General Distribution C/2016/DC/5

"“ Global
> Green Growth

Institute

Global Green Growth Institute
The Council

Written Procedure

May 25, 2016

Decision on the FY2015 audited financial statements

The Council,

Recalling Articles 2 and 4 of the Agreement on the Establishment of the Global Green
Growth Institute, regarding the objectives and activities of the organization;

Acting pursuant to Article 8(5)(d) of the Agreement on the Establishment of the Global
Green Growth Institute, regarding the approval by the Council of audited financial statements;
and,

Taking note of the recommendation of the Management and Program Sub-Committee
that the Council approve the FY2015 audited financial statements;

1. Approves the FY2015 audited financial statements, as attached in annex 1; and,

2. Takes note of the presentation of audit results and management letter submitted by
the external auditing firm, as attached in annex 2 and annex 3, respectively.

Consistent with GGGI’s Disclosure Policy [C/5/DC/2], this document will be disclosed on the GGGI Website
upon its approval by the Council, and its classification will be changed from “For Official Use” to “General
Distribution ”.
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Financial Statements
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Independent Auditors’ Report

The Board of Directors
Global Green Growth Institute:

Report on the Financial Statements

We have audited the accompanying statements of financial position of Global Green Growth Institute
("GGGI") as of December 31, 2015 and 2014, the statements of comprehensive income (loss), changes in
reserves and cash flows for the years then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements 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 entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of GGGI as of December 31, 2015 and 2014 and its financial performance and its cash flows for
the years then ended in accordance with International Financial Reporting Standards.

FFMCT \YEM!}?& &?ﬁﬁwf&g Cavt;

Seoul, Korea
March 31, 2016



This report is effective as of March 31, 2016, the audit report date. Certain subsequent events or
circumstances, which may occur between the audit report date and the time of reading this report, could
have a material impact on the accompanying financial statements and notes thereto. Accordingly, the
readers of the audit report should understand that the above audit report has not been updated to reflect
the impact of such subsequent events or circumstances, if any.




Global Green Growth Institute
Statements of Financial Position

As of December 31, 2015 and 2014

(In USD) Note 2015 2014
Assets

Cash and cash equivalents 4,5 28,898,195 21,801,922
Short-term financial assets 5 17.000,000 -
Other receivables 5 - 9,497
Accrued income 5 13,620 -
Other current assets 9 2,377582 641,571
Total current assets 48,289,397 22,452,990
Property and equipment, net 6 903,176 1,152,722
Intangible assets 7 1,372,992 793,683
Long-term financial assets 5 685,488 693,607
Total non-current assets 2,961,656 2,640,012
Total assets 51,251,053 25,093,002
Liabilities

Other payables 5 4,702,338 2,948,131
Deferred income 7996,473 5,696,599
Other current liabilities 9 4,760,096 -
Total current liabilities 17.458,907 8,644,730
Total non-current liabilities - -
Total liabilities 17,458,907 8,644,730
Reserves

Retained surplus 33,792,146 16,448,272
Total reserves 33,792,146 16,448,272
Total liabilities and reserves 51,251,053 25,093,002

See accompanying notes to the financial statements.
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Global Green Growth Institute
Statements of Comprehensive Income (Loss)

For the years ended December 31, 2015 and 2014

(In USD) Note 2015 2014
Operating income

Core funds 0 $ 39,538,303 30,305,919
Earmarked funds 10 9,206,095 10,395,748
Others 10 - 29,340
Total operating income 48,744,398 40,731,007
Operating expenditures 11 31,075,737 32,254,898
Net surplus from operating activities 17,668,661 8,476,109
Finance income 5,12 370,301 199,139
Finance costs 512 (582,285) (256,387)
Other gain (loss) 13 (112,803) 182,018
Net surplus for the year 17,343,874 8,600,879
Other income - i
Total net surplus for the year $ 17,343,874 8,600,879

See accompanying notes to the financial statements.
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Global Green Growth Institute
Statements of Changes in Reserves

For the years ended December 31, 2015 and 2014

Retained Total

(In USD) surplus reserves

Balance at January 1, 2014 $ 7847393 7847393
Net surplus for the year 8,600,879 8,600,879
Total surplus 8,600,879 8,600,879
Balance at December 31, 2014 $ 16,448,272 16,448,272
Balance at January 1, 2015 3 16,448,272 16,448,272
Net surplus for the year 17,343,874 17,343,874
Total surplus 17,343,874 17,343,874
Balance at December 31, 2015 $ 33,792,146 33,792,146

See accompanying notes to the financial statements.
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Global Green Growth Institute
Statements of Cash Flows

For the years ended December 31, 2015 and 2014

(In USD)

Cash flows from operating activities
Net surplus for the year

Adjustments for:
Rental expenses
Depreciation
Amortization
Bad debt expense
Impairment of PPE
Finance expenses
Finance income
Other

Changes in assets and liabilities:
Other receivables
Accrued income
Other current assets
Others payables
Deferred income
Other current liabilities

Interest received

Net cash provided by operating activities

Cash flows from investing activities
Increase in short-term financial instruments
Decrease in leasehold deposits
Acquisition of property and equipment
Acquisition of intangible assets
Increase in leasehold deposits

Net cash used in investing activities
Cash flows from financing activities

Effects of exchange rate changes on cash and cash
equivalents

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning
Cash and cash equivalents at end of year

See accompanying notes to the financial statements.
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2015 2014
17,343,874 8,600,879
37,652 35,098
523,291 307764
411,984 174,664
1,890 -
- 2,093
534,247 141,328
(310,967) (111,585)
- 1,100
7,607 57503
- 85,600
(1,773,563) (360,504)
(2,968,473) (966,860)
7,058,981 1,137513
4,760,096 (114,408)
20,840 3,588
25,647,359 8,993,773
(17,000,000) -
11,861 150,748
(273,745) (1,012,364)
(991,293) (832,726)
(15,342) (287,031)
(18,268,519) (1,981,373)
(282,567) (33,331)
7,096,273 6,979,069
21,801,922 14,822,853
28,898,195 21,801,922




Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

1.

(a)

(b)

(c)

(d)

Reporting Entity

Established as an international organization in 2012 at the Rio+20 United Nations Conference on
Sustainable Development, the Global Green Growth Institute (GGGI) is dedicated to supporting and
promoting strong, inclusive and sustainable economic growth in developing countries and
emerging economies. GGGl member countries currently include Cambodia, Costa Rica, Ethiopia,
Fiji, Guyana, Indonesia, Jordan, Kiribati, Mexico, Mongolia, Papua New Guinea, Philippines, Rwanda,
Senegal, Vanuatu, Vietnam, Australia, Denmark, Norway, Qatar, Republic of Korea, United Arab
Emirates and the United Kingdom, and it is in the process of expanding its membership. GGGl
works with partners in the public and private sector in developing and emerging countries around
the world to put green growth at the heart of economic planning. GGGI has its headquarters in
Seoul, Republic of Korea, and conducts operations in several countries in Asia, Latin America and
Sub-Saharan Africa.

Basis of Preparation

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs).

Basis of measurement
The financial statements have been prepared on the historical cost basis
Functional and presentation currencies

These financial statements are presented in US dollar, which is GGGI's functional currency of the
primary economic environment in which GGGI operates.

Use of estimates and judgments

The preparation of the financial statements in accordance with IFRSs requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expense. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future periods affected.

Information about assumptions and estimation uncertainties that have a significant risk of resulting
in a material adjustment within the next financial year are included in the following note.

Note 6 — Property and Equipment
GGGl reviews the estimated useful lives of property and equipment at the end of each annual

reporting period. Management's assumptions could affect the determination of estimated useful
lives.



Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

3. Significant Accounting Policies

The significant accounting policies applied by GGGI in preparation of its financial statements are
included below. The accounting policies set out below have been applied consistently to all periods
presented in these financial statements.

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits, and short-term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value, and are used by GGGI in management of its short-term
commitments.

(b) Non-derivative financial assets

(c)

GGGl classifies the non-derivative financial assets which are fixed or determinable payments that
are not quoted in an active market as loans and receivables. GGGI recognizes financial assets in
the statement of financial position when GGGI becomes a party to the contractual provisions of
the instrument.

Upon initial recognition, non-derivative financial assets are measured at their fair value plus,
transaction costs that are directly attributable to the asset's acquisition or issuance.

GGGl derecognizes a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a
transaction in which substantially all the risks and rewards of ownership of the financial asset are
transferred. Any interest in transferred financial assets that is created or retained by GGGI is
recognized as a separate asset or liability.

If GGGI retains substantially all the risks and rewards of ownership of the transferred financial
assets, GGGI continues to recognize the transferred financial assets and recognizes financial
liabilities for the consideration received.

Financial assets and financial liabilities are offset and the net amount is presented in the statement
of financial position only when GGGI currently has a legally enforceable right to offset the
recognized amounts, and there is the intention to settle on a net basis or to realize the asset and
settle the liability simultaneously.

Impairment of financial assets

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if
objective evidence indicates that a loss event has occurred after the initial recognition of the asset,
and that the loss event had a negative effect on the estimated future cash flows of that asset that
can be estimated reliably. However, losses expected as a result of future events, regardless of
likelihood, are not recognized.

In addition, for an investment in a security, a significant or prolonged decline in its fair value below
its cost is objective evidence of impairment.

If financial assets have objective evidence that they are impaired, impairment losses should be
measured and recognized.



Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

3.

Significant Accounting Policies, Continued

(d) Impairment of financial assets, continued

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount and the present value of its estimated future cash flows
discounted at the asset's original effective interest rate. If it is not practicable to obtain the
instrument'’s estimated future cash flows, impairment losses would be measured by using prices
from any observable current market transactions. GGGI can recognize impairment losses directly
or establish a provision to cover impairment losses. If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment was recognized (such as an improvement in the debtor's credit rating), the
previously recognized impairment loss shall be reversed either directly or by adjusting an allowance
account.

(e) Property and equipment

Property and equipment are measured initially at cost and after initial recognition. The cost of
property and equipment includes expenditure arising directly from the construction or acquisition
of the asset, any costs directly attributable to bringing the asset to the location and condition
necessary for them to be capable of operating in the manner intended by management and the
initial estimate of the costs of dismantling and removing the item and restoring the site on which
they are located.

Subsequent to initial recognition, an item of property, plant and equipment shall be carried at its
cost less any accumulated depreciation and any accumulated impairment losses.

Subsequent costs are recognized in the carrying amount of property, plant and equipment at cost
or, if appropriate, as separate items if it is probable that future economic benefits associated with
the item wiill flow to GGGI and the cost of the item can be measured reliably. The carrying amount
of the replaced part is derecognized. The costs of the day-to-day servicing are recognized in profit
or loss as incurred.

Property and equipment are depreciated on a straight-line basis over the estimated useful lives of
each part of an item of property and equipment.

The estimated useful lives for the current period are as follows:

Useful lives (in months)

Office equipment 36 ~ 60
Leasehold improvement 24
Vehicle 60

Depreciation methods, useful lives and residual values are reviewed at the end of each reporting
date and adjusted, if appropriate. The change is accounted for as a change in an accounting
estimate.



Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

3.

(f)

(9)

(h)

Significant Accounting Policies, Continued
Intangible assets

Intangible assets consist of purchased software licenses, software and any development cost for
the software. Intangible assets are amortized on a straight-line basis over the estimated useful lives
of intangible assets from the date that they are available for use. The residual value of intangible
assets is assumed to be zero.

The estimated useful lives for the current period are same as the useful lives of IT equipment.

Amortization periods and the amortization methods for intangible assets with finite useful lives are
reviewed at the end of each reporting period. Changes are accounted for as changes in accounting
estimates.

Impairment of non-financial assets

GGGl reviews at the end of the reporting period to determine whether there is any indication of
impairment.  If any such indication exists, then the asset’s recoverable amount is estimated.

GGGl estimates the recoverable amount of an individual asset, if it is impossible to measure the
individual recoverable amount of an asset, then GGGl estimates the recoverable amount of cash-
generating unit (“"CGU"). A CGU is the smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows from other assets or groups of assets.
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. The value in use is estimated by applying a pre-tax discount rate that reflect current
market assessments of the time value of money and the risks specific to the asset or CGU for
which estimated future cash flows have not been adjusted, to the estimated future cash flows
expected to be generated by the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or a CGU exceeds its
recoverable amount. Impairment losses are recognized in profit or loss.

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

Non-derivative financial liabilities

GGGl recognizes financial liabilities in the statement of financial position when GGGl becomes a
party to the contractual provisions of the financial liability.

At the date of initial recognition, financial liabilities are measured at fair value minus transaction
costs that are directly attributable to the acquisition. Subsequent to initial recognition, other
financial liabilities are measured at amortized cost using the effective interest method.

GGGI derecognizes a financial liability from the statement of financial position when it is
extinguished (i.e. when the obligation specified in the contract is discharged, cancelled or expires).
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

(h)

(i)

Significant Accounting Policies, Continued
Employee benefits

For defined contribution plans, when an employee has rendered service to GGGI during a period,
GGGl recognizes the contribution payable to a defined contribution plan in exchange for that service
as an accrued expense, after deducting any contributions already paid. If the contributions already
paid exceed the contribution due for service before the end of the reporting period, GGGI
recognizes that excess as an asset (prepaid expense) to the extent that the prepayment will lead
to a reduction in future payments or a cash refund.

Foreign currency translation

Foreign currency transactions are initially recorded using the spot exchange rate between the
functional currency and the foreign currency at the date of the transaction. At the end of each
reporting period, foreign currency monetary items are translated using the closing rate. Non-
monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated to the functional currency at the exchange rate at the date that the fair value was
determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items
at rates different from those at which they were translated on initial recognition during the period
are recognized in profit or loss in the period in which they arise.

Operating income recognition
(i) Core funds (Un-earmarked funds)

Core funds are funds available for general use by GGGI, and include all core contributions and all
other funds provided that are not earmarked funds. All core funds are credited to the General Fund.
With regards to core funds, GGGI recognizes an asset (cash) and operating income when GGGl
receive the contribution to be provided.

(ii) Earmarked funds

Earmarked funds are funds contributed to GGGI to finance specific activities that are identified in
the agreement between GGGl and the donor.  Earmarked funds can only be used for the purposes
for which they are intended as set out in the respective donor agreement or as otherwise
specifically agreed to by the donor.

For earmarked funds, GGGI recognizes an asset (cash or receivables) and liability (deferred income)
on receipt of the firm commitment of the contribution to be provided (unless the agreement
specifies a later contribution start date). The liability is reduced and operating income is recognized
in proportion to the stage of completion of the transaction at the reporting date. The stage of
completion is assessed by reference to the surveys of work performed. However, when the
outcome of the transaction involving the rendering of services cannot be estimated reliably,
operating income shall be recognized only to the extent of the expenses recognized that are
recoverable.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

3.

(k)

n

Significant Accounting Policies, Continued
Finance income and finance costs

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Financial risk management
Financial risk factors

GGGl is exposed to a variety of financial risks derived from events in the external financial markets:
market risk (including changes in currency exchange rates); liquidity risk; and interest rate risk. GGGI
seeks to actively minimize potential adverse effects arising from these exposures.

The Director General has overall responsibility to maintain a risk-management system to manage
and control financial and other types of risks including the identification, evaluation, and
measurement of possible impact on GGGI, and the selection and maintenance of various solutions
to mitigate risks.

(i) Market risk

- Currency risk
Currency risk primarily arises on voluntary contributions receivable in currencies other than
United States Dollar. The main currencies giving rise to foreign currency risk are the Euro, Pound
Sterling, Norwegian Kroner and Danish Kroner. At present, to minimize the foreign exchange
exposure, GGGI converts its contributions receivable in other currencies immediately to USD
upon the receipt of contribution.

- Interest rate risk
There is no significant short-term exposure to changes in interest rates, as cash and cash
equivalents are held as cash in hand and there are no interest-bearing liabilities.

(i) Liquidity risk
Liquidity risk is minimized by maintaining sufficient funds as cash in hand to meet short-term
liabilities.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014
4. Cash and Cash Equivalents

(a) Cash and cash equivalents as of December 31, 2015 and 2014 are summarized as follows:

(In USD) 2015 2014

Cash in banks $ 28,895,471 21,801,922

Cash on hand 2,724 -
$ 28,898,195 21,801,922

(b) Cash and cash equivalents denominated in foreign currencies as of December 31, 2015 and
2014 are as follows:

(In USD, except for other foreign currency)

2015 2014
Foreign Foreign currency Translation Foreign currency Translation
currency amount into USD amount into USD
AED 172,920 $ 47069 308,043 $ 83,848
DKK - - 350 57
EUR 162,936 178,023 50,000 60,795
KRwW 17,100,219 14,699 195,577,846 177928
IDR 6,457,700 467 5,620,300 451
ETB 201,049 9,372 115,694 5,660
GBP 3,260 4,923 - -
AUD 6,220,121 4,527626 - -
$ 4,782,179 $ 328,739

(c) Currency exchange rates as of December 31, 2015 and 2014 are as follows:

(In USD) December 31, 2015 December 31, 2014
Currency Ending exchange rate Ending exchange rate
AED 3 0.272 0.272
DKK 0.147 0.163
EUR 1.093 1.216
KRW 0.001 0.001
IDR 0.0000723 0.0000806
ETB 0.047 0.049
GBP 1.510 1.5653
AUD 0.728 0.818
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

5. Financial Instruments

(a) Categories of financial assets as of December 31, 2015 and 2014 are summarized as follows:

2015 2014
Cash and cash Loans and Cash and cash Loans and
(In USD) equivalents receivables equivalents receivables
Current financial assets
Cash and cash equivalents $ 28,898,195 - 21,801,922 -
Short-term financial assets - 17.000,000 - -
Other receivables - - - 9,497
Accrued income - 13,620 - -
Sub-total $ 28,898,195 17013,620 21,801,922 9,497
Non-current financial assets
Leasehold deposits $ - 685,488 - 693,607
$ 28,898,195 17.699,108 21,801,922 703,104

(b) Categories of financial liabilities as of December 31, 2015 and 2014 are summarized as follows:

2015 2014
Financial liabilities Financial liabilities
(In USD) measured at amortized cost measured at amortized cost
Current financial liabilities
Other payables (*) $ 4,702,338 2,948,131

(*) Other payables represent amounts due to donors, vendors, employees and others for support
and/or services received prior to yearend, but not paid for as at the reporting date.

The Korea Energy Agency (KEA) used to be KEMCO returned USD 270,756 (KRW 319,416,992), the

unspent funds of “Dissemination of Voluntary Emission Reduction Program in Asia (2010 — 2012)’

"to

GGGI in November 2014. The unspent funds of KRW 319,416,992 will be transferred to the Ministry

of Foreign Affairs, Republic of Korea in 2016.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

5.

Financial Instruments, Continued

(c) Finance income by categories

(i) Details of finance income by categories for the year ended December 31, 2015 are

summarized as follows:

Financial liabilities

Cash and cash Loans and measured at
(In USD) equivalents receivables amortized cost Total
Interest income $ 20,840 51,172 - 72,012
Gain on foreign
currency transactions 682 - 58,652 59,334
Gain on foreign
currency translations 198,359 - 40,596 238,955
$ 219,881 51,172 99,248 370,301
(i) Details of finance income by categories for the year ended December 31, 2014 are
summarized as follows:
Financial liabilities
Cash and cash Loans and measured at
(In USD) equivalents receivables amortized cost Total
Interest income $ 3,588 35,098 - 38,686
Gain on foreign
currency transactions - 15,135 72,419 87554
Gain on foreign
currency translations 67889 2 5,008 72,899
$ 71,477 50,235 77427 199,139

(iii) Details of finance costs by categories for the year ended December 31, 2015 are

summarized as follows:

Financial liabilities

Cash and cash Loans and measured at
(In USD) equivalents receivables amortized cost Total
Loss on foreign currency
transactions $ - - 48,038 48,038
Loss on foreign currency
translations 480,926 49,152 4,169 534,247
$ 480,926 49,152 52,207 582,285
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

5.

Financial Instruments, Continued

(c) Finance income by categories, continued

(iv) Details of finance costs by categories for the year ended December 31, 2014 are summarized

as follows:
Financial liabilities
Cash and cash Loans and measured at

(In USD) equivalents receivables amortized cost Total
Loss on foreign
currency transactions $ - 2,022 113,037 115,059
Loss on foreign
currency translations 102,729 33,383 5,216 141,328

$ 102,729 35,405 118,253 256,387

(d) The carrying amount and the fair value of financial instruments as of December 31, 2015 and

2014 are summarized as follows:

2015 2014
Carrying Carrying

fin USD) amount Fair value amount Fair value
Financial assets
Cash and

cash equivalents $ 28,898,195 28,898,195 21,801,922 21,801,922
Short-term

financial instruments 17000,000 17.000,000 - -
Leasehold deposits 685,488 685,488 693,607 693,607
Other receivables - - 9,497 9,497
Accrued income 13,620 13,620 - -
Total financial assets $ 46,597,303 46,597,303 22,505,026 22,505,026
Financial liabilities
Other payables $ 4,702,338 4,702,338 2,948,131 2,948,131
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Global Green Growth Institute

Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

6.

Property and Equipment
(a) Details of property and equipment as of December 31,

(i) December 31, 2015

(In USD)

Office equipment (¥)

Leasehold improvements

Vehicle

(ii) December 31, 2014

(In USD)

Office equipment (*)

Leasehold improvements

Vehicle

$

Acquisition cost

2015 and 2014 are as follows:

Accumulated
depreciation

Carrying amount

2,147367 (1,279,125) 868,242
1,740,751 (1,740,751) -

84,846 (49,912) 34,934
3,972,964 (3,069,788) 903,176

Acquisition cost

Accumulated
depreciation

Carrying amount

1,982,333 (881,51b) 1,100,818
1,740,751 (1,740,751) -

84,846 (32,942) 51,904
3,807,930 (2,655,208) 1,152,722

(*) Office equipment includes IT equipment and office furniture

(b) Changes in property and equipment for the years ended December 31, 2015 and 2014 are

summarized as follows:

(i) December 31, 2015

(In USD)

Office equipment

Leasehold improvements

Vehicle

January 1, December 31,
2015 Acquisition Depreciation 2015

1,100,818 273,745 (506,321) 868,242

51 ,904; (1 6,970; 34,934;

1,152,722 273,745 (523,291) 903,176
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014
6. Property and Equipment, Continued

(i) December 31, 2014

January December
(In USD) 1,2014 Acquisition Depreciation Impairment Other 31,2014
Office equipment $ 382,346 1,012,364 (290,699) (2,093) (1,100) 1,100,818
Leasehold
improvements 96 - (96) - - -
Vehicle 68,873 - (16,969) - - 51,904
$ 451,315 1,012,364 (307,764) (2,093) (1,100) 1,152,722
7. Intangible Assets
(a) Details of intangible assets as of December 31, 2015 and 2014 are as follows:
(i December 31, 2015
Acquisition Accumulated Carrying
(In USD) cost amortization amount
Software $ 2,056,189 (683,197) 1,372,992
(i) December 31, 2014
Acquisition Accumulated Carrying
(In USD) cost amortization amount
Software $ 1,064,895 (271,212) 793,683

(b) Changes in intangible assets for the years ended December 31, 2015 and 2014 are summarized

as follows:

(i) December 31, 2015

January December
(In USD) 1, 2015 Acquisition Disposals Amortization 31, 2015
Software $ 793,683 991,293 - (411,984) 1,372,992
(i) December 31, 2014
January December
(In USD) 1, 2014 Acquisition Disposals Amortization 31, 2014
Software $ 135,621 832,726 - (174,664) 793,683
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

8. Employee Benefits

GGGl provides defined contribution plans for certain eligible employees and pension funds that
amount to 12 percent of each eligible employee’'s monthly base salary. The post-employment

benefits are paid to employees from the pension deposit.

GGGl's contribution related to defined contribution plans in 2015 and 2014 are as follows.

(In USD) 2015 2014

Expense related to post-employment benefit
under defined contribution plan $ 1,058,107 1,112,337

9. Other Current Assets and Other Current Liabilities

(@) Other current assets as of December 31, 2015 and 2014 are summarized as follows:

(In USD) 2015 2014

$ 63,863 24,276
2,313,719 617,295

Advance payments
Prepaid expenses (*1)

$ 2,377,582 641,571

(b) Other current liabilities as of December 31, 2015 and 2014 are summarized as follows:

(In USD) 2015 2014

Withholdings $ 989 -

Advanced receipt (*2) 4,759,107 -
$ 4,760,096 -

(*1) The amount includes the pre-payment for UNOPS contract of USD 1,687500 in 2015 for
personnel related expenses for 2016.

(*2) As described in Note 10 (1) (i), advanced receipt is for 2016 core contribution received from the
Australia Department of Foreign Affairs and Trade.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

10. Operating Income

(a) Operating income for the years ended December 31, 2015 and 2014 are as follows:

(In USD) 2015 2014
Core funds $ 39,538,303 30,305,919
Earmarked funds 9,206,095 10,395,748
Others - 29,340
3 48,744,398 40,731,007

(b) Details of operating income for the years ended December 31, 2015 and 2014 are as follows:

(In USD) 2015 2014

Core funds (*1)

The Government of Australia $ 4,715,734 5,000,000

The Government of Denmark 4,761,633 5,075,682

The Ministry of Foreign Affairs of The Republic of Korea 10,000,000 10,000,000

The Norwegian Agency for Development Cooperation

(Norad) for 2013 - 5,000,000

The Norwegian Agency for Development Cooperation

(Norad) for 2014 - 5,032,747

The Norwegian Agency for Development Cooperation

(Norad) for 2015 4,943,733 -

The Government of the United Kingdom 15,117203 -

Incheon Metropolitan City (Korea) - 197490
Sub-total 3 39,538,303 30,305,919
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

10. Operating Income, Continued

(b) Details of operating income for the years ended December 31, 2015 and 2014 are as follows,

continued:
Sub-total 39,538,303 30,305,919
Earmarked funds (*2)
Swiss Agency for Development and Cooperation (SDC) 281,114 307706
The United Arab Emirates Ministry of Foreign Affairs 1,928,831 2,724,732
The Norwegian Ministry of Foreign Affairs
- ‘Country Program for Ethiopia 2013-2015' 2,229,638 1,556,245
The Norwegian Ministry of Foreign Affairs
- 'Indonesia Country Program 2012-2014' 3,039,220 3,133,708
European Bank for Reconstruction and Development - 138,665
The Federal Ministry for the Environment, Nature Conservation
and Nuclear Safety (BMU) 1,310,430 873,672
World Resources Institute - ‘New Climate Economy Project’ - 1,121,666
Climate and Development Knowledge Network (CDKN) - 111,576
European Climate Fund (ECF) 573 254,611
International Conference 2014 - ROK - 36,177
International Conference 2014 - KOICA - 45,500
International Conference 2014 - GTC-K - 90,945
Government of the Federal Republic of Germany 115,435 645
Capacity Development for S-S Collaboration (KOICA) 297,896 -
Global Climate Forum 2,958 -
Sub-total 9,206,095 10,395,748
Others
Residual asset from K-GGGI - 466,810
Swiss Agency for Development and Cooperation (SDC) - (437470)
Sub-total - 29,340
48,744,398 40,731,007
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014
10. Operating income, Continued
(*1) Core funds

(i) The Australia Department of Foreign Affairs and Trade (DFAT) signed an addendum in 2015 to
extend the original funding agreement and the core contribution for two (2) additional years from
January 2015 through to December 2016. In May 2015, GGGI received AUD 12,400,000 for the
two (2) years and recognized AUD 6,200,000 (USD 4,715,734) as revenue in 2015. The 2016
contribution of AUD 6,200,000 has been recorded as an advance receipt in 2015.

(i) In 2014, the Government of Denmark approved a Danish grant for the amount of DKK
90,000,000 to GGGI for the period from 2014 to 2016. This includes DKK 28,000,000 for 2014,
DKK 29,000,000 for 2015, DKK 29,000,000 for 2016, DKK 1,500,000 for the Strategic Advisor and
DKK 2,500,000 for reviews and studies. In 2015, GGGI received two (2) cash contributions, DKK
29,000,000 (USD 4,349,783) as core contribution for the year and USD 187,000 for the Value for
Money Audit. GGGl received DKK 1,500,000 (USD 224,850) for the twelve (12) months
secondment agreement of the strategic advisor as an in-kind contribution.

(iii) In 2015, the Ministry of Foreign Affairs of the Republic of Korea signed a Memorandum of
Understanding with GGGI to provide annual financial contribution of USD 10,000,000 core funding
for two (2) years from January 2015 through to December 2016. In February and August 2015,
GGGl received USD 5,000,000 respectively and recognized the total USD 10,000,000 as revenue
in 2015.

(iv) In 2015, Norwegian Agency for Development Cooperation signed addendum No.2 to extend
the multi-year core funding agreement 2013-2014 signed in September 2013 for one (1) additional
year through (and including) December 2015. In April 2015, GGGI received NOK 38,000,000 (USD
4,943,733) and recognized the total receipt as revenue in 2015.

(v) In 2014, the Government of the United Kingdom of Great Britain and Northern Ireland acting
through the Department of International Development (“DFID"”) has signed the MOU on core
funding for GBP 14,762,000 over the three (3) years, 2014-2017. In 2015, GGGl received the core
contributions of GBP 3,300,000 (USD 4,953,300) for 2014/15, GBP 3,730,000 (USD 5,674,105) for
2015/16 and the performance payment of GBP 3,000,000 (USD 4,489,800) and recognized the
total receipt as revenue in 2015.

(vi) Based on the Framework of Cooperation signed on December 4, 2013 between GGGI, the
Incheon Metropolitan City and Incheon Free Economic Zone Authority, the Incheon City and
Incheon Free Economic Zone provided GGGl an office space on the 23rd floor of the G-tower.

(*2) Earmarked funds

(i) In 2014, GGGI and Swiss Agency for Development and Cooperation ('SDC’) signed a grant
agreement for USD 1,000,000 for the period 1 July 2014 to June 30, 2016 to formalize a framework
of cooperation to promote programs, research and joint activities in support of capacity building
and development of green economic growth options for developing countries. In November 2015,
GGGl received the second instalment of USD 333,884 and recognized USD 281,114 as operating
income from the 2015 deferred income.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014
10. Operating Income, Continued
(*2) Earmarked funds, continued

(i) The United Arab Emirates Ministry of Foreign Affairs ("UAE") and GGGI signed MOU in 2011.
The objective of the MOU is to facilitate collaboration between UAE and GGGI to promote
programs and joint activities in promoting green growth in UAE for the years 2011 - 2013. The
MOU was automatically renewed for the additional three years through 2016. In July 2015, GGG
received USD 2,529,780 and recognized USD 1,928,831 as operating income from the 2015
deferred income.

(iii) In 2013, GGGI signed a grant agreement with the Royal Norwegian Embassy, Ethiopia to
implement Ethiopia country program for the years 2013-2015. In May 2015, GGGI received USD
1,993,638 against the total grant of NOK 45,828,000 (equivalent to USD 8,073,906) and recognized
USD 2,229,638 as operating income from the 2015 deferred income. In July 2015, GGGI returned
USD 300,000 from the deferred income of this funding agreement to Royal Norwegian Embassy
in Ethiopia for their initiative to support the establishment of Environment and Climate Research
Centre at the Ethiopian Development Research Institute.

(iv) In 2012, GGGI signed a grant agreement with Norwegian Ministry of Foreign Affairs to
implement Indonesia country program for the years 2012-2014. This agreement was extended by
three (3) months to March 2015 through Amendment 1 signed on December 10, 2014 and a
further nine (9) months through Amendment 2 signed on March 26, 2015. In 2015, GGGl
recognized a final revenue of USD 3,039,220 against the total grant of USD 8,177,976 (NOK
56,597,500). In November 2015, GGGI signed a new grant agreement (INS-14/21) with Norwegian
Ministry of Foreign Affairs to implement Indonesia country program for the years 2016-2019. In
2015, GGGI received the first installment of NOK 20,000,000 (USD 2,354,465) against the total
contract amount of NOK 170,000,000.

(v) The Federal Minister for the Environment and Nature Conservation and Nuclear Safety ('BMU')
and GGGI signed a Grant Agreement to implement “A Low Carbon Development Plans” for the
years 2011-2016 for a total grant of EUR 4,987,287 In 2015, GGGI received EUR 1,313,121 (USD
1,445,310) and recognized USD 1,310,430 as operating income from the 2015 deferred income.

(vi) The Government of the Federal Republic of Germany and GGGI have agreed to cooperate for
the purpose of supporting the Green Invest (BMZ-No0.2014.7932.8) project for which the donor is
to grant EUR 450,000 earmarked fund for the years 2014 to 2016. In August 2015, GGGl received
EUR 200,000 (USD 220,960) and recognized USD 115,435 as operating income from the 2015
deferred income.

(vii) GGGI and Korea International Cooperation Agency ("KOICA") signed the Grant Agreement on
knowledge sharing and capacity development for global green partnership through south-south
cooperation project for the years 2015 t0 2017. In June 2015, KOICA disbursed an initial instalment
of USD 700,000 and GGGI recognized USD 297,896 as operating income from the 2015 deferred
income.

(viii) GGGI joined a consortium of 16 organizations led by Global Climate Forum for a grant under
the European Commission (EC) Horizon 2020 program to implement the "Green Growth and Win-
Win Strategies for Sustainable Climate Action (GREEN-WIN)" project. The project has been
approved by the EC in 2015 with the duration of 36 months and the fund allocated to GGGl is EUR
98,875. GGGI received an up-front payment of EUR 44,494 (equivalent to USD 48,950) in
September and recognized USD 2,958 as operating income from the 2015 deferred income.
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Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014

1.

Operating Expenditures

Details of operating expenditures for the years ended December 31, 2015 and 2014 are as follows:

(In USD)

Salaries and wages

Allowances (home, education, relocation and others)

Employee benefits
Welfares

Outsourcing cost

Travel expense

Rental expenses
Transportation
Commissions
Professional fees
Depreciation

Amortization

Training expenses
Communication expenses
Repairs and maintenance expenses
Publication expenses
Conference expenses
Supply expenses

Others

24

2015 2014
10,062,238 10,242,448
3,933,425 2,888,028
1,058,107 1,112,337
758,943 915,515
8,398,400 10,461,032
1,717285 1,687,789
2,017733 1,891,481
16,166 16,573
53,636 19711
382,129 344,711
523,291 307,764
411,984 174,664
172,529 49,672
235,386 300,178
140,851 166,087
137891 150,743
636,947 542,149
286,290 349,662
132,506 456,954
31,075,737 32,254,898




Global Green Growth Institute
Notes to the Financial Statements

For the years ended December 31, 2015 and 2014
12. Finance Income and Finance Costs

(@) Details of finance income for the years ended December 31, 2015 and 2014 are summarized as

follows:
(In USD) 2015 2014
Interest income $ 72,012 38,686
Gain on foreign currency transactions 59,334 87554
Gain on foreign currency translations 238,955 72,899

$ 370,301 199,139

(b) Details of finance costs for the years ended December 31, 2015 and 2014 are summarized as

follows:
(In USD) 2015 2014
Loss on foreign currency transactions $ 48,038 115,059
Loss on foreign currency translations 534,247 141,328

$ 582,285 256,387

13. Other Gain (Loss)

Details of other gain (loss) for the years ended December 31, 2015 and 2014 are summarized as

follows:
(In USD) 2015 2014

Other gain
Miscellaneous income $ 43,197 204,115

Other loss
Impairment loss on PPE - (2,093)
EACP refund to KOICA(¥) (156,000) -
Miscellaneous expenses - (20,004)
(156,000) (22,097)
$ (112,803) 182,018

(*) The amount is a refund to the Ministry of Foreign Affairs, Republic of Korea based on the final
reporting on the East Asia Climate Partnership Program (2010-2012) from Korea International
Cooperation Agency (KOICA).
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2. AUCIT'SCOpE OVerview

Scope of work

Audit of the financial statements for the year end December 31, 2015

Applicable financial reporting framework

International Financial Reporting Standards

Applicable auditing standards

Interntional Standards on Auditing

Other terms of engagement

Issuance of Management Letter covering the following items:

+ Assessment of the internal control systems and their adequacy as a basis for the
preparation of the accounts and to establish whether proper accounting records
have been maintained

+ Assessment of the administrative guidelines prepared and provided by GGGI and
internal procedures are adhered to

+ Assessment of the adequacy of the systems of control over procurement of
supplies, equipment and services, hereunder verify whether guidelines regarding
procurement are followed under the condition that GGGI shall provide proper
procurement documents to KPMG. This assessment will be performed by testing
related documents based on sample basis.

* Follow-up on previous audit and review recommendations
*+ Management comments/response to audit findings and recommendations
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2. At Scope overview, continued

Scope GGGl Policies

Procedures
» Assessment of the internal control systems and Finance Regulations ¢ As part of our audit of the financial
their adequacy as a basis for the preparation of Finance Policies and Procedures M statements, we will evaluate the design
the accounts and to establish whether proper anual and implementation of controls over
accounting records have been maintained journal entries as well as obtain an
understanding of the activities for the
preparation of financial statements.
e Assessment of the administrative guidelines Individual Consultants Policies e This assessment will be performed by
prepared and provided by GGGI and internal and Procedures testing related documents based on
procedures are adhered to Disbursements — Travel and sample basis.

Outsourcing expenses
Interim Delegation of Authority

Manual
o Assessment of the adequacy of the systems of Procurement e This assessment will be performed by
control over procurement of supplies, equipment testing related documents based on
and services, hereunder verify whether sample basis.
guidelines regarding procurement are followed
under the condition that GGGI shall provide
proper procurement documents to KPMG.
e Follow-up on previous audit and review e During our assessment for FY2014, we will
recommendations observe and verify whether the recommen

dations provided in the previous year has
been reflected.
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3. Audit timeline and delveranles

Audit Report e Audit fieldwork:
Interim audit: November 16 to 20, 2015
Year-end audit: February 15 to 19, 2016
e Draft audit report
Deliver draft by March 18, 2016
e Final audit report
Deliver final hard copies by April 1, 2016
Management e Conduct testing in conjunction with the financial statement audit
Letter

e Draft management letter
Deliver draft by March 21, 2016

e Receive management comment/response thru March 31, 2016

e Final management letter
Deliver final letter by March 31, 2016
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4. Significant findings from the audit - Significant audit areas

Significant audit areas Description

Results

Operating income recognition Compared with profit organizations,
transactions may not be complex but
call for significant management
judgment in analyzing the donation
and service agreements.

Financial statement preparation The new ERP system may not
appropriately implemented and the
financial information may not be
produced correctly and timely.

Significant unusual transaction

Based on our review of the related
documents and interviews conducted
with relevant personnel, we did not note
any significant exceptions.

KPMG obtained the general ledger from
Agresso and eMax for the period from
January 1 to May 31 and made
comparison of the two records to verify
that data conversion is accurate and
complete. As the result of procedures we
performed, there were no exceptions
noted.

None identified
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4. Significant findings from the audit - other

Communication matters Description
Related Party Transactions None
Litigations, Claims, and Assessments None
Illegal Acts or Fraud None
Non-compliance with Laws and Regulations None
Significant Difficulties Encountered During the Audit None
Disagreements with Management None

Other Findings or Issues Re
ersight of the Fina

:pz

Significant control deficiencies None

Uncorrected audit misstatements None
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0. 0ther matters - Management letter

Scope GGGl Policies

Assessment of the internal co

nce Regulations

proper accounting record

e Assessment of the administrative guidelines prepared and provided

Individual Consultants Policies and Procedures
by GGGI and internal procedures are adhered to

Disbursements — Travel and Outsourcing expenses
Interim Delegation of Authority Manual

» Assessment of the adequacy of the syste
~ procurement of supplies, eq
her guidelines r
ndition that GGGl s
KPMG.

e Follow-up on previous audit and review recommendations

We have issued a management letter date as of March 31, 2016 which describes our observations and findings of our work
performed in relation to the above.
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0. FaudTisks

Fraud Risks

Presumed fraud risk
in revenue
recognition

Risk of management
override of controls

Impact on Financial Statements

Completeness and existence of
Revenue and related expenses
Accuracy of Deferred income

All

Planned Audit Approach

Review of revenue recognition
Vouch supporting
documentation over receipts of
funds and disbursement of
expense (sample base)

Journal entry test work

Audit of significant accounting
estimates

Testing of journal entries and
adjustments at period-end and
throughout the fiscal year

Findings

No matters to report

No matters to report

FH;E' SAMJONG © 2016 KPMG Samjong Accounting Corp., the Korean member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative

(“KPMG International”), a Swiss entity. All rights reserved. Printed in Korea.

The KPMG name, logo and "cutting through complexity" are registered trademarks or trademarks of KPMG International Cooperative ("KPMG International”).



/.Material communications between KPMG and management

There were no material communications between KPMG and management other than the written representations
provided by management.

Management representation letter(s) including representations required by the International Standards on Auditing.
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8. Independence

KPMG did not perform any non-audit services or other relationships that may reasonably be brought to bear on independe
nce.

In our professional judgment, we are independent with respect to Global Green Growth Institute., as that term is defined b
y Act on External Audits of Corporations and in the IESBA Code of Ethics for Professional Accountants.
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J.Reguiatory and Accounting update

No updates in IFRS standards as of the communication date are applicable to GGGI.
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Annex 3

KPMG Samjong Accounting Corp.

P.0O. Box 1989 27" Floor, Gangnam Finance Center, Tel. 82.2.2112.0100
GangNam-gu 152 Teheran-ro, Fax 82.2.2112.0101
Gangnam-gu, Seoul 06236 www.kr.kpmg.co.kr

Republic of Korea

March 31, 2016

Management and Program Sub-Committee
Global Green Growth Institute
19F Jeongdong Bldg, 15-5 Jeongdong-gu, Seoul

Ladies and Gentlemen:

We have completed our audit of the financial statements of Global Green Growth Institute (“GGGI”),
as of and for the year ended December 31, 2015, in accordance with International Standards of
Auditing (ISAs). As part of our audit, we considered GGGI’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements but not for the purpose of expressing an opinion on the effectiveness of GGGI's
internal control. Our assessment was more limited than would be necessary to express an opinion on
the system of internal accounting control taken as a whole. Accordingly, we do not express an opinion
on the effectiveness of GGGI’s internal control.

We are presenting you with our management letter providing our observations and findings on the
following items as indicated in the audit engagement letter dated September 30, 2015 and identified
the following areas as to test GGGI’s compliance with internal regulations and policies:

e As part of our audit of the financial statements, we evaluate the design and implementation of
controls over journal entries as well as obtain an understanding of the activities for the
preparation of financial statements.

e For the purpose of providing this management letter regarding the assessment of the internal
control systems and their adequacy as a basis for the preparation of the accounts and to establish
whether proper accounting records have been maintained, we have included the following areas
to provide our observations and findings:

- Finance Regulations
- Finance Policies and Procedures Manual

o Assessment of the administrative guidelines prepared and provided by GGGI and internal
procedures are adhered to:

- Finance Policies and Procedures Manual
- Individual Consultants Policies and Procedures

- Disbursements — Travel and Outsourcing expenses

KPMG Samjong Accounting Corp., a corporation established under Korean law, is member ot
KPMG International, a Swiss Cooperative,
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e Assessment of the adequacy of the systems of control over procurement of supplies, equipment
and services, hereunder verify whether guidelines regarding procurement are followed under the
condition that GGGI shall provide proper procurement documents to KPMG. This assessment
will be performed by testing related documents based on sample basis.

- Procurement
e  Follow-up on previous audit and review recommendations

e  Management comments/response to audit findings and recommendations

Our observation and findings of the above areas are as follows:
Fixed Assets and Intangible Assets

To test the procedures and policies related to Fixed Asset and Intangible Assets, we conducted
interviews with the IT and Finance department and reviewed the related documentation. According to
the policy, IT Department/Facilities Manager and the Finance Department are to conduct physical
count of the assets on a semi-annual basis to ensure completeness and existence of the assets listed in
the system. We re-performed the asset count on December 31, 2015 by selecting 25 samples from the
asset list to verify the existence of the asset.

Observation

Based on interviews, GGG, including the 17 country offices, performed the physical counts of all
assets in September and December 2015. However, we noted that for the count conducted in
September, there are 360 assets that we could not confirm their existence through physical count. In
accordance with GGGI’s Finance Policies and Procedural Manual, all differences should be
investigated. Also, the September report was not validated and signed off by Finance Department.

We also noted that for the December asset count, although the country offices had sent over the
results of the asset count conducted at the respective offices, the final results were not reflected in the
overall asset count report prepared by IT Department. This resulted in differences between the asset
register managed by the country offices and the headquarter office.

Recommendation

We recommend for GGGI to perform physical count of all assets on a semi-annual basis, perhaps June
and December every year as stipulated in the Finance Policies and Procedural Manual, 4.5 Physical
Count with the supervision of IT and Admin Office including all country offices. The asset reports
from country offices should be reviewed and updated by IT department and reflected in the final asset
report and delivered to the Finance Department for final imputation in the ERP.
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Revenue and Receivables

To test the policies and procedures related to Contributions, we interviewed the Finance department
and obtained the list of contributions received during the year to select samples for testing. We
reviewed the March and October report on Contributions in Arrears which is prepared by the Finance
department on a monthly basis.

Observation

Based on our sample test, we did not note any exceptions. We noted that the initial agreement is
reviewed by the Legal department and reported to the Deputy Director-General for approval. The
monthly report prepared by the Finance department is shared with the Division Heads for their review.

Financial Reporting and Closing Activities

We have reviewed the closing activities during the course of our audit of the financial statements and
conducted interviews with the relevant officers and staffs in-charge of each significant accounts. We
also referred to the Finance Policies as a basis for the closing guidelines of GGGI.

Observation

Based on the procedures performed, we found no material exceptions. We found the sufficient
explanations and evidences on the documentation given to us regarding the each subsection of the
closing activities.

Bank Transactions

To test the procedures and policies related to bank transactions including Bank opening, Bank
reconciliation, Petty cash and Credit card usage, we interviewed with Finance and Treasury
department and reviewed the related documentation. We selected 10 Bank reconciliation reports in
August and December to test compliance with the GGGI’s finance policy, and obtained the related
documentation.

Observation

Based on the procedures performed, we found no material exceptions. We found the sufficient
explanations and evidences on the documentation given to us regarding the each subsection of the
bank transaction.

Individual consultants

To test the policies and procedures related to individual consultants, we interviewed the Procurement
department and obtained the list of currently active consultants to select samples for testing.

Observation

Based on our interview with Procurement department, we found that the hiring process is in
compliance with the internal policy and the contracted individual consultants are compensated based
on the guideline presented in the regulation. To corroborate the information obtained from the
interview, we selected 5 individual consultants to vouch the supporting documentations and found no
exceptions.
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Disbursements — Travel and Outsourcing expenses

To review the disbursement policies and procedures we selected the Travel and Outsourcing accounts
as the population to select samples for testing. Travel includes the transportation, accommodation and
per diem costs incurred by the employees and Outsourcing includes costs incurred for consulting
projects and individual consultants. Samples were selected using specific item test method. We
selected 25 journal entries from the general ledger and vouched supporting documentations to test
compliance with the disbursement regulations.

Observation

We did not note any exceptions as a result from our testing procedures.

Procurement

To test the procurement procedures and policies, we interviewed the Procurement department and also
obtained the procurement list during 2015 to select samples as part of our testing. We selected 24
samples (5 samples per criteria, total 4 transactions from contract value of more than USD 200,000)
and inspected written procurement request to check whether the procurements are related to the
GGGI’s projects, and also vouched supporting documents such as contracts signed as per DoA,
evaluations conducted by procurement committee and other documents related to procurements.

KPMG reviewed procurements that had been designated as samples and carried out in accordance
with the rule of GGGI.

Observation

Based on our interview and sample tests, we found that the procurement process is in compliance with
the Procurement rules. The contracted procurements are compensated based on the guideline
presented in the rule. We did not note any exceptions as a result from our testing procedures.
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Follow-up on previous audit and review recommendations are as follows:

Fixed assets and Intangible assets

In our management letter dated April 9, 2015, we had provided our observations in the fixed assets
management of GGGI that while the IT department separately tags each asset when the purchased
assets arrive at the offices, the exact location of the asset is not documented in the asset list or in
another document. Therefore, only the IT Department/Facilities Manager is able to identify the
location of the asset. We also noted that asset physical count reports are not received from the country
offices.

As mentioned above in the Fixed Assets and Intangible Assets section of this letter, we have noted
that the final results from such asset count were not properly recorded in the fixed asset register
maintained by the IT department, while the physical asset counts were conducted at the country office
level. As a result, the prior year findings are not yet been resolved.

Financial Reporting and Closing Activities

In our management letter dated April 9, 2015, we had provided our observations that the roles and
responsibilities of each finance team member were not fully documented however the overarching
process for closing activities are described in the finance policies.

We noted that the new ERP system, Agresso, has been implemented as of June 1, 2015. KPMG
obtained the ERP manual which includes detailed user instruction and guidelines for the Finance
Module. As a result, the prior year findings were resolved.

This communication is intended solely for the information and use of management and the
Management and Program Sub-Committee, and is not intended to be and should not be used by
anyone other than these specified parties.

We express our appreciation to the officers and employees of the Company for the courtesy and
assistance given to us during our audit. Should you have any question regarding the matters presented
herein, we shall be pleased to discuss them with you.

Very truly yours,

/CP/%@’ ijoff%/ /ﬂ’-’(ourrlryf [ﬁi/'

KPMG Samjong Accounting Corp.
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The GGGI’s written response to our comments and recommendations has not been subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

Management Response to Fixed Assets and Intangible Assets

ICT & Facilities started in 2015 a significant reconciliation and cleanup of asset data from difference
data sources. Asset data and the missing information were investigated and updated with correct
custodian and location information. Further physical count was conducted in December including
country offices that was reviewed by ICT & Facilities and asset data was validated and signed off by
Finance. Although some assets were not included in the overall asset count report, follow up actions
are to be conducted as part of the cleanup process.

The KPMG recommendation is being implemented and ICT & Facilities is further deploying
guidelines to streamline the asset management and physical count verification
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