOI1 4- Apr - 16 US$ 2,270 2,270

BOOO12 4- Apr - 16 US$ 3,510 3,510
BOOO13 5- May-16 US$ 3,527 3,527
BOOO14 5- May- 16 US$ 1,560 1,560

BOOO15 5- Mayl6 US$ 3,300 3,300

BOOO16 31- May-16 US$ 2,860 2,860

BOOO17 26 - Jul - 16 US$ 9,703 9,703

BOOO18 31- May-16 US$ 3,663 3,663
BOOO19 5 - Jul - 16 US$ 257,257 257,257

BOOO20 22 - Jul - 16 US$ 136,181 136,181
BOOO21 26 - Jul - 16 US$ 8,562 8,562

BOOO22 8- Sep- 16 US$ 102,804 102,804
BOOO24 16 - Sep- 16 US$ 280,754 280,754

BOOO25 5 - OCt - 16 US$ 313,880 313,880
BOOO28 8- Dec - 16 US$ 78,657 78,657

BOOO29 8- Dec - 16 US$ 321 ,464 321 ,464
Subtotal 2,515,589 49,675 . 2,565,264
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No Date Currency Civil  works Training
Consulting

services
Total

BOOO26 4 - Jan - 17 US$ 2,785 2,785
BOOO27 4 - Janl7 US$ 8,518 8,518

BOOO30 25 - Jan - 17 US$ 13,670 13,670
BOOO31 6 - Mar - 17 US$ 709,716 709,716

BOOO32 27 - Mar - 17 US$ 732,000 732,000
BOOO33 31 - Mar - 17 US$ 9,620 9,620
BOOO34 31 - Mar - 17 US$ 5,850 5,850
BOOO35 30- May- 17 US$ 596,682 596,682
BOOO36 30- May- 17 US$ 82,297 82,297
BOOO37 12 - Jul - 17 US$ 26, "100 26,100
BOOO38 12 - Juli7 US$ 19,380 19,380
BOOO40 31 - Jul - 17 US$ 66,013 66,013
BOOO42 I0 - Aug- 17 US$ 9,440 9,440
BOOO41 1 "I- Aug- 17 US$ 86,778 86,778 a
BOOO43 22- Aug- 17 US$ 15,329 15,329
BOOO44 5- Sep - 17  US$ 9,200 9,200

Subtotal 2,104,411 288,967 2,393,378

Total 4,620,000 338,642 4,958,642

l
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  the year ended 31 December 2017

7. Statement  of withdrawals  (continued)



Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  the year ended 31 December 2017

8. Statement  of  disbursement

Details  of statement  of disbursement  from  ADB  fund  are as follows:

Cumulative

period from
Yearended  Yearended  5March2014to

Note 31 Deoember20l7  31 Deoember2016  31 Deoember2017

US$ US$ US$

ADB Fund claims during
the year/period

Dired payments (A) 2,393,378 1 ,701,449 4,958,642

Total expenditure made
during the year/period (B) 2,393,378 2,565,264 4,958,642

Advancermdebrxrif'dor

dur:hgpermbutnotyet
remrdedasexperdkire (C)

Expendktreircurredard
s4edwtadvanrxg (D)

Tobleligible  expenditure claimed
(A:E - B*C%D) (E) 2,393,378

(863,815)

1 ,701 ,449

863,815

(863,815)

4,958,642

l
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Electricit6 Du Cambodge

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the statement (continued)
for  th@ year ended 3'l December 2017

8. Statement  of disbursement  (continued)

Details  of statement  of disbursement  from  EDC  fund  are as follows:

Cumulative

period from
Yearended  Yearended  5March20l4to

Note 31 December2017  31 December20l6  31 December20l7

US$ US$ US$

EDC Fund claims during
the year/period

Dired payments (A) 2,413,019

Total expendtture made
during the year/period (B) 2,413,019

Advmcermdek:irxrhador

dur:UvpermbtAm4yet
remrdedasexperdkre (C)

Experdflureinr;urredard
seffledwflhadvanr:e (D)

Tobl eligible expenditure claimed
(A=E=B+C+D) (E) 2,413,019

2,413,019

2,413,019

2,413,019

9. Commitments

As at 3"l December, the Project has the following commitments.

As at As at

31 December20l7  31 December2016

US$ US$

Civilworks 1,605,132 6,122,563
Consultantseivices 136,395 95,214

1,741,527 6,217,777
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Statement by the management

I do hereby state that in my opinion:

a) The accompanying statement of receipts and expenditure ("the Statemenf') for the year
ended 31 December 2017 and notes, as set out on pages 5 to 10 of the Rural Energy Pro3ect
("the Project"), funded by the Asian Development Bank Grant No. 0336 -  CAM (EF) and
implemented by the Ministry of Mines and Energy are prepared, in all material respects, in
accordance with the basis of accounting and the accounting policies described in Note 2 to
the Statement.

b) The disbursements shown in the Statement were implemented according to the Loan
Agreement and the Project was in compliance with all loan covenants of the Agreement for
the year ended 3al December 20"l7.

onbehairorthepro4ecrsmanagement41%

Tun  Lean

Under Secretary of State

Ministry of Mines and Energy

Phnom Penh, Kingdom of Cambodia

Date: 31 MAY 2018

#79-89,Pasteur 3tteei(51),Sangkal Phsar Thmey3,Khan Daun Penh,Phnom Penh Tel: (855) 23 219 574 Fax: (855) 23 219 584 www.mme.gov.kh info@mme.gov.kh



KPMG  Cambodia  Ltd

4'h Floor, Delano Center
No. I 44, Street 169, Sangkat Veal Vong
Khan 7 Makara, Phnom Penh
Kingdom of Cambodia
+855 23 216 899 l kpmg.com.kh

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

Opinion

We have audited the accompanying statement of receipts and expenditure ("the
Statement") of the Rural Energy Prolect ("the Prolect"), funded by the Asian
Development Bank Grant No. 0336 -  CAM (EF) implemented by the Ministry of Mines
and Energy ("lmplementing Agency" or "IA") for the year ended 31 December 2017
and notes, comprisrng significant accounting policies and other explanatory
information as set out on pages 5 to 10.

In our opinion, the accompanying Statement of the Projed for the year ended 31
December 2017 is prepared, in all material respeds, in accordance with the basis of
accounting and the accounting policies as described in Note 2 to the Statement.

Basis forOpinion

We mnducted  our audit in accordance  with Cambodian Inteinational  Standards  on

Auditing (CISAs). Our responsibilities under those standards are further described in the
Auditors' Responsibilities for the Audit of the Statement sedion of our report. We are
independent ofthe Pro3ed in accordanoe with the ethiol requirements that are relevant to
our audit of the Statement in Cambodia, and we have fulfilled our other ethiml
responsibilities in acmrdance with these requirements. We believe thatthe audit evidence
we have obtained is sufficient and appropnate to provide a basis for our opinion.

Otherlnformation

Management is responsible for the other information. The other infomiation comprises
the information included in the Appendix 1, but does not include the Statement and our
auditors' report thereon.

Our opinion on the Statement does not cover the other inforrnation and we do not
express any fomi of assurance conclusion thereon.

I(PMG Cambodia Lld. a Cambodian limlled liability company and e member!km of lhe KPMG nehvork
oL independenl member firms affilialed with KPMG International Cooperalive ("KPMG Intemational"), a
Swias enkily.
Documenl classificalion: KPMG Coniidenlial.
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In connection with our audit ofthe Statement, our responsibility is to read the other infomiation and, in
doing so, consider whether the other information is materially inconsistent with the Statement or our
knowledge obtained in the audit, orotherwise appears to be matenally misstated. If, based on the work
we havepeforrned, we conclude thatthere is a material misstatementof this other inforrnation, we are
required to reportthatfad. We have nothing to report in this regard.

Emphasis of  Maffer - Basis ofAccounting  andRestriction  on Use

We draw attention to Note 2 to the S.tatement, which describes the basis of accounting and the
accounting policies adopted by the Pro3ed. The Statement is prepared forthe inforrnation of and use
by the management ofthe Pro)ect, the Ministry of Economy and Finance and theAsian Development
Bank. As a result, the Statement may not be suitable for another purpose. Our audit report is
intended solely for the management of the Pro3ed, 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 resped of this maffer.

Fhsspnm:ihilitteq nf  Managementand Those Charged with Govemance forthe
Statement

Management is responsible for the preparation of the Statement in accordance with the basis of
accounting and the accounting policies described in Note 2 to the Statement, and for such intemal
control as management deterrnines is necessary to enable the preparation of Statement that is free
from matenal misstatements, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Project's financial reporting
process.

AuditOrS' ReSpOnSibilit[ fOrthe  Audit  Or llib  SLcilbiuent

Our objectives are to obtain reasonable assurance about whether the Statement as a whole is free
from matenal misstatement, whether due to fraud or error, and to issue an auditors' report tha
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 deted a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered matenal if, individually or in
the aggregate, they could reasonably be expeded to influence the economic decisions of users taken
on the basis of  this Statement.

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 misstatement of the Statement, whether due to fraud or
error, design and perfomi audit prooedures responsive to those nsks, and obtain audit evidence
that is sufficient and appropnate to provide a basis Tor our opinion. The nsk of not detecting a
material mtsstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the overnde of
intemal  control.
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* 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 effediveness of the IA's internal control.

* Evaluatetheappropriatenessofaccountingpoliciesusedandthereasonablenessofaccounting
estimates and related disclosures made by management.

s Concludeontheappropriatenessofmanagement'suseofthegoingconcembasisofaccounting
and, based on the audit evidenoe obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the IA's ability to continue as a going
concem. If we conclude that a matenal uncertainty exists, we are required to draw attention in
our auditors' report to the related disclosures in the Statement 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 IA 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 significant deficrencies in
intemal control that we identify dunng our audit.

For  KPMG  Cambodia  Ltd

##

$0 fl Hu
KPMG

aing YoukFong
Partner

Phnom Penh, Kingdom of Cambodia

31 May 2018
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Ministry of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Statement of receipts and expenditure
fortheyearended31  December20l7

Year  ended

3"l December20l7

Note US$

Yearended

31 December20l6

US$

Cumulative

Period  from

5 March 2014  to

31 December20l7

US$

Receipts

Asian Development Bank 3 50,000 50,000 200,000

Expenditure by disbursement
category

Consutting servioes 50,000 50,000 200,000

Excess of receipts
overexpenditure

Fund balance at beginning
ofthe  year/period

Fund balance atend oftheyear/period

The accompanying notes form an integral part of this Statement.
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Ministry of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes  to the  Statement

fortheyearended  31 December20l7

Thesenotesforrnan integral partof, andshouldbe read in oonjundionwith,theacoompanyingStatement.

1. Background and activities

The Rural Energy Project ("the Projed") was established under the Grant Agreement No. 0336-
CAM (EF), signed on 5 December 2013 between the Asian Development Bank ("ADB") and the
Royal Government of Cambodia ("RGC") (represented by the Ministry of Economy and Finance).
Total Pro3ed cost ts US$10.92 million, of which the Govemment of Australia ("GoA") via Asian '
DevelopmentBank('ADB")finanoedofuS$6.1lmillion, EledriciteDuCambodge("EDC")financed
of US$2.80 million, and the Government of Cambodia C'GOC") provided grant of US$2.006 million
bymeansofexemptionoftaxesandduties. TheEDC'sfundofUS$2.80millionexdusivelyfinanoed
a portionoftheengineenng, procurementand construdion (EPC) oontradunderRural Eledrifiotion
of Svay Rieng Province.

The financing agreement beome effedive for implementation on 5 March 2014 (90 days afterthe
srgning date oftheagreement) andthe closing date is extendedto 30 June20l8 (30 June 2015, the
onginal grant dosing date).

The objedive of the Projed is to expand the supply of reliable grid-eledricity for up to 8,000
households and sales of up to 9,000 Neang Kongrey Stoves.

1,

The Projed comprises the following components:

Component 1: Ruralelectriftcation ofSvayRjeng Province

* Supportthedevelopmentof220circuit-kilometersofmedium-voitagelines;

* Support 400 circuit-kilometers of low-vottage lines wnh connedions to households in Svay
Rieng Provinoe;

* Consuttantsfortechniolsupervisionandsafeguardcompliance,

* Consultants for impad assessment; and

* External auditing.

Component2: Promotion ofNeangKongreyStove ("NKS':) in Kampong Cham Provinr,e

This oomponent shall supportthe recruitment of GERES to support the produdion and distribution
networks to retail up to 9,000 Neang Kongrey Stoves in Kampong Cham Provinoe through
technologytransferto producers and awareness building ompaigns to distributors and end-users.

Component3: Capacfly developmentofthe ElectricityAuthortlof Cambodia ('E4C")

This component shall support up to 20 EAC staff members, of which at least 15% will be women,
will be trained in programs of the East Asia and Pacific Infrastrudure Regulatoiy Forum (EAPIRF)
andtheAssociation ofSoutheastAsian Nations Energy Regulators Network (AERN).
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Ministiy of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the Statement (continued)
for  the year ended 31 December 2017

1. Background  and activities  (continued)

EDC is the Project's Executing Agency ("EA") and is responsible for the overall projec
implementation and management including the implementation of Component 1 of the
Pro)ect. Meanwhile, Ministry of Mines and Energy ("MME") and Electricity Authority of
Cambodia ("EAC") is the Implementing Agency ("IAs") and have the responsibility to carry
out the detailed pro3ect implementation of Component 2 and 3 respectively.

Funding of the Project by GoA through ADB according to the allocation and withdrawal of
the grant proceeds are as follows.

Category GoA Financing

No. tbm

ArnountAllo>ted (US$)
Percentage and Basis for

Wdfidrawal  fmm  the  Grant  acoount
Category Subcategory

I Works (ii) 4,620,000 (iv) IOO% oftotal expendituredaimed (i)

2 Training/Fellowships 70,000 100% of total expenditure claimed (i)

3 Consulting Servim 680,000

3A Consulting Servioes in
Svay Rieng Provinoe (ii)

450,000 100% of total expendituredaimed (i)

3B Consulting Servimfor
Promotion of Neang
Kongrey Stoves

200,000 IOO% oftotal expenditure claimed (i)

3C Consulting Servioesfor
Capacity Development oT
EAC

30,000 IOO% of total expenditure daimed (i)

4 Unalla;ated (iii) a 740,000 l00%oftotal expendituredaimed (i)

Total 6,110,000

(i) Exclusive of taxes and duties imposed within the Kingdom of Cambodia.

(ii) Subjecttotheconditionforwithdrawaldescriptedinparagraph5ofSchedule2.

(iii) The amount also includes ADB's administration fees, audit costs, bank charges, and
a provision for foreign exchange fluctuations, to the extent that these items are not
covered bythe interest and investment income earned on this grant and any additional
grant from Government of Australia.

(iv) This amount will be fully disbursed before disbursement of EDC's share of the
financing of Category 1 expehditure.
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Ministry of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the Statement (continued)
for  the year ended 31 December 2017

2. Significant  accounting  policies

(a) Basis of accounting

The Statement, which is expressed in United States Dollars ("US$"), has 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 Pro3ect; it is not
designed to produce a Statement that ts compatible with Intemattonal Financial Reporting
Standards. Under this basis of accounting, income is recognised when funds are received
in cash and expenditure is recognised when payments are made rather than when it is
incurred, except for the advanced payments made to suppliers that are initially recognised
as a receivable and only recognised as payments when they have been liquidated by
supporting invoices.

(b) Statement of receipts and expenditure

The statement of receipts and expenditure is prepared in accordance with the Grant
Agreement, and is purely used to receive and disburse for expenditure financed by the ADB
Grant proceeds.

(c) Non- expendable equipment

The cost of non- expendable equipment is charged to the statement of receipts 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.

(d) Foreign currency transactions

The Projecttransacts 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. Cash and bank balances in
currencies other than US$ 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
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Ministry of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the Statement (continued)
for  the year ended 31 December 2017

3. Receipts

Asian Development Bank

Yearended

31 December20"l7

US$

Yearended

31 Deoember2016

US$

Cumulative

Period  from

5 March  2014  to

31 December2017

US$

Direct payments (") 50,000 50,000 200,000

Direct payments represent payments made by ADB directly to the contractor on behalf
of the Pro)ect.

4. Expenditure  by disbursement  category

Particulars ADB

Total

% of

financing

Actual

expenditure

% US$ % uS$

Consulting servioes 100 50,000 100 50,000

Total payrnents-fortheyearended
3"l December20l7 50,000 so,ooo

% oftotal projectcosts - fortheyear
ended  31 December  2017 0.46% 0.46%

% of cumulative expenses to total

15prMaojercc'hc2oOsl' 4t"3rl"Deec'emn"berfr2o0m17 I 1.83% I 1'.83%

5. Consulting  services

This represents the consulting service from the Group forthe Environment, Renewable Energy
and Solidarity (GERES), an intemational organisation to provide services on implementing the
promotion of Neang Kongrey Stoves with the total expeded maximum service fee of
US$200,000. Consulting services were paid to GERES directly by ADB.
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No Date Currency Consulting  services Total

0039 IO - July- 17 US$ 30,000 30,000
0045 5 - Dec - 17 US$ 20,000 20,000

Total amoun{ in US$ ' 50,000 50,000
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Ministry of Mines and Energy

Rural Energy Project

ADB Grant No. 0336 -  CAM (EF)

Notes to the Statement (continued)
fortheyearended31  December20l7

6. Statement  of  Withdrawals

7.  Statement  of  disbursements

Details  of statement  of disbursements  from  ADB  fund  are as follows:

Year  ended

31 December2017

US$

Year  ended

31 December2016

US$

Cumulative

period from
5 March  2014  to

31 December2017

US$

ADB Fund claims during
the year/period

Direct payments (A)

Total expenditure  made
during the year/period (B)

50,000

so,ooo

50,000

50,000

200,000

200,000

Total eligible expenditure
claimed (A=B=C) (c) 50,000 50,000 200,000

8. Commitment

Asat31 December2017,theProjecthasnilcommitment(31 December2016:US$50,000).
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