
Uplands Irrigation and Water Resources Management 
Sector Project (RRP CAM 44328) 

 

FINANCIAL MANAGEMENT ASSESSMENT 
 

I. INTRODUCTION 
 

1. This financial management assessment (FMA) report was prepared in accordance with 
the Asian Development Bank (ADB) technical guidance note for FMA (2015). This FMA 
incorporates the financial management internal control and risk management assessment 
required by the ADB guidelines. It may need to be amended further to reflect subsequent 
developments and agreements during the project implementation. The FMA preparatory 
activities included reviewing documents, interviewing staff of government agencies, consultants, 
beneficiaries and other stakeholders, and completed with inputs from other references through 
desk studies. 
 
2. The purpose of this FMA was to determine the robustness of the accounting, financial 
controls and internal audit arrangements, and the capability of the executing and implementing 
agencies to meet all the fiduciary requirements which will be set out in the loan agreement, and 
other project documents. The FMA has assessed executing and implementing agencies and 
financial arrangements, financial responsibilities and perceived financial risks and risk 
management. This FMA also provides guidance to the executing and implementing agencies for 
mitigation measures to ensure the effective project performance, following country laws and 
regulations as well as ADB’s requirements.  

 
3. This FMA report updates the FMA done on the Ministry of Water Resources and 
Meteorology (MOWRAM) in 2014.1 To complete the FMA, the executing and implementing 
agencies have refilled out the ADB’s standard FMA questionnaires (FMAQs) and the updated 
FMAQs are in Annex 1.  

 
II. BRIEF PROJECT DESCRIPTION 

 
4. The proposed Uplands Irrigation and Water Resources Management Sector Project in 
Cambodia is designed to assist MOWRAM to (i) rehabilitate, upgrade, modernize and provide 
climate proofing to selected irrigation systems and deliver improved irrigation services, with the 
systems (referred to as subprojects) selected from a longlist developed with MOWRAM, and    
(ii) support capacity development. The project is included in ADB’s Country Operations 
Business Plan for Cambodia, 2015–2018.     
 
5. The project’s outcome will be enhanced water and agricultural productivity, with 
increased irrigation efficiency and increased water productivity. Its outputs will be (i) enhanced 
efficiency and climate resilience of irrigation systems, and (ii) improved water resource 
management.  

 
6. The project will be implemented from January 2016 to March 2021.  

 
7. The project cost is estimated at $66.12 million with ADB financing of $60.0 million 
equivalent and about $6.12 million by the government, as given in the following tables. Further 
details of the cost and financing plan are given in the project administration manual (PAM).  

                                                
1
  The 2014 update of the financial management assessment (FMA) on Ministry of Water Resources and Meteorology 

(MOWRAM) and two other agencies was done to support ADB’s loan for the Flood Damage Emergency 
Reconstruction Project (Additional Financing) (Project No. 46009-003). This was conducted during the fact-finding 
mission held from 20 to 30 January 2014, based on the FMA of the ongoing project. The agencies included the 
MOWRAM which is managing Component 3: Irrigation and Flood Control.  

http://www.adb.org/Documents/RRPs/?id=44328-013-3
http://www.adb.org/Documents/RRPs/?id=44328-013-3
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Table 1: Financing Plan ($ million) 

 Source Amount Share of Total (%) 

  
Asian Development Bank (Special 

Funds resources [loan]) 
60.00 90.7% 

  Government 6.12 9.3% 

  Total 
 

66.12 100.0% 
Source: Asian Development Bank estimates. 

 
Table 2: Project Investment Plan ($ million) 

Item Amount
a
 

A.  Base Cost
b
  

     1. Efficiency and climate resilience of irrigation systems 50.80 
     2. Water resource management   1.31 
     3. Project management  1.15 
     Subtotal (A) 53.26 
B.  Contingencies

c
 11.24 

C.  Financing Charges During Implementation
d
 1.62 

      Total (A+B) 66.12 
a 

Includes taxes and duties of about $4.13 million to be financed through exemption from the government resources 
for civil works and $2.32 million from ADB loan resources for the following expenditures: consulting services, 
equipment, furniture, vehicles, and incremental operational costs. The following principles will be used to determine 
the amount of taxes and duties to be financed by ADB in a project: (i) the amount will be within the reasonable 
threshold identified during the country partnership strategy preparation process, (ii) the amount will not represent 
an excessive share of the project investment plan, (iii) the taxes and duties apply only to ADB-financed 
expenditures, and (iv) the financing of the taxes and duties is material and relevant to the success of the project. 

b 
In mid-2015 prices. 

c
 Physical contingencies computed at 10% for civil works (since sector approach); and 5% for vehicles, equipment, 

and consulting services. Price contingencies computed at average 1.48% on foreign exchange costs and 3.5% on 
local currency costs; includes provision for potential exchange rate fluctuation under the assumption of a 
purchasing power parity exchange rate. 

d 
Includes interest. Interest during construction for the Asian Development Bank loan has been computed at 1% per 
annum during the grace period. 

Source: Asian Development Bank estimates. 
 

Table 3: Cost by Expenditures ($ million) 
      Total ADB Government 

 A.  Base Costs       
  1 Civil Works 45.14 41.02 4.11 
 2 Hydro-meteorological Equipment 1.20 1.20 - 
  3 Office Equipment/Vehicles/Furniture 1.00 1.00 -                         
  4 Consulting Services 4.85 4.85 -                          
  5 Incremental Operating Cost 0.50 0.25 0.25                          
  6 Land acquisition/Resettlement  0.58 - 0.58 
    Subtotal (A) 53.26 48.32 4.94 
 B.  Contingencies       
  1 Physical Contingencies 4.94 4.38 0.55 
  2 Price Contingencies 6.30 5.67 0.63 
    Subtotal (B) 11.24 10.06 1.18 
 C. 

 
Interests During Implementation 1.62 1.62                     -    

    Subtotal (C) 1.62 1.62                     -    
 Total Cost (A+B+C)  66.12 60.00 6.12 

             Source: Asian Development Bank estimates. 
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III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 
 
8. Public Financial Management (PFM) and Procurement Risks and Mitigation. As in 
ADB’s Country Partnership Strategy (2014–2018), to mitigate PFM and oversight capacity risks, 
ADB will extend its support to the PFM reform program by improving the financial accountability 
of rural development ministries and other selected ministries in areas of ADB engagement, and 
the PFM capacity of subnational administrations. ADB measures to mitigate procurement and 
corruption risks in its operations include (i) identifying risks and implementing targeted mitigation 
measures for all projects to ensure transparency and accountability through governance and 
risk assessment and risk management plans; (ii) tightening project procurement and applying 
measures to ensure a well-functioning monitoring and evaluation system; (iii) conducting joint 
investigations of irregularities in ADB-financed projects; and (iv) supporting the further 
development of the government’s updated Standard Operating Procedures, Procurement 
Manual, and Financial Management Manual for all externally assisted projects and programs in 
Cambodia, and training government officials to apply them effectively. 
 
9. Public Expenditure and Financial Accountability (PEFA) Assessment.  The overall 
ratings of the PEFA assessment conducted in 20102 indicate a mixed assessment for 
Cambodia. Of the 29 items rated, two (6.9%) were rated A; four were rated B (13.8%); 15 were 
rated C or C+ (51.7%); while eight were rated D (27.6%). While single, system wide ratings are 
not recommended under the PEFA methodology since both mean and median ratings tend 
towards Cambodia being a C-level country as far as PFM is concerned.  
 
10. PFM Reform Strategy. The importance of PFM is reflected in the Rectangular Strategy 
Phase 3 (2013–2018)2 and the National Strategic Development Plan (NSDP, 2014–2018).3 The 
government has been implementing a number of reforms to promote governance and public 
sector efficiency and improved service delivery and has made significant progress in reforming 
public expenditure policy in the past decade since the Public Financial Management Reform 
Program (PFMRP) was launched in 2004. The PFMRP aims at mobilizing resources and 
improving efficiency and accountability in public expenditures that would lead to achieve high 
rates of economic growth and poverty reduction. The PFMRP is a multi-platform approach, with 
each platform meant to build on previous achievements.  
 
11. A  PFMRP progress report was recently published and this assessment draws on its 
findings.4 The report concludes that variable progress has been achieved since 2012. In three 
objectives good progress has been achieved and in eleven objectives moderate progress has 
been achieved. Of the 32 recommendations made in the 2012 External Advisory Panel Report,5 
25 have either been, or are in the process of being, addressed, four are either superseded or no 
longer valid; and three have yet to be fully addressed. The main recommendations concern a 
more comprehensive analysis and communication strategy to stakeholders and the need for the 
National Audit Authority (NAA), the country supreme audit institution, to participate more fully in 
the PFMRP reforms.  

                                                
2
  Government of Cambodia. Ministry of Economy and Finance. 2010. Final Report. Public Financial Management 

Assessment Cambodia - Based on the Public Expenditure Financial Accountability Framework (PEFA). Public 
Financial Management Reform Program, February. Phnom Penh. 

2
  Government of Cambodia. 2013. Rectangular Strategy Phase III, SamdechTechno Hun Sen. Phnom Penh. 

3
  Government of Cambodia. 2014. National Strategic Development Plan 2014–2018. Phnom Penh. 

4
  Government of Cambodia. 2013. Cambodian Budget System Reform 2013–2020. Phnom Penh. 

5
  External Advisory Panel. 2015. Public Financial Management Reform Program – Final External Advisory Panel 

Report. Phnom Penh. p. vii. 
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12. Legislative and Policy Framework. The Law on the Public Finance System (2008) is 
basically modern and provides an adequate basis for progressive implementation of the 
PFMRP. The Audit Law (2000) regulates external and internal audit matters. The revised 
Constitution (1999) and the Law on Administrative Management of the Capital, Provinces, 
Municipalities, Districts and Khans (Organic Law 2008) provide the core foundations for the 
decentralization and de-concentration reforms. The Law on Subnational Fiscal Regime and 
Property Management for Subnational Administrations (2012) regulates public financial 
management at the subnational level. Important legislative developments for corruption 
mitigation include penalty provisions in the Public Finance Law (2008), strengthening the Penal 
Code for Corrupt Offenses (2009), and passing the Anti-Corruption Law (2010).  

 
13. Institutional Capacities. The Ministry of Economy and Finance (MEF) exercises strong 
central control over public finance matters, including the PFMRP. A dual budget system has 
emerged with MEF in charge of preparing and managing the recurrent budget, while the Ministry 
of Planning ostensibly has powers to prepare and manage a public investment program. Most 
externally financed investments involve development partners dealing with line ministries, the 
Council for the Development of Cambodia and MEF’s Department of Investment Cooperation. 
MEF’s Department of Investment Cooperation prepares and manages both the government-
operated externally and domestically-financed capital/development budgets. The MEF’s 
Financial Affairs Department (FAD), the General Department of Treasury, the Public 
Procurement Department, and the Cash Management Units are all closely involved with budget 
execution. FAD has financial controllers located in 21 key ministries. A PFM Reform Steering 
Committee, established through Sub-decree 23 dated 17 January 2014, is responsible for 
leading, preparing, facilitating, monitoring and inspecting the government’s PFMRP 
implementation in cooperation with development partners. The committee is chaired by MEF 
and supported by the PFM Reform Secretariat. A technical working group, comprising 
representatives of government institutions and development partners, meets every 6 months to 
discuss progress and constraints of the PFM reform.  
 
14. Program Budgeting. Government capacity for budget preparation (strategic planning, 
program budgeting, and budget execution) is being gradually improved. At the start of each 
budget cycle, the government produces a Macroeconomic Policy Framework and then develops 
a Public Financial Policy Framework using a Medium-Term Expenditure Framework (MTEF). 
The MTEF, which forecasts on the basis of economic and functional classifications, is updated 
annually to provide forward budget planning from a “top-down” perspective. Based on the 
MTEF, line ministries prepare annual and medium-term 3-year rolling budget strategic plans, 
inclusive of the public investment program, which link budgets to sector policies and priority 
strategies. The budget strategic plans and program budgets are prepared annually using a 
“bottom-up” approach with inputs from line ministries within fixed timelines.  
 
15. Expenditure Management, Accounting and Financial Management. Capacities in 
budget preparation and execution, financial management and accounting, procurement, internal 
and external audit, and monitoring and evaluation are still limited but are being strengthened. 
The Cash Management Unit at MEF monitors budget execution and cash management of all 
line ministries. This is augmented by a comprehensive and very complex set of internal controls 
(commitment and payment order processes) which are now in place, though further 
improvements are needed. The National Treasury has rationalized government accounts held at 
commercial banks, and transferred balances to the Treasury Single Account. In addition, 
government payments, including salary administration through the banking system, have 
increased, reducing the number of cash-based transactions.  
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16. Financial Reporting. The accuracy and comprehensiveness of financial reporting are 
being systematically improved through the implementation of international standard budget 
classifications, charts of accounts, and integration of capital spending. The National Treasury 
controls the government bank accounts at the National Bank of Cambodia. The National 
Treasury reconciles these accounts with corresponding cash books monthly, within 4 weeks 
from the end of the month. In addition, cash forecasting models and approaches are expected 
to be further strengthened under the upcoming Financial Management Information System 
(FMIS). Areas for improvements in accounting include: (i) adopting IT accounting, and 
promoting a harmonized treasury and line ministry accounting system in line with the upcoming 
FMIS; and (ii) implementing robust and computerized asset management systems.   
 

IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 
 

A. Overview 
 
17. Executing and Implementing Agencies. The Ministry of Water Resources and 
Meteorology (MOWRAM) and its Department of Farmer Water User Communities (DFWUC), 
both public sector stakeholder agencies, are the executing agency and the implementing 
agency of the proposed project, respectively. MOWRAM is responsible for identifying policy and 
strategy development of water resources to serve business operation and development and to 
preserve water resources according to national and international sustainable features in 
accordance with policy context of the government.  
 

18. The project will be daily managed through a project management unit (PMU) that has 
been established at DFWUC, the implementing agency of the project. The PMU follows two key 
documents: (i) the government’s May 2012 Standard Operating Procedures (SOP), and (ii) the 
Financial Management Manual (FMM) for the Externally Financed Projects/Programs (2012, as 
updated from time to time).3  

 
19. Organization and Staff Capacity. The assessment reveals that both the executing and 
implementing agencies have experience to deal with projects funded by the development 
partners (DPs) including ADB. Their experiences include program loans, investment loans and 
various technical assistance projects. They have adequate internal control systems and 
financial reporting arrangements, not only for their regular budget and expenditure 
management, but also for other DP-funded projects.  Additional capacity development support 
particularly on financial management, and procurement to properly implement comply with ADB 
procedures will further improve their capacity in these areas. Figure 1 shows the organizational 
structure of the project.  
  

                                                
3
  Ministry of Economy and Finance (MEF): Standard Operating Procedures, Financial Management Manual and 

Procurement Manual Volume I and II- May 2012 for the Externally Financial Projects/Program issued the Sub-
Decree no. 74ANK.BK of Cambodia on 22 May 2012 
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Source: Government of Cambodia, Ministry of Water Resources and Meteorology. 2015. 

 

Figure 1: Organizational Structure 

 
20. Information Management. The PMU will be reporting to the Directorate General of 
Technical Affairs (DGTA), the unit in charge of managing business operations of control, 
promoting, and coordinating all tasks related to water including the ground, water, underground 
water. MOWRAM/DGTA has implemented various projects financed by ADB, Agence Française 
de Développement (AFD), World Bank, Japanese International Cooperation Agency (JICA), and 
Korean International Cooperation Agency. ADB-funded projects include (i) Supporting Policy 
and Institutional Reforms and Capacity Development in the Water Sector,4 (ii) Climate-Resilient 
Rice Commercialization Sector Development Program,5 (iii) Water Resources Management 
Sector Development Program,6 (iv) Flood Damage Emergency Reconstruction Project 
(FDERP),7 and (v) Community-Based Disaster Risk Reduction.8  
 
21. Budgeting and Funds Flow Arrangements. In recent years, MOWRAM has been 
undergoing intensive capacity development to improve its public financial management. It is one 
of three ministries9 implementing ADB’s Public Financial Management for Rural Development 
Program, Subprogram 2 (PFMRDP 2).10 Under subprogram 2 of the project, the capacity 

                                                
4
  ADB. 2010. Technical Assistance to Cambodia for Supporting Policy and Institutional Reforms and Capacity 

Development in the Water Sector. Manila. 
5
 ADB. 2013. Report and Recommendation of the President to the Board of Directors:  Proposed Loans and 

Administration of Grants and Loan to Cambodia for the Climate-Resilient Rice Commercialization Sector 
Development Program. Manila. 

6
  ADB. 2010. Report and Recommendation of the President to the Board of Directors:  Proposed Loans, Grant, 

Technical Assistance Grant, and Administration of Loan and Technical Assistance Grants to Cambodia for Water 
Resources Management Sector Development Program. Manila. 

7
 ADB. 2012. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and 

Administration of Grant to Cambodia for Flood Damage Emergency Reconstruction Project. Manila. 
8
  ADB. 2014. Report and Recommendation of the President to the Board of Directors:  Proposed Grant Assistance to 

Cambodia Community-Based Disaster Risk Reduction. Manila. 
9
   The three rural development ministries are MAFF, MRD, and MOWRAM. 

10
  ADB. 2010. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and Grant for 
Subprogram 2, and Grant Assistance to Cambodia for Public Financial Management for Rural Development 
Program. Manila. Grant agreement was signed on 22 October 2010. 

Project Director 

Project Manager  

Finance 
Officer 

 

Procurement 
Officer   

Administration 
Officer 

Technical 
Officer   

Project Accountant 
(To be assigned) 

 



7 
 

building of these rural development ministries have been supported in budget preparation and 
execution, financial management and accounting, procurement, internal audit development, and 
in monitoring and evaluation. As a result, a number of capacity building training on PFM for 
MOWRAM staff have been implemented including (i) 3-year rolling Public Investment Plan, (ii) 
Preparation and Monitoring of Entity Budget and Program Budgets, (ii) SOP, (iii) FMM, (iv) IT 
programs, i.e. Microsoft Outlook, Microsoft Project, and Advance Excel, (v) Accounting Program 
of Government (Chart of Accounts), (vi) Audit of DP programs, (vii) Internal Audit,  (viii) Audit 
Management and Accounting Software of Sage 50. 
  
22. The MOWRAM Finance Department has installed Sage 50 in a new server supported by 
ADB’s PFMRDP and has successfully recorded all accounting transactions of entity budget and 
expenditure of and produced the required financial reports of the government in 2014. It is also 
going to implement recording of both entity budgets and program budgets and expenditure of 
MOWRAM to produce the required financial reports of the government in 2015.11 Moreover, 
three accounting staff of the Finance Department were trained as trainers in the Training of 
Trainers on Financial Management, Government Accounting Program, Accounting Software of 
Sage 50 so that they can further train accounting and finance staff of MOWRAM at the national 
and provincial levels. 

 
B. Strengths and Weaknesses  

 
23. Strengths. The following are the main strengths in the project’s financial management 

system:  
(i) The government has adequate accounting and finance policies and guidelines 

which are implemented for all externally financed projects and programs. These 
are discussed in the SOP and FMM.  

(ii) The government launched a comprehensive PFMRP12 in 2004, supported by 
ADB’s PFMRDP 2 (footnote 10). This ADB grant supports MOWRAM in budget 
preparation and execution, financial management and accounting, procurement, 
internal audit development, and in monitoring and evaluation. This support 
includes:  
(a) system development (including program budgeting, budget entities,  new 

budget classification, new chart of accounts, and computerized financial 
management with the successful introduction of the Sage Accounting 
System in March–April 2014) 

(b) substantial capacity development of the staff of the Finance Department   
(iii) The PFMRP is also strengthening capacity in audit of externally funded projects. 

The National Audit Authority (NAA) has been progressively improving external 
audit scrutiny of government expenditures and revenues, borrowings, and 
assets. 

(iv) The PFMRP is strengthening internal audit through the following outputs: 
(a) Operationalized Audit Manual developed under the Public Financial 

Management for Rural Development Program, Subprogram 113 with key 
staff from internal audit departments trained in using the audit manual 
developed; 

                                                
11

  Based on discussion with Director of Finance and his staff on 4 May 2015. 
12

 Royal Government of Cambodia. Public Financial Management Reform Program–Strengthening Governance 
Through Enhanced Public Financial Management. Phnom Penh. 2004. 

13
 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster, 
Grant for Subprogram 1, and Grant Assistance to Cambodia for the Public Financial Management for Rural 
Development Program, Subprogram 1. Manila (G0133). 
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(b) strengthened governance/internal control framework; 
(c) internal audit management systems implemented with appropriate 

manuals; 
(d) manual on auditing computerized accounting systems; and 
(e) manual on auditing externally funded projects  

(v) The PMU Finance Officer is currently also the Finance Officer of the project 
implementing unit (PIU) of the FDERP (footnote 7) where she is gaining 
significant experience in project management finance. 

 
C. Weaknesses 
 
24. The following are the major weaknesses of the project’s financial management system: 

(i) The PMU staff has limited capacity in project financial management.  Although 
the Finance Officer is gaining experience from her current capacity as PIU 
Finance Officer of FDERP, she is familiar with the FMM for the externally 
financed projects/program and ADB’s Loan Disbursement Handbook.  

(ii) The PMU has limited capacity to prepare the Financial Management Reports 
(FMRs) as required by project management, executing agency, and MEF. The 
current project accounting system is semi-manual with the limited use of excel 
spreadsheets. Computerized accounting software is one of the key internal 
controls as stated in the Financial Management Manual – May 2012 of MEF for 
the externally financed projects/programs. It should be noted that although there 
has been significant improvements in accounting and budgeting in MOWRAM, so 
far, these improvements are in the Finance Department and have yet to be 
passed on to the provincial offices and to the projects. So currently, the 
computerized accounting system using Sage has not been introduced to the 
MOWRAM PMU and PIUs. The accounting software still needs to be installed in 
the PMU finance unit and the PMU staff trained in this. Moreover, existing 
reporting systems do not have capacity to show financial information and 
physical progress in one report as shown in the FMM. 

(iii) Capacity in internal audit is limited based on the assessment of the Finance 
Director as well as the Deputy Director of the Internal Audit Department (IAD). 
IAD staff comprises many staff assigned from other MOWRAM departments 
since 2007 but without the necessary educational background and a few new 
young staff with accounting degrees but lacking experience in internal audit. In 
addition, the IAD claims it does not have enough equipment to perform their 
respective duties effectively and efficiently. 

(iv) Quality of external audit remains a concern, particularly the need to raise 
awareness of the required standard of audits of projects, need to strengthen 
terms of reference for external auditors and the need to review the practice of 
audit bundling to create large contracts in the light of inadequate capacity of 
auditors and experience. 

 
D. Personnel, Accounting Policies and Procedures, Internal and External Audit 
 
25. Personnel. The proposed PMU is currently administering ADB Loan: Flood Damage 
Emergency Reconstruction Project (Additional Financing) (FDERP-AF).14 The PMU is 

                                                
14

 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan for Additional 
Financing and Administration of Grant for Additional Financing to Cambodia: Flood Damage Emergency 
Reconstruction Project. Manila. 
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composed of a project team nominated from the Department of Farmers Water Use 
Communities (DFWUC) of the Directorate General of Technical Affairs. For implementing the 
proposed project, more staff will be assigned from the Provincial Department of Water 
Resources and Meteorology (PDWRAM) from Kampong Thom and Battambang provinces and 
from MAFF.15 
 
26. The PMU Finance Officer has relevant experience in the financial management for the 
projects being also the PIU Finance Director of the FDERP-AF (footnote 16).  However, 
capacity in the financial management needs further improvement. The PMU is familiar with the 
FMM and ADB’s Loan Disbursement Handbook, has lack of knowledge of computerized 
accounting software such as Peachtree/Sage 50 which was installed in MOWRAM’s Finance 
Department, and has only a basic knowledge in preparing accounting reports using Excel. 
Further trainings on project financial management, ADB’s Loan Disbursement Handbook and 
computerized accounting system and government procedures will be very necessary for the 
PMU staff. 
 
27. The PMU will assign a Project Accountant to assist the Finance Officer in financial 
management as part of effort to segregate Finance Officer’s duties during the project 
implementation. It is suggested that this Project Accountant be nominated from the Finance 
Department of MOWRAM.  As a result of PFMRD, the capacity of the Finance Department staff 
has been greatly improved in handling in financial management, accounting, and Sage 50. 
 
28. Accounting Policies. MOWRAM has received substantial capacity building under ADB 
PFMRDP (footnote 11). Key results of this program include extending and improving the budget 
classification and chart of accounts, to enable more effective record keeping and budgetary 
control and introducing the FMIS into the central and provincial treasuries. 
 
29. It should be noted that although there has been significant improvements in accounting 
and budgeting in MOWRAM, so far, these improvements are in the Finance Department and 
have yet to be passed on to the provincial offices and to the projects. So currently, the 
computerized accounting system using Sage has not been introduced to the projects and the 
PMU and PIUs continue to use semi manual systems aided by simple excel spreadsheets. 
 
30. Internal Auditing. The IAD of MOWRAM was established by the a sub-decree16 in 
accordance with the Sub-Decree No. 40 ANKR/BK dated 15 February 2005 on the organization 
and functions of the internal department within ministries and public enterprises. The 
qualifications and work experience of the staff working for the internal department are limited. 
Based on Sub-Decree No. 54 ANKR/BK dated 29 May 2006, the IAD has its mandate to 
conduct the internal audit of 11 departments of MOWRAM and 25 PDWRAMs based on the 3-
year rolling plan and annual plan to be approved by the minister of MOWRAM. In addition, all 
the audit programs of the internal audit are subject to the approval of the minister of MOWRAM. 
The selection of which departments of MOWRAM and PDWRAM for the internal audit is based 
on the approved plan.  
 
31. The IAD has 4 offices, namely, (i) Administration and Finance Office, (ii) Internal Audit 
Office 1, (iii) Internal Audit Office 2, and (iv) Internal Audit Office 3; and employs a total of 25 
staff. The department has received capacity building on the internal audit supported by ADB 

                                                
15

 ADB. 2015. Aide Memoire. TA 8702-CAM: Uplands Irrigation and Water Resources Management Sector Project. 

Unpublished. 
16

 The Anukrit/Sub-decree no. 54ANK/BK issued by the Royal Government of Cambodia on 29 May 2006. 
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PFMRDP 2 (footnote 11). Ten staff from IAD involved in the program of the capacity building on 
the internal audit has been trained successfully. Five of ten staff of IAD has improved their 
capacity in the internal audit after the trainings were completed. However, overall qualifications 
and work experience of the staff working for the internal department is still limited. It is essential 
that the department be provided with continuous capacity building in the form of on-the-job 
trainings on the internal audit and advanced excel and necessary equipment such as laptop 
computer, printer, and vehicle. 
 
32. Recently, the IAD of MOWRAM conducted the internal audit of three departments 
(Finance Department, Department of Irrigated Agriculture, and Department of Engineering), 25 
provinces and capital of PDWRAM, and one of ADB funded projects in the MOWRAM. A few 
minor weaknesses have been found and have been successfully implemented after the 
recommendations have been issued. 
 
33. External Auditing. MOWRAM/PMU will initiate the detailed consolidated project 
accounts to be audited in accordance with the international standards on auditing and/or in 
accordance with the government’s audit regulations by an auditor acceptable to ADB. The 
audited accounts will be submitted in the English language to ADB within 6 months of the end of 
the fiscal year by the executing agency. The annual audit report will include a separate audit 
opinion on the use of the imprest accounts and the SOE procedures (as applicable and financial 
loan covenants). The government and MOWRAM have been made aware of ADB’s policy on 
delayed submission, and the requirements for satisfactory and acceptable quality of the audited 
accounts. ADB reserves the right to verify the project’s financial accounts to confirm that the 
share of ADB’s financing is used in accordance with ADB’s policies and procedures. The 
audited project accounts must be disclosed in the ADB and the executing agency’s website. 
Currently, KPMG, is the external auditor for the FDERP-AF (footnote 16) of MOWRAM under a 
bundled audit arrangement.  
 
34. The project accounts of the past and ongoing projects implemented by MOWRAM/PMU 
and financed by ADB and other development partners are required as stipulated in the 
loan/credit agreement to be annual audited by external auditor such as KPMG, EY, PWC, or 
BDO firms. These external audit firms are selected under the bundled audit arrangement of 
MEF and with agreement from ADB. In addition, these project accounts can further be audited 
by NAA of and Ministry of National Assembly and Senate Relation and Inspection (MONASRI) 
of the Royal Government of Cambodia if the circumstances are required or they wish to do so. 
 
35. The August 2014 Joint Country Portfolio Performance Review17 reported that the quality 
of audit reports remains a concern. ADB together with World Bank and JICA conducted the 
Financial Management Seminar on 4 December 2013 to raising awareness of the required 
standard of audits of projects under all three portfolios. Also, strengthened terms of reference 
for external auditors have been prepared and submitted to the General Department of Budget 
(GDB) and/or Department of Cooperation and Debt Management (DCDM) of MEF for 
concurrence. The practice of audit bundling to create large contracts will be reviewed in the light 
of inadequate capacity of auditors and experience. Recent discussions with MEF reveal that 
bundled audits continue to be the preferred agreement although this is agreed with ADB for 
each project. Contract performance will need to be closely monitored to ensure that auditing 
firms have assigned staff with qualification and experience as agreed in the contract. PFMRDP 
2 (footnote 10) which has also supported the NAA to strengthen its capacity in audit of 
externally funded projects. The NAA has been progressively improving external audit scrutiny of 
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government expenditures and revenues, borrowings, and assets. 
 
36. The annual audit report will include an audit management letter and audited financial 
statements which cover (i) whether the project financial statements are presented in all material 
respects or in accordance with the applicable financial reporting framework; (ii) whether loan 
proceeds were used only for the purposes of the project or not; (iii) the level of compliance for 
each financial covenant contained in the legal agreements for the project; (iv) compliance with 
the imprest fund procedure; and (v) compliance with use of the SOE procedure certifying (a) to 
the eligibility of those expenditures claimed under SOE procedures, and (b) proper use of the 
procedure in accordance with ADB’s Loan Disbursement Handbook (2015, as amended from 
time to time) and the project documents. 

 
E. Financial Reporting Systems, including Use of Information Technology 
 
37. MOWRAM is required to prepare quarterly FMRs in accordance with the FMM – May 
2012 issued by MEF for the externally financed projects/programs. The FMRs shall be 
submitted to ADB within 45 days after the end of each quarter as stipulated in the loan 
agreement. The FMRs usually consists of the following statements: statement of receipts and 
disbursement detailing sources of fund received and all expenditures incurred for a particular 
period and fund balance; summary of accumulated expenditure report by categories and by 
project activities providing information about the analysis of the fund received and spent and 
fund balance; project balance sheet/imprest account reconciliation; and loan disbursement 
summary by categories and its balance.  
 
38. Although finance staff working for the proposed PMU of the DGTA has some work 
experience with ADB funded projects, they have quite limited capacity in preparing the FMRs of 
the projects for ADB and other development partners. The PMU does not have accounting 
software for the financial management system to record financial transactions and to produce 
FMRs for existing projects. As a result, these are recorded and reported are prepared by using 
separate Excel spreadsheets. 
 
39. MOWRAM has been cited as being excellent in Output 2 of the PFMRDP on functioning 
computerized accounting systems. Training has been completed in MOWRAM for the 
computerized accounting system Sage 50 with the holding of coaching clinics in February, 
March, August, November 2013 and March 2014. The hardware and software have been 
delivered and installed and the system is now running live with 2014 data. However, 
implementing the improved budgeting and accounting systems in the projects and the provinces 
still need to be done in the coming months. Project reports should be produced by the 
computerized project accounting system/software. Consequently, the staff should be trained on 
how to generate FMRs from the accounting software.   
 
40. Hence, the PIU of ADB FDERP (footnote 7) is trying to purchase an accounting software 
of Sage 50 with five users for the existing project and for the proposed project. As the 
computerized accounting software is one of the key internal controls as stated in the FMM – 
May 2012 of MEF for the externally financed projects/programs, it is recommended the 
computerized accounting system be procured and utilized for the proposed the project. 
 
41. Even though most offices of MOWRAM have equipped information technology 
equipment, they do not function effectively and efficiently as they are rather old. In general, 
MOWRAM, and in particular PMU offices, do not have enough equipment such as such desktop 
computer, laptop computer, printer and copier. Also, most staff have found to possess basic 
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skills to operate computer. However, some others have high skills for special applications such 
as Advanced Excel, Access, Outlook, Microsoft Project, AutoCAD, and Peachtree/Sage 50.   

 
V. RISK DESCRIPTION AND RATING 

 
42. For inherent risks, the assessment focuses on risks posed by the overall environment in 
which the executing and/or implementing agencies operates, before considering the impact of 
the executing and implementing agencies’ financial management system and control such as 
country rules and regulations and the entity working environment (assuming the absence of 
any counter checks or internal controls).  
 

Table 4: The Inherent Risks 

Risk Description 
Risk 

Assessment 

Mitigation Measures or  
Risk Management Plan 

Inherent Risk   

I. Country Specific   

A. PFM  
(i) Transfer of responsibilities for budget 
management from the MEF to line 
ministries, including the rolling out of the 
Financial Management Information System. 
The continuation of excessive centralization 
of budget management will maintain low 
accountability for public expenditure and 
service delivery, and continue to negatively 
affect the management of DP-funded 
projects; 

(ii) Transfer of functions and resources to 
SNAs. Uncertainty, delays in the delegation 
of functions, and inadequate delegation will 
postpone the build-up of capacity in SNAs. 
This delay will undermine the accountability 
of SNAs for expenditure and service 
delivery, and increase risks for management 
of DP funded projects that have been 
assigned to SNAs. 
 
(iii) Internal audit and internal controls are 
improving, but remain weak. This increases 
fiduciary risks and leads to less effective 
and transparent business processes and 
practices, including for procurement. 
 
(iv) External audit capacity is improving, but 
remains weak. The NAA’s capacity has 
been gradually strengthened, but is still 
inadequate to provide effective oversight of 
public expenditures. 

Moderate (i) Building on earlier achievements in 
improving budget responsibility and 
accountability in rural development 
ministries (as discussed in para. 3 of the 
above text), ADB will expand technical 
assistance under the CPS to additional 
priority ministries. 

 

(ii) ADB will continue to support 
decentralization and de-concentration and 
PFM reforms for SNAs , and ensure that 
new ADB-financed projects are aligned with 
and supportive of emerging functions and 
capacity of SNAs; 

 

(iii) Building on earlier capacity building for 
internal audit, ADB will extend support to 
additional priority ministries. 

 

(iv) ADB will consider additional support to 
the NAA for auditing of externally financed 
projects, particularly in major sectors and 
projects of relevance for ADB. In addition, 
ADB will continue to support the NAA in 
engaging with the National Assembly to 
discuss audit findings and follow up on 
recommendations. 

B. Procurement 
 
Further capacity development in 
procurement for line ministries and SNAs 
are required. Without better systems, 
including e-procurement, complaint handling 

Substantial  ADB-financed projects are managed under 
the government’s standard operating 
procedures, procurement manual, and 
financial management manual for externally 
financed projects. Building on previous 
support for public procurement, ADB will 
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Risk Description 
Risk 

Assessment 

Mitigation Measures or  
Risk Management Plan 

mechanisms, and stronger institutions and 
human capacity, there are risks of 
inefficiencies and irregularities 

undertake a procurement risk assessment, 
strengthen procurement capacities in 
additional ministries (particularly ministries 
responsible for priority sectors under the 
CPS 2014–2018) and SNAs (districts and 
municipalities), and (in cooperation with the 
Operations Services and Financial 
Management Department) deliver training 
on ADB’s guidelines and procurement 
procedures. At the project level, ADB will 
continue to identify procurement risks and 
implement mitigation measures. 

C. Corruption 
(i) The ACU faces significant challenges to 
effectively implement the Anti-Corruption 
Law and systemically address corruption. 

1.  

2. (ii) Related legal and law enforcement 
institutions, especially police officials, 
prosecutors, and judges, remain weak and 
vulnerable to poor governance practices. 

3.  

4. (iii) Personnel management, patronage, and 
public sector pay policies (salary levels in 
the public sector are very low) provide 
disincentive for rules-based and good 
governance practices, including in oversight 
and regulation of the private sector. 

Substantial (i) The ACU has been supported by ADB to 
implement the Anti-Corruption Action Plan 
for Asia and the Pacific, which is being 
coordinated by the ADB–OECD Anti-
Corruption Initiative. In coordination with 
other DPs and NGOs, ADB will continue to 
explore entry points to support the ACU in 
fulfilling its mandate. 

(ii) Although ADB is not engaged in legal 
and judicial reform, which is being 
supported by other DPs, ADB will continue 
to strengthen the capacity of selected line 
ministries in regulatory impact assessments. 

(iii) Civil service salary reform is regarded as 
a priority by the government and 
development partners. Accordingly, the 
government is working on new salary and 
compensation packages and is beginning to 
implement a revenue mobilization strategy 
to increase the country’s tax effort. ADB will 
closely monitor related developments. 

II. Entity Specific  

Lack of control in budget execution; 
accounting and reporting, and budget 
credibility.

a
 

 

Moderate ADB CARM/MEF/MOWRAM to continue to 
monitor the progress and results of ADB: 
Public Financial Management for Rural 
Development Program

b
 covering three 

ministries including MOWRAM. These rural 
development ministries are being supported 
in budget preparation and execution, 
financial management and accounting, 
procurement, internal audit development, 
and in monitoring and evaluation. 

Overall Inherent Risk Substantial  
ACU = Anti-Corruption Unit, ADB = Asian Development Bank, CARM = Cambodia Resident Mission, CPS = country 
partnership strategy, DP = development partners, MEF = Ministry of Economy and Finance, NAA = National Audit 
Authority, NGOs = nongovernmental organizations, OECD = Organization for Economic Co-operation and 
Development, PFM = public financial management, SNAs = subnational authorities,  
a
  ADB. 2014. Financial Management Assessment of Flood Damage Emergency Reconstruction Project - Additional 

Financing.  
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b
 ADB. 2010. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and Grant for 

Subprogram 2, and Grant Assistance to Cambodia for Public Financial Management for Rural Development 
Program. Manila. 

Source: Asian Development Bank. 

 
43. For the project or specific control risk, the assessment focuses on risks arising from the 
failure of the specific project’s financial management and internal control arrangement to ensure 
that the project funds will be used economically and efficiently and for the intended purpose. 
The following table presents the risk summary. 
 

Table 5: The Project/Control Risks 

Risk Description 
Risk 

Assessment 
Mitigation Measures or Risk 

Management Plan 

Executing/Implementing entity:  

Governance/Anti-corruption. Corruption 
remains a major issue and poses significant 
constraints for development effectiveness in 
Cambodia including potential risks in this 
specific project

a
 

Moderate  ADB to ensure that ADB’s Anticorruption 
Policy (1998, as amended to date) are 
explained to and discussed with the 
executing/implementing agencies. The 
specific policy requirements and 
anticorruption measures are described in 
the project administration manual.  
MOWRAM will (i) require all 
contractors/bidders, suppliers and 
consultants (firms or individual/national or 
international) to sign declarations of 
ethical conduct; (ii) strengthen 
transparency through posting project 
information on the executing agency’s 
websites; develop complaint handling 
mechanisms; (iii) strict monitoring and 
enforcement of procurement procedures 
and contracts; and (iv) joint investigation 
by the NAA and the ADB’s Office of 
Anticorruption and Integrity on 
irregularities. 

External Audit: 
Quality of audit reports remains a concern, 
particularly: 

 Need to raise awareness of the required 
standard of audits of projects  

 Need to strengthen terms of reference 
for external auditors (these have been 
prepared and submitted to General 
Department of Budget/Department of 
Cooperation and Debt Management of 
MEF for concurrence) 

 Need to review the practice of audit 
bundling to create large contracts in the 
light of inadequate capacity of auditors 
and experience. 

Moderate MOWRAM to coordinate with MEF to 
update the terms of reference for auditors 
and explore potential participation of NAA 
or independent private auditor to further 
improve quality of audit report. 

MEF to provide oversight and MOWRAM 
to closely monitor contract performance of 
external auditors to ensure that auditing 
firms have assigned staff with qualification 
and experience as agreed in the contract. 
 

Fund Flows. 
The PMU Finance Officer is familiar with 
FMM, but she has not yet received training 
on ADB’s Loan Disbursement Handbook. 

Moderate Provide training on ADB’s Loan 
Disbursement Handbook  for the Finance 
Officer and her staff as part of the PMU 
consultancy package; 
Most funds will flow through ADB direct 
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Risk Description 
Risk 

Assessment 
Mitigation Measures or Risk 

Management Plan 

payments  

Staffing 
Lack of capacity (number and skills) of  staff 
for finance unit 

Moderate The PMU to start the selection process for 
the PMU Project Accountant, preferably 
from Finance Department of MOWRAM, 
Loan consultants will be engaged to assist 
with project management, including 
project financial management. 

Accounting Policies and Procedures 
The duties of finance officer are not 
segregated between preparing orders and 
making payments. 

Moderate Once assigned to the PMU, the Project 
Accountant can handle preparing orders 
leaving the Finance Officer to be 
responsible only for making payments. 

Internal Audit 
Limited capacity in internal audit 

Moderate MOWRAM will include the Project  to be 
subject to internal audit to ensure that the 
organization’s Internal Audit Unit carries 
out regular reviews of the internal control 
processes,  

External Audit 
Lack of analysis in reviewing transactions 
and interpreting the project financial 
statements.

a
 

Moderate PMU will work with MEF to update the 
terms of reference and to engage external 
auditors who can provide qualified staff to 
audit the project accounts 

Reporting and Monitoring 
Finance Officer has limited capacity to 
prepare FMRs and The current project 
reporting does not have the capacity to link 
the financial information with the project’s 
physical progress. 
 

Moderate The PMU Finance Office’s capacity to 
prepare FMRs can be improved by on the 
job training conducted by the finance 
consultant to be provided by the Loan 
consultancy package. 

Information System 
(i) PMU has no accounting software to 
record accounting transactions and 
generate FMRs automatically 
(ii) There have been major improvements in 
the information system as a result of the 
Public Financial Management for Rural 
Development Program.

b
 This includes a new 

chart of accounts and implementation of a 
computerized system.   

Moderate PMU to coordinate with the Finance 
Department for installation of this software 
at the PMU and operated using double 
entry accounting procedures will allow 
transactions to be traced and followed 
during audit 

Overall Control Risk Moderate  

Overall (Combined) Risk Moderate  The implementation of mitigation actions 
as proposed will reduce to risk to low. 

ADB = Asian Development Bank, FMR = financial management report, MEF = Ministry of Economy and Finance, 
MOWRAM = Ministry of Water Resources and Meteorology, NAA = National Audit Authority, PMU = project 
management unit  
a
  ADB. 2014. Financial Management Assessment of Flood Damage Emergency Reconstruction Project - Additional 

Financing.  
b
 ADB. 2010. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and Grant for 

Subprogram 2, and Grant Assistance to Cambodia for Public Financial Management for Rural Development 
Program. Manila. 

Source: Asian Development Bank. 

 
44. As detailed in FMA report, risk management actions include measures to support fund 
flow arrangement including procurement oversight and strengthen financial management skills 
have been prepared to avoid potential problems. These include (i) strengthen sector governance 
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and FM through comprehensive reforms to develop sector-wide national programs and support 
for FM and accountability - based bottom up planning and good governance at all levels; (ii) will 
develop accounting and monitoring systems to a standard format; Reform of the assets 
registration and management; and (iii) will introduce a computerized accounting at all levels; 
Financial records will be coupled with physical records for management and preparation of 
annual performance assessments of the delivery of health services. Support will be provided to 
facilitate the secure storage and retrieval system for records. The implementation of the risk 
management measures identified above will ensure that financial management arrangements 
are adequate for the overall program, especially for the investments funded by the project.  
 

VI. ACTION PLAN 
 
45. The project will prepare the terms of reference and allocate adequate budget to provide 
appropriate training and capacity building to accounting department staff to establish robust 
financial management arrangements, including for record-keeping, internal controls, payables, 
receivables, budgeting, accounting, project management, and bank account management and 
the preparation of loan withdrawal applications and statement of expenditure. Independent out-
sourced accounting support will be continued to ensure, among other things, timely and rigorous 
reconciliations, orderly record keeping, financial reporting and strict adherence to financial 
management policies and internal controls, and to ensure an orderly and timely year-end 
process for the preparation and audit of annual project accounts. The following are proposed 
actions for supporting financial management by the project. 
 

Table 6: Time-Bound Action Plan 
Weakness Mitigation Action Responsibility Timeframe 

The PMU staff has limited 
capacity in project FM.  
Although the Finance Officer 
is gaining experience from her 
current capacity as PIU 
Finance Officer of Flood 
Damage Emergency 
Reconstruction Project,

a
 she 

is getting familiar with the 
FMM for the externally 
financed projects/program 
and the ADB’s Loan 
Disbursement Handbook.  

 

Monitor the progress and 
results of the Public Financial 
Management for Rural 
Development Program

b
 as 

supported by an ADB grant. 
This covers 3 ministries 
including MOWRAM, which are 
being supported in budget 
preparation and execution, 
financial management and 
accounting, procurement, 
internal audit monitoring and 
evaluation.  

ADB CARM/ 
MEF/ 
MOWRAM 

Immediately 

Assign a Project Accountant to 
the PMU to assist the Finance 
Officer. The Project Accountant 
to be nominated from the 
Finance Department of 
MOWRAM.   

MOWRAM Upon start of 
loan 
implementation 

1. Engage project management 
and implementation consultants 
including financial management 
consultants to build capacity in 
project financial management. 
Including training on standard 
operating procedures and FMM, 
ADB’s Loan Disbursement 
Handbook, and provisions of 

MOWRAM, 
PMU 

Upon start of 
loan 
implementation 
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Weakness Mitigation Action Responsibility Timeframe 

the project administration 
manual be provided to the PMU 
staff. 

The PMU has limited capacity 
to prepare FMRs

c
 and does 

not have capacity to show 
financial information and 
physical progress in one 
report as shown in the FMM. 
The current project 
accounting system is semi-
manual with the limited use of 
excel spreadsheets. 
Computerized accounting 
software is one of the key 
internal controls as stated in 
the FMM – May 2012 of MEF 
for the externally financed 
projects /programs.  

 
  The accounting software still 
needs to be installed in the 
PMU finance unit and the 
PMU staff trained in this. 
Moreover, existing reporting 
systems  

2. System Improvement in project 
accounting to link the installed 
Sage 50 software in the 
Finance Department with the 
project accounts. 

3.  
Support for PMU’s plans to 
purchase accounting software 
Sage 50 with 5 users for the 
existing project and for the 
proposed project. 
 
Staff Training for PMU on how 
to generate FMRs from the 
accounting software. 

MOWRAM/FD 

project 

management 
and 

implementation 

consultants   

Immediately 
Upon start of 
loan 
implementation 

Capacity in internal audit is 
limited.

d
  IAD staff comprises 

many staff assigned from 
other MOWRAM departments 
since 2007 but without the 
necessary educational 
background and a few new 
young staff with accounting 
degrees but lacking 
experience in internal audit. 
 
In addition, the IAD claims it 
does not have enough 
equipment to perform their 
respective duties effectively 
and efficiently. 

Monitor capacity building of the 
internal audit department under 
the Public Financial Management 

for Rural Development Program.
b
 

It is essential that the IAD be 
provided with continuous capacity 
building in the form of on-the-job 
trainings on the internal audit and 
advanced excel.  
 
Provide the necessary support 
and equipment such as laptop 
computer, printer, and vehicle. 

 

MOWRAM Immediately 

Quality of external audit 
remains a concern, 
particularly the need to raise 
awareness of the required 
standard of audits of projects, 
need to strengthen terms of 
reference for external auditors 
and the need to review the 
practice of audit bundling to 
create large contracts in the 
light of inadequate capacity of 
auditors and experience 

Update the terms of reference for 
auditors and explore potential 
participation of supreme audit 
institution to further improve 
quality. 
 
Closely monitor contract 
performance of external auditors 
to ensure that auditing firms have 
assigned staff with qualification 
and experience as agreed in the 
contract. 

MOWRAM/ 
MEF 

Immediately 
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ADB = Asian Development Bank, CARM = Cambodia Resident Mission, FMM = financial management manual, FMR 
= financial management report, IAD = Internal Audit Department, MEF = Ministry of Economy and Finance, 
MOWRAM = Ministry of Water Resources and Meteorology, NAA = National Audit Authority, PIU = project 
implementation unit, PMU = project management unit  
a 

ADB. 2012. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and 
Administration of Grant to Cambodia for Flood Damage Emergency Reconstruction Project. Manila. 

b
 ADB. ADB. 2010. Report and Recommendation of the President to the Board of Directors:  Proposed Loan and 

Grant for Subprogram 2, and Grant Assistance to Cambodia for Public Financial Management for Rural 
Development Program. Manila. 

c
  As required by project management, executing agency, and MEF. 

d
  PPTA meeting with the Finance Director and Deputy Director of IAD. 

 
VII. SUGGESTED COVENANTS 

 
46. Right to audit.  The government will  ensure  that  contracts  financed  from  the  project  
will  include  provisions specifying the right of ADB to audit and examine the records and 
accounts of the project and all contractors, suppliers, consultants, and other service providers 
as they relate to the project. 
 
47. Governance and anti-corruption.  The government will ensure that (i) the program is 
carried out in compliance with all applicable Cambodia anti-corruption regulations, and ADB’s 
Anticorruption Policy (1998, as amended to date); (ii) all project staff actively participate in the 
training in Cambodia’s anti-corruption regulations and ADB’s Anticorruption Policy; and (iii) a 
website is maintained to disclose the audited annual project accounts, project progress, and 
procurement activities.  
 

VIII.  CONCLUSION 
 
48. Overall risk rating for Project FMA is “Moderate”. General environment for public 
financial management in Cambodia/MOWRAM is generally satisfactory and to large extent 
strengthened by standardized policies and guidelines which are implemented for all externally 
financed projects and programs. These are discussed in the SOP and in the FMM which have 
recently been upgraded last May 2012. Although capacity is still limited and needs improvement 
in project financial management and internal auditing, this is expected to improve significantly 
as a result of the government’s ongoing comprehensive Public Financial Management Reform 
Program as supported by the PFMRDP 2 (footnote 11). 
 
49. The FMA results prepared for the project are summarized below. This is compiled from 
the responses and information obtained from the executing and implementing agencies as 
detailed in the Appendix. The summary include proper mitigation measures and other 
management actions that have been prepared to address the identified key issues:  
 

Key Issues of the national financial 
management system Mitigation Measures/Management Actions 

Planning and Budgeting Processes: (i) 
Disconnect in the planning process between 
province and central level: (ii) lack of coordination 
of the annual budgeting with lack of guidance from 
central level: (iii) Disconnect between capital and 
recurrent budgets and national and development 
assistance 

The Project has been designed to strengthen the 
sector governance and management through 
technical assistance that has simple FM, planning, 
budgeting and reporting. Most investment activities 
are for consultants, training, workshop 

Funds Flow Mechanisms and Disbursement 
Process: (i) Anomalies and differences in FM 
differs between provinces: (ii) Delay in quarterly 

The funds flow process will be clearly defined and 
training and support to be provided to the 
implementing agency and project staff to develop 
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budget applications from DHOs to PHOs; (iii) 
Delays in the release of funds; (iv) Constraints on 
the availability of cash in the provincial treasury.  

appropriate withdrawal application and disbursement 
procedures where needed. 
 

Personnel: (i) staff lack skills and capacity in 
budgeting and accounting; (ii) lack of job 
description and segregation of duties; and (iii) 
Skills and capacity gap to handle increases 
financial management resulting from the project 

A comprehensive support will be provided by the 
project to provincial staff, especially those at district 
level, through reform to financial management, 
development of computerized accounting systems 
and training and human resource capacity; human 
resource development will support clearly defined 
duties and responsibilities in job descriptions. 

Accounting Policies and Procedures: (i) Lack of 
detail in recording expenditure following the state 
accounting system and verification; (ii) Lack of 
monitoring and internal control and performance 
measures; (iii) Limited ability to integrate financial 
and physical information in financial reporting; (iv) 
Lack of reporting on funds received from other 
donors and integration into provincial health plans; 
and (v) Assets register are not adequately 
maintained and updated. 

Reform of the budgeting, financial management and 
reporting systems will be addressed by the project 
and computerized accounting systems expanded to 
the district level, supported by ongoing training and 
follow up support. 

 
50. Engagement of a team of international and domestic implementation consultants to build 
project management capacity during the project implementation is recommended. The finance 
consultant will assist to (i) provide training including on the job training for the PMU Finance Unit 
and to (ii) coordinate with the Finance Department on ongoing budgeting and accounting 
systems improvements including computerization of the accounting system using Sage 50. 
 
51. Overall, the project arrangements are considered satisfactory since appropriate 
mitigation measures/management actions have been prepared to address the key issues. 
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Financial Management Assessment Questionnaire  
Ministry of Water Resources and Meteorology and  

Department of Farmer Water User Community 
Upland Irrigation Water Resource Management Sector Project 

 

Topic Response Potential Risk 
Event 

1. Executing/Implementing Agency 

 Executing Agency Implementing Agency  

1.1 What is the 
entity’s legal status 
/registration? 

The Ministry of Water 
Resources and Meteorology 
(MOWRAM) was 
established by the Royal 
Krom NS/RKM/0699/04 
dated 23 June 1999. Under 
sub-decree no. 58ANKR/BK 
dated 30 June1999, the 
Ministry of Water Resources 
and Meteorology now has 
twelve departments. The 
duties and responsibilities of 
each department were set 
up and revised to 
strengthen agricultural 
production to contribute to 
reducing poverty in 
accordance with 
Cambodian government's 
policy. 

The Department of 
Farmer Water User 
Communities (DFWUC) 
was established by the 
sub-decree 
no.73ANKR/BK dated 30 
June 2018.  
 
 DFWUC has its mandate 
to cover policy and legal 
documents, FWUC policy 
and strategy, irrigation 
system information, 
standards for O&M, 
support to establish 
FWUC and their 
operation, training and 
technology development. 
 
 

 

1.2 How much equity 
(shareholding) is owned by 
the Government? 

NA  

1.3 Obtain the list of 
beneficial owners of 
major blocks of shares 
(non-governmental 
portion), if any. 
 

NA  

1.4 Has the entity 
implemented an 
externally-financed 
project in the past (if so, 
please provide details)? 

Yes, it has implemented 
externally financed projects 
of ADB, AFD, WB, JICA, 
and KOICA. Recent and 
ongoing ADB projects 
include (i) Supporting 
Policy, and Institution 
Reforms and Capacity 
Development in Water 
Sector, (ii) Resilience Rice 
Commercialization Sector 
Development Program, 
 
 
 

As the assigned PMU for 
the proposed project, 
DFWUC is implementing 
only one externally 
financed project namely 
Flood Damage 
Emergency 
Reconstruction Project-
Additional Financing 
(FDERP-AF) financed by 
ADB. 

 



Annex 1  21 
 

Topic Response Potential Risk 
Event 

 Executing Agency Implementing Agency  

  (iii) Water Resource 
Management Sector 
Development Program, (iv) 
Flood Damage Emergency 
Reconstruction Project; and 
(v) Community-Based Risk 
Deduction. 

  

1.5 Briefly describe the 
statutory reporting 
requirements for the 
entity.  

Financial reports of the MOWRAM are reported to the 
Minister, the MEF and to the RGC while project financial 
reports of projects are reported to MEF, to development 
partners (DPs) and to RGC as necessary. 
 

 

1.6 Describe the 
regulatory or supervisory 
agency of the entity. 

The entity is to report to the Prime Minister  

1.7 What is the 
governing body for the 
project? Is the governing 
body for the project 
independent? 
 

Senior Management of the 
Ministry. 
Yes, it is. 

General Department 
of Technical Affairs 
(GDTA).  
Yes, it is 

 

1.8 Obtain current 
organizational structure 
and describe key 
management personnel. 
Is the organizational 
structure and 
governance appropriate 
for the needs of the 
project? 
 
 
 

The PMU was established by decision No. 034 SSR.Th.TO 
dated 8 January 2014 which appointed 6 staff members. 
The PMU comprises (i) Project Director, (ii) Project 
Manager, (iii) Technical Officer, (iv) Finance Officer, (v) 
Administrative Office, (vi) Procurement Officer, and (vii) 
FWUC Officer. The above mentioned officers are from 
DFWUC except Project Director who is from GDTA. The 
additional staff members will be appointed when the loan 
project is implemented. (See Annex 1a) 
 
Based on the Aide Memoire

1
 it was agreed that 2 staff 

members from MAFF and Directors of PDWRAMs of 
Kampong Thom and Battambang will also be members of 
the PMU. 
 
Yes, the organizational structure is appropriate.    

 

1.9 Does the entity have 
a Code of Ethics in 
place?  

Yes, it does. It follows the Statute for Civil Servants. Project 
staff will be required to sign the Code of Conduct during 
project implementation in accordance with ADB’s Risk 
Assessment and Risk Management Plan (RARMP).  

 

1.10 Describe (if any) 
any historical issues 
reports of ethics 
violations involving the 
entity and management. 

There are no issues of ethics violations.   

                                                
1
 Aide Memoire, TA 8702- CAM: Project Preparatory Technical Assistance for Uplands Irrigation and Water 

Resources Management Project, Mid-term Review Mission 28 March-3 April 2015, 
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How were they 
addressed? 

2. Funds Flow Arrangement  

2.1 Describe 
(proposed)  project funds 
flow arrangements, 
including a funds flow 
diagram and explanation 
of the flow of funds from 
ADB, government and 
other financiers, to the 
government,  EA, lA, 
suppliers, contractors, 
ultimate beneficiaries, 
etc. as applicable. 

The proposed funds flow arrangements is shown in Annex 
1b.  
 
 

 

2.2 Are the 
(proposed) 
arrangements to transfer 
the proceeds of the loan 
(from the government / 
Finance Ministry) to the 
entity satisfactory? 

Yes, they are. MOWRAM normally follows the procedures 
based on the Financial Management Manual (FMM) for 
externally financed projects/programs which is accepted by 
MEF and ADB.  

 

2.3 Are the disbursement 
methods appropriate? 

Yes they are.   

2.4 What have been 
the major problems in 
the past in receipt, 
accounting and/or 
administration of funds 
by the entity? 
 

There have not been any major problems yet.   

2.5 In which bank will 
the Imprest Account  be 
established? 

National Bank of Cambodia (NBC) or Foreign Trade Bank 
(FTB) , subject to acceptance by MEF and ADB 

 

2.6 Is the bank in which 
the imprest account is to 
be established capable 
of - 

• Executing foreign 
exchange and local 
currency 
transactions? 

• Issuing and 
administering letters 
of credit (LC)? 

• Handling a large 
volume of 
transactions? 

• Issuing detailed 
monthly bank 
statements 

 
•  
• Yes, it is. 

 
•  
• Yes, it is. 

5.  
• Yes, it is.  

 
    Yes, it is. 
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promptly? 

2.7 Is the ceiling for 
disbursements from the 
imprest account and SOE 
appropriate/required? 

Yes  

2.6 If the executing or 
implementing agency 
has used imprest funds 
earlier, has it 
experienced any difficulty 
in obtaining 100% of the 
imprest funds disbursed 
by ADB? 

There were some initial difficulties, but these were resolved with 
guidance and assistance from the consultant and from MEF. 
 

 

2.8 Does the 
(proposed) project 
implementing unit (PIU) 
have experience in the 
management of 
disbursements from 
ADB? 

The PMU/PIU is currently implementing the Flood Emergency 
Reconstruction Project-Additional Financing (FDERP-AF) 
financed by ADB. In spite of this, the PIU’s capacity is still 
limited since many tasks in the other projects are being done by 
consultants.  

PMU/PIU may 
experience 
difficulties in 
performing their 
tasks without 
consultant 
support 

2.9 Does the PIU have 
adequate administrative 
and accounting capacity 
to manage the imprest 
fund and statement of 
expenditure (SOE) 
procedures in 
accordance with ADB’s 
Loan Disbursement 
Handbook (LDH)? 
Identify any concern or 
uncertainty about the 
PIU’s administrative and 
accounting capability 
which would support the 
establishment of a ceiling 
on the use of the SOE 
procedure. 

Yes, but capacity is limited. 
No concern or uncertainty as PIU follows ADB’s LDH and 
FMM. 

 

2.10 Is the entity 
exposed to foreign 
exchange risk? If yes, 
describe the entity’s 
policy and arrangements 
for managing foreign 
exchange risk. 

No, it isn’t as all transactions are in US Dollars.    

2.11 How are the 
counterpart funds 
accessed? 

The counterpart funds for the projects are accessed 
through an imprest account (See Annex 1b: Funds Flow) 

 

2.12  How are 
payments made from the 
counterpart funds?  

Immediately after loan effectiveness, the Government, 
through MEF, will open US dollar imprest accounts at the 
National Bank of Cambodia or a commercial bank 

 



24  Annex 1 
 

 

Topic Response Potential Risk 
Event 

acceptable to ADB for the RGC counterpart funds.  
 
Withdrawal of government counterpart funds is being 
carried out in accordance with the Government Policies and 
Procedures. MOWRAM will be responsible for submitting 
Withdrawal Applications to MEF. Counterpart funds 
withdrawal applications should be made in accordance with 
the budget plan agreed between MOWRAM and MEF. 
Counterpart funds may only be withdrawn for expenditures 
of the project which are specified in the project loan 
agreements.  

2.13 If project funds will 
flow to communities or 
NGOs, does the PIU 
have the necessary 
reporting and monitoring 
arrangements and 
features built into its 
systems to track the use 
of the project proceeds 
by such entities?  

NA  

2.14  Are the 
beneficiaries required to 
contribute to project 
costs? If beneficiaries 
have an option to 
contribute in kind (in the 
form of labor), are proper 
guidelines formulated to 
record and value the 
labor contribution? 

NA 
 

 

3. Staffing 

3.1  What is the 
(proposed) 
organizational structure 
of the accounting 
department? Attach an 
organization chart. 

See Annex 1c for the organization chart of the Finance Unit 
of the PMU. 

 

3.2 Will existing staff be 
assigned to the project, 
or will new staff be 
recruited? 

Most of the staff are assigned from the current project, 
Flood Damage Reconstruction Project Additional Financing 
(FDERP-AF) 

 

3.3  Describe the 
existing or proposed 
accounting staff, 
including job title, 
responsibilities, 
educational background 
and professional 
experience. Attach job 
descriptions and CVs of 
key accounting staff. 

Only the Finance Officer has been assigned. See Annex 1d 
for job description and requirements which are as stated in 
Standard Operating Procedures (SOP) for Externally 
Financed Projects/Programs.  
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3.4  Is the project 
finance and accounting 
function staffed 
adequately? 

It will be staffed adequately once loan implementation 
starts. Staffing is based on the Financial Management 
Manual (FMM) for the externally financed 
projects/programs. 

 

3.5 Are the project 
finance and accounting 
adequately qualified and 
experienced? 

The quality and experience of staff are still limited. PMU/PIU may 
experience 
difficulties in 
performing their 
tasks without 
consultant 
support  

3.6 Is the project 
accounting and finance 
staff trained in ADB 
procedures including the 
disbursement guidelines 
(i.e., LDH)? 

Yes, but training is not yet adequate.  Staff may not 
be able to fully 
discharge their 
responsibility  

3.7  What is the 
duration of the contract 
with the finance and 
accounts staff? 

They are assigned to work for the entire duration of the 
project.   

 

3.8  Identify key 
positions of project 
finance and accounting 
staff not contracted or 
filled yet, and the 
estimated date of 
appointment. 

A Project Accountant will be assigned at the start of project 
implementation.  

 

3.9 For new staff, 
describe the proposed 
project finance and 
accounting staff, 
including job title, 
responsibilities, 
educational background 
and professional 
experience. Attach job 
descriptions. 

New staff (Project Accountant) will be determined upon loan 
implementation. Job Description is shown in Annex 1f. 

 

3.10  Does the project 
have written position 
descriptions that clearly 
define duties, 
responsibilities, lines of 
supervision, and limits of 
authority for all of the 
officers, managers, and 
staff? 

Yes, it does. This is clearly stated in the SOP for Externally 
Financed Projects/Programs. 

 

3.11   What is the 
turnover rate for finance 
and accounting 
personnel (including 

Very low.  
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terminations, 
resignations, transfers, 
etc.)? 

3.12 What is training 
policy for the finance and 
accounting staff? 

Staff is encouraged to attend the training/workshops on 
Project Management, Financial Management, and 
Procurement Procedures conducted by MEF, ADB or WB. 

 

3.13 Describe the list of 
training programs 
attended by finance and 
accounting staff in the 
last 3 years. 

Standard Operating Procedures (SOP), Financial 
Management Manual (FMM), and basic Procurement 
Manual (PM) for externally financed projects/programs 

 

4. Accounting Policies and Procedures 

4.1  Does the entity 
have an accounting 
system that allows for 
the proper recording of 
project financial 
transactions, including 
the allocation of 
expenditures  in 
accordance  with the 
respective components,  
disbursement categories, 
and sources of funds (in 
particular, the legal 
agreements  with ADB)? 
Will the project use the 
entity accounting 
system? 

A functioning computerized accounting system in 
MOWRAM is one of the outputs of the comprehensive 
Public Financial Management Reform Program (PFMRP) 
which is partially funded by ADB Grant 0222-CAM. The 
June 2014 Progress Report mentioned excellent progress 
for MOWRAM for this Output. 
 
Peachtree/sage 50 is available for other projects and at the 
Department of Finance (DF) of MOWRAM, but there is no 
such accounting software for the existing PMU yet. PMU 
needs to coordinate with DF to be guided in the new 
software that DF is implementing. 

 

4.2  Are controls in 
place concerning the 
preparation and approval 
of transactions, ensuring 
that all transactions are 
correctly made and 
adequately explained? 

Yes, there are. These procedures are clearly stated in the 
FMM.  

 

4.3  Is the chart of 
accounts adequate to 
properly account for and 
report on project 
activities and 
disbursement 
categories? Obtain a 
copy of the chart of 
accounts. 

Yes, the chart of accounts has been revised/updated (one 
of the outputs of the PFMRD) to properly account for and 
report on activities.  
 
These procedures are also clearly stated in FMM, but the 
finance staff of the PMU/PIU have limited capacity to use 
the new COA to produce the required reports. PMU needs 
to coordinate with DF to be guided in using the new COA. 
 

Entity and 
Project reports 
will not be 
consistent 

4.4  Are cost 
allocations to the various 
funding sources made 
accurately and in 
accordance with 
established agreements? 

Yes, they are.  
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4.5  Are the General 
Ledger and subsidiary 
ledgers reconciled 
regularly and in balance? 

Yes, they are.   

4.6  Describe the EA's 
policy for retention of 
accounting records 
including supporting 
documents (e.g. ADB's 
policy requires that all 
documents should be 
retained at least for 1 
year after ADB receives 
the audited project 
financial statements, or 2 
years after the loan 
closing date, whichever 
is later). Are all 
accounting and 
supporting documents 
retained in a defined 
system that allows 
authorized users easy 
access? 

All accounting and supporting documents are retained on a 
permanent basis in a defined system that allows authorized 
users for easy access. They need to be kept for a period of 
minimum 10 years according to FMM.  

 

4.7 Describe any 
previous audit findings 
that have not been 
addressed. 

All the previous audit findings have been implemented.   

Segregation of Duties  

4.8  Are the following 
functional responsibilities 
performed by different 
units or persons: (i) 
authorization to execute 
a transaction; (ii) 
recording of the 
transaction; and (iii) 
custody of assets 
involved in the 
transaction? 

Yes, they are as stated in (i), (ii), and (iii).  

4.9  Are the functions 
of ordering, receiving, 
accounting for, and 
paying for goods and 
services appropriately 
segregated? 

The users prepare a request to be endorsed by Project 
Manager and to be approved by Project Director. The 
Finance Officer prepares an order and makes payments, 
and the Administrative Officer is to receive the ordered 
items.  
 
Some functions were combined due to limited number of 
PMU staff. Once the accounting staff is assigned to the 
PMU, she can handle order preparation and the Finance 
Officer can make payment. 

Lack of internal 
control 
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Budgeting System 

4.10  Do budgets 
include physical and 
financial targets?  

Yes, they do.  

4.11  Are budgets 
prepared for all 
significant activities in 
sufficient detail to 
provide a meaningful tool 
with which to monitor 
subsequent 
performance? 

Yes, they are.  

4.12  Are actual 
expenditures compared 
to the budget with 
reasonable frequency, 
and explanations 
required for significant 
variations from the 
budget? 

Yes, they are according to the FMM.  

4.13  Are approvals for 
variations from the 
budget required (i) in 
advance or (ii) after the 
fact? 

Variations from the budget normally require approvals in 
advance, however in some cases (only operating costs) 
approvals are after the fact.  

Unauthorized 
budget 
variations 

4.14 Is there a ceiling, up 
to which variations from 
the budget may be 
incurred without 
obtaining prior approval? 

There is no specific ceiling for the variation, but any budget 
variation from the original allocations, requires approval 
from MEF and DPs.  

 

4.15  Who is 
responsible for 
preparation and approval 
of budgets? 

For the approval of the budget within the budget allocation, 
PMU Finance Officer is responsible for preparing the 
budget and the PMU Project Manager and Director will 
check and approve it.   

 

4.16. Describe the 
budget process. Are 
procedures in place to 
plan project activities, 
collect information from 
the units in charge of the 
different components, 
and prepare the 
budgets? 

The budget are processed  according to SOP and FMM  

4.17  Are the project 
plans and budgets of 
project activities realistic, 
based on valid 
assumptions, and 
developed by 
knowledgeable 
individuals? 

• Yes. 
 
 

•  
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Is there evidence of 
significant mid-year 
revisions, inadequate 
fund releases against 
allocations or inability of 
the EA to absorb/ spend 
released funds? 
 
Is there evidence that 
government counterpart 
funding is not made 
available adequately or 
on a timely basis in prior 
projects? 
 
What is the extent of 
over- or under-budgeting 
of major heads over the 
last 3 years? Is there a 
consistent trend either 
way? 

 
• Yes this happens. They are dealt with based on the FMM. 

 
 
 

 
 
 
 

• No, there is not 
 
 
 
 
 
 
No, as it is processed with the consultation of MEF and DP.  

Payments 

4.18 Do invoice-
processing procedures 
require: (i) Copies of 
purchase orders and 
receiving reports to be 
obtained directly from 
issuing departments? (ii) 
Comparison of invoice 
quantities, prices and 
terms, with those 
indicated on the 
purchase order and with 
records of goods actually 
received? (iii) 
Comparison of invoice 
quantities with those 
indicated on the 
receiving reports? (iv) 
Checking the accuracy of 
calculations? (v) 
Checking authenticity of 
invoices and supporting 
documents? 

Yes, these procedures are followed as stated.    

4.19  Are all invoices 
stamped PAID, dated, 
reviewed and approved, 
and clearly marked for 
account code 
assignment?  

Yes, they are  
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4.20  Do controls exist 
for the preparation of the 
payroll and are changes 
to the payroll properly 
authorized? 

Yes, controls exist because the payroll is based on (i) the 
number of project staff and job descriptions follow the 
MOWRAM Decision No. 034 SSR.Th.TO dated January 
2014 which was also based on the SOP, and (ii) the salary 
supplement is based on MEF’s decision. 

 

Policies and Procedures 

4.21  What is the basis 
of accounting (e.g., cash, 
accrual) by the entity and 
by project? 

Modified cash accounting. All transactions are on a cash-
basis except for advances. Advances are treated as 
expenditure upon liquidation.  

 

4.22 What accounting 
standards are followed 
(International Financial 
Reporting Standards, 
International Public 
Sector Accounting 
Standards – cash or 
accrual, or National 
Accounting Standards 
(specify) or other? 

Cambodian Accounting Standard, based on International 
Accounting Standards and International Financial Reporting 
Standards.  

 

4.23  Does the project 
have an adequate 
policies and procedures 
manual to guide activities 
and ensure staff 
accountability? 

Yes, it does. The SOP, FMM and PM for the externally 
financed projects/program were developed by MEF, ADB 
and WB.  

 

4.24  Is the accounting 
policy and procedure 
manual updated for the 
project activities? 

Yes, it is.  

4.25  Do procedures 
exist to ensure that only 
authorized persons can 
alter or establish a new 
accounting principle, 
policy or procedure to be 
used by the entity? 

Yes, they do.   

4.26  Are there written 
policies and procedures 
covering all routine 
financial management 
and related 
administrative activities? 

Yes, there are written policies and procedures such as 
SOP, FMM and PM.  

 

4.27  Do policies and 
procedures clearly define 
conflict of interest and 
related party transactions 
(real and apparent) and 
provide safeguards to 
protect the organization 
from them? 

Yes, they do.   
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4.28  Are manuals 
distributed to appropriate 
personnel? 

Yes, they are.  

4.29 Describe how 
compliance with policies 
and procedures are 
verified and monitored. 

The compliance with policies and procedures are verified 
and monitored in accordance with FMM.  

 

Cash and Bank 

4.30 Indicate names and 
positions of authorized 
signatories for bank 
accounts. Include those 
persons who have 
custody over bank 
passwords, USB keys, or 
equivalent for online 
transactions. 

The Minister of MOWRAM is the authorized signatory of the 
bank account. According to the FMM, the Project Director 
can also be authorized  

Possible delays 
in processing 
payments due 
to the expected 
busy schedule 
of the Minister. 

4.31  Does the 
organization maintain an 
adequate, up-to-date 
cashbook, recording 
receipts and payments? 

Yes, it does.  

4.32  Describe the 
collection process and 
cash handling 
procedures. Do controls 
exist for the collection, 
timely deposit and 
recording of receipts at 
each collection location? 

The cash is counted and recorded as per FMM and kept in 
the safe.  
Yes, they do 

 

4.33 Are bank accounts 
reconciled on a monthly 
basis? Or more often? 
Is cash on hand 
physically verified, and 
reconciled with the cash 
books? With what 
frequency is this done? 

Yes, they are reconciled on a monthly basis.  
 
Yes, it is daily or weekly basis depending on the movement 
of cash.  

 

4.34 Are all reconciling 
items approved and 
recorded? 
 

Yes, they are  

4.35 Are all unusual 
items on the bank 
reconciliation reviewed 
and approved by a 
responsible official? 

Yes, they are   

4.36 Are there any 
persistent/non-moving 
reconciling items? 

No   
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4.37 Are there 
appropriate controls in 
safekeeping of unused 
cheques, USB keys and 
passwords, official 
receipts and invoices? 

Yes, the unused cheques are kept in the safe with key and 
passwords.  

 

4.38 Are any large cash 
balances maintained at 
the head office or field 
offices? If so, for what 
purpose? 

No, they aren’t.   

4.39 For online 
transactions, how many 
persons possess USB 
keys (or equivalent), and 
passwords? Describe the 
security rules on 
password and access 
controls. 

NA  

Safeguard Over Assets 

4.40 What policies and 
procedures are in place 
to adequately safeguard 
or protect assets from 
fraud, waste and abuse? 
Is there a system of 
adequate safeguards to 
protect assets from 
fraud, waste and abuse? 

 Policies and procedures are discussed in the FMM. 
Yes, there is a system. 

 

4.41 Does the entity 
maintain a Fixed Assets 
Register? Is the register 
updated monthly? Does 
the register record 
ownership of assets, any 
assets under lien or 
encumbered, or have 
been pledged? 

Yes, they are.   

4.42 Are subsidiary 
records of fixed assets 
and stocks kept up to 
date and reconciled with 
control accounts? 

Yes, they are   

4.43 Are there periodic 
physical inventories of 
fixed assets, inventories 
and stocks? Are fixed 
assets, inventories and 
stocks appropriately 
labelled? 

Yes, there are and they are   

4.38   Is the disposition Yes, it is.   
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of each asset 
appropriately recorded, 
and immediate steps 
taken to locate lost, or 
repair broken, assets? 

4.46 Are assets 
sufficiently covered by 
insurance policies? 

This will depend on the discussion between the PMU/PIU 
and MEF. 

 

4.47 Describe the 
policies and procedures 
in identifying and 
maintaining fully 
depreciated assets from 
active assets. 

NA   

Other Offices and Implementing Entities  

4.48  Describe other 
regional offices or 
executing entities 
participating in 
implementation 

NA  

4.49 Describe the staff, 
their roles and 
responsibilities in 
performing accounting 
and financial 
management functions of 
such offices as they 
relate to the project. 

NA  

4.50  Has the project 
established controls and 
procedures for flow of 
funds, financial 
information, 
accountability, and audits 
in relation to the other 
offices or entities?  

NA  

4.51 Does information 
among the different 
offices/ implementing 
agencies flow in an 
accurate and timely 
fashion? In particular, do 
the offices other than the 
head office use the same 
accounting and reporting 
system? 

NA  

4.52 Are periodic 
reconciliations performed 
among the different 
offices/implementing 
agencies? Describe the 

NA  
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project reporting and 
auditing arrangements 
between these offices 
and the main 
executing/implementing 
agencies. 

4.53 If any sub-accounts 
(under the Imprest 
Account) will be 
maintained, describe the 
results of the 
assessment of the 
financial management 
capacity of the 
administrator of such 
sub-accounts. 

NA  

Contract Management 
and Accounting 

  

4.54 Does the agency 
maintain contract-wise 
accounting records to 
indicate gross value of 
contract, and any 
amendments, variations 
and escalations, 
payments made, and 
undisbursed balances? 
Are the records 
consistent with physical 
outputs/deliverables of 
the contract? 

Yes, it does. 
Yes, they are.  

 

4.55 If contract records 
are maintained, does the 
agency reconcile 

Yes, the agency reconciles.  

Other   

4.56  Describe project 
arrangements for 
reporting fraud, 
corruption, waste and 
misuse of project 
resources. Has the 
project advised 
employees, beneficiaries 
and other recipients to 
whom to report if they 
suspect fraud, waste or 
misuse of project 
resources or property? 

The fraud, corruption, waste and misuse of project 
resources can be reported to the project director or head of 
the EA.  
Yes, it has. 

  

 

5.   Internal Audit   

5.1 Is there an internal 
audit (IA) department in 

Yes, there is. It was established by Sub-decree no. 
54/ANKR/BK dated 29 May 2006 by the Royal Government 
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the entity? of Cambodia. 

5.2  What are the 
qualifications and 
experience of the IA 
staff?  

They have limited capacity based on the assessment of the 
Finance Director as well as the Deputy Director of the 
Internal Audit Department (IAD). IAD staff comprises a few 
young staff with accounting degrees but lacking experience 
in internal audit. 

PMU/PIU may 
experience 
difficulties in 
performing their 
tasks without 
consultant 
support 

5.3  To whom does the 
internal auditor report? 

The Internal Auditor reports to the Minister.   

5.4 Will the internal audit 
department include the 
project in its work 
program? 

Selection of the projects for internal audit is based on the 
risk identified during the preparation of the three year rolling 
plan and annual plan. It is proposed that the UIWRMSP 
project be included in the internal audit plan.  

 

5.5 Are actions taken on 
the internal audit 
findings? 

Yes, they are.   

5.6 What is the internal 
audit program? How was 
it developed? 

The internal audit program is to check the compliances, 
effectiveness, efficiency, and economy of the entity. It  is 
developed based on the Public Auditing Standard for 
Cambodia 

 

5.7 Is the lA department 
sufficiently independent?   

Yes, it is.   

5.8 Do they perform pre-
audit of transactions? 

No they don’t  

5.9 Who approves the 
internal audit program? 

Minister   

5.10 What standards 
guide the internal audit 
program? 

Public Auditing Standard for Cambodia  

5.11 How are audit 
deficiencies tracked? 

The deficiencies are stated in the Internal Audit Report and 
they will be checked if they have been implemented in the 
succeeding year.  

 

5.12 How long have the 
internal audit staff 
members been with the 
organization? 

Most of IAD staffs have been working for the IAD since 
2007. Most of them came from other departments of 
MOWRAM and do not have the appropriated qualifications 
to work as Internal Auditors. Five young staff that joined 
IAD in 2010 have appropriate qualifications and have been 
trained through the PFMRD program. However, they lack 
experience in internal audit work.  

 

5.13 Does any of the 
internal audit staff have 
an IT background? 

Yes, but limited   

5.14 How frequently 
does the internal auditor 
meet with the audit 
committee without the 
presence of 
management? 

They meet the audit committee headed by the Minister any 
time they deem it necessary.  

 



36  Annex 1 
 

 

Topic Response Potential Risk 
Event 

5.15 Has the internal 
auditor 
identified/reported any 
issue with reference to 
retention or availability of 
records? 

Yes, it has.   

5.16 Does the internal 
auditor have sufficient 
knowledge and 
understanding of ADB's 
guidelines and 
procedures, including the 
disbursement guidelines 
and procedures (i.e., 
LDH)? 

No, they don’t and they need more training. Cannot fully 
discharge their 
duties 

6. External Audit- entity 
level 

  

6.1 Is the entity financial 
statement audited 
regularly by an 
independent auditor? 
Who is the auditor? 

Yes, it is audited once a year.  
The National Audit Authority (NAA) of the Royal 
Government of Cambodia is the auditor. 

 

6.2    Are there any 
delays in audit of the 
entity? When are the 
audit reports issued? 

The audit reports will be issued within 3 months of starting 
the field work. There is no deadline as to when the audit 
report will be completed after the end of the year.  

 

6.3 Is the audit of the 
entity conducted in 
accordance with the 
International Standards 
on Auditing, or the 
International Standards 
for Supreme Audit 
Institutions, or national 
auditing standards? 

It is conducted according to the Public Auditing Standard for 
Cambodia and ISSAI - International Standards of Supreme 
Audit Institutions 

 

6.4    Were there any 
major accountability 
issues brought out in the 
audit report of the past 
three years? 

No, there weren’t.   

6.5 Does the external 
auditor meet with the 
audit committee without 
the presence of 
management? 

Yes, it does.   

6.6 Has the entity 
engaged the external 
audit firm for any non-
audit engagements (e.g., 
consulting)? If yes, what 
is the total value of non-

No, they aren’t.   
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audit engagements, 
relative to the value of 
audit services? 

6.7 Has the external 
auditor expressed any 
issues on the availability 
of complete records and 
supporting documents? 

No, it hasn’t.  

6.8 Does the external 
auditor have sufficient 
knowledge and 
understanding of ADB’s 
guidelines and 
procedures, including the 
disbursement guidelines 
and procedures (i.e., 
LDH)? 

Yes, but on average   

6.9 Are there any 
material issues noted 
during the review of the 
audited entity financial 
statements that were not 
reported in the external 
audit report? 

No, there aren’t.   

External Audit- project 
level 

  

6.10   Will the entity 
auditor audit the project 
accounts or will another 
auditor be appointed to 
audit the project financial 
statements? 

Yes, another auditor (such as PWC, KPMG, EY or BDO) 
will be appointed by the project or MEF under a bundled 
audit arrangement.  

 

6.11 Are there any 
recommendations made 
by the auditors in prior 
project audit reports or 
management letters that 
have not yet been 
implemented? 

No, for example, the recommendation to improve the slow 
approval process for payment in Flood Damage Emergency 
Reconstruction Project funded by ADB, has not yet been 
implemented. 

 

6.12 Is the project 
subject to any kind of 
audit from an 
independent 
governmental entity (e.g. 
the supreme audit 
institution) in addition to 
the external audit? 

Yes, the project is also subject to an audit by the National 
Audit Authority (NAA) or the Ministry of National Assembly 
and Senate Relation and Inspection (MONASRI) of the 
Royal Government of Cambodia can audit the project if 
necessary.  

 

6.13 Has the project 
prepared acceptable 
terms of reference for an 
annual project audit? 

Yes, it has. Terms of Reference needs to be discussed with 
MEF and to be submitted to ADB’s to obtain prior approval 

 



38  Annex 1 
 

 

Topic Response Potential Risk 
Event 

Have these been agreed 
and discussed with the 
EA and the auditor? 

6.14 Has the project 
auditor identified any 
issues with the 
availability and 
completeness of records 
and supporting 
documents? 

Current project auditors have not identified such issues.  

6.15 Does the external 
auditor have sufficient 
knowledge and 
understanding of ADB's 
guidelines and 
procedures, including the 
disbursement guidelines 
and procedures (i.e., 
LDH)? 

External auditors have sufficient knowledge.   

6.16 Are there any 
recommendations made 
by the auditors in prior 
audit reports or 
management letters that 
have not yet been 
implemented? 

The auditor’s recommendation to resolve the issue of slow 
approval process in question 6.10 has not been 
implemented.  
 

 

     [For second or 
subsequent   
projects] 

6.17 Were past audit 
reports complete, and 
did they fully address the 
obligations under the 
loan agreements? Were 
there any material issues 
noted during the review 
of the audited project 
financial statements and 
related audit report that 
have remained 
unaddressed? 

 
 
 
Yes, they were. 
No, there weren’t. 
 

 

7.  Reporting and 
Monitoring 

  

7.1  Are financial 
statements prepared for 
the entity? 

Yes, they are.   

7.2 Are financial 
statements prepared for 
the implementing unit 
(s)? 

Yes, they are.   

7.3  What is the The financial statements have to be prepared in monthly,  
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frequency of preparation 
of financial statements? 
Are the reports prepared 
in a timely fashion so as 
to useful to management 
for decision making?  

quarterly and annual basis according FMM.  
 
 

7.4  Does the reporting 
system need to be 
adapted to report on the 
project components? 

Yes, it does.   

7.5 Has the project 
established financial 
management reporting 
responsibilities that 
specify the types of 
reports to be prepared, 
the report content, and 
purpose of the reports? 

Yes, it has according to FMM.  

7.6 Are financial 
management reports 
used by management? 

Yes, they are used by both the project manager and 
director and the MEF.  

 

7.7  Do the financial 
reports compare actual 
expenditures with 
budgeted and 
programmed allocations? 

Yes, they do this based on FMM, but this is done using 
individual worksheets and not a computerized accounting 
system. 
 

Lack of control 

7.8 How are financial 
reports prepared? Are 
financial reports 
prepared directly by the 
automated accounting 
system or are they 
prepared by 
spreadsheets or some 
other means? 

The financial reports prepared directly by spreadsheets 
since there is no computerized accounting system 

Delays in 
reporting 

7.9  Does the reporting 
system have the capacity 
to link the financial 
information with the 
project's physical 
progress? If separate 
systems are used to 
gather and compile 
physical data, what 
controls are in place to 
reduce the risk that the 
physical data may not 
synchronize with the 
financial data? 

No, the system does not have this capacity. 
It is recommended the PMU adopt a format to show the 
financial information and physical progress in one report as 
shown in the FMM.  

Physical data 
may not 
synchronize 
with the 
financial data 

7.10 Does the entity 
have experience in 

Yes, it does.   
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implementing projects of 
any other donors, co-
financiers, or 
development partners? 

8. Information System 

8.1 Is the financial 
management system 
computerized? 

Yes, the financial management system used by the Finance 
Department of MOWRAM is computerized. But the 
computerized system is not yet used by the PMU. 

Lack of control 
since two 
systems are 
being used. 

8.2 If computerized, is 
the software off-the-
shelf, or customized? 

It is the off-the-self software.   

8.3 Is the computerized 
software standalone, or 
integrated and used by 
all departments in the 
headquarters and field 
units using modules? 

It is a standalone software managed by the Finance 
Department of MOWRAM.  

 

8.4 How are the project 
financial data integrated 
with the entity financial 
data? Is it done through 
a module in the 
enterprise financial 
system with automatic 
data transfer, or does it 
entail manual entry? 

It is integrated manually for the counterpart funds but not 
DPs funds.  

Lack of control  

8.5 Is the computerized 
software used for directly 
generating periodic 
financial statements, or 
does it require manual 
intervention and use of 
Excel or similar 
spreadsheet software? 

No, it isn’t, so Excel is used to generate the financial 
reports.  

 

8.6  Can the system 
produce the necessary 
project financial reports? 

Yes, but the system is not efficient as required by DPs due 
to the lack of computerized systems. 

Lack of 
efficiency 

8.7  Is the staff 
adequately trained to 
maintain the system? 

No, they are not adequately trained to maintain the new 
FMIS. 

Staff cannot 
fully discharge 
their duties 

8.8  Does the 
management 
organization and 
processing system 
safeguard the 
confidentiality, integrity 
and availability of the 
data? 

Yes, it does as stated in FMM  

8.9   Are there back-up Yes,  they are as stated in FMM  
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procedures in place? 

8.10 Describe the 
backup procedures – 
online storage, offsite 
storage, offshore 
storage, fire, earthquake 
and calamity protection 
for backups. 

Back up Procedures 

 All IT systems/Accounting Software will be regularly 
(daily if possible) backed up and procedures established 
to restore data and or software following any operational 
disruption; 

 Emergency procedures will be available to provide 
business continuity following loss of IT systems 

 All IT systems will be backed up to external media (e.g. 
tape, disk) on at least a daily basis; and  

 Daily printouts of daily transactions will be made checked 
and signed by the Project Financial Officer and filed for 
future reference. 

However, there is no online back-up 

 

 

 


