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A. EXECUTIVE SUMMARY 

1. Overall assessment of project financial management risk is moderate. Based on the 
assessment, the key financial management risks identified were: (i) un-insured fixed assets 
(except for vehicle), weak asset monitoring and inventory arrangement; (ii) unrealistic projections 
for budget allocation of revenue and expenditure; and (iii) lack of knowledge/ training in ADB 
procurement and disbursement procedures at the provincial and town levels.  

2. The risk will be mitigated by (i) providing training to Ministry of Public Works and Transport 
(MPWT) and its project management unit (PMU), the provincial government officials and 
provincial Department of Public Works and Transport (DPWT) on fixed asset management 
including linkage to asset preventive maintenance activities, and on ADB procurement and 
financial reporting prior to project start up; (ii) strengthening the capacity of the local governments 
on budget preparation and management, and expenditure prioritization; and (iii) engage a 
financial specialist under the project management consulting service, and a qualified auditor. 
MPWT/PMU and three provincial governments/DPWTs have agreed to implement an action plan 
as key measures to address the deficiencies. 

3. Based on the financial management assessment, the proposed fund flow arrangement is 
to set up two pass-through accounts (one for the loan and one for the grant) at MEF, and two 
advance accounts (one for the loan, and one for the grant) at MPWT. The fund flow will be only 
limited between Ministry of Economy and Finance (MEF) and MPWT, as opposed to the DPWTs, 
to significantly mitigate financial risks. 

4. MPWT has experience with use of Advance Fund and Statement of Expenditure (SOE) 
Procedure under several ongoing projects. The accounts will be opened with the National Bank 
of Cambodia. Signatories are from MEF (Group A) and MPWT (Group B). To expedite bank 
transactions, Group A or B signatories are authorized to withdraw funds from the advance 
account. In the future, advance accounts may be set up at the provincial level (DPWTs) for the 
three PIUs, subject to ADB’s approval. These advance accounts, to be set up when sufficient 
capacity has been established at the PIUs, will support the project’s goal or transforming the PIUs 
into urban service units, while also supporting the government’s decentralization and 
deconcentration program.  

1. Introduction 

5. The FMA was conducted in December 2017 in accordance with the ADB Financial 
Management Technical Guidance Note (May 2015). Primary data were gathered through the FMA 
questionnaire (Appendix A) from the EAs and IAs, and interviews with the relevant government 
officials. Secondary data were taken from the FMA report of previous/other projects1. The FMA 
covered the following aspects: (i) organization and staff capacity; (ii) information management; 
(iii) funds flow arrangement; (iv) safeguard of assets; (v) strengths and weaknesses; (vi) 
accounting policies and procedures; (vi) audit; and (vi) project financial reporting system.  

2. Project Description 

6. The project outcome is urban services improved in participating cities. The participating 
cities are Battambang (Battambang Province), Serei Saophoan (Banteay Meanchey Province) 
and Stueng Saen (Kampong Thom Province).   

                                                 
1 TA-9192 REG: Fourth Greater Mekong Subregion Corridor Towns Development Project 
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7. The project shall comprise three outputs:  

8. Output 1: Urban Services Improved. Construction of wastewater treatment plants and 
separate sewerage networks, drainage networks, controlled landfills, public toilets, and free 
latrines for poor households. 

9. Output 2: Institutional Effectiveness Improved. Consultant support for project 
management, capacity development for staff, and support to establishment of urban service units.  

10. Output 3: Policy and Planning Environment Improved. Preparation of urban 
development strategy and master plans, and road map for financial sustainability of project 
investments. 

3. Country and Sector Financial Management Issues 

11. Several financial management issues were identified in the Country Partnership Strategy 
for Cambodia for 2014 to 2018. In public financial management, the issues include: (i) 
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 
development partner funded projects; (ii) uncertainty, delays and inadequate delegation of 
functions to sub-national administration (SNA) will postpone the build-up of capacity in the SNA 
(districts and towns);  (iii) internal audit and internal controls are improving, but remain weak and 
may increase fiduciary risks and lead to less effective and transparent business processes and 
practices, including for procurement; and (iv) external audit capacity is improving, but remains 
weak with the National Audit Authority’s (NAA) capacity gradually strengthened, but still 
inadequate to provide effective oversight of public expenditures.2 

12. A joint country portfolio performance review identified the following key project 
implementation issues: (i) weak implementing capacity of executing agencies, particularly in 
project management, procurement, and financial management; (ii) lack of delegation of authority 
to project management units; (iii) project implementation start-up delays; and (iv) poor project 
preparation.1  

13. Public Financial Management Reform Program. The RGC launched a comprehensive 
Public Financial Management Reform Program (PFMRP)3 in 2004. The program was originally 
designed to be completed by 2015, but has now been extended to 20254. This multi-stage reform 
program targets four platforms of achievement, namely: (i) more credible budget; (ii) effective 
financial accountability; (iii) affordable and prioritized policy agenda; and (iv) effective 
performance accountability.  The reform program focuses on the critical activities which will 
enable the achievement of the key objectives. These are: (i) introducing budget entities, to enable 
delegation of budget responsibility; (ii) improving annual and medium term budget preparation 
and linking to policies; (iii) making the processes of budget execution more efficient; (iv) extending 
and improving the budget classification and chart of accounts, to enable more effective record 
keeping and budgetary control; (v) introducing the Financial Management Information System 
(FMIS) into the central and provincial treasuries; and (vi) introducing effective internal audit into 
ministries.  

                                                 
2 Source: Country Partnership Strategy: Cambodia 2014-2018. November 2014. 
3 Royal Government of Cambodia. Public Financial Management Reform Program–Strengthening Governance 

Through Enhanced Public Financial Management. Phnom Penh. 2004. 
 4  Based on information from CARM.   
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14. Aside from ADB, The World Bank is also assisting the RGC to complete the reform 
program. Under the Cambodia PFM Modernization Project, satisfactory progress has been made 
on the implementation of the revenue mobilization strategy, resulting in substantially improving 
domestic revenue to 18.5% of GDP in 2015, up from 15.1% of GDP in 2013. The project continued 
good progress towards achievement of FMIS Phase 1 implementation. The FMIS is now capable 
of providing government finance managers a wealth of information to manage and deploy 
government financial resources across various programs, projects and spending units. Because 
the system now operates at both the central and provincial levels, information can be retrieved 
directly from the system on the amounts and number of transactions being paid through FMIS5. 

4. Project Financial Management System 

15. Organization and Staff Capacity. The EA has implemented projects funded by bilateral 
and multilateral funding agencies. Some of the ADB funded projects include: Primary Road 
Restoration Project; Flood Damage Emergency Rehabilitation Project; Provincial Roads 
Improvement Project; Road Asset Management Project; Southern Coastal Corridor Project; and 
2ND Greater Mekong Subregion Corridor Towns Development Project, the implementation of 
which is on-going. The MPWT has an existing PMU implementing on-going projects. Decision will 
be made later if it will be necessary to create a new PMU to implement this project. The three IAs 
have, in the past, coordinated with other government agencies in implementing externally funded 
projects but were not directly involved in the project implementation. The project implementation 
unit (PIU) is still to be formed in Kampong Thom, Banteay Meanchey and Battambang provinces. 
The DPWTs in Banteay Meanchey, Battambang and Kampong Thom have finance and 
accounting permanent staff that can be nominated to the PIU but needs to be augmented by 
additional staff to effectively implement the project. The existing staff need training on ADB’s loan 
disbursement and reporting procedures. The project’s implementation arrangement is in Table 1. 

Table 1: Implementation Arrangements 

Aspects Arrangements 
Implementation period January 2019 - December 2023. 
Estimated completion date  31 December 2023  
Estimated loan/grant closing date 30 June 2024 
Management 

(i)  Oversight body Secretary of State, MPWT (chair); Ministry of Land Management, 
Urban Planning and Construction, Ministry of Economy and 
Finance, Ministry of Interior, Ministry of Environment, Tonle Sap 
Authority (members).  

(ii)  Executing agency MPWT 
(iii)  Key implementing agencies DPWT in each province. 
(iv)  Project management unit  General Department of Public Works in MPWT, 8 staff  
(v) Project implementation unit  DPWT in each province, with 9 staff each 

 

16. Information Management and Reporting. The PMU uses an off-the-shelf financial 
software (Sage 50 Accounting Premium). The software can generate financial reports 
automatically. The three PIUs will use Excel spreadsheet for the project financial report 
preparation. The project financial reporting will be based on MEF’s FMM and ADB Loan 
Disbursement Handbook. 

                                                 
5 Cambodia PFM Modernization Project. The World Bank. March 2017. 
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17. Funds Flow Arrangement. Based on the financial management assessment, the 
proposed fund flow arrangement is to set up two pass-through accounts (one for the loan and one 
for the grant) at MEF, and two advance accounts (one for the loan, and one for the grant) at 
MPWT. MPWT has experience with use of Advance Fund and Statement of Expenditure (SOE) 
Procedure under several ongoing projects. The accounts will be opened with the National Bank 
of Cambodia. Signatories are from MEF (Group A) and MPWT (Group B). To expedite bank 
transactions, Group A or B signatories are authorized to withdraw funds from the advance 
account. In the future, advance accounts may be set up at the provincial level (DPWTs) for the 
three PIUs, subject to ADB’s approval. Refer Annex 2.  

18. Safeguard of Assets. Currently, Cambodia does not define what constitute a fixed asset 
but in practice, goods purchased with a life of more than 12 months is capitalized. MEF has no 
established system on fixed asset accounting and asset condition monitoring. Except for motor 
vehicles, fixed assets are not insured. The provincial level record keeping is not regular and they 
are not being updated. 

19. Strength and Weaknesses. MPWT/PMU had gradually developed their capacity to 
properly handle the loan and grant proceeds through implementation of several projects. 
Kampong Thom, Banteay Meanchey and Battambang provincial government have implemented 
and/or implementing projects funded by international financial institutions. However, their PIUs 
are not directly involved with the project. Opportunities for MPWT/PMU is that the extended period 
of the PFMRP, i.e. 2025, will correspond to the project implementation period of 2019–2023. One 
of the activity targets is “introducing effective internal audit into ministries”, where MPWT is one 
of the key ministries to be supported by the program. 

20. Financial Policies and Procedures. The PMU and PIU’s accounting policies and 
procedures will be based on the Cambodia National Accounting Standard, MEF Standard 
Operating Procedure and Procurement Manual for Externally Financed Projects/Programs 
(SOP/PMEFP) in Cambodia and MEF’s Financial Management Manual (FMM).  

21. Internal and External Audits. MPWT has an internal audit department (IAD) established 
under the Sub-decree no. 196/ANKR/BK dated 9 December 2005. The IAD is responsible for 
preparing the audit plan to be approved by the Minister of MPWT and to conduct the audit of the 
departments at the MPWT and the DPWT at the provinces. Externally, MPWT is audited by the 
NAA, which conducts audit of government projects, including technical and financial. Project 
accounts will be audited by an independent auditor. The audit is performed in accordance with 
the International Standards of Auditing. External auditors will be selected in accordance with the 
MEF’s SOP/PMEFP in Cambodia, that requires the government to engage qualified audit firm 
every 3 years based on the quality and cost-based selection. At the provincial level, DPWTs have 
no internal audit section.  

22. Budgeting.  At the provincial level, the office of finance and planning of the DPWT 
prepares the annual budget (counterpart funds) based on the guidelines and budget program 
issued by the MEF.  Any variations from the approved budget needs advance approval before it 
can be implemented. Actual expenditures are compared with the budget and are reported 
periodically. 

5. Risk Description and Rating 

23. The risks identified from the Country Partnership Strategy preparation and the project 
specific risks, and their risk assessment and mitigation measures, are in Table 2. The overall risk 
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is considered moderate in light of the proposed funds flow arrangements, which is limited to the 
executing agency at the central level.  

 
Table 2: Risk Assessment and Management Plan 

Risk description Impact Likelihood 
Overall Risk 
Assessment 

Mitigation measures/ 
Responsibility Timeline 

Inherent Risk      
The Standard Operating 
Procedure for externally 
financed projects in 
Cambodia (May 2012) 
stipulates that assets must 
be subject to careful asset 
management, but in 
practice there is no regular 
monitoring/ inventory. 
There is a risk of loss of 
asset due to poor 
maintenance. 

High Likely Substantial 

Update Fixed Asset 
Book every year during 
and after project 
implementation.  
 

Train government staff 
in fixed asset 
management including 
linkage to asset 
preventive 
maintenance activities. 

Within 3 
months after 
the end of 
each fiscal 
year.  

Total Inherent Risk   Substantial  
Control Risk     
Internal audit–Lack of 
internal audit system in the 
provincial governments 
and DPWTs 

Low Likely Moderate 

Strengthen external 
audit by MEF and 
MPWT/ PMU ensuring 
to engage the qualified 
auditor under the 
project.  

 
External audit will be in 
accordance with 
international auditing 
standards. 

 
 
 

- By Q4 2019 
 
 
 
 
 
- Throughout 

the project 

DPWT/PIU staff lack 
training on ADB 
disbursement and 
reporting procedure 

Low Likely Moderate 

- Sub-accounts will not 
be established at the 
start of the project but 
may be established in 
the future once PIUs 
have been assessed 
to have sufficient 
capacity. The PMU 
will use a project 
financial management 
system developed 
under previous ADB 
projects and will be 
responsible for all 
procurement. The 
PMC will build 
capacity at the PIUs. 

- By Q4 2019 

Information systems–
Improper record keeping 

Low Likely Moderate 
- MEF and 
MPWT/PMU ensure 

- By Q4 2019 
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or mistakes because of the 
excel-based financial 
management system in 
the provincial 
governments, and  
DPWTs 

to engage the 
qualified audit 
company under the 
project 

- PMU and PIUs will 
undertake regular 
backups of all 
financial, accounting 
and project related 
data and appropriate 
security measures 
over backed-up data 
shall be in place. 

 
 
 
- Throughout 

the project 

Total Control Risk   Moderate   
Overall Risk   Moderate   
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APPENDIX A: FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE 
 

Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

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

The Ministry of Public 
Works and Transport 
was established by 
decreed by the Royal 
Government of 
Cambodia (RGC) no. 
NS/RKM/0196/03 
dated 24 January 1996 
and by sub-decree no. 
216 ANKR/ BK dated 
13 October 2016. 

Project Management Unit 
was established by MPWT 
under its PRAKAS to 
manage externally 
financed projects funded 
by ADB, EDCF and 
others. 

  

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

Not Applicable (NA) NA NA   

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

NA NA NA   

1.4 Has the entity implemented an 
externally-financed project in the 
past? If yes, please provide details. 

Yes. Projects were 
financed by ADB, The 
World Bank, 
Government of 
Australia, Japanese 
International 
Cooperation Agency, 
Export-Import Bank of 
Korea under 
management of 
Economic 
Development 
Cooperation Fund, and 

The PMU has completed 
the following projects: 
IMSSRP EDCF KHM7, 
PTIP ADB L2735 and 
MTDP ADB L1969; and is 
currently implementing the 
following projects: SCTDP 
ADB L2983, L8265, 
G0334 & G0335; 
IUEMTSP ADB L3311, 
L8295, G0454; GMS 
CTDP-2 L3314; and 
IMSSRP EDCF No, KH18.  

The DPWT has some experience in project coordination with ADB, WB and JICA 
funded projects, but not full implementation of externally financed projects.  

For 
DPWT/PIU, 
lack of 
experience/tra
ining may 
result to 
delays in 
project start 
up.  

                                                 
6 The responses to this questionnaire describe the existing situation in the Project Management Unit 2 (PMU2) of General Department of Public Works/ MPWT under its 
present legal status, structure and staffing.  

7 Since the PIUs are not yet established, some responses refers to the DPWT. 
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

Import-Export Bank of 
China 

1.5 Briefly describe the statutory 
reporting requirements for the entity. 

Minister of MPWT reports to the Prime Minister of 
the RGC. 

The Director reports to the provincial governor and Minister of MPWT.  

1.6 Describe the regulatory or 
supervisory agency of the entity. 

The entity is to report to the Prime Minister The entity is to report to the governor and Minister of MPWT.  

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 independent. 

The PIU is to report to the EA/ PMU. Yes, it is independent.  

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 current organizational structure and details of 
key management personnel of MPWT is attached in 
Annex 1A. Yes, it is appropriate.  
 

The current organizational structure of the DPWT is attached in Annex 1B. The PIU 
shall be established at the start of the project implementation. 

 

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

Yes. 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). 

Yes. It follows the Statute for Civil Servants.  

1.10 Describe (if any) any historical 
issues reports of ethics violations 
involving the entity and 
management. How were they 
addressed? 

No issues related to ethics violations involving the 
entity and management were reported. 
 

No issues related to ethics violations involving the entity and management were 
reported. 

 

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

The proposed project funds flow arrangements is shown in Annex 2.  

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

Yes, but partially satisfactory.  
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

entity and to the end-recipients 
satisfactory? 
2.3 Are the disbursement methods 
appropriate? 

Yes, they are appropriate.   

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

The transfers of the RGC’s fund to the project from MEF and by General Department of National Treasury (GDNT) seem to take a long time.  Delay in 
payment of 
contractors 
resulting to 
delay in work 
progress at 
the sites. 
 

2.5 In which bank will the Imprest 
Account (if applicable) be 
established? 

National Bank of Cambodia (NBC) or Foreign Trade 
Bank (FTB). 
 

Acleda Bank PLC, a commercial bank based in the province.  

2.6 Is the bank in which the Imprest 
account is established capable of − 

• Executing foreign and local 
currency transactions? 

• Issuing and administering 
letters of credit (LC)? 

• Handling a large volume of 
transaction? 

• Issuing detailed monthly 
bank statements promptly? 

 
 
 
Yes.  
 
 
Yes.  
 
 
Yes. 
 
 
Yes.  

 
 
 
Yes.  
 
 
Yes.  
 
 
Yes. 
 
 
Yes.  

 
 
 
Yes.  
 
 
Yes.  
 
 
Yes. 
 
 
Yes.  

 
 
 
Yes.  
 
 
Yes.  
 
 
Yes. 
 
 
Yes. 

 

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

Yes, it is according to SOP and FMM for Externally 
Financed Projects of MEF and ADB’s LDH. 

NA NA  NA  

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

Yes, it does.  Yes, the proposed Directors  for PIU has some work experience with ADB, but Project 
Accountants for the PIUs have no experience implementing ADB project. 

 

2.9 Does the PIU have adequate 
administrative and accounting 
capacity to manage the Imprest fund 

Yes, it does. The PMU follows ADB’s LDH and 
FMM. 

Yes, but their capacity is still limited even though they have never worked for some 
ADB funded projects since they only have some coordinating work with these project.  

Lack of 
experience/tra
ining may 
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

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. 

result to 
delays in fund 
disbursement
s. 

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 made in US 
Dollars.   

No, it isn’t.  No, it isn’t.  No, it isn’t.  

2.11 How are the counterpart funds 
accessed? 

These fund are included in the annual government budget and are disbursed through the standard government procedure.   

2.12 How are payments made from 
the counterpart funds? 

First, the PMU of the EA has to request the MEF to open the bank account with NBC. After the bank account is opened, the PMU prepares 
the estimate of the expenditure for the first six months based on the agreed budget between the RGC and the ADB. This is then submitted to 
the MEF for approval. The approved amount is deposited to the bank account to finance the project disbursements. These funds are 
replenished in accordance with the government proceudures.  

 

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 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 
labour or material), are proper 
guidelines and arrangements 
formulated to record and value the 
labour or material contributions at 
appraisal and during 
implementation? 

NA  

3. Staffing      
3.1 What is the current and/or 
proposed organizational structure of 

The organizational chart (simplified) of the PMU 
showing the finance group is attached in Annex 3A.  

The proposed organizational chart of PIUs is attached in Annex 3B.  
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

the accounting department? Attach 
an organization chart. 
3.2 Will existing staff be assigned to 
the project, or will new staff be 
recruited? 

PMU will use existing staff and recruit three 
additional staff: one finance officer and two finance 
assistant at the start of the project. 

The staff member of DPWT will be assigned to the PIU based on a Prakas to be 
issued by MPWT.  

 

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

Qualifications of existing finance officer is shown in 
Annex 4. The job descriptions and requirements are 
as stated in Standard Operating Procedures (SOP) 
for Externally Financed Projects/ Programs. 

The TOR and minimum qualifications of the PIU project accountant is attached in 
Annex 5.   

 

3.4 Is the project finance and 
accounting function staffed 
adequately? 

No. The staffing is based on the Financial 
Management Manual (FMM) for the externally 
financed projects/ programs for the current status, 
but not for the upcoming projects. 

NA NA  NA  

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

Yes. NA NA  NA  

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

Yes. NA NA  NA  

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

The staff will be hired until the end of the project. The staff will be hired until the end of the project.   

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

One finance officer and two finance assistants will 
be recruited at the start of the project 
implementation. 

Project Accountant for PIU at the start of the project.     

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. 

The job tile, responsibilities, and qualifications of the 
finance officer and finance assistant are attached in 
Annex 6 and 7.  
 
 

NA NA  NA  

3.10 Does the project have written 
position descriptions that clearly 

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

Yes. This is clearly stated in the SOP for Externally Financed Projects /Programs.  
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

define duties, responsibilities, lines 
of supervision, and limits of authority 
for all of the officers, managers, and 
staff? 
3.11 What is the turnover rate for 
finance and accounting personnel 
(including terminations, resignations, 
transfers, etc.)? 

Very low turnover for the last 15 years. None  None   None  

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

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

The staff can attend the relevant training when available.   

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, Training of Trainer Program for 
FMM. Evaluation of Project Completion Report, 
ADB’s LDH, and Procurement for Consulting 
Service. 
 

Public financial management, public program budget preparation, public procurement  

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? If not, what 
accounting system will be used for 
the project? 

Yes. The project will use the accounting system 
based on FMM and ADB’s LDH.  

No. The project will use the accounting system based on FMM using Excel 
spreadsheet that will be established at the start of the project.  
 

 

4.2 Are controls in place concerning 
the preparation and approval of 
transactions, ensuring that all 

Yes. These procedures are clearly stated in the 
FMM. 

Yes. These procedures are clearly stated in the FMM.  
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Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

transactions are correctly made and 
adequately explained? 
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. It is based on FMM and MEF’s Prakas.  
 

Yes. It is based on FMM and MEF’s Prakas.  

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

Yes.  NA NA  NA  

4.5 Are the General Ledger and 
subsidiary ledgers reconciled 
monthly? Are actions taken to 
resolve reconciliation differences? 

Yes. NA NA  NA  

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 for at least 1 year after 
ADB receives the audited project 
financial statements for the final 
accounting period of 
implementation, 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. 

FMM guidelines will be followed.  

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

None. None. None.  None  

Segregation of Duties      
4.8 Are the following functional 
responsibilities performed by 
different units or persons: 

Yes. Yes. Yes.  Yes  
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(i)    authorization to execute a 
transaction;  
(ii)   recording of the transaction;  
(iii) custody of assets involved in the 
transaction;  and  
(iv) reconciliation of bank accounts 
and subsidiary ledgers? 
4.9 Are the functions of ordering, 
receiving, accounting for, and 
paying for goods and services 
appropriately segregated? 

Yes.  
 
 
 

Yes. Yes.  Yes  

Budgeting System      
4.10 Do budgets include physical 
and financial targets? 

Yes. Yes. Yes. Yes.  

4.11 Are budgets prepared for all 
significant activities in sufficient 
detail to allow meaningful monitoring 
of subsequent performance? 

Yes. Yes. Yes.  Yes.  

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

Yes. Yes. Yes.  Yes.  

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

In advance. In advance. In advance.  In advance.   

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

All variations need prior approval. All variations need prior approval.  

4.15 Who is responsible for 
preparation, approval and 
oversight/monitoring 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.   

For the government budget, the office of finance and planning of the DPWT prepares 
the budgets which are  to be approved by MEF and monitored by MPWT.   
 

 

4.16 Describe the budget process. 
Are procedures in place to plan 
project activities, collect information 

The budget is processed in accordance with the 
SOP and FMM. 

The government budgets, the budgets must be prepared based on the guidelines of 
the budget program issued by MEF.  
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from the units in charge of the 
different components, and prepare 
the budgets? 
4.17 Are the project plans and 
budgets of project activities realistic, 
based on valid assumptions, and 
developed by knowledgeable 
individuals? 
 

 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. 
 
 
 
 
 
 
 
Yes, it happens. They are dealt with based on the 
FMM. 
 
 
 
 
 
No. 
 
 
 
 
 
No, as it is processed in consultation with MEF and 
DP.  
 

Yes. 
 
 
 
 
 
N.A. 
 
 
 
 
 
 
No. 
 
 
 
 
 
N.A. 
 
 

 

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 

Yes. Yes. Yes.  Yes.  
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the receiving reports? (iv) Checking 
the accuracy of calculations? (v) 
Checking authenticity of invoices 
and supporting documents? 
4.19 Are all invoices stamped PAID, 
dated, reviewed and approved, 
recorded/entered into the system 
correctly, and clearly marked for 
account code assignment? 

Yes. Yes. Yes.  Yes  

4.20 Do controls exist for the 
preparation of the payroll? Are 
changes 
(additions/deductions/modifications) 
to the payroll properly authorized? 

Yes, controls exist because the payroll is based on (i) 
the number of project staff as stated in MPWT’s Prakas 
and (ii) the salary supplement is based on MEF’s 
decision. 

Yes. Yes.  Yes.  

Policies And Procedures      
4.21 What is the basis of accounting 
(e.g., cash, accrual) followed (i) by 
the entity? (ii) By the project? 

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

Cash accounting basis.  Cash accounting basis.  Cash accounting basis.  

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 (CAS), based on 
International Accounting Standards and International 
Financial Reporting Standards. 

CAS, based on International Accounting Standards and International Financial 
Reporting Standards. 

 

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

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

Yes. 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 regularly 
and for the project activities? 

Yes.  Yes. Yes.  Yes.  

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

Yes. Yes. Yes.  Yes.  



18 
 

Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

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

Yes. These are stated in the SOP, FMM and PM; 
ADB’s LDH; and WB’s Disbursement Procedures.  

Yes. These are stated in the SOP, FMM and PM; ADB’s LDH; and WB’s 
Disbursement Procedures. 

 

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. These are stated in the SOP, FMM, and PM.  Yes. These are stated in the SOP, FMM, and PM.  

4.28 Are manuals distributed to 
appropriate personnel? 

Yes.  Not yet. Not yet.  Not yet.  

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. 

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. 

Project Director  Director and Chief Accountant.  

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

Yes.  Yes. Yes.  Yes  

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, controls exist. 

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

 

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, bank accounts are reconciled on a monthly 
basis. Cash on hand is physically verified daily or 
weekly depending on the movement of cash. 

Yes, bank accounts are reconciled on a monthly basis. Cash on hand is physically 
verified daily or weekly depending on the movement of cash. 
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4.34 Are all reconciling items 
approved and recorded? 

Yes.  Yes. Yes.  Yes.  

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

Yes. Yes. Yes.  Yes.  

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

No.  No. No.  No.  

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. 

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. The ceiling of petty cash is not exceeding 
US$1000 based on the FMM.  

NA NA  NA  

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 
 

NA NA  NA  

Safeguard over Assets      
4.40 What policies and procedures 
are in place to adequately safeguard 
or protect assets from fraud, waste 
and abuse? 

The policies and procedures are clearly stated in 
FMM. 

The policies and procedures are clearly stated in FMM.  

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. The register is updated every six months. Yes, 
register record ownership of assets.  

Yes. The register, based on FMM, should be updated once a year. However, not all 
local governments do this regularly. Yes, the register contains ownership of assets.  

May result to 
loss of asset 
due to poor 
monitoring 
and 
maintenance 

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

Yes. Yes. Yes.  Yes.  

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

Yes. Yes. Yes.  Yes.  
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assets, inventories and stocks 
appropriately labelled? 
4.44 Are the physical inventory of 
fixed assets and stocks reconciled 
with the respective fixed assets and 
stock registers, and discrepancies 
analysed and resolved? 

Yes. If a discrepancy is found, it will be immediately 
resolved and the relevant party(s) informed. 

Yes. If a discrepancy is found, it will be immediately resolved and the relevant 
party(s) informed. 

 

4.45 Describe the policies and 
procedures in disposal of assets. Is 
the disposal of each asset 
appropriately approved and 
recorded? Are steps immediately 
taken to locate lost, or repair broken 
assets? 

They are stated in the FMM. They are stated in the FMM.  

4.46 Are assets sufficiently covered 
by insurance policies? 

Motor vehicles are covered by insurance. For other capital assets, 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. 

For the assets purchased, they shall be managed and maintained based on the asset management as stated in the FMM.   

Other Offices and Implementing 
Entities 

     

4.48 Describe any other regional 
offices or executing entities 
participating in implementation. 

NA NA NA  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  NA  NA  NA   

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

NA  NA  NA  NA  

4.51 Does information among the 
different offices/ implementing 

NA  NA  NA  NA   
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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? 
4.52 Are periodic reconciliations 
performed among the different 
offices/implementing agencies? 
Describe the project reporting and 
auditing arrangements between these 
offices and the main 
executing/implementing agencies. 

NA  NA  NA  NA   

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  NA  NA   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. Yes. Yes.  Yes.  

4.55 If contract records are 
maintained, does the agency 
reconcile them regularly with the 
contractor? 

Yes. Yes. Yes.  Yes.   

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, 

There is an arrangement to report to the Project 
Director or head of the EA, MPWT and to the 
General Department of Public Procurement, MEF 
and copied to Department of Cooperation and Debt 
Management, MEF. Advise has been made. 

There is an arrangement to report to the Project Director or head of the EA, MPWT 
and to the General Department of Public Procurement, MEF and copied to 
Department of Cooperation and Debt Management, MEF. 
 

 



22 
 

Topic Response Potential 
Risk Event 

Agencies Ministry of Public Works and Transport / PMU6 Bantey Meanchey 
DPWT7 / PIU 

Battambang 
DPWT / PIU 

Kampong Thom 
DPWT / PIU 

 

waste or misuse of project 
resources or property? 
5. Internal Audit      

5.1 Is there an internal audit (IA) 
department in the entity? 

Yes. It was established by Sub-decree no. 
196/ANKR/BK dated 9 December 2005 by the RGC. 
The internal audit department (IAD) is repsonsble to 
prepare audit plan to be approed by the Minister of 
MPWT to coduct the audit of the departments at the 
MPWT and the DPWT at the provinces. 

No.  

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

IAD is composed of 21 staff: 3 with degree of civil 
engineer, 10 with bachelor degree of Business 
Administration; and 8 with Master Degree. 
 

NA  

5.3 To whom does the head of the 
internal audit report? 

The Director of IAD reports to Minister of MPWT. NA  

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

It will include projects in its annual work program 
only after it has been trained on how to audit 
projects. 

NA  

5.5 Are actions taken on the internal 
audit findings? 

Yes, around 25% to 95% of the findings identified by 
IAD have been implemented depending on 
commitment of departments, provincial departments, 
and public enterprises. 

NA  

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

The IAD can conduct the internal audit on 
departments, provincial departments, and public 
enterprises of MPWT. The internal audit program is 
developed to check effectiveness, efficiency and 
economy of the entity, the responsibilities of 
financial reports, the compliance with laws, policies, 
orders, and procedures. It is developed based on 
the Public Auditing Standard for Cambodia 

NA  

5.7 Is the IA department 
independent? 

Yes. NA  

5.8 Do they perform pre-audit of 
transactions? 

Yes. NA  

5.9 Who approves the internal audit 
program? 

The Minister of MPWT. NA  

5.10 What standards guide the 
internal audit program? 

Law on audit of Cambodia, Sub-decree on 
establishment and organization of internal audit of 

NA  
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ministries, entities, public enterprises, Sub-decree 
on establishment of Internal Audit Department of 
MPWT, and work program of IAD. 

5.11 How are audit deficiencies 
tracked? 

The deficiencies are tracked in the table containing 
the current year findings and prior year findings to 
ensure the actions are taken to rectify these 
deficiencies. 

NA  

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

Most of the employees have been working for IAD 
around 7 years. 

NA  

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

No. NA  

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

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

NA  

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

No. NA  

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)? 

All of staff of IAD except the Director have never 
been trained on SOP, FMM, PM, ADB’s LDH, and 
WB’s Disbursement Guidelines. 

NA  

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 after 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 

It is conducted according to the Public Auditing Standard for Cambodia and International Standards of Supreme Audit Institutions.  
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Supreme Audit Institutions, or 
national auditing standards? 
6.4 Were there any major 
accountability issues noted in the 
audit report for the past three years? 

No. No. No.  
 No.  

 

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

Yes, if they wish or they can write a letter to the audit committee headed by the Minister.  

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-
audit engagements, relative to the 
value of audit services? 

No. No. No.  No.  

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

No. No. No.  No.   

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. Yes. Yes,  Yes.  

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. No. No.  No.  

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? 

Only external auditor(s) to be appointed by MEF under a bundled audit arrangement.  

6.11 Are there any 
recommendations made by the 
auditors in prior project audit reports 

None. NA 
 

NA NA  
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or management letters that have 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 NAA. 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? Have these 
been agreed and discussed with the 
EA and the auditor? 

No. This will be done during project implementation.  

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

NA NA NA NA  

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)? 

The terms of reference for the external auditor will require knowledge of ADB’s guidelines and procedures including LDH.  

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

None. NA NA NA  

 [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, the past audit reports were complete.  
 
No, all material issues were addressed. 

NA NA  NA  

7. Reporting and Monitoring      
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7.1 Are financial statements and 
reports prepared for the entity? 

Yes. Yes. Yes. Yes.  

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

Yes. NA NA NA  

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

The financial statements have to be prepared in 
monthly, quarterly and annual basis according the 
FMM. 

Monthly and quarterly reports.   

7.4 Does the entity reporting system 
need to be adapted for project 
reporting? 

Yes, the financial reports are generated from 
computerize accounting system and exported into 
spreadsheet for the further modification before the 
approval from PM and PD. 

Yes. MS Word and Excel are used at present.  

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 established according to FMM. NA NA NA  

7.6 Are financial management 
reports used by management? 

Yes. Yes. Yes. Yes  

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

Yes. Yes. Yes. Yes  

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 are prepared by using data 
from the computerized accounting system.   

The financial reports are prepared using MS Word and Excel.  

7.9 Does the financial 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 

Yes. 
 

No. No. No  
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the physical data may not 
synchronize with the financial data? 
7.10 Does the entity have 
experience in implementing projects 
of any other donors, co-financiers, 
or development partners? 
 

Yes. 
 

No. No. No.  

8. Information Systems      

8.1 Is the financial accounting and 
reporting system computerized? 

Yes, the accounting system is computerized and the 
financial reports are prepared automatically.  

No. No. No.  

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

The software is off-the-shelf. Sage 50 Accounting 
Premium – licensed version 2017. 

NA NA NA  

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

The computerized software can be shared.  NA NA NA  

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? 

They are integrated by the Finance Officer and 
reviewed by Financial Management consultant.  

NA NA NA  

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? 

Yes. NA NA NA  

8.6 Can the system automatically 
produce the necessary project 
financial reports? 

Yes, but needs further modification.  NA NA NA  

8.7 Is the staff adequately trained to 
maintain the computerized system? 

Yes, but not in advanced level. NA NA NA  

8.8 Do the management, 
organization and processes and 
systems safeguard the 

Yes. NA NA NA  
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confidentiality, integrity and 
availability of the data? 
8.9 Are there back-up procedures in 
place? 

Yes. NA NA NA  

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

It is backed-up in a computer and copied into 
external hard disk drives and kept in the safe. 

NA NA NA  
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ANNEX 1A: ORGANIZATIONAL CHART OF MPWT 
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ANNEX 1B: ORGANIZATIONAL CHART OF PROVINCIAL DPWT 
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ANNEX 2: FUNDS FLOW  
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ANNEX 3A: ORGANIZATIONAL CHART OF PMU 

 
 

 

 
 

 

I.  

II.  

 

 

 

 

 

Note:  
 
1. Finance Officer 1 is currently assigned to manage SECTDP and IUEMTSP1 
2. Finance Officer 2 is currently assigned to manage CTDP-2 and LSGTW 
3. The Finance Assistant (FA) 1 has recruited as an individual consultant under IUEMTSP1 

and FA 2 is proposed to be recruited  
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ANNEX 3B: PROPOSED ORGANIZATIONAL CHART OF PIU 
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ANNEX 4: QUALIFICATIONS OF THE EXISTING FINANCE OFFICERS 1 AND 2 

 
FINANCE OFFICER 1 
 
Education 

• Master of Transport   
 
Trainings/Workshops 

• Standard Operating Procures (SOP) 
• Financial Management Manual (FMM) 
• Procurement Manual (PM) 
• ADB’s Loan Disbursement Handbook  
• Accounting Software in Peachtree  

 
Work Experience 

• Technical Staff of Ministry of Planning 
• Director, Ministry of Public Works and Transport 
• Finance Officer, ADB-funded projects such as ADB L1725, L1969, L2983, and ADB 

3311, and Korean Exim Bank funded project, EDCF KHM-7 
 
 
FINANCE OFFICER 2 
 
Education 

• Bachelor of Accounting   
 
Trainings/Workshops 

• Standard Operating Procures (SOP) 
• Financial Management Manual (FMM) 
• Procurement Manual (PM) 
• ADB’s Loan Disbursement Handbook  
• Accounting Software in Peachtree  

 
Work Experience 

• Technical Staff of Ministry of Planning 
• Finance Officer, World Bank funded project, IDA3822 and ADB-funded projects such as 

ADB L3314, ADB G7193 
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ANNEX 5: TERMS OF REFERENCE AND QUALIFICATION FOR PROJECT ACCOUNTANT (PA) 

 
The PA’s responsibilities will include, but not to be limited to: 
 

• Support Finance Manager (FM) in overall management of, maintaining internal control 
of and monitoring the integrity of the Designated Account of IDA and others if any, and 
project petty cash Imprests including preparation of monthly reconciliations of the  IAs in 
accordance with Financial Management Manual (FMM), Standard Operation Procedures 
(SOP), and Procurement Manual (PM) for the Externally Funded Projects; 

• Assist FM in preparing, cheques,  transfer orders, liquidation of advances and monthly 
reconciliation statements;  

• Assist FM in preparing withdrawal applications, process contract payment certificate, 
contract register, together with the relevant supporting documents including Statement 
of Expenditures (SOE) or Summary Sheet (SS) ; submitting them to MPWT and MEF for 
approval;  and updating payment tracking of WA registers 

• Assist FM in preparing and consolidating the budget/disbursement plan based on the 
procurement plan for the approval of the project management, MEF, and the ADB for 
the reliable implementation of the annual work plans; 

• Assist FM in preparing and consolidating the budget/disbursement plan based on the 
procurement plan for the approval of the project management, MEF, and the DPs for the 
reliable implementation of the annual work plans; 

• Record daily financial transactions in the accounting system in accordance with Financial 
Management Manual (FMM); 

• Support FM to prepare necessary documents for internal and independent audits; 
• Assist FM in managing equipment, machines and furniture of project and other assets 

listed in the fixed assets tracking book according to FMM; 
• Assist Finance Manager/Project Manager/Project Director in the preparations of PMU3 

for Project Reviews by DPs; and arranging meetings, and workshop, and seminar; 
• Prepare, manage and update Project documents in an appropriate way; and 
• Implementing other duties as assigned by Finance Manager /Project Manager/ Project 

Director. 
 
 

Qualification Requirements: 
 

• Bachelor’s Degree in Financial Accounting or Equivalent; 
• At least two years of work experience in financial management, experience with externally 

funded projects (ADB, WB or other funded projects); 
• Good knowledge of any Accounting Software; 
• Familiarity with RGC such as SOP, FMM, and PM; 
• Demonstrated ability to consult and work cooperatively with others; and 
• Fluent in spoken and written Khmer and English.  
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ANNEX 6: TERMS OF REFERENCE AND QUALIFICATION FOR FINANCE OFFICER 
(FO) 

The FO’s responsibilities will include, but not to be limited to: 
 

• Overall management of, maintaining internal control of and monitoring the integrity of the 
Imprest Account of DPs, and project petty cash Imprests including preparation of monthly 
reconciliations of the IAs in accordance with Financial Management Manual, Standard 
Operation Procedures (SOP), and Procurement Manual (PM) for the Externally Funded 
Projects; 

• Overall management of accounting staff 
• Ensuring all fund receipts and expenditures are authorized in line with established 

financial procedures and Financing Agreement with proper supporting documents and 
are properly recorded in accounting software; 

• Setup, updating, and maintaining the computerized accounting system when necessary; 
• Review withdrawal applications, process contract payment certificate, contract register,  

together with the relevant supporting documents including Statement of Expenditures 
(SOE) or Summary Sheet (SS) ; submitting them to MPWT and MEF for approval;  and 
updating payment tracking of WA registers; 

• Management of and reporting the update of all the contracts of civil works, goods, and 
consultants to the project management on a monthly basis; 

• Review Monthly, Quarterly, Annual Financial Management Reports (FMRs) and 
submitting them to Project Manager, Project Director, MEF and to DPs; 

• Monitoring project cash flow and taking appropriate actions to ensure both safe and 
efficient management of funds;  

• Preparing and consolidating the budget/disbursement plan based on the procurement 
plan for the approval of the project management, MEF, and the DPs for the reliable 
implementation of the annual work plans; 

• Preparing the project financial statements for the audit by the external auditors and 
monitoring audit results, management response and resolution of issues arising from 
audits if any; 

• Maintaining, updating, and periodically counting the inventory in according to the FMM, 
and preparing a periodic report of purchase/disposal of the property; 

• Ensuring that the project complies at all times with the SOP, FMM, PM, Financing 
Agreement, DPs’ Disbursement Guidelines; and 

• Assisting Project Manager/Project Director in the preparations of PMU3 for Project 
Reviews by DPs; and arranging meetings, and workshop, and seminar. 

 
 
Minimum Qualification Requirements  
 

• Bachelors Degree in Accounting or Financial Management or Equivalent; 
• At least 5 years of work experiences in financial management, experience with externally 

funded projects (ADB, WB, or other DP funded projects); 
• Good knowledge of any Accounting Software;  
• Familiarity with RGC guidelines and procedures such as SOP, FMM, and PM; and 
• Fluent in spoken and written Khmer and English.  
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ANNEX 7: TERMS OF REFERENCE AND QUALIFICATION FOR FINANCE ASSISTANT (FA) 

 

The FA’s responsibilities will include, but not to be limited to: 

- Support Finance Officer (FO) and Financial Management Specialist (FMS) in overall 
management of, maintaining internal control of and monitoring the integrity of the 
Imprest Account of ADB and others if any, and project petty cash Imprests including 
preparation of monthly reconciliations of the IAs in accordance with Financial 
Management Manual (FMM), Standard Operation Procedures (SOP), and 
Procurement Manual (PM) for the Externally Funded Projects; 

- Assist FO/FMS in preparing, cheques, transfer orders, liquidation of advances and 
monthly reconciliation statements;  

- Assist FO/FMS in preparing withdrawal applications, process contract payment 
certificate, contract register, together with the relevant supporting documents including 
Statement of Expenditures (SOE) or Summary Sheet (SS); submitting them to MPWT 
and MEF for approval; and updating payment tracking of WA registers 

- Assist FO/FMS in preparing and consolidating the budget/disbursement plan based on 
the procurement plan for the approval of the project management, MEF, and the Asian 
Development Bank for the reliable implementation of the annual work plans; 

- Assist FO/FMS in preparing and consolidating the budget/disbursement plan based on 
the procurement plan for the approval of the project management, MEF, and the DPs 
for the reliable implementation of the annual work plans; 

- Record daily financial transactions in the accounting system in accordance with 
Financial Management Manual (FMM); 

- Support FO/FMS to prepare necessary documents for internal and independent audits; 
- Assist FO/FMS in managing equipment, machines and furniture of project and other 

assets listed in the fixed assets tracking book according to FMM; 
- Assist FO/FMS/Project Manager/Project Director in the preparations of PMU for 

Project Reviews by DPs; and arranging meetings, and workshop, and seminar; 
- Prepare, manage and update Project documents in an appropriate way; and 
- Implementing other duties as assigned by Finance Officer/Financial Management 

Specialist /Project Manager/Project Director. 
 
 

Qualification Requirements 

The FA must meet the following minimum requirements: 

- Bachelor Degree of Financial Accounting or Equivalent; 
- At least 3 year of working experiences with minimum two years of work experience in 

financial management, experience with external funding projects (ADB, WB or other 
funded projects); 

- Good knowledge of any Accounting Software of Sage 50; 
- Familiarity with RGC such as SOP, FMM, and PM; 
- Demonstrated ability to consult and work cooperatively with others; and 
- Fluent in spoken and written Khmer and English.  
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ANNEX 8: TERMS OF REFERENCE FOR EXTERNAL AUDITORS 

For Projects Funded under Loans/Grants from Asian Development Bank  
 
1.  Purpose of the Audit 
 
The objective of the audit of the financial statements of each Project is to enable the auditor 
to express a professional opinion on the financial position of the Projects set in separate list 
of the funds received and expenditure incurred during the year/period then ended as well as 
an opinion on the statements of receipts and expenditure and the Imprest Accounts of the 
Project (as attached in appendix 1). The auditor will also be required to express a professional 
opinion on the compliance with the covenants of the Loan/Grant Agreement. 

 
A management letter will also be provided by the audit firm, which will contain an opinion of 
the auditor on the financial management accounting and internal control systems of the entity, 
with recommendations for any changes needed to improve performance.  
 
2.  Scope of the Audit  
 
The audit will be carried out in accordance with International Standards of Auditing and will 
include such tests considered necessary in order to provide sufficient evidence that gives 
reasonable assurance that the financial statements are free from material misstatement 
whether caused by fraud or other irregularity or error. The auditor should state in the audit 
report if the audit was not in conformity with any of the above and indicate the alternative 
standards or procedures followed. 
 
The audit should cover income and expenditure having been made through imprest account, 
reimbursement, direct payment and commitment. 
 
Special attentions are required on: 

• Verify that expenditure claimed under the statement of expenditure is in compliance 
with the accounting records 

• The project’s accounts have been prepared in accordance with consistently applied 
International Accounting Standards and give a true and fair view of the financial 
situation of the project and of resources and expenditure for the year ended on that 
date. 

• Comprehensive assessment of the adequacy and effectiveness of the accounting and 
overall internal control system to monitor expenditure at all level of the project and 
other financial transaction. Comprehensive assessment of the adequacy and 
effectiveness of the regular cash reconciliations and petty cash management. 

• Determine the eligibility of expenditure in line with provisions of the Loan Agreement. 
Where ineligible expenditure were included in the statement of expenditure was 
included in the reports, these should be noted separately by the auditors. 

 
The goods, works and services financed have been procured transparently, competitively and 
in accordance with the procurement plan loan agreement and relevant Procurement Manuals 
approved. The transactions are properly justified and all supporting documents are available.  
 
A review of the fixed assets procured. The auditor will also specifically review if the allocation 
of project vehicles has been undertaken and is being utilized in accordance with the relevant 
Loan/Grant agreement. 
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Compliance with Standard Operations Procedures, Financial Management Manual and 
Procurement Manual 
 
MEF and ADB can request access to the auditors unedited audit working papers. 
 
 
3. Methodology 
 
In response to the terms of reference, a methodology will be proposed by the audit firm. The 
methodology should address as a minimum: 
 

• Compliance with ISA 
• Understanding of the environment and key areas of audit risk for the project 
• Audit planning and the role that the client is expected to play in this process 
• The proposed audit teams experience (VERY IMPORTANT) 
• The resources to be allocated to the audit to address the risks identified 
• The approach to field work (i.e. gathering of evidence to support assertions to be made 

in the audit opinions) 
• Quality assurance arrangements (including mechanisms for the client to be involved 

in this process) 
• Timetable for completion of the audit work. 

 
4. The Audit report 
 
The auditors’ reports on the project’s financial statement should include at least the following 
matters:  
 

• The audit report will state the purpose of the report and its intended use 
• Accounting standards that have been applied and indicate in the project’s financial 

statements and indicate the effect of any deviations from those standards. 
• The audit standards that were applied (International Standards on Auditing) 
• The audit opinion is required to cover both the current period and the cumulative period 

since commencement of the project 
• The audit opinion will state whether or not the financial statements present fairly the 

financial position and transactions for the project in accordance with the accounting 
standards. 

 
5. Management Letter 
 
The auditors must prepare and submit a management letter at the completion of the audit and 
the management letter should address as a minimum the following: 
 
Any material weaknesses in the accounting and internal control system which were identified 
during the audit. 
 
Significant matters raised in previous reports which have not been dealt with effectively. 
Matters which have come to the auditor’s attention during the course of the audit which might 
have a significant impact on the implementation of the Project. Any other matter which the 
auditor considers should be brought to the attention of the MEF and ADB. At least the following 
topics/issues should be included: 

• The effectiveness of the internal control system in providing project management with 
useful and timely information for corrective action 

• The general effectiveness of the internal controls system in asset management and 
maintenance 
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• The effectiveness of the internal control system in ensuring compliance with laws, 
regulations and financing agreements 

• Any identified weaknesses in the internal control environment, including the auditors 
assessment of the impact on the project and recommendations for remedial action 

• Where the internal controls are not reliable, the auditor will provide details of the 
assessment and the alternative methods employed to gain assurance over the 
accuracy and completeness of the financial statements. (IMPORTANT) 

• The adequacy of procurement and contract filing systems (IMPORTANT) 
 
 
6. Exit conference 
 
Upon completion of the field work, the auditor will hold an exit conference with the project 
management. The exit conference will give the auditor an opportunity to obtain managements 
comments on the accuracy and completeness of the auditors’ findings, conclusions, and 
recommendations. Issues discussed and/or raised in the exit conference should be properly 
documented and includes in the audit work papers. 

 
The audit firm will also organize a wrap-up session for MEF and ADB to share common 
findings across projects being audited and provide recommendations for addressing 
bottlenecks in preparation for the next audit. (IMPORTANT) 
 
7. Accounting and Reporting Standards 
 
The financial and administrative internal controls and checks must be considered. Systems of 
internal controls and checks, including internal audit, must be reviewed and evaluated. This 
process will determine the degree of reliance that can be placed upon the existing 
arrangements, and the extent of testing that needs to be performed by the auditor.  
 
8. Staffing and Qualifications 
 
The audit firm must submit its personnel schedule and price quotation per project 
(IMPORTANT) 
 
Curriculum vitae (CVs) must be provided in the bid submission, including a list of who would 
be responsible for providing the opinions and reports, together with the CVs of managers, 
supervisors and key personnel to be involved in the audit work.  
 
CVs of proposed auditors should include audit experience carried out by these staff, including 
ongoing assignments.  
 
The audit firm must notify the MEF every time the auditor substitutes a staff member. 
 
The auditors need to be impartial and independent from any aspects of management or 
financial interest in the EA/IA under audit.  
 
Auditors are required to disclose any relationship likely to compromise their independence in 
their bid proposal. 
 
The Auditor shall have the right of access to banks and depositories, consultants, contractors 
and other persons or firms engaged by the project. In case access has been restricted, the 
auditor must note this in the management letter. 
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9. Deliverables and Timing 
 
Five sets of the financial statements and the associated audit report and management letters 
in English shall be delivered to each EA and a set provided to Ministry of Economic and 
Finance, and two sets to ADB no later than six months after the end of the financial period to 
which the audit refers. 
 
It is expected that the financial statements, prepared by the Project, will be ready for audits 
before the end of February and that the audit will be completed by the end of March. The 
auditor will plan and conduct audit fieldworks to ensure that the audit reports are completed 
within 8 weeks of upon commencement of the final audit.  

 
The audit firm will retrieve confirmed ADB disbursements through the LFIS/GFIS database. 
No separate ADB Confirmation Letter in confirmed disbursements will be provided. MEF will 
provide the audit firm with access to LFIS/GFIS (VERY IMPORTANT). 
 


