
Agricultural Value Chain Competitiveness and Safety Enhancement Project (RRP CAM 50264) 
 

FINANCIAL MANAGEMENT ASSESSMENT 
 
1.1 INTRODUCTION 
 
1. This financial management assessment (FMA) report was prepared in accordance with 
the Asian Development Bank (ADB) technical guidance note for financial management and 
analysis (FMA, May 2015). This FMA incorporates the financial management internal control and 
risk management assessment required by the ADB guidelines. FMA preparatory activities 
included reviewing documents, interviewing staff of government agencies, consultants, 
beneficiaries and other stakeholders, and completed with inputs from other references through 
desk studies. The assessment occurred in August 2019 to July 2020.  
 
2. The purpose of this FMA is to determine the robustness of the accounting, financial 
controls and internal and external audit arrangements, and the capability of the executing and 
implementing agencies to meet all the fiduciary requirements which will be set out in the loan 
agreement, and other project documents. The FMA has assessed executing and implementing 
agencies and financial arrangements, financial responsibilities and perceived financial risks and 
risk management. This FMA also provides guidance to the executing and implementing agencies 
for mitigation measures to ensure the effective project performance, following country laws and 
regulations as well as ADB’s requirements.  
 
3. This FMA updates the FMA done on the Ministry of Agriculture, Forestry and Fisheries 
(MAFF) in 2012 and 2018, respectively1. An FMA questionnaire for Ministry of Economy and 
Finance (MEF) has been conducted in July 2020.   Updated FMA questionnaires for the executing 
agency and implementing agencies are presented in Annex 1-3.   
 
1.2 BRIEF PROJECT DESCRIPTION 
 
4. The proposed Agricultural Value Chain Competitiveness and Safety Enhancement Project 
in Cambodia is included in ADB’s Country Operations Business Plan for Cambodia, 2019–2021. 
The project aims to increase value addition for six competitive agricultural value chains in the 
provinces of Oddar Meanchey, Preah Vihear, Siem Reap, Kampong Thom, Kampong Cham and 
Tboung Khmum. The focus will be on cassava, mangos, cashew nuts, vegetables, and poultry. 
The project will increase value addition by facilitating investment and market linkages among key 
actors in these value chains, through the provision of (i) finance, (ii) public services and 
infrastructure, and (iii) farm-to-market roads. 
 
5. Project outputs will be (i) Agricultural value chain financing enhanced; (ii) Agricultural value 
chain linkage and safety strengthened; and (iii) Agricultural value chain connectivity enhanced.  
 
6. The project is estimated to cost $110.06 million as indicated in Table 1. Further details of 
the cost and financing plan are given in the project administration manual (PAM).  
 

 
1 The 2012 and 2018 updates of the financial management assessment (FMA) on Ministry of Agriculture, Forestry and 

Fisheries (MAFF), Project No. REG43120 and Project No. 48409-002, respectively.  

http://www.adb.org/Documents/RRPs/?id=50264-002-3
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Table 1: Financing Plan 

Source 
Amount 
($ million) 

Share of Total 
(%) 

Asian Development Bank   
Ordinary capital resources (concessional loan) 70.00 63.6 
ASEAN Infrastructure Fund (concessional loan) 5.00 4.5 
Japan Fund for Poverty Reduction (grant) 3.00 2.7 

Agence Française de Développement (loan)a 25.00 22.7 
Government 7.06 6.4 

Total 110.06 100.0 
a Excludes administration fees and other charges as may be deducted pursuant to the cofinancing agreement. Partially 

administered by ADB. 
Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank. 
 
7. Implementation Arrangements. The implementation arrangements are summarized in 
Table 2 and further detailed in PAM.  
 

Table 2: Implementation Arrangements 
Aspects Arrangements 
Implementation period March 2021–February 2027 
Estimated completion date 28 February 2027 (loans) 

28 February 2025 (JFPR grant) 
Estimated loan and grant 
closing date 

31 August 2027 (loans) 
31 August 2025 (JFPR grant) 

Management 
(i) Oversight body Project steering committee (chair: secretary of state, MAFF; cochair: secretary of state, 

MEF; members: representatives from MRD, MOC, MISTI, MOE, and NBC) 
(ii) Executing agency MAFF 
(iii) Key implementing 

agencies 
Output 1: MEF (GDFI) with PFIs (Sathapana Bank and ARDB) 
Output 2: MAFF (AIDOC, CARDI, DAI, DEAFF, DPS, GDA, GDAHP) 
Output 3: MRD (GDTA) 

(iv) Implementation unit Overall project: PMU under MAFF 
output 1: PIU under GDFI, MEF; output 2: PIU under MAFF;a and output 3: PIU under 
GDTA, MRD 

Procurement OCB-International 8 contracts  $36.54 million 
OCB-National multiple contracts $4.75 million 
Request for Quotations 13 contracts $2.16 million 
OCB (JFPR Financing) multiple contracts $2.53 million 

Consulting services QCBS 80:20 3 contracts (1,404 person-months) $7.55 million 
ICS 5 contracts (184 person-months) $1.09 million 

Advance contracting (i) Recruitment of consultants for the PMU and each of the three PIUs for outputs 1, 2, 
and 3; (ii) procurement of works contracts for improvement of farm-to-market roads; 
and (iii) procurement of vehicles. 

Disbursement The ADB, AFD, and AIF loans and JFPR grant proceeds will be disbursed following 
ADB's Loan Disbursement Handbook (2017, as amended from time to time) and 
detailed arrangements agreed between the government and ADB. 

ADB = Asian Development Bank; AFD = Agence Française de Développement; AIDOC = Agriculture Information and 
Documentation Center; AIF = ASEAN Infrastructure Fund; ARDB = Agricultural and Rural Development Bank; CARDI 
= Cambodian Agricultural Research and Development Institute; DAI = Department of Agro-Industries; DEAFF = 
Department of Extension for Agriculture, Forestry and Fisheries; DPS = Department of Planning and Statistics; GDA = 
General Directorate of Agriculture; GDAHP = General Directorate of Animal Health and Production; GDFI = Generate 
Department of Financial Industry; GDTA = General Directorate of Technical Affairs; ICS = individual consultant 
selection; JFPR = Japan Fund for Poverty Reduction; MAFF = Ministry of Agriculture, Forestry and Fisheries; MEF = 
Ministry of Economy and Finance; MISTI = Ministry of Industry, Science, Technology, and Innovation; MOC = Ministry 
of Commerce; MOE = Ministry of Environment; MRD = Ministry of Rural Development; NBC = National Bank of 
Cambodia; OCB = open competitive bidding; PFI = participating financial institution; PIU = project implementing unit; 
PMU = project management unit; QCBS = quality- and cost-based selection. 

https://www.adb.org/documents/loan-disbursement-handbook
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a The main function of the PIU under MAFF for output 2 will be technical, while the administrative function will be 
undertaken by the PMU. 

Source: Asian Development Bank. 
 
1.3 COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 

 
A. Public Financial Management Environment 

  
8. In 2014, the second governance risk assessment was conducted by ADB as part of ADB’s 
country partnership strategy (CPS) 2014–2018. The assessment indicated gradual progress in 
strengthening public financial management (PFM), mainly from the government’s Public Financial 
Management Reform Program (PFMRP).   
 
9. Under ADB’s current CPS 2019-2023, support for governance will continue to focus on 
PFM for greater transparency and accountability of public expenditures.  The government credits 
ADB with helping to sustain its PFM reform progress and sequence complex reforms. The new 
CPS plans to continue the ongoing strategic PFM and capacity-building activities with the Ministry 
of Economy and Finance and other selected ministries. Important areas of support include 
implementation of a new Budget System Reform Strategy, 2018–2023; the Subnational 
Administration Budget System Reform Strategy (2019-2025); the Revenue Mobilization Strategy, 
2019–2023; work on public investment management,  and updating of the financial management 
information system including extension to subnational levels of government.2 
 
10. CPS 2019-2023 identifies the main governance fiduciary risks as those relating to: (i) poor 
financial management, (ii) inadequate procurement systems and capacity, and (iii) weak 
anticorruption institutions. Financial transparency remains weak at both central and subnational 
levels because of partial implementation of the financial management information system, 
underdeveloped budget policy links, and weak internal and external controls. The capacity to 
implement laws remains weak, with widespread use of noncompetitive procurement methods, no 
independent procurement regulator or anticompetition commission, and low identification and 
prosecution of procurement irregularities. There are two procurement oversight and regulatory 
bodies under the MEF; the Department of Public Procurement and the Department of International 
Cooperation and Debt Management for externally financed projects. For externally financed 
projects, the procurement regulations are well developed but implementation capacity remains 
weak. The government is in the initial stages of assessing the requirements for establishing a 
single procurement regulatory agency. 
 
11. Under CPS 2019-2023, and in coordination with other development partners, ADB will 
continue to support the government (i) update standard operating procedures and manuals for 
financial management and procurement to improve the fiduciary controls, and (ii) build the 
capacity of ministries and government agencies. ADB will encourage the development of an 
electronic procurement system once an independent procurement regulatory agency is 
established. ADB is also supporting the establishment of an electronic procurement accreditation 
system. For financial management, ADB and other development partners have supported the 
alignment of the National Financial Reporting Standards with the International Public Sector 
Accounting Standards (IPSAS). The government has submitted a draft road map of its plans and 
commitments to transition toward the IPSAS. Measures under the CPS include (i) developing 
financial management manuals and disseminating them to more provinces, (ii) improving 

 
2 ADB. October 2019.  Country Partnership Strategy, Cambodia 2019-2023 – Inclusive Pathways to a Competitive Economy. 
Manila. 
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Cambodia’s accounting framework, and (iii) providing technical support for Cambodia’s 
compliance with IPSAS. 
 
12. In addition to measures at the central government level, ADB operations will mainstream 
good governance practices, especially in financial management, procurement, and combating 
corruption, in all projects at the local government level. ADB’s decentralization support will be 
targeted to address problem areas in project implementation. 
 
B. The Public Financial Management Reform Program3 

 
13. The government has been implementing reforms to improve governance, public sector 
management, and public services. The Rectangular Strategy IV (RSIV)4 for Growth, Employment, 
Equity and Efficiency (2019-2023), implemented through the National Strategic Development 
Plan (2019-2023), has included PFM, decentralization and deconcentration, public administration, 
and legal and judicial matters. Both PFM and decentralization and de-concentration reforms have 
made steady progress in recent years. Public administration reform has emerged with a clearer 
and more substantive agenda, while progress in legal and judicial reform has been more 
moderate.  
 
14. The PFMRP has been implemented in four stages since 2005. Some important challenges 
in budget credibility and accountability have been addressed under stages 1 and 2 respectively, 
while remaining work in these areas will be continued under stage 3 (budget-policy linkages). 
Overcoming further weaknesses in these areas and in performance accountability (stage 4) to 
improve public services is the priority of the government reform agenda.  
 
C.  PFM Systems Performance Assessment 
 
15. The second Public Expenditure and Financial Accountability (PEFA) performance 
assessment for Cambodia was conducted in 2015 and served as a basis for formulating the action 
plan for continued PFMRP implementation and tracking progress since the first PEFA assessment 
in 2010.5  Salient findings of 2015 PEFA assessment are presented below. 
 
16. Overall, the government systems showed strong performance (scores of A and B) on 
aggregate budget outturns for both revenue and expenditure, on transparency in inter-
governmental fiscal relations and in orderliness and participation across government in the annual 
budget formulation process. 
 
17. Most of the PFM functions reflected in the remaining government performance indicators 
showed significant weaknesses (score C and D), although sub-systems represented by individual 
indicator dimensions indicated strengths in many narrower, functional areas (in 15 of the 
remaining 24 government indicators). 
 
18. In general, the donor practice indicators indicate significant weaknesses i.e. low levels of 
support to or trust in the functioning of government systems from development partners. 
 

 
3 ADB. 2016. Inclusive Financial Sector Development Program (Subproject 1. 44263-013). Manila.   
4 Government of Cambodia. 2018. Rectangular Strategy for Growth, Employment, Equity, and Efficiency, Phase IV. 
 Phnom Penh. 
5 Government of Cambodia. 31 December 2015. Report of the Evaluation on the Public Financial Management System 
of Cambodia based on Public Expenditure and Financial Accountability Methodology; General Secretariat of Steering 
Committee of the Public Financial Management Reform.  Phnom Penh. 
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19. Specific assessment findings on the impact of PFM Strengths and Weaknesses include 
among others: 
 

(i) Aggregate Fiscal Discipline. 
 
Good performance on the budget outturns has been assisted by realistic revenue 
forecasting, particularly for tax revenue, and a revenue administration able to bring in 
planned revenue.  The budget preparation process has been orderly and timely.  Budget 
execution reports are produced monthly. Cash flow planning and reliable information for 
line ministries on which to plan their expenditure commitments are also performing well. 
Good oversight of public enterprises (PEs) and communes/sangkats has ensured that 
such entities have not required unplanned demands on government resources. 
 
On the other hand, weaknesses remain in many PFM system elements which are 
important for ensuring aggregate fiscal discipline. Revenue administration systems do not 
ensure effective registration of taxpayers, or control of their tax liabilities and significant 
levels of tax arrears are outstanding with little progress in reducing them. The lack of an 
effective tracking system for invoices for goods and services means that the extent and 
trajectory of arrears on payments to suppliers is not known.  And, poor predictability in the 
disbursement of budget support from international development partners remains. 
 

(ii) Strategic Allocation of Resources. 
 
PFM systems strengths include the orderly and participatory approach to the annual 
budget formulation, including a timely and well organized legislative review as well as 
reliable and timely information provided on the transfers to communes and sangkats, 
which prepare their own budgets independently. 
 
PFM systems do not well support strong policy-budget links in resource allocation as 
strategic sector planning remains weak, except for health and education, resulting in weak 
links to selection of capital investment projects and lacking consideration of the recurrent 
budget implications of completed projects.  Also, the medium-term expenditure framework 
is not fully developed and integrated into the budgeting process, with clear links from one 
budgeting cycle to the next except for budget aggregates.   
Furthermore, monitoring of budget allocations and their use is undermined by the lack of 
a unified chart of accounts which reflects classifications based on sector, function and 
program and lack of detailed reporting on implementation of externally funded projects 
which constitute three quarters of public investments as well as weak systems available 
to track to what extent resources reach service delivery units.   
The system is also subject to frequent and significant in-year reallocations, facilitated by 
extensive powers given to the Minister of MEF by legislation.  As a result, the actual 
allocation of resources during budget execution tends to deviate significantly from the 
policy intent reflected in the government’s budget proposals, which are usually approved 
by the legislature with only very minor amendments. 
 

(iii) Efficient Service Delivery. 
 
The high level of predictability in funds available to line ministries and agencies during 
budget execution and to communes/sangkats support efficient service delivery. It is 
uncertain, however, how strong the system would perform in the case of major shocks 
affecting aggregate revenue intake, as the commitment control systems are incomplete.   
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Of particular concern for efficient use of resources is the poor performance of monitoring 
and transparency of the procurement systems as well as the lack of an independent 
complaints body.  Combined with significant delays in paying suppliers for goods and 
services resulting in increased prices to cover financing of outstanding invoices, the 
government is unlikely to generate good value for money on much of its expenditure.  
Deficiencies in the internal control systems as well as limited effectiveness of the external 
oversight functions, despite timely and orderly reviews by the legislature, and low extent 
of public transparency reinforces the view that much could be done to improve efficiency 
in use of public resources. 
 

(iv) Integrity of Fiscal Information. 
 
The assessment of many of the performance indicators referred to above rely on the fiscal 
data available. However, this fiscal data may not always be reliable. Some of the 
performance indicators help to understand the integrity of the available fiscal information.   
 
In this respect, a number of weaknesses should be noted. Apart from incomplete coverage 
of government operations by budget documentation and failure to comprehensively 
monitor expenditure arrears, weaknesses are found in the data reconciliation and 
reporting functions. Furthermore, significant weaknesses have also been identified in the 
functions that are supposed to regularly monitor the comprehensiveness and accuracy of 
revenue and expenditure records and lead to mitigation of control weaknesses, including 
the internal audit function, and the response to external audits. 
 

1.4 PROJECT FINANCIAL MANAGEMENT SYSTEM 
 

A. Overview  
 
1.  Project Oversight 

 
20. A Project Steering Committee (PSC) will provide project oversight. The PSC will be 
chaired by the Secretary of the Ministry of Agriculture Forestry and Fisheries (MAFF) and co-
chaired by the Ministry of Economy and Finance (MEF) with representatives from the Ministry of 
Rural Development (MRD), Ministry of Commerce (MOC), Ministry of Industry, Science, 
Technology and Innovation (MISTI), and Ministry of Environment (MOE). 
 

2.  Executing and Implementing Agencies.  
 
21. MAFF is the executing agency (EA) in close coordination with MRD and MEF. The General 
Department of Financial Industry (GDFI) of MEF will serve as the implementing agency (IA) for 
Output 1. Seven MAFF and its affiliated agencies [i.e., The General Directorate of Agriculture 
(GDA) , General Directorate of Animal Health and Production (GDAHP) , Department of Extension 
for Agriculture, Forestry and Fisheries (DEAFF), Department of Agro-Industry (DAI), Department 
of Planning and Statistics (DPS), the Agriculture Information and Documentation Center (AIDOC), 
and Cambodian Agricultural Research and Development Institute (CARDI)] will serve as the IAs 
for Output 2. The General Directorate of Technical Affairs (GDTA) of MRD will serve as IA for 
Output 3. 
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22. MAFF will establish a project management unit (PMU) and a project implementation unit 
(PIU) for Output 2. MEF will establish a PIU for Output 1 under GDFI. MRD will establish a PIU 
for Output 3 under GDTA.  
 
23. PMU will be responsible for overall project planning, coordination and management, 
procurement, financial management, and project monitoring and reporting (e.g., safeguards 
compliance). The PMU will comprise a project director (the head of PMU), a project manager, and 
additional staff all from MAFF (i.e., an administration officer, a financial officer, a procurement 
officer, safeguards officers for social and environment, a gender officer, a monitoring and 
evaluation [M&E] officer, and a support staff). The PIU for Output 2 will comprise technical officers 
from MAFF’s GDA, DAI, GDAHP, DEAFF, DPS, AIDOC, and CARDI. The PMU will be responsible 
for administrative matters of the PIU for Output 2. The PIU for Output 1 will comprise a project 
director, a credit line manager, a credit guarantee fund manager, a credit analyst, an 
administration officer, a safeguards officer for social and environment, an accounting officer, and 
a support staff. The PIU for Output 3 will comprise a project director, a civil engineer, a financial 
officer, an administration and accounting officer, safeguards officers for social and environment, 
a procurement officer, and a support staff.  
 
24. At the provincial level, the Provincial Department of Agriculture, Forestry and Fisheries 
(PDAFF) and Provincial Department of Rural Development (PDRD) will be coordination and 
support agencies working with guidance and technical support from relevant national 
departments. As PDAFF and PDRD are not envisioned to play a direct role in project 
management, procurement and/or financial disbursements, or other financial transactions, under 
the project, they have not been included in this FMA review.   
 
25. For the purposes of project coordination and support, a provincial project implementation 
unit (PPIU) will be established in each of the six target provinces. The PPIU will be chaired by the 
director of PDAFF and comprising representatives of PDRD and PDAFF staff related to 
Cooperatives, Agricultural Extension, Animal Health and Production and/or other concerned 
offices. PDRDs will be responsible for coordination and support related to all/any farm roads and 
connectivity to agricultural cooperatives.  
 
26. Executing and implementing agencies follow three key documents: (i) the government’s 
May 2012 Standard Operating Procedures (SOP);(ii) the Financial Management Manual (FMM); 
and (iii) the Procurement Manual with two volumes for the externally financed projects/programs 
(2012), as updated from time to time).6  
 

3.  Organization and Staff Capacity  
 
27. The assessment reveals that the executing and implementing agencies, PMU, and PIUs 
have experience to deal with projects funded by other development partners including ADB. Their 
experiences include program loans, investment loans and various technical assistance projects. 
They have adequate internal control systems and financial reporting arrangements, not only for 
their regular budget and expenditure management, but also for other development partner-funded 
projects. Additional capacity development support particularly on financial management and 
procurement to properly implement and comply with ADB procedures will further improve their 
capacity in these areas.  PPIUs have the requisite technical and administrative capacity to provide 

 
6 Ministry of Economy and Finance (MEF): SOP, FMM and PM of Volume I and II- May 2012 for the Externally Financial 
Projects/Program issued the Sub-Decree no. 74ANK.BK of Cambodia on 22 May 2012   
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non-financial technical coordination, support and reporting functions during project 
implementation.   Figure 1 shows the organizational structure of the project.  
 

Figure 1 Project Organizational Structure 

 
 

 
28. The PMU will be reporting to the Secretary of State of MAFF. The PMU will update the 
project steering committee on implementation progress. The project manager (full time) will be 
reporting to the project director of the PMU. Directors of MRD and MEF-appointed Administrator 
for AVCL-CL, ECL-CL and CGF will report to their respective General Directorate of Technical 
Affairs and appointed Administrator, who then will coordinate with the project manager in PMU.  
 

5.  Budgeting and Funds Flow Arrangements  
 
29. In recent years, MAFF, MRD and MEF have been undergoing intensive capacity 
development to improve their public financial management. MAFF and MRD are two of the 
ministries implementing ADB’s Public Financial Management for Rural Development Program, 
Subprogram 2 (PFMRDP 2).7 Under subprogram 2 of the project, the capacity building of these 
rural development ministries have been supported in budget preparation and execution, financial 
management and accounting, procurement, internal audit development, and in monitoring and 
evaluation. As a result, a number of capacity building training on PFM have been implemented 
including: (i) 3-rolling public investment plan; (ii) preparation and monitoring of entity budget and 
program budgets; (iii) SOP; (iv) FMM; (v) IT programs, i.e. Microsoft Outlook, Microsoft Project, 
and Advance Excel; (vi) Accounting Program of Government (Chart of Accounts); (vii) audit of DP 
programs; (viii) internal audit; and (ix) Audit Management and Accounting Software of Sage 50.  
 
30. The PMU is required to prepare budgets for significant activities as stated in the loan 
agreement and project administration manual with sufficient details to allow meaningful monitoring 

 
7 ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant for 
Subprogram 2, and Grant Assistance to Cambodia for Public Financial Management for Rural Development Program. 
Manila. Grant agreement was signed on 22 October 2010.   
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of the subsequent performance. The actual expenditures are required to be compared with the 
budgets. Any variation budget between the actual expenditure and budgets are required to be 
justified. The detailed budget preparation for the project is stated in the FMM.  
 
31. The fund flows are arranged and disbursed based on the SOP and FMM of the 
government and ADB’s procedures with further discussion among concerned parties such as 
MAFF, MEF, and ADB. The fund flow of the proposed project is presented in Figure 2.  
 
B.  Strengths and Weaknesses  
 
32. Strengths. The following are the main strengths in the project’s financial management 
system:  
 

(i) The government has adequate accounting and finance policies and guidelines which 
are implemented for all externally financed projects and programs. These are 
discussed in the SOP, FMM, PM, and accounting program of the government;  

(ii) The government launched a comprehensive PFMRP8 in 2004, supported by ADB’s 
PFMRDP 2 (2008-2015). This ADB grant supported MAFF and MRD in budget 
preparation and execution, financial management and accounting, procurement, 
internal audit development, and in monitoring and evaluation. This support included:  
a. system development (including program budgeting, budget entities, new budget 
classification, new chart of accounts, and computerized financial management with 
the successful introduction of the Sage Accounting System in March–April 2014, but 
MAFF decided to use Conical Hat Accounting Software instead; and  
b. substantial capacity development of the staff of the finance department.  

(iii) The PFMRP also helped strengthen capacity in audit of externally funded projects. 
The NAA9 has progressively improved external audit scrutiny of government 
expenditures and revenues, borrowings, and assets; 

(iv) The external auditor contracted by MEF for ADB projects has knowledge and 
experience of ADB projects and procedures. Project staff of the IAs and EA PMU may 
need to give Auditor supplemental information from time to time. 

(v) The PMU will develop its Internal Financial Manual Guidelines and use the Sage 50 
Premium Edition Accounting to record the financial transactions and to automatically 
generate monthly, quarterly, and yearly financial reports such as (a) bank 
reconciliation; (b)sources and uses of funds and uses of funds by activities; and (c) 
financial position summary. The financial reports generated from the Sage 50 
Premium Edition Accounting system will be able to display allocated budget, current 
actual quarter expense, current year expense, and accumulated expenses with 
disbursed ratios under each category or activities.  

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

(i) While the MAFF, MEF and MRD will provide finance staff to the PMUs, they may need to 
rely on the national financial management consultants to assist in daily operation of the 
project, reviewing financial transactions, financial management system, and to produce 

 
8 Cambodia: Public Financial Management Reform Program–Strengthening Governance through Enhanced Public 

Financial Management. Phnom Penh. 2004.   
9 The ADB TA 8824-REG: Enhancing Roles of Supreme Audit Institutions in Selected ASEAN Countries, is also 
 supporting NAA through knowledge sharing to empower its capacity in financial audit to comply to International 
 Standards of Supreme Audit Institutions (ISSAI).   
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the required financial reports although they are familiar with the FMM for the externally 
financed projects/program and ADB’s Loan Disbursement Handbook (2017, as amended 
from time to time);  

(ii) The current staff of the MAFF Department of Accounting and Finance includes a high 
number of graduates from overseas schooling in the UK, Australia and Japan. They need 
access to updated information and continuing training from MEF and donor-sourced TA 
to further enhance their skills and capacity; 

(iii) The current staff of the MAFF Department of Accounting and Finance need more training 
on ADB’s LDH and FMM, while the project finance and accounting staff of MRD have more 
than 5 years’ experience with ADB project accounting, use the updated Financial 
Management Manual (FMM) from MEF and follow the CPD from ADB. For MEF (GDFI), 
they have no experience implementing an ADB project, hence may need more capacity 
building support; 

(iv) Capacity in internal audit of the Internal Audit Department (IAD) of MAFF and MEF is 
limited. IAD staffs have been working for this department since 2005 but without the 
necessary educational background, and a few new young staff have accounting degrees 
but lack experience in internal audit; 

(v) For MRD, the current staff has 2 qualified accountants to perform a true internal audit 
function. There is a need for further capacity building within the internal audit department;    

 
C.  Personnel, Accounting Policies and Procedures, Internal and External Audit  
 

1. Personnel  
 

34. The financial management of the PMU will be led by personnel with relevant experience 
in financial management and who are familiar with the FMM and ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time) and trained in operating the Sage 50 accounting 
system software.  The PMU financial officer and project accountant will be supported by the 
national financial management consultant (TORs given in Annex 5) who will provide direct 
financial management oversight of the project. ADB team will monitor the consolidation and the 
submission of unaudited APFSs to ensure that they are complete, of good quality and submitted 
on time.  
 
35. Table 2 presents a list of twenty-two (22) key personnel who will be involved in the 
operational management of the PMU.  Representing the MAFF as the EA and implementing 
agency for output 2 will be a part time Project Director, full-time Project Manager and five senior 
staff members, including: financial officer, project accountant, procurement officer, safeguards 
officer and monitoring & evaluation officer.   As IA for output 1, the MEF, serving as the financing 
schemes Administrator will include a Director who will oversee two PIUs, one to be responsible 
for managing AVCL-CL) and ECL-CL on behalf of participating financial institutions (PFIs), and 
the second responsible for operating and managing the credit guarantee fund (CGF) for those 
PFIs which elect to use credit guarantee to cover their credit line loans to end-user borrowers 
under the project.   Personnel for the PIU responsible for AVCL-CL and ECL-CL administration 
will include a project manager, two credit analysts, safeguards officer and an administration cum 
accounts officer.  Personnel for the PIU responsible for CGF administration will include a project 
manager, two credit analysts and an administration cum accounts officer. Representing MRD as 
IA for output 3 will be a Director, project manager, civil engineer, financial officer, and procurement 
officer.   
 
36. In addition to the personnel comprising the PMU will be national level project support 
personnel coming from the PIUs under MAFF, including the General Directorate of Agriculture 
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(GDA), Cambodian Agricultural Research and Development Institute (CARDI), General 
Directorate of Animal Health and Production (GDAHP), Department of Agro-Industry (DAI), 
Department of Extension for Agriculture, Forestry and Fisheries (DEAFF) and Department of 
Planning and Statistics (DPS), and Agriculture Information and Documentation Center (AIDOC) 
will support the implementation of Output 2.  Personnel from the General Directorate of Technical 
Affairs of MRD will also support the implementation of Output 3. 
 
37. Personnel from six (6) PPIUs comprised of staff members of the respective PDAFF and 
PDRD will provide non-financial project coordination and technical support during project 
implementation. 
 

2. Accounting Policies and Procedures  
 

38. MAFF and MRD has received substantial capacity building under ADB PFMRDP. Key 
results of this program include extending and improving the budget classification and chart of 
accounts, to enable more effective record keeping and budgetary control and introducing the 
FMIS into the central and provincial treasuries.  
 
39. The PMUs and the IA required to record and report of the receipts of funds and the project 
expenditures based on the IPSAS standard and consistent with the chart of accounts and budget 
classification10 of the Government (2013) and the government’s May 2012 SOP, FMM for the 
externally financed projects/programs (as updated from time to time) and its Internal Financial 
Management Guidelines for the current project.  
 
40. Segregation of Duties. The segregation duties for the project staff has been clearly 
stated in their respective terms of reference in the SOP, FMM, and its Internal Financial Manual 
Guidelines and have been applied as supported by the interview and external audit reports. 
Hence, (i) the functional responsibilities of 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 are performed by different units or persons. In addition, the 
functions of ordering, receiving, accounting for, and paying for goods and services in the project 
are appropriately segregated.  
 
41. Internal Control. Internal control of the PMU structure for the project is found appropriate 
since it has adopted all the policies and procedures to assist in achieving orderly efficient, and 
effective implementation of the project, compliance with government and donor policies and rules, 
safeguarding of financial resources, complete and reliable processing, recording and reporting of 
financial transactions and events, timely issue of financial management reports for monitoring and 
management decision making, and the detection of fraud and error. The internal controls are 
clearly stated in its Internal Financial Manual Guidelines and FMM.  
 

3. Internal Auditing 
  

42. The IAD was established by Sub-Decree11 in accordance with the Sub-Decree No. 40 
ANKR/BK dated 15 February 2005 on the organization and functions of the internal department 
within ministries and public enterprises. It is conducted according to the Public Auditing Standard 
for Cambodia. Based on the above sub-decrees, the IAD is to report its activities to the respective 

 
10 Prakas no. 211/SH/BK dated 4 March 2013 issued by MEF on the promulgation of chart of accounts for National 

Budget.   
11 The Sub-decree no. 105 ANK/BK issued by the Royal Government of Cambodia on 22 August 2005.   
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ministers and can meet the audit committee headed by the Minister any time they deem it 
necessary. It is found that staffs of IAD in MAFF and MEF have limited capacity and are mostly 
recent graduates with accounting degrees but limited experience in internal audit. 
 
43. The standards guiding the internal audit program include Law on Audit of Cambodia, Sub-
decree on establishment and organization of internal audit of ministries, entities, public 
enterprises, Sub-decree on establishment of IAD, MAFF, and work program of IAD. The IAD can 
conduct the internal audit on departments and general departments under the General 
Secretariat, provincial departments, and public enterprises of MAFF. The internal audit program 
is developed based on the Public Auditing Standard for Cambodia to check effectiveness, 
efficiency and economy of the entity, the responsibilities of financial reports, the compliance with 
laws, policies, orders, and procedures. The IAD is not sure whether this project will be included 
in the audit plan.  
 
44. Like the IAD of MAFF, the IAD MRD was established by different sub-decree number 
issued by the government with the same functions as stated above. The capacity in the IAD of 
MRD is found satisfactory and has conducted internal audit on the achievement of the rural 
construction with support from ADB’s consultancy and MEF.12  
 

4. External Auditing 
 

45. MAFF, MEF and MRD will each prepare a prepare project financial statements and will 
cause these financial statements to be audited in accordance with the international standards on 
auditing and/or in accordance with the government’s audit regulations by an auditor acceptable 
to ADB; and with the TOR acceptable to ADB. The audited project financial statements, which 
should be in the English language, will be submitted to the PMU at MAFF for compilation and 
submission to ADB within six months from the end of the fiscal year. The annual audited report 
includes the audited project financial statements (APFS), auditor opinion on the use of loans and 
grant proceeds, and management letter. These cover (i) whether the project financial statements 
are presented in all material respects or in accordance with the applicable financial reporting 
framework; (ii) whether loans and grant proceeds were used only for the purposes of the project 
or not; and (iii) the level of compliance for each financial covenant contained in the legal 
agreements for the project (if any). The APFSs and auditor’s opinion will be disclosed in ADB 
website 14 calendar days upon acceptability of the APFS by ADB. 
 
46. The PFIs will be required to submit audited statement of utilization of funds, audit opinion 
on the use of funds and a management letter within the same timeline set in the preceding 
paragraph. 

 
47. The government has been made aware of ADB’s policy on delayed submission, and the 
requirements for satisfactory and acceptable quality of the audited accounts. ADB reserves the 
right to verify the project’s financial accounts to confirm that the share of ADB’s financing is used 
in accordance with ADB’s policies and procedures. The audited APFS including the auditor’s 
opinion must be disclosed in the ADB and the executing agency’s website. Currently, KPMG is 
the external auditor for the Trade Facilitation: Improved SPS Handling in GMS Trade project of 
the MAFF under a bundled audit arrangement.  
 

 
12 This is based on the Directors of PDRD of Kampong Cham, Kampot, Takeo, and Tbong Khmum and Bi- annual 

report of IAD of MRD for 1 Jan – 30 June 2016 posted in the MRD’s website.   
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48. As stipulated in the financing agreement, the project accounts of the past and ongoing 
projects implemented by MAFF and MRD financed by ADB and other development partners are 
required to be annually audited by an external auditor acceptable to ADB. MEF has recently 
engaged an audit firm meeting this requirement to carry out external audit for all donor-funded 
projects in Cambodia.  In addition, project accounts can further be audited by the NAA and 
Ministry of National Assembly and Senate Relation and Inspection (MONASRI) of the 
Government of Cambodia if the circumstances are required or they wish to do so as part of their 
work plan. 
 
D. Financial Reporting Systems, including Use of Information Technology 

  
49. The IAs will be required to prepare quarterly consolidated financial management reports 
(FMRs) in accordance with the FMM, May 2012 issued by MEF for the externally financed 
projects/programs and its internal Financial Management Guidelines. The FMRs shall be 
submitted to ADB within 45 days after the end of each quarter as stipulated in the Project 
Administration Manual (PAM). The FMRs usually consists of the following financial statements: 
(i) statement of receipts and disbursement detailing sources of fund received and all expenditures 
incurred for a particular period and fund balance; (ii) summary of accumulated expenditure report 
by categories and by project activities providing information about the analysis of the fund 
received and spent and fund balance; (iii) advance account reconciliation; and (iv) expenditure 
summary by categories and its balance.  
 
50. Although finance staff working for the proposed PMU, implementing agencies and PIUs 
have some work experience with the ADB funded projects, they still need necessary support from 
the national financial management consultant in preparing the FMRs of the projects for ADB and 
other development partners. The PMU will be using Sage 50 Edition Accounting Software for the 
financial management system to record financial transactions and to produce FMRs for planned 
project interventions.  Moreover, most of the PIUs/IAs do not have adequate IT equipment such 
as desktop computers and printers to fully support project implementation.  
 
E.  Disbursement Arrangements, Fund Flow Mechanism  
 
51. Each implementing agency will have its own advance account to be opened at the National 
Bank of Cambodia (NBC).  As no fund disbursements or expenditures related to day-to-day 
project operations will occur at the provincial level, subaccounts (PDAFF and PDRD) in project 
province locations will not be required. 
 
52. The proposed PMU will have a strong key control in managing the disbursement of all the 
project funds and will strictly follows the FMM and its Internal Financial Management Guidelines 
to monitor the disbursements in the disbursement tracking sheet which is required to update with 
all relevant information.  
 
53. Fund flows will be arranged following the SOP and FMM of the government, ADB’s Loan 
Disbursement Handbook (2017, as amended from time to time) and discussions with MAFF, MEF 
and ADB. The fund flows for the proposed project are presented in Figure 2.  
 
54. Disbursement Arrangements. The loan and grant proceeds will be disbursed in 
accordance with ADB’s Loan Disbursement Handbook (2017, as amended from time to time)13 
and detailed arrangements agreed upon between the government and ADB. Pursuant to ADB's 

 
13 Available at: https://www.adb.org/documents/loan-disbursement-handbook      
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Safeguard Policy Statement (SPS) 2009,14 ADB funds may not be applied to the activities 
described on the ADB Prohibited Investment Activities List set forth at Appendix 5 of the SPS.  
 
55. ADB direct payment procedures will generally be used to pay suppliers, contractors and 
consultants. With oversight of MAFF, the PMU will be responsible for preparing the annual 
contract awards and disbursement projections, including in (i) requesting budgetary allocations 
for counterpart funds; (ii) preparing withdrawal applications; and (iii) collecting supporting 
documents for the project expenditures which they have incurred.  

 
56. Immediately after loan effectiveness, PMU (MAFF) will open four separate pass through 
accounts for each of the funding sources. Separate advance accounts will be opened by the 
respective PIUs (MAFF, MEF, and MRD) for each output. Two advance accounts (one for the 
ADB loan funds and one for the AIF-IFF loan funds) will be opened by MEF for Output 1, Three 
advance accounts (one for the ADB loan, one for the AFD loan, and one for the JFPR grant) will 
be opened by MAFF for Output 2. One advance account (for the AFD loan) will be opened by 
MRD for Output 3. The currency of the advance accounts will be in US dollars. It is important for 
fiscal management to maintain separate advance accounts for the implementation activities that 
each of the three IAs will be responsible for, as they are distinctly different in nature. The advance 
accounts for Output 1 will be managed by MEF. The advance accounts for Output 2 will be 
managed by MAFF while the advance account for Output 3 will be managed by MRD. The IA for 
Output 1, MEF, the appointed financing modalities administrator, will provide for and finance 
through the participating financial institutions (PFIs): (i) credit line activities associated with the 
agricultural value chain loan credit line (AVCL-CL) and the equity capital loan (ECL-CL) credit line 
on behalf of PFIs extending agriculture and equity loans to agribusiness end-users, and (ii) credit 
guarantee fund (CGF) for those PFIs which elect to use credit guarantee to cover their credit line 
loans to end-user borrowers under the project. The maximum ceiling of the individual advance 
accounts will not at any time exceed the estimated ADB expenditures to be paid from the advance 
accounts for the next six months. 
 
57. To facilitate effective project implementation in view of the cash flow requirement and the 
need to make a large number of small payments, PMU will be in charge of necessary planning 
and documentation for a project advance accounts and seeking the review and approval from 
MEF.  
 
58. The request for initial advance to the advance accounts should be accompanied by an 
estimate of expenditure sheet15 setting out the estimated expenditures for the first six months of 
project implementation, and submission of evidence satisfactory to ADB that the advance 
accounts have been duly opened. For every liquidation and replenishment request for each 
advance account, the borrower will furnish to ADB (a) the statement of account (bank statement) 
where the advance account is maintained, and (b) the advance account reconciliation statement 
reconciling the abovementioned bank statement against the executing agency’s records.16  
 
59. Before the submission of the first withdrawal application (WA), the borrower should submit 
to ADB sufficient evidence of the authority of the person(s) who will sign the WA on behalf of the 
borrower and the authenticated specimen signatures of each authorized person. WAs and 
supporting documents will demonstrate, among other things that the goods, and/or services were 
produced in or from ADB member countries, and are eligible for ADB financing.  

 
14 Available at: http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf   
15 Available in Appendix 8A (page 67) of the Loan Disbursement Handbook, June 2017.   
16 Follow the format provided in Appendix 8B  (page 68) of the Loan Disbursement Handbook, June 2017.   



15 
 

 
60. Statement of Expenditure (SOE) Procedure. The SOE procedure will be used for 
reimbursement and to liquidate and replenish the advance accounts for eligible expenditures. Any 
individual payment to be reimbursed or liquidated under this procedure shall not exceed a ceiling 
of $50,000. Supporting documents and records for the expenditure claimed under the SOE 
procedure should be maintained and made readily available for review by ADB's disbursement 
and review mission or upon ADB's request for submission of supporting documents on a sampling 
basis, and for independent external audit. Reimbursement and liquidation of individual payments 
in excess of the SOE ceiling should be supported by full documentation when submitting the 
withdrawal application to ADB. 
 

61. Before the submission of the first withdrawal application (WA), the borrower should submit 
to ADB sufficient evidence of the authority of the person(s) who will sign the WA on behalf of the 
borrower and the authenticated specimen signatures of each authorized person. WAs and 
supporting documents will demonstrate, among other things that the goods, and/or services were 
produced in or from ADB member countries, and are eligible for ADB financing. The minimum 
value per WA is stipulated in the ADB Loan Disbursement Handbook (2017, as amended from 
time to time). Individual payments below this amount should be paid (i) by the executing agency 
and/or implementing agency and subsequently claimed to ADB through reimbursement, or (ii) 
through the advance fund procedure, unless otherwise accepted by ADB. The borrower should 
ensure sufficient category and contract balances before requesting disbursements. Separate 
withdrawal applications must be submitted for the ADB loan, the AFD loan, the AIF-IFF loan, and 
the JFPR grant for eligible expenditure items. Use of ADB’s Client Portal for Disbursements (CPD) 
system is encouraged for submission of withdrawal applications to ADB. 
 
62. PFIs will avail of credit line for AVCL-CL funds and ECL-CL through credit line onlending 
agreements17 with MEF (PIU for Output 1) for use in onlending to qualified end-user agribusiness 
borrowers according to terms established in credit line onlending agreements. For CGF, MEF will 
enter into subsidiary loan agreements with PFIs to provide CGF coverage to PFIs electing to use 
credit guarantee to cover their credit line loans to end-user borrowers following terms established 
for CGF program participation. 19F18   
 
 

63. Disbursement and Liquidation Procedures for Government Funds. Withdrawal of 
government counterpart funds must be carried out in accordance with the government policies 
and procedures, through its regular budget for cash and through taxes exemption, issued by MEF, 
for goods, equipment and services. MAFF will be responsible for submitting WA to MEF. 
Counterpart funds withdrawal applications should be made in accordance with the budget plan 
agreed between MAFF and MEF. Counterpart funds may only be withdrawn for expenditures of 
the project which are specified in the project financing agreements.  
 

 
 

 

 

 
17 Onlending agreements need to be in a form acceptable to ADB. 
18 See General Operating Guidelines for Agricultural Value Chain Credit Line, Equity Capital Loan Credit Line and 
 Credit Guarantee Fund in Supplementary Document 24 of the RRP for specific terms governing fund use and fund 
 flow.  
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Figure 2: Fund Flow Arrangement 

 

 
 
ADB=Asian Development Bank, MEF=Ministry of Economy and Finance, MAFF=Ministry of Agriculture, Forestry, and 
Fisheries, MRD=Ministry of Rural Development, EA=Executing Agency, IA=Implementation Agency, PMU=Project 
Management Unit, PIU=Project Implementation Unit, AVC=Agricultural Value Chain, GDA=General Directorate of 
Agriculture, GDAHP=General Directorate of Animal Health and Production, DEAFF=Department of Extension for 
Agriculture, Forestry, and Fisheries, DAI=Department of Agro-Industry, CARDI=Cambodia Agriculture Research and 
Development Institute, DPS=Department of Planning and Statistics, AIDOC=Agricultural Information and 
Documentation Center, GDTA=General Department for Technical Affairs. 
 
64. Key Internal Controls. For the initial advance of the counterpart fund, the PMU completes 
the government WA form for the initial advance of counterpart funds and submits to the 
Department of Multilateral Cooperation (DMC) of the General Department of International 
Cooperation and Debt Management at MEF. The maximum amount of the advance of counterpart 
funds will be agreed between MAFF, MRD, MEF (IA for financing schemes) Administrator, as 
applicable, and MEF. The government WA form must be signed by the authorized signatories of 
MAFF/PMU and submitted to the DMC. The government withdrawal application must be recorded 
in the project counterpart funds WA register.  
 
65. Counterpart Funds Replenishment. The project team completes the government WA 
form and attaches a statement of actual expenditure. Supporting expenditure documentation must 
be maintained by the project team for subsequent review by MEF or audit. The government WA 
form must be signed by the authorized signatories and submitted to the DMC of GDICDM/MEF 
and must be recorded in the project counterpart funds WA register.  
 
66. The DMC will review the completed forms and transfers the funds to the project’s 
counterpart fund account, and advises the MAFF of the transfer. On receipt of advice from the 
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National Bank of Cambodia that the funds have been deposited into the counterpart funds 
account, the receipt of the funds should be recorded in the general ledger and the government 
WA register must be updated.  
 
1.5 RISK DESCRIPTION AND RATING 
 
67. For inherent risks, the assessment focuses on risks posed by the overall environment in 
which the executing and/or implementing agencies operates, before considering the impact of the 
executing and implementing agencies’ financial management system and control such as country 
rules and regulations and the entity working environment (assuming the absence of any counter 
checks or internal controls).  
 

Table 3: Inherent Risks 
 

Description of Risk Risk 
Assessment 

Mitigation Measures or Risk 
Management Plan 

Country/Sector/Entity Risks  
(i) Needs improvements in control of 
budget execution; accounting and 
reporting, and budget credibility;  
 
(ii) Limited financial management 
capability of the public sector institutions. 
Improvements are noted as a result of 
the PFMRDP; 
 
(iii) Transfer of responsibilities for budget 
management from the MEF to line 
ministries, including the rolling out of the 
Financial Management Information 
System. 
 
(iv) Transfer of functions and resources 
to SNAs. Uncertainty, delays in the 
delegation of functions, and inadequate 
delegation will postpone the build-up of 
capacity in SNAs. This delay will 
undermine the accountability of SNAs for 
expenditure and service delivery, and 
increase risks for management of DP 
funded projects that have been assigned 
to SNAs.  
 
(v) Quality of both internal and external 
audit reports are improving but remains a 
concern. 
 

 
Substantial 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
(i) The PFMRDP also aims to improve 
local accountability through support for 
decentralization initiative, along with the 
Decentralization and Deconcentration 
Reform Program. 
 
(ii) MEF is to monitor compliance with 
SOP, FMM, PM, Loan Agreement and 
ADB Anti-corruption.  
 
(iii) Building on earlier achievements in 
improving budget responsibility and 
accountability in rural development 
ministries (as discussed in para. 28 of 
the above text), ADB will expand 
technical assistance under the CPS to 
additional priority ministries. 
 
(iv) ADB will continue to support 
decentralization and deconcentration 
and PFM reforms for SNAs, and ensure 
that new ADB-financed projects are 
aligned with and supportive of emerging 
functions and capacity of SNAs.  
 
MEF to provide oversight and MAFF to 
closely monitor contract performance of 
external auditors to ensure that auditing 
firms have assigned staff with 
qualification and experience as agreed in 
the contract.  
 
MEF to update the TOR for auditors and 
explore potential participation of 
supreme audit institution to further 
improve quality.  
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Description of Risk Risk 
Assessment 

Mitigation Measures or Risk 
Management Plan 

MEF is to work with National Audit 
Authority (NAA) to strengthen its 
capacity in audit of externally funded 
projects. The NAA has been 
progressively improving external audit 
scrutiny of government expenditures and 
revenues, borrowings, and assets. 

Overall Inherent Risk  
 

Substantial  

ADB = Asian Development Bank; CARM = Cambodia Resident Mission; CPS = country program strategy; DMC = 
Department of Multilateral Cooperation; DP = development partner; EA = executing agency; GDICDM = General 
Department of International Cooperation and Debt Management; IA = implementing agency; MAFF = Ministry of 
Agriculture, Forestry and Fisheries; MEF = Ministry of Economy and Finance; NAA = National Audit Authority; PAM = 
project administration manual; PFMRDP = Public Financial Management for Rural Development Program; PPIU = 
provincial project implementation unit; SNA = Sub-National Authority. 

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

 
Table 4: Project/Control Risks 

 
Description of Risk Risk Assessment Mitigation Measures or Risk 

Management Plan 
Executing/Implementing entity:  
• Lack of adequate coordination from 
PMU of the MAFF as EA with IAs, 
PIUs, PPIUs and others given the 
complexity of the project arrangement 

 
Substantial 

 
• PAM provides the roles and duties 
of each agency and clear orientation 
at project inception. 
• Quarterly progress reports will be 
required to be submitted. 
 

Funds flow  
• Project fund flow complexity through 
high volume of small project 
expenditure at PIU level such as travel 
cost and per diem for field work.  

 
Moderate 

• Quarterly monitoring of all 
expenditures   

Staffing  
• Inability to maintain financial reports 
following the project requirements due 
to lack of experience on the part of the 
finance staff as not all proposed 
accountants at PIU/IA have 
experience working for ADB funded 
project and have not been trained on 
SOP, FMM and ADB’s LDH.  Also, not 
all proposed managers at the IAs of 
PDAFF and PDRD have experience 
working for ADB’s funded project. 
Some of them have experience 
working with other donors such as the 
World Bank and IFAD. 
 

 
Substantial 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
• There is one individual financial 
consultant to be recruited in each 
PIU to support the PMU in addition to 
the national financial management 
consultant to be recruited under the 
consulting firm to support the PMU.  
 
• The capacity building and training 
on Project Management, SOP and 
PM shall be provided to the 
proposed IA managers. 
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Description of Risk Risk Assessment Mitigation Measures or Risk 
Management Plan 

 
Further, Finance staff at the PMU still 
needs support from the national 
financial management consultant in 
the financial management of and in 
generating financial reports for the 
project.  
 

• The capacity building and training 
on FMM and ADB’s LDH shall be 
provided to the proposed project 
accountants such as Finance Officer 
and Project Account for PMU and 
each Project Account for PIUs of 
MAFF and MRD. 

Accounting Policies & Procedures 
• Records and reports of receipts and 
expenditures based on modified cash 
accounting do not meet IPSAS. 

 
Moderate 

 
• MEF to assure full adoption and 
compliance of IPSAS under updated 
FMM. 

Internal Audit  
• Weak internal audit due to limited 
capacity in internal audit.  

 
Substantial 

 
• Capacity building for internal audit 
will be provided. 
  

External Audit  
• No risk identified. 

 
Low 

 
• MEF will maintain its contract with a 
private auditor to audit all donor-
funded projects.  

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

 
Moderate 

 
• The PMU Finance Office’s capacity 
to prepare FMRs can be improved by 
on the job training conducted by the 
finance consultant to be provided by 
the loan consultancy package.  
 
• Technical and financial reporting 
procedures established under the 
PAM, SOP, FMM, etc. will be 
reviewed and discussed with all 
concerned PIU officers and support 
staff in a workshop at the start of 
project implementation, and the PMU 
will provide periodic guidance, 
updates and notifications concerning 
project reporting through IA/PIU 
project managers for dissemination 
to all project staff.   
 

Information System  
• Delays and errors in financial reports 
due to inability the PIUs operating 
under the three IAs to operate the 
systems and inadequate IT equipment 
such desktop computers and printers 
to carry out their coordination and 
technical support role under this 
project.  

 
Substantial 

 
 
 
 
 
 
 
 
 
 
 
 

 
• Technical training on the use of 
information systems will be provided 
to the users.  
 
• The necessary IT equipment such 
as desktop computer and printers 
shall be procured under the loan 
proceeds for the PPIUs/IAs.   
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Description of Risk Risk Assessment Mitigation Measures or Risk 
Management Plan 

Overall Control Risk  Substantial  
Overall (Combined) Risk  
 

Substantial The implementation of mitigation 
actions as proposed will reduce to 
risk to low.  

ADB = Asian Development Bank; CIU = component implementation unit; FMM = financial management 
manual; IT = information technology; LDH = loan disbursement handbook; MAFF = Ministry of Agriculture, 
Forestry and Fisheries; PDAFF = Provincial Department of Agriculture, Forestry and Fisheries; PDRD = 
Provincial Department of Rural Development; PMU = project management unit; PIU = project 
implementation unit; PPIU = provincial project implementation unit; SOP = standard operating procedures. 

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

Table 5: Time Bound Action Plan 
 

Weakness Mitigation Action Responsibility Timeframe 
• Lack of adequate 
coordination from project 
management unit (PMU) of 
the Ministry of Agriculture, 
Forestry and Fisheries 
(MAFF) as executing agency 
(EA) with implementing 
agencies (IAs), project 
implementation units (PIUs), 
provincial PIUs and others 
given the complexity of the 
project arrangement  

• Project administration manual 
(PAM) provides the roles and 
duties of each agency and clear 
orientation at project inception. 
• Quarterly progress reports will 
be required to be submitted. 
 
 

PMU/Ministry of 
Economy and 
Finance (MEF)/ 
MAFF/Ministry of 
Rural 
Development 
(MRD) 

One month 
after loan 
negotiation;  
Quarterly 
throughout 
project 
implementation. 

• Inability to maintain 
financial reports following 
the project requirements due 
to lack of experience on the 
part of the finance staff as 
not all proposed accountants 
at PIU/IA have experience 
working for ADB-funded 
project and have not been 
trained on Standard 
Operating Procedures 
(SOP), Financial 

• National Financial 
Management Specialist will be 
recruited to provide support to 
the PMU. In collaboration with 
Asian Development Bank (ADB) 
Cambodia Resident Mission 
(CARM), they will train 
accountants of EA/IA on budget 
execution, accounting, 
reporting, and auditing.  
• Training on project 
management, financial 

MAFF/PMU/ 
MEF/MRD/ADB 

Starting 3 
months from 
project 
effectiveness 
and will be a 
continuing 
activity to 
ensure staff are 
updated on the 
latest practice. 
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Weakness Mitigation Action Responsibility Timeframe 
Management Manual (FMM) 
and ADB’s Loan 
Disbursement Handbook 
(LDH).  Also, not all 
proposed managers at the 
IAs of Provincial Department 
of Agriculture, Forestry and 
Fisheries (PDAFF) and 
Provincial Department of 
Rural Development (PDRD) 
have experience working for 
ADB’s funded project. Some 
of them have experience 
working with other donors 
such as the World Bank and 
International Fund for 
Agricultural Development 
(IFAD). 

management, SOP and project 
fund flows shall be provided to 
the project staff in EA and IAs.  
• Training on ADB disbursement 
procedures, including online 
training, will be made available 
to EA and IA staff; and project 
staff will be encouraged to 
undertake the training to help 
ensure efficient disbursement 
and fiduciary control.  

• Weak internal audit due to 
limited capacity in internal 
audit.  

• Capacity building for internal 
audit staff will be provided. 
 

MEF/ADB  By end of Year 
1.  

• Delays and errors in 
financial reports due to 
inability of the PIUs to 
operate the systems and 
inadequate IT equipment 
such desktop computers and 
printers  

• Technical training on the use 
of information systems will be 
provided to the users.  
• The necessary IT equipment 
such as desktop computer and 
printers shall be procured under 
the loan proceeds for the 
PPIUs/IAs.   

PMU/MEF/ 
MAFF/MRD 

3 months from 
the mobilization 
of the PIUs.  

ADB=Asian Development Bank; EA=executing agency; IA= implementing agency; MAFF=Ministry of 
Agriculture, Forestry and Fisheries; PDAFF=Provincial Department of Agriculture, Forestry and Fisheries; 
PDRD=Provincial Department of Rural Development; PMU=project management unit; PPIU=provincial 
project management implementation unit. 
 
1.7 SUGGESTED COVENANTS 
 
70. Right to audit. The government will ensure that contracts financed from the project will 
include provisions specifying the right of ADB to audit and examine the records and accounts of 
the project and all contractors, suppliers, consultants, and other service providers as they relate 
to the project.  
 
71. Governance and anti-corruption. The government will ensure that (i) the program is 
carried out in compliance with all applicable Cambodia anti-corruption regulations, and ADB’s 
Anticorruption Policy (1998, as amended to date); (ii) all project staff actively participate in the 
training in Cambodia’s anti-corruption regulations and ADB’s Anticorruption Policy; and (iii) a 
website is maintained to disclose the audited annual project accounts, project progress, and 
procurement activities.  
 
1.8 CONCLUSION 
 
72. Overall risk rating for the FMA of this project is “substantial”. General environment for 
public financial management in Cambodia/MAFF is generally satisfactory and to large extent 
strengthened by standardized policies and guidelines which are implemented for all externally 
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financed projects and programs. These are discussed in the SOP, the FMM and PM which was 
updated in May 2012.  
 
73. Even though the capacity of the financial staff and financial system at the PMU and IAD 
of the IAs are found satisfactory, they still need technical support from the financial management 
consultants in the financial management and financial reporting. It is noted that the capacity of 
the proposed project support staff within some PIUs and targeted PPIUs (PDAFF and PDRD) are 
limited in project management and financial management. As such, necessary capacity building 
and trainings on the project management, procurement, accounting and financial management, 
and ADB’s LDH for the project staff at the IAs/PIUs will be indispensable and strongly 
recommended.  While PPIUs will be performing non-finance related project technical support and 
coordination functions, project management and financial management capacity building and 
training at this level is also recommended and encouraged. 
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ANNEX 1   FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE (MAFF) 
 

Financial Management Assessment Questionnaire  
Ministry of Agriculture, Forestry and Fishery (MAFF)  

ADB TA-9545: Agricultural Value Chain Infrastructure Improvement Project 
September 2019 

Topic Response Potential 
Risk Event 

1. Executing 
Agency/Implementing Agency 

 
  

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

The Ministry of Agriculture, Forestry and 
Fisheries (MAFF), serving as Executing 
Agency (EA) and as Implementing Agency 
(IA), is a state central administrative body 
established by Royal Decree No. 
NS/RKM/0196/93 dated 4 January 1996.  
 
The structure of the MAFF was established 
by Sub-decree No. ARK/BK/17 dated 7 
April 2000. The current organizational 
structure of MAFF is attached in Annex 2. 

 

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

100% Government-owned.   

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

N/A*  

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

Yes, MAFF has implemented several 
externally financed projects, including: 
ADB, the World Bank, IFAD, EU, China, 
Korea, India, Japan (JICA), and GIZ 
 
Currently implementing ADB Loan 3570-
CAM: Tonle Sap Poverty Reduction and 
Smallholder Development Project as an EA 
and IA; IFAD Agriculture Services 
Programme for Innovation, Resilience and 
Extension (ASPIRE) as EA; and formerly 
ADB Loan 2873-CAM (SF): Trade 
Facilitation: Improved Sanitary and 
Phytosanitary (SPS) Handling in Greater 
Mekong Subregion (GMS) Trade Project as 
EA and IA . 

 
 
 

1.5 Briefly describe the statutory 
reporting requirements for the 
entity. 

MAFF provides work progress and financial 
reports on a monthly, quarterly and annual 
frequency on approved budget programs to 
the Budget Department, Ministry of 
Economy and Finance, and annually to the 
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Topic Response Potential 
Risk Event 

National Treasury. Project reports are 
reported to MEF, to development partners 
(DPs) and to the Government of Cambodia 
as required. 

1.6 Describe the regulatory or 
supervisory agency of the entity. 

Ministry of Economy and Finance 
 

 
 

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

The governing body for technical program 
oversight will be the Project Steering 
Committee (PSC) which is independent 
and comprised of senior representatives of 
the executing and implementing agencies.  
The PSC will be established within 3 
months after the project becomes effective 
and will be chaired by the MAFF.  
 
Project supervision and coordination will be 
provided by the Ministry of Agriculture, 
Forestry and Fisheries (MAFF), serving as 
Executing Agency (EA) and as 
Implementing Agency (IA) for project 
Output 2, the Ministry of Economy and 
Finance (MEF)/NBC/Other-appointed 
Administrator, serving as Implementing 
Agency (IA) for Output 1, and the Ministry 
of Rural Development (MRD) serving as 
Implementing Agency (IA) for project 
Output 3. In addition, MEF’s General 
Department of International Cooperation 
and Debt Management, focal 
person/department will be 
______________. 

 

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 is 
attached in Annex 2. 
Yes, it is. 
 
 

 
 
 
 

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

Yes, as covered by the Statute for Civil 
Servants which applies.  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 (RAMP). 

 
 
 

 

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

There are no historical issues reports of 
ethics violations involving the entity and 
management.  
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Topic Response Potential 
Risk Event 

   

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 diagram is 
presented in Figure 2. 
 
The project funds flow ADB to MEF pass 
through National Bank of Cambodia to MAFF. 
 
An Advance fund account is opened by MAF at 
the national level which replenish sub-Advance 
Fund accounts at the provincial level. These 
would be used to make small payments to 
consultants, suppliers of goods, suppliers of 
services, small scale civil works and small 
items of equipment.  
 
The project uses the ADB Client Portal for 
Disbursement (CPD) system for major 
payments and reimbursement of Advance 
funds. Training would be required.  
 
Counterpart funds to be made available through 
the Ministry fiscal process, whereby the budget 
is prepared and authorised by the Financial 
affair/ Investment of  Ministry of Economy and 
Finance (MEF) and finally signed off by MEF, 
Draw-downs on the approved budget is subject 
to available funds in the MEF Treasury using 
the route of:  
MEF (Finance affair Unit or Investment Unit and  
Treasury)=>MAFF=>IAs 

 

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

Yes, they are. MAFF normally follows the 
procedures based on the Financial 
Management Manual (FMM) for externally 
financed projects /programs which is 
accepted by MEF and ADB.  Transfers are 
satisfactory using the CPD system. There 
may be some delays due to unreliable 
power supplies and internet connections in 
the provinces.  

 
 
 

2.3 Are the disbursement 
methods appropriate? 

Yes, they are.  

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

None reported at present.  In the past it is 
reported that some projects experienced 
delays in receiving replenishment from 
MEF and delays were also reported in 
project funds reaching sub-national levels.  

Delay in 
payment 
and of 
activities 
resulting in 
slow 
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Topic Response Potential 
Risk Event 

These issues were resolved by adopting 
revisions to streamline funds flow. 

disburseme
nt. 

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

BANK NAME (to be determined) for the 
sub-advance funds (Main Advance Fund 
Account will be maintained by MAFF at 
national level)  

 

2.6 Is the bank in which the 
Advance Fund 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, in USD  
- Yes, in Riels  
- Yes, bank is able to process large 

volume of transactions.  
- Yes, bank issues detailed monthly 

bank statements 

 

2.7     Is the ceiling for 
disbursements from the Advance 
Fund Account and SOE 
appropriate/required? 

It follows ADB Guidelines with maximum 
ceilings and equivalent to forecast 6-
months expenditure (PCU, MAFF) 

 

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

Yes, it has experience with ADB projects.   
 
Training is provided by project accountant 
specialist from MEF. 

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

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

Yes, but capacity is limited. Neither 
concern nor uncertainty as PIU follows 
ADB’s LDH and FMM. 
 
Training is being provided to new 
accountants. The training includes financial 
management, reconciliations of bank 
accounts, procedure of fund flow, 
accounting procedures, reporting and 
auditing requirements.   

Need for 
ongoing 
consultants
’ support. 

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

No, it isn’t as almost all transactions are in 
US Dollars.  
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Topic Response Potential 
Risk Event 

arrangements for managing 
foreign exchange risk. 
2.11 How are the counterpart 
funds accessed? 
 

Through the provincial budgeting system to 
establish budgets and then through MAFF 
to access funds 

 

2.12 How are payments made 
from the counterpart funds?  
 

Counterpart funds are authorised by MEF 
and processed through the National 
Treasury. Immediately after loan 
effectiveness, the Government, through 
MEF, will open US dollar special accounts 
at the National Bank of Cambodia (NBC). 
 
Withdrawals of government counterpart 
funds are being carried out in accordance 
with the government policies and 
procedures. MAFF will be responsible for 
submitting withdrawal applications (WAs) 
to MEF. Counterpart funds WAs should be 
made in accordance with the budget plan 
agreed between MAFF and MEF. 
Counterpart funds may only be withdrawn 
for expenditures of the project which are 
specified in the project loan agreements. 

 

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

N/A for PIUs.  PMU will directly manage 
any project fund flows to communities or 
NGOs and PMU will have necessary 
reporting and monitoring systems in place 
to track the use of any project proceeds to 
such entities, if applicable.   

 

2.14 Are the beneficiaries 
required to contribute to project 
costs? If beneficiaries have an 
option to contribute in kind (in 
the form of labor or material), are 
proper guidelines and 
arrangements formulated to 
record and value the labor or 
material contributions at 
appraisal and during 
implementation?  
 

Yes, beneficiaries are expected to  
contribute to project costs through both in-
cash and in-kind contribution for project 
related activities involving capacity 
building, business planning, project 
development and equity contribution.  
Guidelines for developing a performance 
based M&E system that tracks both in-cash 
and in-kind beneficiary contributions, will 
need to be established and training 
provided for concerned personnel assigned 
to the PMU/PIUs. 

 

   

3. Staffing   
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Topic Response Potential 
Risk Event 

3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart.  
 

The MAFF Department of Accounting and 
Finance is comprised of six offices, 
namely: Administration and Personnel 
office, General Financial Affair, Investment 
Management office, Accounting office, 
Procurement office, and Material and 
Equipment office.  There is an Accountant 
Officer who is responsible as cashier for 
going to the bank to deposit money or 
receive money, by authorization from 
director or deputy director.  The 
department has a Director, 5 Deputy 
Directors, and 27 staffs. The organizational 
structure is attached in Annex 2. 

 

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

A combination of both is expected.  Some 
existing staff within MAFF are expected to 
be assigned to the project.  Other national 
consultants will be recruited. 

 

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.  

Yes, there are TORs for all positions. The 
project accountant will have Bachelor 
Degree in Financial Accounting or 
equivalent (see TORs).  

3.4 Is the project finance and 
accounting function staffed 
adequately?  

Yes, it is within the MAFF Department of 
Accounting and Finance.  Current staff 
includes a high number of graduates from 
overseas schooling in the UK, Australia 
and Japan. They need access to updated 
information and continuing training from 
MEF and donor-sourced TA to further 
enhance their skills and capacity.  

 

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

Yes, they are, but they still need more 
training on ADB’s LDH and FMM.  

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

Yes, they are as provided by MEF.  

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

About 2 years contract duration. 
 

3.8 Identify any key positions of 
project finance and accounting 
staff not contracted or filled yet, 

None  
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Topic Response Potential 
Risk Event 

and the estimated date of 
appointment. 
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. 

In field of Master Business Administration 
and accounting.  See TORs for details.  

 

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

Yes. 

 

3.11 What is the turnover rate for 
finance and accounting 
personnel (including 
terminations, resignations, 
transfers, etc.)?  

No details available – but the current staff 
have been in place for several years, 
suggesting a low turnover rate. 

 

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

Staff have been trained periodically by 
MEF on the Guidelines for state accounting 
and manuals with forms, reporting forms, 
state chart of accounts and codes. The 
project will provide continuing training 
support on accounting manual forms from 
MEF and ADB.  Staff are encourage to 
attend training/workshops on Project 
Management, Financial Management, and 
Procurement Procedures conducted by 
MEF, ADB or WB. 

 

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

 

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

 

4. Accounting Policies and 
Procedures 

 
  

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

A functioning computerized accounting 
system in MAFF is one of the outputs of 
the comprehensive Public Financial 
Management Reform Program (PFMRP) 
which was partially funded by ADB Grant 
0222-CAM. The June 2014 Progress 
Report mentioned excellent progress for 
MAFF for this output. 
 

 



30 
 

Topic Response Potential 
Risk Event 

the legal agreements with ADB)? 
Will the project use the entity 
accounting system? If not, what 
accounting system will be used 
for the project? 

Peachtree/Sage 50 is available for other 
projects and at the Department of Finance 
(DF) of MAFF. 
 
MAFF follows the Financial Management 
Manual (FMM) for externally financed 
projects in Cambodia, issued by MEF, 
together with specific finance procedures in 
RRP and PAM. 

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

Yes. The training is providing by MEF for 
ADB standard report and withdrawal 
applications.   

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

Yes. The chart of accounts for government 
funds and ADB funds, which are based on 
FMM, are prepared by MEF.   

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

Yes, they are. 

 

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

Yes, they are.  Yes, they are. 

 

4.6  Describe the EA’s policy for 
retention of accounting records 
including supporting documents 
(e.g., ADB’s policy requires that 
all documents should be 
retained 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?  

 
The accounting records including 
supporting documents are required to be 
retained for at least five years.   
Yes, they are.  
There is PAM specific policy in the project 
and accounting Manual from MEF and 
ADB.   

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

None outstanding. 
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Topic Response Potential 
Risk Event 

Segregation of Duties   

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

Yes.  For MAFF, the Director of 
Department, Deputy Director and 
government staffs.  For the project, there is 
sufficient segregation of duties in job 
descriptions.   

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

Yes.  For the project, there is sufficient 
segregation of duties in job descriptions.  

Budgeting System   
4.10 Do budgets include 
physical and financial targets?  Yes, they do.  

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

Yes, they are. 

 

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

Yes, they are. 

 

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

Yes, in advance 

 

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

None.  Cannot spend or vary budgets 
without full approval of the MEF. 

 

4.15 Who is responsible for 
preparation, approval and 
oversight/monitoring of budgets?  
 

For MAFF, the Director, General Director 
and Minister through to MEF. 
For project, the finance unit prepares, the 
Project Manager (PM) endorses and the 
Project Director (PD) approves.  PM and 
PD share oversight responsibility. 
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Topic Response Potential 
Risk Event 

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

For MAFF, budget prepared by accountant, 
sign by Director, General Director, and 
approval by Minister. 
For project, budgets are prepared with the 
template provided by MEF based on LA, 
PAM and procurement plan. Yes, they are 
prepared based on FMM. 

 

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? 
 

Yes, they are. 
 
 
 
No, there is not. 

 

 Is there evidence that 
government counterpart funding 
is not made available adequately 
or on a timely basis in prior 
projects? 
 

Yes. If this should happen, it is addressed 
in accordance procedures outlined under 
the FMM. 
  

What is the extent of over- or 
under-budgeting of major heads 
over the last 3 years? Is there a 
consistent trend either way? 

Information not available in past years.  
Should be none if budget processing is 
done with consultation between PD and 
MEF. 
 

 

Payments   

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

Yes, these procedures are followed as stated. 
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Topic Response Potential 
Risk Event 

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, they are. 

 

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

Project administrative officer to control existing 
payroll.  If there are any changes, approval 
from PD is required. 

 

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

GDNT uses modified cash basis of 
accounting and reporting 
The project is using accrual based 
accounting as per ADB guidelines, 
however EAs and IAs should move to 
account and report for projects financed by 
ADB on the basis of accounting policies 
consistent with IASs current at the date of 
loan negotiations, or any other date(s) in 
the project implementation period agreed 
between ADB and the borrower. 
 
Basic accounting is entered following chart 
of accounting as following: 
- Prakas Debit  
- Receipt from Revenues 
- Payment Voucher  
   - Cash payment  
   - Bank payment (Cheques)  
-  check lists payment  
     - Cash payment  
      - Cheques Payment   
Check list Advance payment  
- Monthly report 
- Quarterly report  
 

 

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?  

Modified cash basis accounting. 

 

4.23 Does the project have 
adequate policies and 
procedures manual(s) to guide 

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

Project 
specific 
activities 
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Risk Event 

activities and ensure staff 
accountability?  

 
A detailed project specific policies and 
procedures manual, with documented 
approval levels, is required to mitigate 
against risks. 

are not 
covered in 
the generic 
FMM for 
externally 
financed 
projects.  
Without a 
more 
detailed 
project 
specific 
manual 
there is 
greater risk 
that 
inappropria
te practices 
are used 
and that 
staff and 
stakeholder
s don’t 
have a 
clear 
under-
standing of 
financial 
procedures
. 

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

Yes, it will be. 

 

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. 

 

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

Yes,  project to have written policies and 
procedures covering all routine financial 
management and related administrative 
activities approved by Project Director such 
as SOP, FMM, and PM. 

 

4.27 Do policies and procedures 
clearly define conflict of interest 
and related party transactions 

Yes, project to have policies and 
procedures governing this subject.  
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Risk Event 

(real and apparent) and provide 
safeguards to protect the 
organization from them?  

4.28 Are manuals distributed to 
appropriate personnel?  

Yes they are for ADB projects.  

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 and MOU to be 
signed during the ADB Joint Review 
Mission. 

 

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. 

Minister of MAFF (signatory authority for 
direct payments/co-payments) 
Project Director (signatory authority) 
 

 
 
 
 

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

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 entity can return cash directly to bank 
or give it to project accountant. The project 
accountant acknowledges receipt by 
signing on the liquidation form and prepare 
RV to be signed by senior level. Timely 
deposits are made.  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, yes, and done daily. 

 

4.34   Are all reconciling items 
approved and recorded? 

Yes.  

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

Yes. 

 

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

No.  

4.37  Are there appropriate 
controls in safekeeping of 
unused cheques, USB keys and 

Yes, the project accountant is responsible 
for these controls.  
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passwords, official receipts and 
invoices? 
4.38  Are any large cash 
balances maintained at the head 
office or field offices? If so, for 
what purpose? 

No. Cash balances at the PMU never 
exceed USD 1,000.00.  N/A for field offices 
as PPIUs are not engaged in financial 
transactions under the project. 

 

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

No online transactions currently in use. 

 

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

Follow MEF and ADB project guidelines.  

 

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, asset register for project is maintained 
and reconciled monthly. Ownership of 
assets is recorded. No encumbered assets. 

 

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

Yes, under project procedures these are 
kept updated and reconciled. 

 

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

Yes, under project procedures there are 
annual physical checks. Yes they are. 

 

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, under project procedures asset 
registers are reconciled. 

 

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? 

Project procedures follow FMM. 
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Topic Response Potential 
Risk Event 

4.46 Are assets sufficiently 
covered by insurance policies?  
 

No they are not.  Some insurance 
coverage for motor vehicles.  

The risk of 
loss & 
damages 
for vehicles 

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

N/A 

 

Other Offices and 
Implementing Entities 

  

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

All EA and IAs are national level.  There is no 
regional office.  Six( 6) PPIUs under the 
supervision of the PMU provide technical 
project coordination and support but have no 
financial management functions. 

 

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. 

N/A  

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?  

N/A 

 

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

MEF is applying FMIS system to MAFF in 
year 2018. As part of FMIS, they are using 
Conical Hat system that is supported by 
ADB. 
Additionally, they are using Excel 
supporting monthly and quarterly reporting.   

 

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. 

N/A with respect to financial reporting.  For 
technical reporting, PPIUs sent project 
reports directly to the PMU on a monthly 
basis.  

4.53 If any sub-accounts (under 
the Advance Fund Account) will 
be maintained, describe the 
results of the assessment of the 

N/A 
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financial management capacity 
of the administrator of such sub-
accounts.  
Contract Management and 
Accounting   

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

Yes, it does. Contract register used to track 
the information for each contract. Yes they 
are. 
 
 
 
 
 

 

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

Yes, it does.  

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

Fraud, corruption, waste and misuse of 
project resources can be reported to the 
Project Manager, Project Director or head 
of the IA.  
Project procedures for advising employees 
and stakeholders to whom to report fraud, 
waste or misuse of project resources or 
property are defined. 
 

 

5. Internal Audit   
5.1 Is there an internal audit (IA) 
department in the entity?  

Yes, there is. It was established by Sub-
decree no. 54/ANKR/BK dated 29 May 
2006 by the Royal Government of 
Cambodia and sub-decree no. 
105/ANDR/BK dated 22 August 2005. 
 
There is independent audit for ADB project 
They are audited by the inspection of MEF 
They are audited by the Senate internal 
audit 
They are audit by procurement  
They are audited by the National Audit 
Authority (NAA) 
They are audited by the internal audit of 
MAFF  

Without any 
internal 
audits, 
there are 
risks that 
the internal 
controls will 
not be 
sufficiently 
reviewed 
and tested. 
There is 
greater risk 
of weak 
internal 
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Risk Event 
controls 
and 
ineligible 
costs being 
incurred. 

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

There are capacity issues with internal 
audit – both in terms of numbers of staff, 
and also in skills/experience/expertise to 
conduct an internal audit of a donor funded 
project. 

 

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

The Internal Auditor reports to the Minister.  

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

Based on past experience with other 
projects, no it will not.  

5.5  Are actions taken on the 
internal audit findings?  

Yes, however some documents are not 
completed.  

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 MAFF. 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. 

 

5.7 Is the IA department 
independent?   

It is structured to be independent.  

5.8 Do they perform pre-audit of 
transactions? No.  

5.9 Who approves the internal 
audit program? The Minister of MAFF  

5.10 What standards guide the 
internal audit program?  

Law on audit of Cambodia, Sub-decree on 
establishment and organization of internal 
audit of ministries, entities, public 
enterprises, Sub-decree on establishment 
of Internal Audit Department of MAFF, 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 that actions 
are taken to rectify these deficiencies. 

 

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

Most of the employees have been working 
for IAD around 6 years.  



40 
 

Topic Response Potential 
Risk Event 

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

No it does not.  

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

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

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

Yes, it has among departments. 

 

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)? 

Yes for the government budget, but limited for 
ADB’s LDH. 

 

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 in a series of 
separate audits. The auditors include the 
National Audit Authority (NAA) of the 
Government of Cambodia and MEF. 

 

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

None reported.  Audit reports are usually 
issued three month after the completed 
audit of field work. Audit reports are not 
given to the MAFF. 

 

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

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

 

6.4 Were there any major 
accountability issues noted 
in the audit report for the 
past three years?   

None reported. 

 

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

Generally no. 

 

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

No, it has not. 
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what is the total value of 
non-audit engagements, 
relative to the value of audit 
services? 
6.7  Has the external auditor 
expressed any issues on the 
availability of complete 
records and supporting 
documents? 

No, it has not.    

 

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, the Auditor contracted by MEF for ADB 
projects has knowledge and experience of ADB 
projects and procedures. Project staff may 
need to give Auditor supplemental information 
from time to time.  

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

No, there are not. 

 

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? 

No.  A separate auditor is appointed for the 
project financial statements. 
Under separate procurement MEF contracts 
one external auditor for all ADB projects. The 
current auditor is KPMG. 

 

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

N/A as project has not yet started. 

 

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 National Audit Authority (NAA).   

6.13 Has the project prepared 
acceptable terms of reference 
for an annual project audit? 
Have these been agreed and 

No, PMU and MEF will prepare the TOR 
which will be submitted to ADB for 
approval.  
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discussed with the EA and the 
auditor? 
6.14   Has the project auditor 
identified any issues with the 
availability and completeness of 
records and supporting 
documents? 

No, there are not.  

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)? 

Yes, the Auditor contracted by MEF for ADB 
projects has knowledge and experience of ADB 
projects and procedures. Project staff may 
need to give Auditor supplemental information 
from time to time.  

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

N/A as project has not yet started. 

 

[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? 

N/A as project has not yet started. 

 

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

Financial statements are prepared by the 
external auditors, not by the entity.  

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

Yes, they are. 
 

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?  

Monthly report, quarterly report and annual 
report. 

 

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

Yes as presented in FMM.  
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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,  

7.6 Are financial management 
reports used by management?  Yes.  

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

Yes they do. 

 

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?  

Financial reports prepared by accounting 
system according to ADB standard (Sage 
50 Premium accounting system). 

 

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 the 
physical data may not 
synchronize with the financial 
data? 

For MAFF, no. Excel is being used for PCU 
and ADB report. 
For the project, yes, generated in quarterly 
reporting. 

 

7.10 Does the entity have 
experience in implementing 
projects of any other donors, co-
financiers, or development 
partners? 

Yes it does.  

8. Information Systems   

8.1 Is the financial accounting 
and reporting system 
computerized?  

For MAFF, yes, Conical Hat and FMIS 
For project, yes, using Sage 50 accounting 

software  
 

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

For MAFF, Conical Hat 
For project, the software is off the shelf but 
customized for reporting to comply with the 
required financial report in financial manual 

 

8.3 Is the computerized software 
standalone, or integrated and 
used by all departments in the 

No.  It is integrated for the Project Finance 
Unit only. 

Lack of 
control 
from 
Departmen
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headquarters and field units 
using modules?  

t of 
Finance of 
MAFF 

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? 

Manually. Entity financial data is manually 
posted in project accounting system (Sage 
50). 

 

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, the project computerized software is 
used for directly generating periodic 
financial statements.  

 

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

Yes, FMIS and CONICAL HAT can for 
RGC, however, this is now in the process 
of transition from hard copy documents.   

 

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

Yes, the MEF is giving training to the 
MAFF staff.   
 

 

8.8 Do the management, 
organization and processes and 
systems safeguard the 
confidentiality, integrity and 
availability of the data?  

For MAFF, no, as they are still using hard 
copy documents. 
For project, yes they do.  

8.9   Are there back-up 
procedures in place? 

For MAFF, they are still using hard copy 
documents. 
For project, yes there are. 

Risk of 
losing 
data. 

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

For MAFF, they are still using hard copy 
documents during piloting and it may 
effectively continue to do so after piloting. 
For project, documents are backed up in 
the project external hard disk and in the 
online Dropbox or document storage/share 
application. 

 

*N/A stands for not applicable. 
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ANNEX 2 :  FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE (MRD) 
 

Financial Management Assessment Questionnaire  
Ministry of Rural Development (MRD)  

ADB TA-9545: Agricultural Value Chain Infrastructure Improvement Project 

Topic Response Potential 
Risk Event 

1. Executing 
Agency/Implementing Agency 

 
  

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

The Ministry of Rural Development (MRD), 
servingas Implementing Agency (IA), is a 
state central administrative body 
established by Sub-decree No. 78 dated 1 
December 1997, concerning the 
organization and functioning of MRD.  The 
current organizational structure of MRD is 
attached in Annex 2. 

 

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

100% Government-owned.   

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

N/A*  

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

Yes, for ADB: RRIP, RRIP II, PPIP III, 
coordinating implementation of L3151-CAM 
and took full implementation of L1385-CAM 
(SF). For IFAD:  
Project for Agriculture Development and 
Economic Empowerment (PADEE). 

 
 
 

1.5 Briefly describe the statutory 
reporting requirements for the 
entity. 

MRD provides work progress and financial 
reports on a monthly, quarterly and annual 
frequency on approved budget programs to 
the Budget Department, Ministry of 
Economy and Finance, and annually to the 
National Treasury. Project reports are 
reported to MEF, to development partners 
(DPs) and to the Government of Cambodia 
as required. 

 

1.6 Describe the regulatory or 
supervisory agency of the entity. 

Ministry of Economy and Finance 
 

 
 

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

The governing body for technical program 
oversight will be the Project Steering 
Committee (PSC) which is independent 
and comprised of senior representatives of 
the executing and implementing agencies.  
The PSC will be established within 3 
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months after the project becomes effective 
and will be chaired by the MAFF.  
 
Project supervision and coordination will be 
provided by the The Ministry of Agriculture, 
Forestry and Fisheries (MAFF), serving as 
Executing Agency (EA) and as 
Implementing Agency (IA) for outputs 2, 
the Ministry of Economy and Finance 
(MEF)/NBC/Other-appointed Administrator, 
serving as Implementing Agency (IA) for 
output 1, and the Ministry of Rural 
Development (MRD) serving as 
Implementing Agency (IA) for output 3. In 
addition, MEF’s General Department of 
International Cooperation and Debt 
Management, focal person/department will 
be ______________. 

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 is 
attached in Annex 2. 
Yes, it is. 
Project Director, Project Manager, 
Accountant and 3 staffs.  

 
 
 
 

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

Yes, as covered by the Statute for Civil 
Servants which applies.  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 (RAMP). 

 
 
 

 

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

There are no historical issues reports of 
ethics violations involving the entity and 
management.  
 

 

   

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 diagram is 
presented in Figure 2. 
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2.2 Are the (proposed) 
arrangements to transfer the 
proceeds of the loan (from the 
government / Finance Ministry) 
to the entity and to the end-
recipients satisfactory?  

Yes, they are.  
 
 

2.3 Are the disbursement 
methods appropriate? 

Yes, they are.  

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

None reported at present.  In the past it is 
reported that some projects experienced 
slow disbursement of government funds 
affecting  project implementation, however  
the underlying causes have been 
addressed and resolved through revisions 
to streamline funds flow. 

Delay in 
payment 
and of 
activities 
resulting in 
slow 
disburseme
nt. 

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

National Bank of Cambodia for RGC fund 
and ACLEDA Bank for fund from ADB. 

 

2.6 Is the bank in which the 
Advance Fund 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, it is. 
Yes, it is. 
Yes, it is. 
Yes, it is. 

 

2.7     Is the ceiling for 
disbursements from the Advance 
Fund Account and SOE 
appropriate/required? 

Yes, it is.  

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

Yes, it has experience with ADB projects.   
 
Training is also provided by MEF. 

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

2.9 Does the PIU have adequate 
administrative and accounting 
capacity to manage the Advance 
Fund and statement of 

Yes, but capacity is limited. Neither 
concern nor uncertainty as PIU follows 
ADB’s LDH and FMM. 
 

Need for 
ongoing 
consultants
’ support 
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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. 

Training is being provided to new 
accountants. The training includes financial 
management, reconciliations of bank 
accounts, procedure of fund flow, 
accounting procedures, reporting and 
auditing requirements.   

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. 

 

2.11 How are the counterpart 
funds accessed? 
 

The counterpart funds for the project are 
accessed through a Sub-account.  
 

 

2.12 How are payments made 
from the counterpart funds?  
 

Counterpart funds are authorised by MEF 
and processed through the National 
Treasury. Immediately after loan 
effectiveness, the Government, through 
MEF, will open US dollar special accounts 
at the National Bank of Cambodia (NBC). 

 

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?  

N/A 

 

2.14 Are the beneficiaries 
required to contribute to project 
costs? If beneficiaries have an 
option to contribute in kind (in 
the form of labor or material), are 
proper guidelines and 
arrangements formulated to 
record and value the labor or 
material contributions at 
appraisal and during 
implementation?  
 

N/A 

 

   

3. Staffing   



49 
 

 
 

Topic Response Potential 
Risk Event 

3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart.  
 

 
Project Director, Project Manager, 
accountant staff and 3 project staff.   

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

Yes, existing contract staff will be assigned 
to the project.  

 

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.  

There are TORs for all positions. The 
project accountant will have diploma of 
accounting and finance equivalent, such as 
Master Degree of Business Administration 
and more training in accounting from 
private school and training from Ministry of 
Economy and Finance (see TORs). 
 

 

3.4 Is the project finance and 
accounting function staffed 
adequately?  

Yes, they are. If the project needs more 
consultants to work with, they are welcome 
to add.  

 

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

Yes.  They have more than 5 years’ 
experience in ADB project accounting at 
MRD. 

 

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

Yes, they are.  

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

Year-to-year.  
 

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

No key positions outstanding.  Contract 
staff advancement to permanent 
government staff position only occurs 
through incentive or promotion.   

 

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. 

No new accountant staff are planned. 

 

3.10 Does the project have 
written position descriptions that 
clearly define duties, 
responsibilities, lines of 
supervision, and limits of 

Yes. 
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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.)?  

No clear information.  Turnover rate often 
depends on management of the project.   

 

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

The MEF and ADB updated new system, 
they will provide training to the accountants 
for FMM and ADB system.  

 

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

 

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

 

4. Accounting Policies and 
Procedures 

 
 

4.1 Does the entity have an 
accounting system that allows 
for the proper recording of 
project financial transactions, 
including the allocation of 
expenditures in accordance with 
the respective components, 
disbursement categories, and 
sources of funds (in particular, 
the legal agreements with ADB)? 
Will the project use the entity 
accounting system? If not, what 
accounting system will be used 
for the project? 

MRD follows the new updated Financial 
Management Manual (FMM) from MEF and 
follows the CPD from ADB.  
 
 

 

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

Yes, they are. 

 

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

Yes, they are. 

 

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

Yes, they are.  Yes, they are. 

 

4.6  Describe the EA’s policy for 
retention of accounting records 
including supporting documents 
(e.g., ADB’s policy requires that 
all documents should be 
retained 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?  

This assessment has been completed for 
the Implementing Agency (IA) and not the 
EA, which is the subject of a separate 
assessment. There is PAM specific policy 
in the project and accounting Manual from 
MEF and ADB. 

 

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

None outstanding. 
 

Segregation of Duties   

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

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

 

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

Yes, they are. 

 

Budgeting System   
4.10 Do budgets include 
physical and financial targets?  

Yes, they are for PMU.   
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4.11 Are budgets prepared for all 
significant activities in sufficient 
detail to allow meaningful 
monitoring of subsequent 
performance?  
 

Yes, they are for PMU. 

 

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

Yes, they are for PMU.Yes, they are for 
PMU. 

 

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

Any variations are prepared and approved 
in advance at PMU.  
  

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

None.  Cannot spend or vary budgets 
without full approval of the MEF. 

 

4.15 Who is responsible for 
preparation, approval and 
oversight/monitoring of budgets?  
 

Technical staff, project manager, project 
director, MEF, and ADB  
  

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

For project,budgets are prepared with the 
template provided by MEF based on LA, 
PAM and procurement plan. Yes, they are 
prepared based on FMM.  

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? 
 

Yes, they are. 
 
 
 
No, there isn’t.  
  

 Is there evidence that 
government counterpart funding 
is not made available adequately 

No, there isn’t. 
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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? 

None. Yes, there is.  
  

Payments   

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

Yes, these procedures are followed as stated. 

 

4.19 Are all invoices stamped 
PAID, dated, reviewed and 
approved, recorded/entered into 
the system correctly, and clearly 
marked for account code 
assignment?  

Yes, they are. 

 

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

Yes, they are. Yes, they are. 

 

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

Modified cash accounting by the project.  
  

4.22 What accounting standards 
are followed (International 
Financial Reporting Standards, 
International Public Sector 
Accounting Standards – cash or 

Cambodian Accounting Standards are 
adopted from International Financial 
Reporting Standard. It follows modified 
cash accounting.  
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accrual, or National Accounting 
Standards (specify) or other?  

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

Yes, it follows SOP, FMM, PM, ADB’s LDH 
at PMU.  

 

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

Yes, it will be. 

 

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. 

 

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

Yes, they are in SOP.  
 

 

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

Yes, they do.  

 

4.28 Are manuals distributed to 
appropriate personnel?  

Yes, they are.   

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

Yes they are for ADB projects. 
 

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. 

Direct payment signed by accounting staff, 
Project Manager, Project Director, Vice 
Minister and Minister.  Minister authorized 
signatory for payments. 
 
Non Direct Payment signed by accounting 
staff, Project Manager, and Project 
Director.  Project Director authorized 
signatory for payments. 
 

 
 
 
 

4.31 Does the organization 
maintain an adequate and up-to-

Yes, it does.  
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date cashbook recording 
receipts and payments?  
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?  

It follows the procedures stated in FMM. 
Yes, they do.  
  

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

Yes, they are.  
Yes, it is on a monthly basis as necessary. 

 

4.34   Are all reconciling items 
approved and recorded? 

Yes, they are.  

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

Yes, they are. 

 

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

No, there aren’t.   

4.37  Are there appropriate 
controls in safekeeping of 
unused cheques, USB keys and 
passwords, official receipts and 
invoices? 

Yes, they are. 

 

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

No, there aren’t. 

 

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

No online transactions currently in use.  

 

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

Follow MEF and ADB project guidelines. 

 

4.41 Does the entity maintain 
a Fixed Assets Register? Is the 
register updated monthly?  Does 

Yes, it is. Yes, it is. Yes, it does.  
  



56 
 

Topic Response Potential 
Risk Event 

the register record ownership of 
assets, any assets under lien or 
encumbered, or have been 
pledged? 
4.42 Are subsidiary records of 
fixed assets, inventories and 
stocks kept up to date and 
reconciled with control 
accounts?  

Yes, under project procedures these are 
kept updated and reconciled. 

 

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

Yes, under project procedures there are 
annual physical checks. Yes they are. 

 

4.44 Are the physical inventory 
of fixed assets and stocks 
reconciled with the respective 
fixed assets and stock registers, 
and discrepancies analyzed and 
resolved? 

Yes, under project procedures asset 
registers are reconciled. 

 

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? 

Project procedures follow FMM. 

 

4.46 Are assets sufficiently 
covered by insurance policies?  
 

No they are not. 
 

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

N/A 

 

Other Offices and 
Implementing Entities 

  

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

N/A 
 

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. 

N/A  
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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?  

N/A 

 

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

N/A 

 

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. 

N/A 

 

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

N/A 

 

Contract Management and 
Accounting   

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

Yes, it does. Contract register used to track 
the information for each contract. Yes they 
are. 
 

 

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

Yes, it does. 

 

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

Fraud, corruption, waste and misuse of 
project resources can be reported to the 
Project Manager, Project Director or head 
of the IA.  
Project procedures for advising employees 
and stakeholders to whom to report fraud, 
waste or misuse of project resources or 
property are defined. 
 

 

5. Internal Audit   
5.1 Is there an internal audit (IA) 
department in the entity?  

Yes, there is at MRD. It was established by 
sub-decree no. 113/ANKR/BK dated 13 
August 2008.MRD has a Department of 
Internal Audit which partially functions as 
an internal auditor. However, this 
department reviews processes and 
transactions on a routine basis to identify 
problems and areas of control 
weaknesses. 

 

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

Current staff has 2 qualified accountants to 
perform a true internal audit function. There 
is a need for further capacity building within 
the internal audit department.   

 

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

The internal audit is reported to the 
Minister of MRD   

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

Based on past experience with other 
projects, no it will not.  

5.5  Are actions taken on the 
internal audit findings?  Yes, they are.  

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 MRD. 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. 

 

5.7 Is the IA department 
independent?   

Yes, it is.  

5.8 Do they perform pre-audit of 
transactions? No, they don’t.  

5.9 Who approves the internal 
audit program? Minister of MRD.  
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5.10 What standards guide the 
internal audit program?  

Law on audit of Cambodia, Sub-decree on 
establishment and organization of internal 
audit of ministries, entities, public 
enterprises, Sub-decree on establishment 
of Internal Audit Department of MAFF, 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 that actions 
are taken to rectify these deficiencies. 

 

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

Most of the employees have been working 
for IAD around 3 to 6 years.  
 

 

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

Yes, but limited in IT audit. 
 

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

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

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

Yes, it has among departments. 

 

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)? 

Yes, they have been trained by ADB 
funded project.  
 

 

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. The external audit includes MEF, 
NAA, and MONARI.  

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

Yes, there are. After one month.  

 

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

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

No, there weren’t.  
  

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

Yes, it does. 

 

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

No, it hasn’t. 

 

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

No, it hasn’t. 

 

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

Yes, the Auditor contracted by MEF for ADB 
projects has knowledge and experience of ADB 
projects and procedures. Project staff may 
need to give Auditor supplemental information 
from time to time.  

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

No, there aren’t.  
 

 

External Audit – project 
level 

 
 

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

No.  A separate auditor is appointed for the 
project financial statements. 
Under separate procurement MEF contracts 
one external auditor for all ADB projects. The 
current auditor is KPMG. 

 

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

N/A as project has not yet started. 
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reports 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 National Audit Authority (NAA).  

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, PMU and MEF will prepare the TOR 
which will be submitted to ADB for 
approval.  
  

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

No, it hasn’t. 

 

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)? 

Yes, it does. 

 

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

N/A as project has not yet started. 

 

[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? 

N/A as project has not yet started. 

 

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

Yes, they are at the PMU. 
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7.2 Are financial statements and 
reports prepared for the 
implementing unit(s)?  

No, they aren’t. 
 

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?  

Monthly report, quarterly report and annual 
report. 

 

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

No, it doesn’t.  
 

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 at PMU.  
 

 

7.6 Are financial management 
reports used by management?  Yes, they are.  

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

Yes, they do at PMU. 

 

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?  

Financial reports are prepared manually by 
Spreadsheet at PIU, but by automated 
accounting system at PMU.  

 

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 the 
physical data may not 
synchronize with the financial 
data? 

Yes, at the PMU, generated in quarterly 
reporting. 

 

7.10 Does the entity have 
experience in implementing 
projects of any other donors, co-
financiers, or development 
partners? 

Yes it does. 

 



63 
 

 
 

Topic Response Potential 
Risk Event 

8. Information Systems   

8.1 Is the financial accounting 
and reporting system 
computerized?  

Yes, for MRD. Sage 50 Accounting 
Software System. 

The 
financial 
transaction
s are not 
recorded 
consistentl
y and 
properly.  

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

Sage 50 Accounting, and using Excel 
sheet for supporting the reports.  

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

No.  It is integrated for the Project Finance 
Unit only. 

 

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? 

Yes, done with automatic data transfer. 

 

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, it is. 

 

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

Yes, using Sage accounting software, with 
Excel sheet for supporting the reports.  

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

Yes, every year from MEF. 
 

8.8 Do the management, 
organization and processes and 
systems safeguard the 
confidentiality, integrity and 
availability of the data?  

Yes, they do. 

 

8.9   Are there back-up 
procedures in place? 

Yes, there are.  

8.10 Describe the backup 
procedures – online storage, 
offsite storage, offshore storage, 

Project documents are backed up in the 
project external hard disk and in the online  
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fire, earthquake and calamity 
protection for backups. 

Dropbox or document storage/share 
application. 

*N/A stands for not applicable. 
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ANNEX 3 : FINANCIAL MANAGEMENT ASSESSMENT QUESTIONNAIRE (MEF) 
 

Financial Management Assessment Questionnaire  
Ministry of Economy and Finance (MEF/GDFI/FMID)  

 

Topic Response Potential Risk Event 
1. Executing 
Agency/Implementing 
Agency 

  

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

Ministry of Economy and 
Finance (MEF), Implementing 
Agency was established by the 
Royal Kram No. 
NS/RKM/0196/18 dated January 
24, 1996.  

 

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

100% Government-owned  

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

N/A 

 

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

Yes. For example, GDFI has 
been partly involved in 
implementing Loan 3831-
CAM: Inclusive Financial 
Sector Development 
Program-Subprogram 2 

 

1.5 Briefly describe the 
statutory reporting 
requirements for the entity. 

• Quarterly Progress 
Report to be 
consistent with ADB’s 
project performance 
reporting 

• Consolidated Annual 
Report. This report 
has to disclose: 
(i) Progress 

achieved by 
outputs 

(ii) Key 
implementatio
n issues and 
solutions 

(iii) Update 
procurement 
plan 

(iv) Update 
implementatio
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n plan for next 
12 months 

• Project completion 
report within 6 months 
of physical completion 
of the project 

1.6 Describe the regulatory or 
supervisory agency of the 
entity. 

• Project Completion 
Report 

• EA/IA/PMU 

 

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

Project Steering Committee. 
PSC is to provide project 
oversight. The PSC Chaired 
by Minister of MAFF, Co-
Chaired by MEF, 
Representative from MRD 
and others 

 

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

Pls find attached organization 
structure  

 

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

Yes  

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

None 

 

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. 

• EA opens advance 
account at NBC 

• IA opens advance 
account at 
commercial bank 
acceptable to 
DP/MEF 

• EA request for initial 
advance, 
reimbursement, 
director payment, 
commitment to MEF & 
ADB 

• Advance fund is 
transferred from ADB 
to advance account in 
NBC (EA) 
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• EA transfer fund to IA 

as requested 
• IA make payment to 

contractors/ 
suppliers/consultants 

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

Yes, this transfer 
arrangement to entity and to 
the end recipients is 
satisfactory 

 

2.3 Are the disbursement 
methods appropriate? 

• Yes, the disbursement 
methods are appropriate 

• Disbursement methods 
are: 
- Reimbursement 
- Advance 
- Direct payment 
- Commitment 

 

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

n/a  

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

National Bank of Cambodia 
(NBC) 

 

2.6 Is the bank in which the 
Advance Fund 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? 

• National Bank of 
Cambodia is not 
issuing and 
administering letter of 
credit (LC) 

 
• Only commercial bank 

could process and 
administer the LC 

 

2.7     Is the ceiling for 
disbursements from the 
Advance Fund Account and 
SOE appropriate/required? 

Yes, ceiling for disbursement 
and SOE is required to be set 
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2.8 Does the (proposed) 
project implementing unit 
(PIU) have experience in the 
management of 
disbursements from ADB?  

Yes  

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

Yes  

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

None 

 

2.11 How are the counterpart 
funds accessed? 
 

• Annual Financing plan 
(All sources of fund to 
be shared) 

• Through Interim 
Financial Report (IFR) 
to show expenditure 
by sources of fund, 
cumulative 
expenditure by 
sources of fund 

• Quarterly/Semi-
annual Progress 
Report 

• Withdrawal 
Application for RGC 
counterpart fund 

 

2.12 How are payments 
made from the counterpart 
funds?  
 

• EA/IA has to open 
project bank account 
for RGC counterpart 
funds 

• EA/IA has to request 
for replenish RGC 
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counterpart fund to 
MEF as required 

• Counterpart fund is 
paid based on share 
cost or percentage as 
agreed in PAM or FA 

• Counterpart fund is 
paid directly to 
supplies/ consultants/ 
project staff from 
Counterpart bank 
account 

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?  

No 

 

2.14 Are the beneficiaries 
required to contribute to 
project costs? If beneficiaries 
have an option to contribute 
in kind (in the form of labor or 
material), are proper 
guidelines and arrangements 
formulated to record and 
value the labor or material 
contributions at appraisal and 
during implementation?  
 

n/a 

 

3. Staffing   
3.1 What is the current and/or 
proposed organizational 
structure of the accounting 
department? Attach an 
organization chart.  
 

The General Department 
structure: 

• Director General  
• Deputy Director 

General in charge of 
…… 

• Director in charge 
of…… 

• Office chief of 
………….. 

• Office chief 
of…………… 
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3.2 Will existing staff be 
assigned to the project, or will 
new staff be recruited? 

Both  

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.  

Proposed accounting staff: 
1. Financial 

Management 
Consultant 

2. Chief of finance 
officer…. 

3. Finance Officer……. 
4. Accountant………. 
5. Cashier…………… 

(See detail appendix 
of full job description, 
CV attached-need to 
be developed with 
support from ADB’s 
TA) 

 

3.4 Is the project finance and 
accounting function staffed 
adequately?  

Yes, they are adequate 
 

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

No  

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

No  

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

n/a 
 

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

The key positions needed: 
-financial official 
-accounting staff  
-financial management 
consultant 

 

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. 

To be confirmed to attach all 
those required documents 
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3.10 Does the project have 
written position descriptions 
that clearly define duties, 
responsibilities, lines of 
supervision, and limits of 
authority for all of the officers, 
managers, and staff?  

The TOR is clearly defined in 
SOP/FMM or in an internal 
Financial Management 
Guidelines for individual staff 
and managers to be 
responsible for 
 

 

3.11 What is the turnover rate 
for finance and accounting 
personnel (including 
terminations, resignations, 
transfers, etc.)?  

n/a  

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

The correct finance staff has 
to participate in the specific 
and correct training topics 
which is linked with the 
project financial management 

 

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

n/a  

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? 

The entity has an accounting 
system to record and report 
the receipts and project 
expenditures based on the 
international standard IPSAS 
and consist of government 
chart of account and budget 
classification and government 
SOP/FMM for externally 
projects/programs and its 
Internal Financial 
Management Guidelines for 
the current project 

 

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

Yes, internal control of the 
PMU structure for the project 
is found appropriate and 
adopted all the policies and 
procedures required. It 
compliances with government 
and donor policies and rules 
for recording and reporting 
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and monitoring the finance 
performance 

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

Yes, the MEF issued relevant 
Prakas on Chart of Account 
to apply not only the public 
sector but also for DP funded 
project. The SOP on 
Financial Management also 
included the section how to 
set up CoA for a project to 
follow the government 
regulations 

 

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

Yes, usually cost allocation 
with various funding sources 
are accurate and based on 
the agreement 

 

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

Yes, there are some 
reconciliation to be done: 
Cash Reconciliation 
Bank Reconciliation 
Advance Reconciliation 
LFIS Disbursement 
Reconciliation 
Those statements are 
reconciled by monthly or 
quarterly and as required. 
The SOP on FM covered this 
section 
 

 

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 

In Government SOP on 
Financial Management, the 
accounting records have to 
retain for a minimum of ten 
years in a safe and secure 
location 
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authorized users easy 
access?  

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

None 
 

Segregation of Duties   

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

The segregation of duties is 
clearly stated. The SOP on 
Financial Management and 
Internal Financial 
Management Guidelines is 
included for authorized 
persons to execute the 
transactions and reporting 
and perform other tasks 

 

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

Yes, this is reflected in SOP 
on FM and SOP on 
Procurement  

Budgeting System   
4.10 Do budgets include 
physical and financial 
targets?  

Yes, the budget planning is 
always included all of these 
targets 

 

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

Yes, annually budget is 
based on all significant 
planned activities  

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

Yes, the Interim Financial 
Report is prepared by 
including the Budget 
Monitoring Report to show 
the actual against budget. 
The variance analysis is 
provided to explain for 
individual category or 
component 
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4.13 Are approvals for 
variations from the budget 
required (i) in advance, or (ii) 
after the fact? 
 

Yes, the approval is required 
for some variations relative to 
advance or after the fact.  

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

n/a  

4.15 Who is responsible for 
preparation, approval and 
oversight/monitoring of 
budgets?  
 

• Budget preparation, 
monitoring is under 
project manager and 
project director 

• Budget approval and 
oversight is under 
Project Steering 
Committee 

 

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

• Finance unit of a 
project consolidate 
the budget collect 
from each component 

• Consolidated budget 
submits to Project 
Steering Committee 
for call a meeting to 
review 

• Then the endorsed 
annual budget by 
PSC pass to DP then 
to MEF 

 

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? 
 

• The actually, project 
plan and budgeting is 
realistic 

• Sometimes, 
budgeting is required 
to reallocate 

• The original project 
cost by category or 
component is not fit to 
the actual project 
needs increased 

• Budget Forecasting is 
required for remaining 
period compared with 
the available project 
cost 
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 Is there evidence that 
government counterpart 
funding is not made available 
adequately or on a timely 
basis in prior projects? 
 

• Government 
Counterpart fund is 
usually available for a 
project to operation  

What is the extent of over- or 
under-budgeting of major 
heads over the last 3 years? 
Is there a consistent trend 
either way? 

None 

 

Payments   

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

Yes, these procedures are 
currently used for DP funded 
project to pay 
suppliers/contractors 

 

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, all invoices are 
attached with 
Disbursement 
Voucher for approval 

• After the DV and 
supporting documents 
approved and paid, 
the invoices and other 
supporting documents 
are stamped “PAID” 

• The Approved DV has 
to record into the 
system with the 
specific chart of 
account code 
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4.20 Do controls exist for the 
preparation of the payroll? 
Are changes 
(additions/deductions/modific
ations) to the payroll properly 
authorized?  

• The payroll is 
prepared under the 
actual staff 
performance 

• Any changers, 
approval from 
management is 
required before 
prepare the payroll 

• The payroll is required 
to double check from 
delegated finance 
officer 

 

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

• Currently, MEF issued 
the Prakas no. 545 
dated 6th June 2019 
on cash basis of 
accounting for public 
institutions and DP 
funded project to 
prepare the financial 
statements 

 

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?  

• The government 
adopted the 
Cambodia Public 
Sector Accounting 
Standard (CPSAS) 
Cash Basis of 
Account-IPSAS 

• The financial 
statement is prepared 
under the 
International Financial 
Reporting Standard 
(IFRS) 

 

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

• The SOP on Financial 
Management is 
updated and trained 

• To support this, ADB 
Disbursement 
Handbook is a crucial 
guidelines 

 

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

Yes, accounting policies and 
procedures is regular 
updated and trained  
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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?  

• The new procedures 
or policies are only 
approved by MEF and 
ADB  

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

• The SOP on Financial 
Management is 
covered all those 
procedures and 
policies 

• Internal Financial 
management 
Guidelines is covered 
all policies and 
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, they are: 
• Delegation of internal 

control 
• Segregation of duties 

among finance staff 
• Accounting system 

protection to access 

 

4.28 Are manuals distributed 
to appropriate personnel?  

Yes  

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

They are: 
• Daily posting 

approved vouchers 
• Daily filing system 

manage 
• Daily prepare voucher  
• Month-end close 

transactions 
• Month-end reconcile 

or adjustment 
• Month-end prepare 

financial reports 
• Prepare IFR report 

and submit by 
deadlines 

 

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 

To be confirmed: 
• Director General 

……… 
• Deputy Director 

General…. 
• Department 

Director……… 
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keys, or equivalent for online 
transactions. 

• Or Ministry 
representative………
…. 

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

Yes, the cashbook is usually 
updated for keep track the 
receipts and payments  

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?  

1. The collection cash is 
from: 

•  The remaining cash 
from advances 

• Cash receipt from 
bidding sales 

2. The procedures for deposit 
these funds are timely 
manner not delay.  
3. The procedures are clearly 
covered in SOP on Financial 
Management 
4. Cash receipt must keep in 
safe and secure location 

 

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? 

The main reconciliation: 
• Cash Reconciliation 

Statement is done 
monthly or as 
required 

• Bank Reconciliation 
Statement is done 
monthly basis or as 
required 

• Cash Count is 
physical checked as 
monthly basis or as 
required 

 

4.34   Are all reconciling 
items approved and 
recorded? 

The reconciliation statements 
are approved by 
management and recorded 

 

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

The unusual items on the 
bank reconciliation has to 
investigate and clarify  

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

None  

4.37 Are there appropriate 
controls in safekeeping of 
unused cheques, USB keys 

n/a 
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and passwords, official 
receipts and invoices? 
4.38 Are any large cash 
balances maintained at the 
head office or field offices? If 
so, for what purpose? 

n/a 

 

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

n/a 

 

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: 

• Fixed Asset Register 
is maintained 

• All project assets 
must be tagged 

• At least 6-month, 
physical check is 
conducted 

• Any movement 
project assets have to 
inform to 
management 

• Fixed Asset 
Reconciliation to 
compare with Fixed 
asset in registers and 
in the system 

 

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

Yes, project maintain Fixed 
Asset Register and regular 
updated 

 

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

The Fixed Asset Inventory 
Reconciliation statement is 
implemented  

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

Fixed Assets are: 
• Tagged all fixed assets 

bought  
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inventories and stocks 
appropriately labelled? 

• At least 6-months 
period, the physical 
check must be done 

4.44 Are the physical 
inventory of fixed assets and 
stocks reconciled with the 
respective fixed assets and 
stock registers, and 
discrepancies analyzed and 
resolved? 

After physical check: 
• Fixed asset must 

reconcile with system 
• Update the Fixed Asset 

Registers 
 

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? 

After physic check: 
• The progress 

report/minutes of 
checking is prepared 

• Any assets lost, 
broken has to inform 
to management 

• Proposal for remove 
the broken asset or 
lost assets from the 
fixed asset register is 
required 

• After approval, the 
fixed asset register is 
updated and 
reconciled with the 
system 

 

4.46 Are assets sufficiently 
covered by insurance 
policies?  
 

• Mostly project 
vehicles are applied 
for insurance  

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

• Based on the 
application of 
Cambodia Public 
Sector Accounting 
Standard Cash Basis 
of Accounting, the 
asset depreciation is 
not applied. The fixed 
assets bought treated 
as 100% expense. 

 

Other Offices and 
Implementing Entities 

  

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

n/a 

 

4.49 Describe the staff, their 
roles and responsibilities in 

n/a  
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performing accounting and 
financial management 
functions of such offices as 
they relate to the project. 
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?  

The segregation of duties has 
been done among the 
finance staff to be separate 
responsibility and account for 
in general 

 

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

n/a 

 

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. 

n/a 

 

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

• The main EA has to 
develop the action 
plan for monitoring 
the sub-accounts 
quarterly basis to 
review the financial 
performance and 
financial 
management. The 
progress report is 
prepared to reflect the 
finding relative to 
financial management 
and submit to 
management for take 
action to improve 

• FM refresher training 
is required to improve 
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the existing capacity 
to all finance staff 

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? 

IAs has maintained the 
contract registers to follow up 
and update the payment and 
tracking the contract balance 
to be paid. The registers 
must be reconciled.  

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

Yes, the reconciliation is 
required to keep track the 
payment made and available 
balance with contractors 

 

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

These issues are covered in 
SOP on Financial 
Management and SOP on 
procurement, SOP on project 
management etc. 

 

5. Internal Audit   
5.1 Is there an internal audit 
(IA) department in the entity?  

Yes, under the Ministry  

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

They have limited capacity 
and are mostly recent 
graduate with limited 
experiences in internal audit 

 

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

Minister  

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

not sure 

 

5.5 Are actions taken on the 
internal audit findings?  Yes, all are implemented  
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5.6 What is the scope of the 
internal audit program? How 
was it developed? 

The internal audit program is 
developed based on the 
Public Auditing Standard for 
Cambodia to check the 
effectiveness, efficiency and 
economy of the entity, the 
responsibilities of financial 
reports, the compliance with 
law, policies, orders, and 
procedures 

 

5.7 Is the IA department 
independent?   

No, within ministries under 
management of ministers  

5.8 Do they perform pre-audit 
of transactions? 

No, after the transaction 
finished 

 

5.9 Who approves the 
internal audit program? 

Minister  

5.10 What standards guide 
the internal audit program?  

Public Auditing Standard for 
Cambodia 

 

5.11 How are audit 
deficiencies tracked? 

Based on quality audit report 
to compliance with Public 
Auditing Standard for 
Cambodia 

 

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

Staff of General Department 
of Internal Audit have been 
carrying out internal audit 
work for many years   

 

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

Yes, they are 
 

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

None 

 

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

None  

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

No 

 

6. External Audit – entity 
level 

  

6.1 Is the entity financial 
statement audited 

n/a  
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regularly by an 
independent auditor? 
Who is the auditor?  
6.2 Are there any delays 
in audit of the entity? 
When are the audit 
reports issued?  
 

n/a 

 

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

Has to comply with the 
Cambodian International 
Standards on Auditing (CISA) 

 

6.4 Were there any major 
accountability issues 
noted in the audit report 
for the past three years?   

n/a 

 

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

n/a 

 

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? 

n/a 

 

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

n/a 

 

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)? 

If selected, must have 
experiences with ADB’s 
guidelines and procedures 
has been selected  

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

n/a 
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Topic Response Potential Risk Event 

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? 

The entity’s financial 
statement is audited by MEF 
auditor 
 

 

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

n/a 

 

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 National Audit Authority 
(NAA) 

 

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? 

Yes, in general the Audit 
TOR to be acceptable to 
MEF and ADB and agreed  
with auditor also  

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

n/a 

 

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)? 

n/a 

 

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

none 

 

[For second or subsequent 
projects] 
6.17   Were past audit reports 
complete, and did they fully 

n/a 
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Topic Response Potential Risk Event 
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? 
7. Reporting and 
Monitoring 

  

7.1 Are financial statements 
and reports prepared for the 
entity?  

n/a  

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

Yes 
 

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?  

Yes, the format below 
applied: 
- Monthly financial 

management reports for 
project management level 

- Quarterly Interim Financial 
Report (IFR) is for MEF 
and DP 

- Annual Financial 
Statements are for auditors 

 

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

Yes has to be adapted to 
comply in SOP on Financial 
Management/MEF and as 
required by ADB 

 

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?  

n/a 

 

7.6 Are financial 
management reports used by 
management?  

Exactly, reports will be used 
by management. 

 

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

Yes 
 

 

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

In practice: 
• Some financial 

reports are generated 
from accounting 
system 
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Topic Response Potential Risk Event 
by spreadsheets or some 
other means?  

• Some are manual 
preparation to support 
the requirements 

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 
the physical data may not 
synchronize with the financial 
data? 

No, but we could generate the 
financial information from the 
system to attach with the 
progress report as required 

 

7.10 Does the entity have 
experience in implementing 
projects of any other donors, 
co-financiers, or development 
partners? 

Yes, with some DPs like ADB 
and WB 

 

8. Information Systems   

8.1 Is the financial 
accounting and reporting 
system computerized?  

Yes  

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

n/a 
 

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

n/a  

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? 

n/a  

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? 

Normally, it will be used for 
directly generating period 
financial statements, but the 
extra manual excel is still 
required to support the 
financial statement 
preparation 
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Topic Response Potential Risk Event 
8.6 Can the system 
automatically produce the 
necessary project financial 
reports?  

Yes, it can 

 

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

More trainings are needed for 
the staff  

8.8 Do the management, 
organization and processes 
and systems safeguard the 
confidentiality, integrity and 
availability of the data?  

To safeguard the data in the 
system with confidentiality, 
integrity and availability the 
accounting system is 
required to set: 

• Only administrator 
could access, correct, 
copy or back-up the 
data 

• The users or posting 
officer, could not 
correct, copy or back-
up the data 

• Those persons 
maintain different 
passwords to access 
the system 

• The passwords are 
usually changed 

• The administrators 
could by finance 
chief/finance officer 

• This procedures are 
included in SOP on 
FM 

 

8.9   Are there back-up 
procedures in place? 

Yes, data back-up is always 
done 

 

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

The back-up should be: 
• Data is back-up to 

external hard disk and 
store in the safe and 
secure location 

• Data back-up could 
be stored in google 
drive 
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ANNEX 4 CURRENT ORGANIZATIONAL STRUCTURE OF MAFF 

 
 

Table 2.1: Organizational Chart of Ministry of Agriculture, Forestry and Fisheries19 
 

 

 
19 Website of Ministry of Agriculture, Forestry and Fisheries   



90 
 

 
ANNEX 5 TERMS OF REFERENCE 
 
A.  Financial Management Consultants at MAFF/PMU 
 
International Financial Management Specialist (10 Person-Months, Intermittent) 
National Financial Management Specialist (24 Person-Months, Intermittent) 
 
1. The International Financial Management Speciaist will have at least a Master’s Degree 
in Business Administration or other related fields with at least 10 years of experience accounting 
and auditing.  The National Financial Management Specialist must have relevant bachelor’s 
degree in accounting or finance with at least 5 years’ experience in accounting and auditing. Both 
specialists must be chartered accountants or equivalent and preferably with significant experience 
working on ADB assisted projects or with other international organizations. The consultant must 
be fully familiar with the applicable accounting standards, national standard operating procedures, 
financial management procedures and procurement guidelines of the government and of the ADB.  
 
2. The consultant’s tasks include:  

(i)  Finance and Accounting  
a. Ensure that the financial management requirements for the whole project are 

complied with 
b. Coordinate with other financial management specialists in the project and 

monitor compliance of the requirements in all outputs 
c. Prepare quarterly budgets for Output 2 and for the whole project and monitor 

utilization of loans and grant proceeds 
d. Develop and establish a manual and standard procedure for project accounting, 

monitoring and internal control 
e. Prepare quarterly financial reports and the annual financial statements as 

required in the loan agreement and project documents for Output 2 
f. Compile all the audited project financial statements and from MEF, MRD, PFIs 

and submit to ADB and a consolidated report for the entire projects 
g. Ensure that proper internal controls are in-place during project implementation 
h. Ensure the compliance of the financial management requirements and financial 

covenants agreed between ADB and the government 
i. Monitor the compliance, and update when necessary, the FM Action Plan in the 

PAM 
g.   Ensure the proper use of the advance account and SOE procedures 
 

(ii)  Auditing  
a. Facilitate and liaise with internal auditors and external auditors in the conduct of 

audit 
b. Provide the necessary documents and support to MAFF during the conduct of 

audit 
c. Advise MAFF on the results of external and internal audits 

  
(iii)  Capacity Building of Financial and Accounting Staff  

a. Provide capacity building support to the financial and accounting staff of MAFF 
to ensure transfer of knowledge on financial management 

b. Facilitate the conduct of trainings provided by ADB under the project or related 
technical assistance 
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B.  Financial Management Consultants at MEF 
 
Financial Management Specialist—National Position, 12 person-months 
 
3. A qualified national financial management specialist with at least 5 years’ experience in 
accounting and auditing. The financial management specialist must be a chartered accountant or 
equivalent and must have a relevant bachelor’s degree. Preferably, the specialist should have 
significant experience working on ADB assisted projects in Cambodia or with other international 
organizations and must be fully familiar with the applicable accounting standards, national 
standard operating procedures, financial management procedures and procurement guidelines 
of the government and of the ADB.  
 
4. The consultant’s tasks include:  

(i)  Finance and Accounting  
a.  Prepare quarterly budgets for Output 1 for the project and monitor utilization of 

loans and grant proceeds  
b.  Develop and establish a manual and standard procedure for project accounting, 

monitoring and internal control  
c.  Prepare quarterly financial reports for the projects and the annual financial 

statements as required in the loan agreement and project documents 
d.   Ensure that proper internal controls are in-place during project implementation 
e.   Ensure the compliance of the financial management requirements and financial 

covenants agreed between ADB and the government 
f.    Monitor the compliance, and update when necessary, the FM Action Plan in the 

PAM 
g.   Ensure the proper use of the advance account and SOE procedures 
  

(ii)  Auditing  
a. Facilitate and liaise with internal auditors and external auditors in the conduct of 

audit 
b. Provide the necessary documents and support to MEF during the conduct of 

audit 
c. Advise MEF on the results of external and internal audits 

  
(iii)  Capacity Building of Financial and Accounting Staff  

a. Provide capacity building support to the financial and accounting staff of MEF to 
ensure transfer of knowledge on financial management 

b. Facilitate the conduct of trainings provided by ADB under the project or related 
technical assistance 

 

C.  Financial Management Consultants at MRD 
 

Financial Management Specialist—National Position, 15 person-months 
 
5. A qualified national financial management specialist with at least 5 years’ experience in 
accounting and auditing. The financial management specialist must be a chartered accountant or 
equivalent and must have a relevant bachelor’s degree. Preferably, the specialist should have 
significant experience working on ADB assisted projects in Cambodia or with other international 
organizations and must be fully familiar with the applicable accounting standards, national 
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standard operating procedures, financial management procedures and procurement guidelines 
of the government and of the ADB.  
 
6. The consultant’s tasks include:  

(i)  Finance and Accounting  
a.  Prepare quarterly budgets for Output 3 for the project and monitor utilization of 

loans and grant proceeds  
b.  Develop and establish a manual and standard procedure for project accounting, 

monitoring and internal control  
c.  Prepare quarterly financial reports for the projects and the annual financial 

statements as required in the loan agreement and project documents 
d.   Ensure that proper internal controls are in-place during project implementation 
e.   Ensure the compliance of the financial management requirements and financial 

covenants agreed between ADB and the government 
f.    Monitor the compliance, and update when necessary, the FM Action Plan in the 

PAM 
g.   Ensure the proper use of the advance account and SOE procedures  
  

(ii)  Auditing  
a. Facilitate and liaise with internal auditors and external auditors in the conduct of 

audit 
b. Provide the necessary documents and support to MRD during the conduct of 

audit 
c. Advise MRD on the results of external and internal audits 

  
(iii)  Capacity Building of Financial and Accounting Staff  

a. Provide capacity building support to the financial and accounting staff of MRD to 
ensure transfer of knowledge on financial management 

b. Facilitate the conduct of trainings provided by ADB under the project or related 
technical assistance 
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