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Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

STATEMENT OF PROJECT MANAGEMENT'S RESPONSIBILITY
for the period from 1 July 2015 to 30 June 2017

The management of Community-based Disaster Risk Reduction (“the Project”’) under Cooperation
Agreement Project ID CACH P140015 (“the Cooperation Agreement”) funded by Caritas Switzerland
(*CACH?"), submit its report together with the audited combined special purpose financial statements
of the Project implemented by Social Environment Agricultural Development Organization (‘SEADQ”)
and Rural Community and Environmental Development Organization (‘RCEDQ”) for the period from

1 July 2015 to 30 June 2017 (“the period”).

THE PROJECT

The main objectives of the Project is to contribute to enhanced resilience of rural communities through
reduced disaster risks and improved mitigation of hazard impacts in the province of Banteay Manchey,
Cambodia.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY IN RESPECT OF THE COMBINED
SPECIAL PURPOSE FINANCIAL STATEMENTS

Management is responsible for the combined special purpose financial statements for the period from
1 July 2015 to 30 June 2017, which are prepared, in all material respects, to show the combined fund

received and expensed for the period then ended.

In preparing these combined special purpose financial statements, management is required to:
e select suitable accounting policies and then apply them consistently; and

e make judgments and estimates that are reasonable and prudent.

Management is responsible for ensuring that proper accounting records are kept which enable the
combined special purpose financial statements to be prepared in compliance with the basis of
accounting described in Note 2 to the combined statement of sources and uses of fund and fund
balance. 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.

Management confirmed that they have complied with the above requirements in preparing the
combined special purpose financial statements.

APPROVAL OF THE COMBINED SPECIAL PURPOSE FINANCIAL STATEMENTS

We hereby approve the accompanying combined special purpose financial statements of the Project,
which are prepared, in all material respects, to present the Project's combined fund balance as at 30
June 2017, and its combined statement of sources and uses of fund for the period from 1 July 2015
to 30 June 2017, in accordance with the accounting policies described in Note 2 to the combined

special purpose financial statements.

Banteay Meanchey, Kingdom of Cambodia
30 March 2018
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Reference: 61223598/19507348
INDEPENDENT AUDITORS’ REPORT

To: The Management of Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Opinion

We have audited the combined special purpose financial statements of the Community-based Disaster
Risk Reduction under Cooperative Agreement Project ID CACH P140015 (“the Project”’) funded by
Caritas Switzerland (“CACH”) and implemented by Social Environment Agricultural Development
Organization (SEADO) and Rural Community and Environmental Development Organization (RCEDO)
as at 30 June 2017 and combined statement of sources and uses of fund for the period from 1 July
2015 to 30 June 2017 (“the period”), and a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying combined special purpose financial statements are prepared, in all
material respects, in accordance with the accounting policies described in Note 2 to the combined
special purpose financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Combined Special Financial Statements section of our report. We are independent of the
Project in accordance with the sub-decree on the Code of Ethics for Professional Accountants and
Auditors promulgated by the Royal Government of Cambodia, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter — Basis of Accounting and Restriction on Use

We draw attention to Note 2 to the combined special purpose financial statements, which describes the
basis of accounting. The combined special purpose financial statements are prepared to meet the
Project’s financial reporting requirements. As a result, the combined special purpose financial
statements may not be suitable for another purpose. Our auditor's report is intended solely for the
information and use of the Project’'s management and CACH and should not be used by parties other
than these specified parties. Our opinion is not modified in respect of this matter.

Responsibilities of Management for the Combined Special Purpose Financial Statements

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

The Management is responsible for overseeing the Project’s financial reporting process.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Combined Special Purpose Financial Statements

Our objectives are to obtain reasonable assurance about whether the combined special purpose
financial statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s 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 ISAs 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 combined special purpose financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the combined special purpose 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.

e 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.

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

We communicate with those charged with governance 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.

Ernst & Young (Cambodia) Ltd.
Certified Public Accountants
Registered Auditors

Phnom Penh, Kingdom of Cambodia

30 March 2018

A member firm of Ernst & Y



Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

COMBINED STATEMENT OF SOURCES AND USES OF FUND AND FUND BALANCE

For the period from 1 July 2015 to 30 June 2017

For the period
from 1 July 2015

For the period
from 1 June 2014

Notes to 30 June 2017 to 30 June 2015
USs$ Us$
Sources of fund
Funds received 3 254,484 119,803
Interest income 116 52
254,600 119,855
Uses of fund
Program costs 4 58,240 35,380
Project implementing cost 5 178,745 26,689
Capacity building Non-Governmental
Organization Partners 6 57,169 21,593
Project evaluation 7 4,500 -
298,654 83,662
(Deficit) excess of sources over uses of fund (44,054) 36,193
Fund balance at beginning of period 36,193 -
(Deficit) fund balance at end of period (7,861) 36,193
(Deficit) fund balance represented by:
Cash 8 182 36,193
Other payables 9 (8,043) -
(7,861) 36,193




Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND
AND FUND BALANCE
For the period from 1 July 2015 to 30 June 2017

1. PROJECT BACKGROUND

Social Environment Agricultural Development Organization (SEADO) is a local Non-
Governmental Organization (NGO) that has been delivering a broad range of community
development projects in North-West Cambodia, especially Banteay Meanchey Province,
since 1995.

Rural Community and Environmental Development Organization (RCEDO) is an independent
Cambodian Non-Government Organization which works to improve the lives of rural
communities in north western Cambodia. RCEDO was established in 1998 by a volunteer
group of 12 Cambodian men and women who were concerned about the level of poverty
experienced by rural people in isolated parts of north western Cambodia.

On 11 August 2014, Caritas Switzerland (“CACH”), SEADO and RCEDO entered into a
Cooperation Agreement (“the Grant”). The purpose of the Grant is to finance the
implementation of a project entitied Community-based Disaster Risk Reduction (“the Project”)
for the period from 1 June 2014 to 30 June 2017 under grant agreement number CACH
P140015. On 15 September 2015, CACH, SEADO and RCEDO agreed to amend the
payment plan of the Grant. It was then further amended on 30 March 2016 for additional
budget.

The Project’s initial extended period of 1 July 2017 to 31 March 2018 made through the project
agreement dated 29 August 2017 has been further extended to include the subsequent period
of 1 April 2018 to 31 March 2021 as approved by CACH on 23 March 2018.

The main objective of the Project is to contribute to enhanced resilience of rural communities
through reduced disaster risks and improved mitigation of hazard impacts in the province of
Banteay Manchey, Cambodia.

The registered office of SEADO is on Road No. 5, Group 1, Rorng Masin Village, Au Ambil
Commune, Serey Sophon District, Banteay Meanchey Province, Cambodia.

The registered office of RCEDO is on Road No. 2, Kampong Svay Commune, Serey Sophon
District, Banteay Meanchey Province, Cambodia.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The Project’'s combined special purpose financial statements, expressed in US$, have been
prepared in accordance with modified cash basis of accounting.

The combined statement of sources and uses of fund and fund balance is prepared solely to
report:
a. Funds received from CACH,;

b. Funds disbursed by the Project in accordance with the terms and provisions of the Grant;
and

c. The Project’'s combined fund balance.

The Project maintains its accounting records in US$ which is considered to be the functional
currency of the Project.

The Project maintains supporting documentation, with respect to the combined statement of
sources and uses of fund and fund balance, to support claims to CACH for reimbursement
of disbursements.
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Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND
AND FUND BALANCE (continued)
For the period from 1 July 2015 to 30 June 2017

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Accounting period

The Project’'s implementation period covers from 1 June 2014 to 1 July 2017.

These combined special purpose financial statements were prepared for the period from 1
July 2015 to 30 June 2017.

Sources of fund

Sources of fund are defined as fund received from different sources, net of bank charges, by
the Project.

Interest income

Interest income comprises interest earned on grant funds disbursed by CACH under the Grant
and maintained in interest-earning bank account. Any such interest earned shall be accounted
for and used solely for Project purposes.

Uses of fund

Uses of fund represent expenditures in line with the Project’s objectives and the agreed
budget that are eligible for financing under the Grant. All expenditures are accounted for on a
modified cash basis. Under this basis, fund receipts are recognised when received rather than
when the right to receive them arises whereas disbursements are recognised when paid
rather than when the obligation to pay them arises, except for those approved expenses
incurred and paid by the partners from the other projects’ funds since the fund from CACH
has not yet been received as of the end of the period.

Fixed assets

The cost of fixed assets purchased is expensed in the combined statement of sources and
uses of fund and fund balance in the period of purchase.

Foreign currency differences

Transactions in currencies other than US$ are translated into US$ at the rate of exchange
prevailing on the respective dates of the transactions. Foreign exchange gains and losses
resulting from the translation of cash and bank balances in currencies other than US$ at
period end exchange rate are recognized in the statement of sources and uses of fund and
fund balance.

Cash

Cash consists of cash on hand and in banks that are subject to an insignificant risk of changes
in value.

Other payables

Other payables represents excess of approved expenditures incurred during the period over
the source of fund from CACH.

Rounding off amounts

Amounts in the special purpose financial statement have been rounded off to the nearest
dollar unless otherwise stated.



Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND
AND FUND BALANCE (continued)
For the period from 1 July 2015 to 30 June 2017

3. FUND RECEIVED FROM CACH
This represents amounts received under the Grant as follows:
For the period

from 1 June 2014

For the period from 1 July 2015 to 30 June 2017  to 30 June 2015

SEADO RCEDO Total Total

Uss$ Us$ Us$ US$

1stinstallment - - - 74,889
2nd installment - - - 44,914
3 installment 36,910 25,964 62,874 -
4t installment 32,934 23,952 56,886 -
5% installment 26,946 20,958 47,904 -
6% installment 42,914 28,942 71,856 -
7t installment 10,439 4,525 14,964 -
150,143 104,341 254,484 119,803

4, PROGRAM COSTS

For the period
from 1 June 2014

For the period from 1 July 2015 to 30 June 2017  to 30 June 2015

SEADO RCEDO Total Total

Us$ Uss Uss Uss$

Project staff salary 29,560 21,889 51,449 24,180
Others 3,832 2,959 6,791 11,200
33,392 24,848 58,240 35,380

Salary costs allocated to the Project are determined based on the actual hours the employee

worked for the Project.



Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND

AND FUND BALANCE (continued)

For the period from 1 July 2015 to 30 June 2017

5.

PROJECT IMPLEMENTING COSTS

Community Action Plan (CAP)
implementation

Implementation of water management
plan

Drought preparedness

Distribute emergency assistance to the
victim families affected by hazard

Early warning system (drought & flood)
Join with communes council to develop
community level water management
plans or conduct water interventions
Hazard, Vulnerability and Capacity
Assessment (HVCA) conduct
Community meeting to select Disaster
Risk Reduction of Village Committee
(DRRVC)

DRRVC coordination meeting with
government

Organise a "Review and Exchange
Event"

Training of DRRVC

Community action plan development
Coordination with Provincial Committee
for Disaster Management (PCDM) and
NGO Partners

Coordination meeting and information
sharing

Development of Village Investment Plan
(VIP)

Development of Commune Investment
Plan (CIP)

Self Help Groups (SHG) formation and
training

Project launching

Integration of CIP to District Investment
Plan (DIP)

Mapping of agencies, government,
private sector with relevant experience -
coordination meeting

Multi-risk mapping

Establishment of Water Management
Committee

Develop work plan at community level for
implementing action

HVCA and CAP training to NGO partners
Develop water resources management
plan

Undertake water assessments

For the period from 1 July 2015 to

30 June 2017

For the period
from 1 June 2014
to 30 June 2015

SEADO RCEDO Total Total
USss$ USs$ US$ US$
45,910 30,156 76,066 639
22,143 12,251 34,394 12,700
11,703 6,514 18,217 -
9,400 4,062 13,462 -
2,877 2,617 5,494 -
2,891 2,479 5,370 -
630 429 1,059 3,486

- - - 591

1,540 - 1,540 .
2,743 1,763 4,506 809
3,026 2,090 5,116 1,479
1,254 155 1,409 2,315
100 210 310 200
968 585 1,553 431
1259 902 2,161 -
600 308 908 -
462 427 889 -
1513 1,092 2,605 608
400 206 606 -
200 - 200 -
269 141 410 1,267

- 1,119 1,119 1,345

- 936 936 -

- 240 240 234

- 120 120 240

- 55 55 345
109,888 68,857 178,745 26,689




Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND
AND FUND BALANCE (continued)

For the period from 1 July 2015 to 30 June 2017

6. CAPACITY BUILDING NGO PARTNERS

For the period
For the period from 1 July 2015 from 1 June 2014

to 30 June 2017 to 30 June 2015
SEADO RCEDO Total Total
Us$ Us$ USs$ Us$
Salary and travelling expenses 17,616 17,354 34,970 15,259
Administration expense 6,183 6,460 12,643 4,943
Staff reflection meeting 3,170 1,227 4,397 174
Monitoring and evaluation 2,200 1,703 3,903 1,150

Technical strengthening to
NGO 300 956 1,256 67
29,469 27,700 57,169 21,593

7. PROJECT EVALUATION
For the period
For the period from 1 July 2015 from 1 June 2014
to 30 June 2017 to 30 June 2015
SEADO RCEDO Total Total
uUs$ uUss$ uUs$ Uss$
Project evaluation 3,000 1,500 4,500 -
8. CASH

For the period
For the period from 1 July 2015 from 1 June 2014
to 30 June 2017 to 30 June 2015
SEADO RCEDO Total Total
uUss$ uUs$ uUs$ Us$
Cash in bank 30 76 106 27,668
Cash on hand - 76 76 8,525
30 152 182 36,193

Cash in bank represents interest-bearing savings and current accounts at ACLEDA Bank Plc.
specifically earmarked for the Project.



Social Environment Agricultural Development Organization and
Rural Community and Environmental Development Organization

Community-based Disaster Risk Reduction
(Cooperation Agreement Project ID CACH P140015)

NOTES TO THE COMBINED STATEMENT OF SOURCES AND USES OF FUND
AND FUND BALANCE (continued)
For the period from 1 July 2015 to 30 June 2017

10.

11.

OTHER PAYABLES

For the period
For the period from 1 July 2015  from 1 June 2014

to 30 June 2017 to 30 June 2015

SEADO RCEDO Total Total

UsS$ USs$ Us$ Us$

Payable to other projects - 4,200 4,200 -
Payable to third parties 3,843 - 3,843 -
3,843 4,200 8,043 -

SUBSEQUENT EVENTS

There have been no significant events occurring after the balance sheet date which would
require adjustments or disclosures to be made in the combined special purpose financial
statements.

TAX CONTINGENCY

The taxation system in Cambodia is relatively new and is characterized by numerous taxes
and frequently changing legislation, which is often unclear, contradictory and subject to
interpretation. Often, differing interpretations exist among numerous taxation authorities.
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 which can be substantially more significant than in other countries. Management
believes that it has adequately provided for tax liabilities based on its interpretation of tax
legislation. However, the relevant authorities may have differing interpretations and thus, may
create tax risks to the Project.
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