
Second Urban Environmental Management in The Tonle Sap Basin (RRP CAM 50102) 

FINANCIAL ANALYSIS 

1. The total project cost is $97.7 million, of which the Asian Development Bank (ADB) will 
finance $89.0 million and the Government of Cambodia will finance $8.7 million. The funds 
will be on-granted to the province to fund wastewater, drainage, and solid waste management 
(SWM) infrastructure in the three cities: Stueng Saen, Serei Saophoan, and Battambang. The 
executing agency will be the Ministry of Public Works and Transport (MPWT). The 
implementing agencies will be the provincial Departments of Public Works and Transport 
(DPWTs) in each province.  

2. The DPWTs will be responsible for the operation and maintenance (O&M) of the 
wastewater and drainage components. In Siemreap and Preah Sihanouk, a semiautonomous 
wastewater unit of the DPWT bills customers directly and receives subsidies from the MPWT 
as required. In Phnom Penh and Battambang, a wastewater fee is included on the water bill 
to capitalize on the utility’s customer base.1 In Stueng Saen and Serei Saophoan, the MPWT 
expects to adapt institutional arrangements like in Siemreap and Preah Sihanouk, but will 
evaluate if the wastewater fee can be collected on the water bill. 

3. SWM has been devolved to city governments, but collection is usually outsourced to a 
private operator, with little monitoring, because of limited funds and human resources. GAEA 
Co. Ltd. and Centri Co. Ltd. are the main private SWM operators in Cambodia, engaged by 
various city governments for SWM services (e.g., collection and transportation to the 
dumpsite). SWM practices are unsatisfactory, with only a very low percentage of solid waste 
collected in many cities, as most households opt out of SWM schemes and do not pay service 
fees. In Phnom Penh, the electricity company collects a monthly SWM fee of $2 per household 
and $5 for others. The sustainability and tariff analysis of the SWM components assume 
institutional arrangements still to be agreed, including agreements with the local electric utility 
to collect the SWM fee on the monthly electricity bill and a private sector SWM operator.  

4. The analysis evaluated the following for each subproject: (i) the recent financial 
performance and financial projections of the DPWTs and city governments, (ii) the financial 
sustainability of operating the infrastructure, including the projected O&M cost for proper 
operation and any subsidies required, and (iii) the affordability of the proposed tariffs for low-
income households (LIHHs).2 Table 1 summarizes the financial due diligence undertaken. 
 

Table 1: Summary of Financial Due Diligence Undertaken 

Component 

Revenue-
Generating 
Potential 

Analysis of 
Tariffs to 

Cover O&M 
Affordability 

Analysis 
Fiscal 

Analysis 

Drainage improvements No No No MPWT and 
DPWTs Wastewater management Yes Yes Yes 

Solid waste management Yes Yes Yes 
Three city 

governments 

DPWT = Department of Public Works and Transport, MPWT = Ministry of Public Works and Transport, 
O&M = operation and maintenance.  

Source: Local governments and project preparatory technical assistance consultants.  

 

A. Fiscal Analysis 

5. Ministry of Public Works and Transport. The government finances more than 97% 
of the MPWT’s annual budget through transfers. Other sources of revenues include revenues 

                                                 
1 The wastewater fee is 10% of the water bill in Phnom Penh and KR100 per cubic meter of water billed in 

Battambang. 
2     ADB. 1994. Framework for the Economic and Financial Appraisal of Urban Development Sector Projects. Manila; 

ADB. 2005. Financial Management and Analysis of Projects. Manila; ADB. 2009. Financial Due Diligence: A 
Methodology Note. Manila. 

http://www.adb.org/Documents/RRPs/?id=50102-002-3


2 
 

relating to state property (including sales and rental) and fines and penalties. A large portion 
of the MPWT’s expenditures are related to investments in infrastructure, followed by external 
services and staff salaries.  

Table 2: Fiscal Revenues and Expenditures of the  
Ministry of Public Works and Transport, 2015–2017 

(KR million) 
Item 2015 2016 2017 

Total Revenue       816,770     1,336,798     2,075,448  
State property revenue          7,098           6,450           4,165  
Sale and/or rental of state property 
revenue         47,527           7,528          18,323  
Fines and penalties          4,610           1,956           3,466  
Financial revenue                 6           2,375                  9  
Other revenue                 7           6,040           8,185  
Subsidy from national government       757,521     1,312,450     2,041,300  

Total Expenditure       816,770     1,336,798     2,075,448  
Investment in infrastructure        484,983     1,249,934     1,265,796  
Purchases          9,312           8,244          20,951  
External services       265,159          55,065        689,034  
Taxes and duties             161             106              430  
Staff salary         57,133          23,423          93,517  
Allowances and social benefits               21                25           5,720  

Source: Ministry of Public Works and Transport 

 

6. Provincial Departments of Public Works and Transport. The government funds 
major capital expenditures of the DPWTs for wastewater and drainage through the MPWT as 
well as funding gaps to cover O&M expenses (e.g., roads, wastewater). The DPWTs’ local 
revenues include the sale and/or rental of properties, fines, and penalties. Major recurrent 
costs are salaries and administrative costs. O&M funds are minimal and are mainly earmarked 
for roads. Table 3 shows the 2015–2017 budget of the three DPWTs. On average, local 
revenues can cover partially the recurrent expenditures of DPWTs: 11% for Kampong Thom, 
10% for Banteay Meanchey, and 17% for Battambang. 

Table 3: Fiscal Revenues and Expenditures of Departments of Public Works and 
Transport, 2015–2017 (KR million) 

 Kampong Thom 
(Stueng Saen) 

Banteay Meanchey 
(Serei Saophoan) 

Battambang 
(Battambang) 

Item 2015 2016 2017 2015 2016 2017 2015 2016 2017 
Revenues             

Sale/rental of properties and 
services  449   337   283   837   721   327   1,759   1,154   423  

National government allocations  7,624   9,012   11,173   5,635   9,592   10,793   20,308   17,892   15,676  

Others  28   26   22   0     0     0     726   490   388  

   Total Revenues  8,100   9,374   11,478   6,472   10,313   11,120   22,794   19,536   16,487  

Expenditures          

Personnel  711   1,074   1,274   1,005   1,311   1,226   2,141   2,418   1,893  

External services (including O&M)  62   161   359   4,150   7,023   4,215   7,930   8,022   7,025  

Others  1,738   1,675   3,431   177   146   93   148   200   158  

   Total Recurrent Expenditures  2,511   2,910   5,063   5,332   8,479   5,534   10,219   10,640   9,077  
   Total Revenue Surplus (Deficit) 

on Recurrent Expenditures  5,590   6,464   6,415   1,140   1,834   5,586   12,575   8,896   7,410  

          

Capital investment  5,590   6,464   6,415   1,140   1,834   5,586   12,575   8,896   7,410  

Note: National government allocations were estimated based on a balanced budget approach. 
O&M: Operations and Maintenance  
Source: Ministry of Public Works and Transport 
 

7. City governments. All three cities are highly dependent on government transfers. In 
2016, local revenues covered an average of 14%–39% of recurrent expenditures, with the 
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balance coming from national government and ministry special allocations (for expenses such 
as street sweeping and solid waste collection in the city public areas), as shown in Table 4.  

Table 4: Fiscal Revenues and Expenditures of the Project Cities 2016 (KR million) 
 Stueng Saen Serei Saophoan Battambang 

Item 2016 2016 2016 
Revenues           
Sale and/or rental of properties and 
services 

 
 121  

  
 440  

  
 517  

 

National government allocations   1,782     1,951     2,784   
Special allocation from Ministry   311     408     566   
Others   16     190     36   
   Total Revenues  2,230    2,990     3,903   

Expenditures          
Personnel   513     751     929   
External services (including O&M)   400     707     760   
Others   93     149     125   
   Total Recurrent Expenditures   1,006     1,608     1,814   
Local Revenue Surplus (Deficit) 
on Recurrent Expenditures 

 
1,224 

 
  

1,382 
 

  
2,089 

 
 

Capital investment  0   0   0  
Transfers to commune  1,224   1,382   2,089  

O&M = operation and maintenance. 
Source: Project cities 

 
B. Sustainability Analysis 

8. Wastewater components—current tariffs and billing. Battambang charges all 
customers connected to the piped water supply system a wastewater fee of KR100 per cubic 
meter (m3) of water billed through the provincial waterworks (PWW).3 No wastewater fees are 
collected at present in Stueng Saen and Serei Saophoan. For this project, the MPWT and the 
DPWTs of Stueng Saen and Serei Saophoan indicated a preference to enter into agreements 
with the local water utility (Kampong Thom PWW for Stueng Saen and Khun Development 
Co. Ltd., a private company that operates water supply services in Serei Saophoan) to collect 
a wastewater fee on the water bill. Both utilities indicated their willingness to do so, although 
no arrangements have been finalized. The MPWT will work with the provincial governments 
and the utilities to assess whether collection of the wastewater fee with the water bill is 
feasible, and what administration fee the utilities will charge for collection.  

9. Wastewater components—financial projections including funding gaps. The cost 
projections assume that annual wastewater and drainage O&M costs will be 1% of capital 
expenditures for Stueng Saen and Serei Saophoan and 2% for Battambang. The assumptions 
for revenues are: (i) for Battambang,4 KR100/m3 of water billed; and (ii) for Stueng Saen and 
Serei Saophoan, a wastewater fee of between 10% and 25% (10% for residents, 20% for 
government and industries, 25% for commercial customers) collected as a surcharge on the 
water bill starting in 2023.5 The assumptions for the water bill are: (i) water tariffs will increase 
10% every 5 years starting in 2022;6 (ii) the volume of water (m3) consumed will stay at the 
2017 level; and (iii) the number of water supply connections will increase by 1%–2% per year.  

                                                 
3 Wastewater revenues are divided as follows: the PWW retains 20% as its collection fee, the provincial 

government retains 30% for public lighting and gardening costs, and the wastewater unit retains 50%. 
4  The current wastewater fee is KR100/m3 (about 7% of the water bill) but the government plans to change this to 

10% of the water bill by 2021. 20% of the fee is retained by the PWW and provincial government. 
5  15% is assumed to be retained by the water utility. Fees are forecasted to increase to between 30% and 40% of 

the water bill by 2042. 
6   Tariff per m3: (i) Stueng Saen: KR1,200 for the first 3 m3 and KR1,500 above 3 m3; (ii) Serei Saophoan: KR1,500 

for the first 3 m3, KR1,700 for the next 7 m3, and KR1,800 above 10 m3; and (iii) Battambang: KR1,200 for the 
first 3 m3 and KR1,500 above 3 m3. 
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10. The projected annual net cash flow (funding gaps) are summarized in Table 5. The 
analysis indicates that full O&M cost recovery can be achieved in 2038 for Stueng Saen and 
Serei Saophoan. The tariff for Battambang has to increase to KR850/m3 of water billed to 
attain full cost recovery by 2042.  

Table 5: Wastewater and Drainage—Projected Revenues, Operation and Maintenance, 
and Funding Gap (KR billion) 

Item 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 

Stueng Saen           
Wastewater fees 0.34 0.37 0.62 0.68 1.06 1.15 1.26 1.87 2.04 2.93 
Wastewater O&M (0.63) (0.67) (0.72) (0.77) (0.82) (0.88) (0.95) (1.01) (1.08) (1.16) 

Drainage O&M (0.25) (0.26) (0.28) (0.30) (0.32) (0.35) (0.37) (0.40) (0.43) (0.46) 

Net cash flow (0.53) (0.57) (0.38) (0.39) (0.09) (0.08) (0.06) 0.46 0.53 1.31 
Funding gap 0.53 0.57 0.38 0.39 0.09 0.08 0.06    

Serei Saophoan            

Wastewater fees  0.43 0.47 0.85 0.94 1.52 1.68 1.86 2.82 3.13 4.56 

Wastewater O&M (1.25) (1.34) (1.43) (1.53) (1.64) (1.76) (1.89) (2.02) (2.17) (2.32) 
Drainage O&M (0.20) (0.21) (0.23) (0.24) (0.26) (0.28) (0.30) (0.32) (0.34) (0.37) 
Net cash flow (1.02) (1.08) (0.81) (0.84) (0.39) (0.36) (0.33) 0.48 0.62 1.87 
Funding gap 1.02 1.08 0.81 0.84 0.39 0.36 0.33    
Battambang            
Wastewater fees  0.60 0.63 1.07 1.11 1.68 1.75 1.82 2.60 2.70 3.70 
Wastewater O&Ma (1.28) (1.37) (1.46) (1.57) (1.68) (1.80) (1.93) (2.06) (2.21) (2.37) 
Wastewater O&Mb (0.99) (1.06) (1.14) (1.22) (1.30) (1.40) (1.50) (1.60) (1.72) (1.84) 
Net cash flow (1.66) (1.80) (1.53) (1.68) (1.30) (1.45) (1.60) (1.07) (1.23) (0.51) 
Funding gap 1.66 1.80 1.53 1.68 1.30 1.45 1.60 1.07 1.23 0.51 

( ) = negative, O&M = operation and maintenance. 
a Based on wastewater and drainage capital expenditure to be funded under this project. 
b Based on wastewater and drainage capital expenditure to be funded by the Provincial Water Supply Sector  
  Project. 
Source: Project preparatory technical assistance consultant’s estimates.  

 

11. Solid waste management components—current private operators and tariffs. In 
the three cities, only 6%–10% of solid waste is collected, as most households opt out of SWM 
schemes and do not pay the private operator any fees. In Stueng Saen and Serei Saophoan, 
GAEA collects and transports solid waste to the dumpsite. About 1,231 customers are served 
in Stueng Saen (including 710 households) while in Serei Saophoan 2,053 customers are 
served (including 1,992 households). In Battambang, Centri collects from about 
5,000 customers (including 3,000 households) and transports the solid waste to the dumpsite. 
Current monthly fees collected by the private operators are KR5,000–KR10,000 for 
households; KR10,000–KR16,000 for government; KR150,000–KR350,000 for commercial; 
and KR440,000–KR5,000,000 for industrial customers.  

12. Solid waste management components—proposed improvements. All provincial 
and city governments want better SWM services. It is assumed that a private operator will 
continue to be responsible for collection and will transport the waste to the new sanitary landfill. 
Both GAEA and Centri have confirmed their interest in continuing to work with the city 
governments and have the capacity to enlarge their truck fleets as long as they are fairly 
compensated. To ensure improved SWM and sustainability, each city will develop a tariff and 
institutional road map to collect enough fees to cover costs and to link compensation to the 
private operator’s performance. The cities have a strong preference to collect SWM fees as a 
surcharge on a utility bill to ensure higher revenue collection from customers.   

13. Solid waste management components—financial projections including funding 
gaps. SWM revenues were projected from 2023 to 2042 assuming that (i) the current SWM 
fee is applied initially for households, but it is collected on the electricity bill (an estimated 95% 
of households are billed for electricity, so this will generate significantly higher revenues for 
the city); (ii) the private operator will directly bill large customers (i.e., markets, schools, 
hospitals); and (iii) SWM fees will increase by 12% every 3 years. The cost projections assume 
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that (i) the electricity company will charge a fee of 15% of the SWM fees; (ii) the annual O&M 
costs of the new landfills will be 1% of capital expenditure; and (iii) the city will use the balance 
net cash flow to pay the private operator for collection and transportation, and this will be 
linked to performance (Table 6).  

Table 6: Solid Waste Management—Projected Revenues and Costs (KR billion) 
Item 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 

Stueng Saen           
SWM fees (households) 0.81 0.94 1.08 1.12 1.30 1.50 1.56 1.80 2.09 2.16 
Landfill O&M (0.19) (0.20) (0.21) (0.23) (0.25) (0.26) (0.28) (0.30) (0.32) (0.35) 
Net cash flow 0.62 0.74 0.87 0.89 1.05 1.24 1.27 1.50 1.76 1.81 
Serei Saophoan            

SWM fees (households) 1.22 1.42 1.65 1.72 2.00 2.32 2.42 2.81 3.27 3.40 
Landfill O&M (0.33) (0.36) (0.38) (0.41) (0.44) (0.47) (0.50) (0.54) (0.58) (0.62) 
Net cash flow 0.89 1.06 1.27 1.31 1.56 1.85 1.91 2.27 2.69 2.78 
Battambang            

SWM fees (households) 2.07 2.38 2.73 2.80 3.21 3.68 3.78 4.33 4.97 5.10 

Landfill O&M (0.40) (0.42) (0.45) (0.49) (0.52) (0.56) (0.60) (0.64) (0.69) (0.74) 
Net cash flow 1.68 1.95 2.27 2.31 2.69 3.12 3.18 3.69 4.29 4.36 

( ) = negative, O&M = operation and maintenance, SWM = solid waste management. 
Source: Project preparatory technical assistance consultant’s estimate. 

 
C. Affordability Analysis 

14. Water, wastewater, and solid waste management fees—affordability analysis. 
Table 7 summarizes projected water, wastewater, and SWM fees for LIHHs from 2023 to 
2038. The total fees are projected to be 2.8%–3.7% of the LIHH’s monthly income.   

Table 7: Projected Monthly Water, Wastewater, and Solid Waste Management Fees of 
Low-Income Households 

Subproject 2023 2026 2029 2032 2035 2038 

Stueng Saen             
Water feesa  17,000 17,000 18,667 20,500 20,500 22,400 
Wastewater fee as % of water bill 10% 10% 15% 20% 20% 25% 
Wastewater fees 1,700 1,700 2,800 4,100 4,100 5,600 
SWM fees 5,000 5,500 6,050 6,660 6,660 7,320 
Total fees as % of LIHH income 3.2% 2.9% 3.0% 3.1% 2.8% 2.8% 

Serei Saophoan 
      

Water feesa 18,000 18,000 20,000 22,000 22,000 24,400 
Wastewater fee as % of water bill 10% 10% 15% 20% 20% 25% 
Wastewater fees 1,800 1,800 3,000 4,400 4,400 6,100 
SWM fees 5,000 5,500 5,500 6,050 6,660 7,320 

Total fees as % of LIHH income 3.4% 3.1% 3.2% 3.2% 3.0% 3.1% 

Battambang       
Water feesa 16,000 16,000 17,333 19,000 19,000 20,800 
Wastewater fee as % of water bill 10% 10% 15% 20% 20% 25% 
Wastewater fees 1,600 1,600 2,600 3,800 3,800 5,200 
SWM fees 5,000 5,500 5,500 6,050 6,660 7,320 
Total fees as % of LIHH income 3.7% 3.4% 3.4% 3.5% 3.2% 3.2% 

LIHH = low-income household, SWM = solid waste management.  
a For monthly consumption of 11 cubic meters.  
Source: Project preparatory technical assistance consultant’s estimates. 

D. Proposed Covenants 

15. Based on the financial analysis, the proposed covenants include (i) a financial 
sustainability road map (including tariff-setting and collection, public private partnership, 
budget allocation and other gap-filling measures) for operation and maintenance of the 
wastewater and solid waste components in each city by the mid-term review of the Project; 
and (b) setting up an appropriate institutional framework or service unit to make the financial 
sustainability arrangement effective prior to physical completion of the facilities.  


