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WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia and
the International Development Association

PROJECT MANAGEMENT’S REPORT

The Project Management hereby submits the report together with the audited financial statements of
Water Supply and Sanitation Improvement Project (“the Project™), which comprise statement of receipts
and payments, statement of payments by components, statement of cash receipts, expenditures and
comparison of budget and actual amounts and statement of designated accounts, for the financial year
ended 31 December 2022.

Responsibility of the Project Management in respect of the financial statements

The Project Management is responsible to ascertain that the financial statements of the Project for the
financial year ended 31 December 2022 are prepared, in all material respects, in accordance with the
Cash Basis of Accounting of Cambodian Public Sector Accounting Standards (“CPSAS™).

The Project Management is responsible for ensuring that proper accounting records are kept which
enable the financial statements to be prepared in compliance with the Cash Basis of Accounting of the
CPSAS. The Project Management is also responsible for safeguarding the assets of the Project and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Project Management assumes the responsibility to provide, and has provided, the auditors with all
accounting records, supporting and other documents, minutes, and any other pertinent information and
explanations, either orally or in writing, necessary for the audit.

Statement by the Project Management

In the opinion of the Project Management, the financial statements set out on pages 4 to 21 are prepared,

in all material respects, in accordance with the Cash Basis of Accounting of the CPSAS.

Signed on behalf of the Project Management,

‘4 AT

ﬂ"—_‘.-__—_____- \

Dr. Chao Sopheak Phibal ,’/ H.E Tan Sokchea 4(

Component Director Component Director

Ministry of Public Works and Ministry of Industry, Science,
Transport Technology & Innovation

Phnom Penh, Cambodia

Date: 23 JUN 2023
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INDEPENDENT AUDITORS’ REPORT TO THE PROJECT MANAGEMENT OF
WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT

Report on the Financial Statements
Opinion

We have audited the financial statements of Water Supply and Sanitation Improvement
Project (“the Project”), which comprise statement of receipts and payments, statement of
payments by components, statement of cash receipts, expenditures and comparison of
budget and actual amounts and statement of designated accounts, for the financial year
ended 31 December 2022 and a summary of significant accounting policies and other
explanatory explanation, as set out on pages 4 to 21.

In our opinion, the accompanying financial statements of the Project for the financial year
ended 31 December 2022 are prepared, in all material respects, in accordance with the
Cash Basis of Accounting of the Cambodian Public Sector Accounting Standards (“CPSAS”).

Basis for Opinion

We conducted our audit in accordance with Cambodian International Standards on Auditing
(“CISAs”). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We believe

that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence and Other Ethical Responsibilities

We are independent of the Project in accordance with the International Ethics Standards
Board for Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (“IESBA Code”) together with the ethical
requirements that are relevant to our audit of the financial statements in Cambodia, and
we have fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA Code.

Responsibility of the Project Management for the Financial Statements

The Project Management is responsible for the preparation of the financial statements in
accordance with the Cash Basis of Accounting of the CPSAS. The Project Management is
also responsible for such internal control as the Project Management determines is
necessary to enable the preparation of the financial statements of the Project that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
of the Project 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 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 the financial statements.

BDO (Cambodia) Limited, Certified Public Accountants, a Cambodian limited liability company, is a member of BDO International Limited, a UK company limited by

guarantee, and forms part of the international BDO network of independent member firms.
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INDEPENDENT AUDITORS’ REPORT TO THE PROJECT MANAGEMENT OF
WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT (continued)

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

As part of an audit in accordance with CISAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements of
the Project, 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 circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Project’s internal control.

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

Evaluate the overall presentation, structure and content of the financial statements of
the Project, including the disclosures, and whether the financial statements of the
Project represents the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with the Project Management regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

For and on behalf of
BDO (Cambodia) Limited
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Certified Pdblic:Accauntin
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O

Phnom Penh, Cambodia

Date: 923 JUN 2093



WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

STATEMENT OF RECEIPTS AND PAYMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2022

1.1.2022 1.1.2021 Cumulative
to to to
Note 31.12.2022 31.12.2021 31.12.2022
US$ USS USS
RECEIPTS
International Development Association 4 1,876,596 1,535,480 6,729,660
Royal Government of Cambodia (counterpart
fund) 5 196,584 180,875 377,459
Total receipts 2,073,180 1,716,355 7,107,119
PAYMENTS BY CATEGORIES
Goods 6 25,181 409,505 630,105
Works 7 1,150,776 357,378 2,431,480
Consulting services 8 639,024 307,987 1,058,268
Training costs 9 75,970 36,612 123,867
Operating costs 10 334,979 247,169 630,902
Total payments 2,225930 1,358,651 4,874,622
(Decrease)/Increases in cash (152,750) 357,704 2,232,497
Cash at beginning of year 2,385,248 2,027,543 -
Cash at end of year 3 2,232,498 2,385,247 2,232,497

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



WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT

Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

STATEMENT OF PAYMENTS BY COMPONENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2022

1.1.2022 1.1.2021 Cumulative
to to to
Note 31.12.2022 31.12.2021 31.12.2022
USS Uss USs

PAYMENTS BY COMPONENTS 11
Provincial water supply 619,367 823,303 2,560,719
Provincial sanitation improvement 1,606,563 535,348 2,313,903
Total payments 2,225,930 1,358,651 4,874,622

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



WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Governmment of Cambodia
and the International Development Association

STATEMENT OF CASH RECEIPTS, EXPENDITURES AND COMPARISON OF BUDGET
AND ACTUAL AMOUNTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2022

Actual
1.1.2022
Total to
budget 31.12.2022
USs USss
(unaudited)
RECEIPTS

International Development Association 1,876,596
Royal Government of Cambodia (counterpart fund) 196,584
2,073,180

PAYMENTS BY CATEGORIES
Goods 25,181 25,181
Works 2,781,147 1,150,776
Consulting services 1,493 811 639,024
Training costs 104,303 75,970
Operating costs 380,630 334,979

4,785,072 2,225,930

Decrease in cash (152,750)
Cash at beginning of year 2,385,248
Cash at end of year 2,232,498
PAYMENTS BY COMPONENTS

Provincial water supply 1,340,877 619,367
Provincial sanitation improvement 3,444,195 1,606,563

4,785,072 2,225,930




WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia

and the International Development Association

STATEMENT OF CASH RECEIPTS, EXPENDITURES AND COMPARISON OF BUDGET

AND ACTUAL AMOUNTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2022 (continued)

RECEYPTS
International Development Association
Royal Government of Cambodia (counterpart fund)

PAYMENTS BY CATEGORIES
Goods

Works

Consulting services

Training costs

Operating costs

Increase in cash
Cash at beginning of year

Cash at end of year

PAYMENTS BY COMPONENTS
Provincial water supply
Provincial sanitation improvement

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

Actunal

1.1.2021

Total To

budget 31.12,2021

USss US3
{unaudited)

1,535,480

180,875

1,716,355

471,466 409,505

1,966,849 357,378

813,981 307,987

71,049 36,612

466,059 247,169

3,789,404 1,358,651

357,704

2,027,543

2,385.247

1,169,712 823,303

2,619,692 535,348

3,785,404 1,358,651




WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT

Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

STATEMENT OF DESIGNATED ACCOUNTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2022

1.1.2022 1.1.2021  Cumulative
to to to
Note 31.12.2022  31.12.2021 31.12.2022
JORY Us$ US$

RECEIPTS
Unused funds from the previous year 2,350,980 2,027,543 -
Funds received during the year 1,876,596 1,535,480 6,729,660

4,227,576 3,563,023 6,729,660

PAYMENTS BY CATEGORIES

Goods 6 25,181 409,505 630,105

Works 7 1,150,776 357,378 2,431,480

Consulting services 8 639,024 307,987 1,058,268

Training 9 75,970 36,612 123,867

Operating cost 10 153,444 100,562 302,760
2,044,395 1,212,044 4,546,480

Cash at end of year 2,183,181 2,350,979 2,183,180

REPRESENTED BY:

Cash on hand 3 335 1,515

Cash at bank 3 2,182,846 2,349,464

2,183,181 2,350,979

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



WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

NOTES TO THE FINANCIAL STATEMENTS

i.

PROJECT BACKGROUND

The Water Supply and Sanitation Improvement Project (“the Project”) was established under the
Financing Agreement Number 6386-KH signed on 10 June 2019 between the Royal
Government of Cambodia ("RGC”) represented by the Ministry of Economy and Finance
(“MEF”) and the International Development Association (“IDA”) of World Bank. The
agreement became effective for implementation from 1 August 2019. The amount of funding
under the financing agreement to be provided to the Project is SDR39,300,000 (equivalent to
US$ 55,000,000), with details as follows:

Amount of the Credit; % of Expenditures to
Allocated be Financed
Catepory {expressed in SDR) (inclusive of taxes)
(1) Goods, Works, Non-consulting services, 21,800,000 100%
and Consulting services, Training and
Operating Costs for Part 1 of the
Project
(2) Goods, Works, Non-consulting services, 17,500,000 100%
and Consulting services, Training and
Operating Costs for Part 2 of the
Project
TOTAL 39,300,000

The RGC will contribute US$2.5 million and allocations and withdrawals of the contribution are
as follows:

The Royal Government

of Cambodia

Project Components (expressed in US$)

(1) Provincial Water Supply (MISTD 1,500,000

(2) Provincial Sanitation Improvement in Siem Reap City and other 1,000,000
areas (MPW'T)

TOTAL 2,500,000

The Project started with the objective to increase access to piped water supply and improved
sanitation services and strengthen the operational performance of service providers in selected
towns and/or communes.

The Project is being implemented by the following ministries:
1. Ministry of Industry, Science, Technology & Innovation (“MISTI™); and
2. Ministry of Public Works and Transport (“MPWT™).
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WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT

Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

1. PROJECT BACKGROUND (continued)

The Project consists of the following parts:

Part 1:

(a)

)

Part 2.
(a)

(b)

Provincial water supply

Water supply infrastructure development and household connections

Carrying out civil works for:

(i) expansion of the existing water distribution networks in Saen Monourom Town,

(ii) construction of a new water production and distribution network in Saen
Monourom Town,;

(iii) construction of a new water production and distribution network in Stoung
District; and

(iv) construction of necessary elements of small-scale piped water supply systems in
selected towns and/or communes.

Project management and institutional strengthening

(i)  Provision of technical and analytical support for: the development of feasibility
studies and follow-on design and documentation for the expansion of water
supply systems in Saen Monourom Town and Stoung District, as well as other
selected small-scale piped water systems; development of screening and option
assessment and, if feasible, development of an output based program for water
connection; supervision of water supply works; review the operational status of
waterworks in Saen Monourom Town and Stoung District; development of
policies, regulation and investment roadmaps for urban water supply; the carrying
out of communication campaigns on water safety and other hygiene behaviors;
training and capacity building of MISTI and selected water service providers;
adaptation and implementation of a social accountability framework for selected
water supply services; and

(ii)  Provision of project management support for part 1 of the project, including day-
to-day Project implementation and coordination, technical design, construction

supervision and management, and independent monitoring of environmental and
social safeguards.

Provincial sanitation improvement

Sanitation infrastructure development and household connections

Carrying out civil works in Siem Reap City for the:

(i)  construction of secondary and tertiary sewer network and connection sewers in
selected areas of the city;

(i) rehabilitation of three existing wastewater pumping stations; and

(i) augmentation and upgrading of Siem Reap’s wastewater treatment plant.

Project management and institutional strengthening

(iy Provision of technical and analytical support for the preparation and design of
secondary and tertiary sewers under Part 2(a) of the Project; light detection and
ranging (“LIDAR™} mapping for future sewer network design in Siem Reap City;
construction supervision of sanitation works; implementation of a sewer
connection program, including communication campaigns for sewer connections
in Siem Reap City; development of policies, regulations and investment
roadmaps for urban sanitation; training and capacity building of MPWT, Siem
Reap Sewerage and Wastewater Treatment Plant Unit, and other selected
sanitation service providers; adaptation and implementation of a social
accountability framework for sanitation services in Siem Reap City; and

(1) Provision of Project management support for Parts 2 of the Project, including
day-to-day Project implementation and coordination, technical design,
construction supervision and management, and independent monitoring of

environmental and social safeguards; and independent financial audits for the
Project.
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WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUTING POLICTES

2.1

2.2

2.3

Basis of preparation

The financial statements of the Project, which are expressed in United States Dollar
(“US$™), have been prepared in accordance with the Cash Basis of Accounting of the
Cambodian Public Sector Accounting Standards {“CPSAS™). These are the first set of
financial statements prepared in accordance with the Cash Basis of Accounting of the
CPSAS and Part 1 Section 1.8 Effective Date of Part 1 and Transitional Provisions has
been applied.

In the previous financial year, the financial statements of the Project were prepared in
accordance with modified cash basis of accounting. Under this basis of accounting, fund
received is recognised when received rather than when the right to receive it arises, and
expenditure is recognised when it is paid rather than when incurred, except for the
advances to implementing agencies, which are initially recognised as receivables and only
recognised as expenditures when they have been liquidated by invoices supporting the
related expenditures.

As required by Section 1.8 Effective Date of Part 1 and Transitional Provisions of the
Cash Basis of Accounting of the CPSAS, the Project has consistently applied the same
accounting policies throughout all the financial periods presented, as if these policies had
always been in effect. The effects of the adoption of the Cash Basis of Accounting of the
CPSAS are disclosed in Note 15 to the financial statements

The financial statements present sources and uses of funds, and the related financial
information in relation to the IDA fund withdrawals and disbursements from the Project’s
designated account as specified under the Finmancing Agreement Number 6386-KH
between the MEF of RGC and the IDA of World Bank.

The financial statements were authorised for issue on 23 June 2023 by the Project
Management.

Fund receipts and payments

Fund receipts are defined as the fund received by the Project from the IDA and are
recognised when received. Payments represents all costs paid to support the objective of
the Project and are recognised when paid.

Counterpart fund is recognised as a receipt when cash is withdrawn from the State
Treasury or when a payment is transferred directly from the State Treasury to the Project’s
national bank account.

Fixed assets

The cost of fixed assets is charged to expenditure upon acquisition. For control and
management purpose, a fixed asset register is maintained which includes vehicle, office
equipment, office furniture, accounting software, video conference systemn and lab
equipment and other goods.
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WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Association

2, BASIS OF PREPARATION AND SIGNIFICANT ACCOUTING POLICIES (CONTINUE)

2.4

2.5

2.6

2.7

Cash

Cash comprise cash on hand, demand deposits and cash equivalents. Demand deposits and
cash equivalents comprise bank balances.

The Project maintains a designated account with National Bank of Cambedia in a US$
denominated account. Cash on hand is also maintained in US$.

Statement of designated account

The statement of designated account presents the receipts and payments funded by IDA in
accordance with the financing agreement.

Foreign currency

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 rates of exchange prevailing on the transaction date. All foreign exchange
differences are recognised in the financial statements,

Commitments

Commitments are obligation for contracted services provided. Commitments are not
accounted for in the financidl statements.
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WATER SUPPLY AND SANITATION IMPROVEMENT PROJECT
Under the Financing Agreement Number 6386-KH between the Royal Government of Cambodia
and the International Development Assoclation

14.

15,

TAXATION CONTINGENCIES

The taxation system in Cambodia is relatively new and is characterised by numerous taxes and
frequently changing legislation, which is often unclear, contradictory, and subject to
interpretation. Often, differing interpretations exist among numerous taxation authorities and
Jurisdictions. Taxes are subject to review and investigation by a number of authorities, who are
enabled by law to impose severe fines, penalties and interest charges. These facts may create tax
risks in Cambodia substantially more significant than in other countries. Project Management
believes that it has adequately provided for tax liabilities based on its interpretation of tax
legisiation. However, the relevant authorities may have differing interpretations and the effects
could be significant.

EXPLANATION OF TRANSITION TO THE CPSAS

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

The accounting policies set out in Note 2 have been applied in preparing the financial statements
for the year ended 31 December 2022 and the comparative information presented in the financial
statements for the year ended 31 December 2021.

In preparing the opening the CPSAS statement of receipts and payments, statement of cash
receipts, expenditures and comparison of budget and actual amounts and statement of designated
accounts for the year ended 31 December 2021, the Project did not need to adjust amounts
reported previously in the financial statements prepared in accordance with modified cash basis
as the initial adoption of the CPSAS did not have any material effect on the financial statements.



