The Payment VVoucher is approved by a relevant delegated officer.

When approved, the payment from the Petty Cash Advance may be made by the Petty Cash
Custodian who must obtain the signature of the recipient on the Payment VVoucher as evidence
of them receiving the cash.

The Petty Cash Advance Holder records the expenditure in the Petty Cash Book and files the
Payment VVoucher.

Posting is made to the PCB from the PCPV as follows:

Dr Expense XXXXXXXX
(Recorded in the relevant column in the multi-column PCB)
Cr Petty Cash XXXXXXXX

Example

Paid office supplies by cash $100. The entry is posted to the ledger accounts as follows:

Dr Office supplies 100
Cr Petty Cash 100

At regular intervals (daily or weekly), the petty cash float must be reconciled and the
expenditure posted to the general ledger:

U The PCB balance must be reconciled to the cash funds and petty cash vouchers held.

U The petty cash expenses in the PCB must be summarised by account and a posting
summary must be prepared.

G If the balance of the petty cash float is less than the amount that has been determined
by the Chief Financial Officer in the petty cash instructions, then action should be
taken to replenish the petty cash float (see below).

After review and approval of the reconciliation and the posting summary by the relevant
delegated officer, the expenditure from the petty cash posting summary is posted to the
relevant ledger accounts.

13.3.3 Replenishing Petty Cash

Replenishment of petty cash funds should be made when the balance in petty cash falls to a
predetermined limit of the original petty cash advance as set out by the Project Chief Financial
Officer.

The accountant prepares a Payment VVoucher and cheque for the replenishment of the petty
cash advance and submits them to the Project Director for approval.

The Project Director approves the Payment VVoucher.

The cheque is signed by the authorised signatories.
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The payment voucher is posted to the General Ledger.

Dr Petty Cash
Cr Special/lmprest Account or Counterpart Funds/Project Bank Account

Example

In a $1000 approved petty cash when the petty cash fund is at $150, the accountant requests the manager who
has the authority to replenish it. A check would be made out for $850 to withdraw from the imprest/special
account. The entry to replenish the petty cash fund is posted to the ledger accounts as follows:

Dr Petty Cash 850
Cr Imprest/Special account 850
13.3.4 Closure of Petty Cash Advances

When a Petty Cash Advance is no longer required, then the Petty Cash Advance must be
reconciled, expenditure posted and the balance of funds held repaid into the appropriate bank
account.

The PCB balance must be reconciled to the cash funds and Payment VVouchers held.
The petty cash expenses in the PCB must be summarised by account and a posting summary
must be prepared.

If there are any funds remaining of the Petty Cash Float, then an official receipt must be
prepared and the posting journal for crediting the balance of the funds to the Petty Cash
General Ledger Account to reduce the balance of that account to 0.00.

The reconciliation, posting summary and receipt and receipt posting journal must be reviewed
and approved by the Project Director.

Dr Special Imprest Account

Dr Expenditure
Cr Petty Cash Account
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14. ADVANCES

14.1 Overview

Cash advances may be made for approved project expenditure where it is not practical or
efficient for payments to be made for expenses by invoice or contract.

Cash advances must be controlled and managed by the project management to ensure proper

acquittal of expenses incurred.

14.2 Key Internal Controls

Cash advances must be approved by properly delegated officers.

A cash advance register must be maintained for all cash advances.

Cash advances must be liquidated with full documentation of expenses incurred from advances
within a limited time period. This time limit for liquidation must be clearly set out on the rules

for petty cash operation that should be made known to all project staff.

There must be timely review and accounting for cash advance expenditure in the project’s
accounting records.

Cash advances must not be made to project personnel or agencies which have previously
uncleared cash advances.
14.3 Procedures

14.3.1 Payment of Advances

The following procedures apply to advances from the imprest/special accounts or counterpart
funds/project bank accounts (US$500 or more):

Applicant completes a request for advance (RA) and submits it to the accountant.
The accountant reviews the RA and submits it to the project director/manager for approval.
The Project Director reviews and approves the RA and returns it to the accountant.

The Accountant prepares a DV, has it approved by the Project Director and arranges for the
check to be processed.

The accountant posts the advance to the General Ledger.

Dr Project Advance
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Cr Special Account or Petty Cash

Record in the Advances Register

Example

$500 withdrawn from the bank account has been advanced to the sub-project. The entry is posted to the
ledger accounts as follows:

Dr Project Advances 500
Cr Imprest/Special Account/Petty Cash 500
14.3.2 Acquittal of Advances

The applicant must complete the reconciliation of amount advanced (RAA) and attach
expenditure receipts.

The accountant reviews the RAA and the project director/manager approves.

The accountant prepares and posts the advance acquittal to the General Journal. If the advance
is over the amount of expenditure and excess funds are refunded, the entry will be:

Special Account Advances

Dr Special Account (unspent moneys)
Dr Expenditure

Cr Project Advances

Petty Cash Advances

Dr Petty Cash (unspent moneys)
Dr Expenditure

Cr Project Advances

Example

Assume that for a $500 advance, vouchers are presented for liquidation for advance for $450 and $50 is
returned. The applicant presented the liquidation of amounts advanced, of which the remaining $50 is
deposited into the bank account. The entry to liquidate the advance is posted to the ledger accounts as
follows:

Dr PCB/Imprest/special account 50
Dr Expenditure 450
Cr Project Advance 500
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15. ASSETS

15.1 Overview

Fixed Assets are assets that are intended for use for a longer term period in the operation of a
project. The RGC does not define what constitutes a fixed asset but in practice generally items
of a value exceeding $200 and which will last for a longer time period (i.e. more than 12
months) is capitalised.

15.2 Key Internal Controls

The levels of control should be adequate to ensure their physical existence and adequacy in the
financial records.

The Fixed Asset Register must exist and be maintained by every project outlet in order to
establish levels of control on the movement and disposal of assets. The register must be
updated with all fixed assets additions and disposals.

Physical count must be conducted periodically (at least once a year) in order to determine the
actual existence of the asset and its condition.

Each capitalized asset should be assigned an identification number code (eg. inventory
stickers) in order to establish ownership and accountability.

Purchase of assets shall only be made when the Request for Purchase Form has been approved
by the Project Director. This Form shall be attached to the Payment Voucher when the
payment will be executed.

In cases where assets are to be disposed, a disposal form will be completed and approved. This
form will be attached in the Journal VVoucher for entering into the General Journal Entry.

General Ledger must be periodically reconciled against the actual quantities in the asset
register in order to establish accurate financial records on fixed assets.

15.3 Procedures

15.3.1 Certificate of Acceptance or Receiving Report

This is used to signify actual delivery of goods/actual receipt of assets ordered by the project to
the suppliers. The quantity, and condition of the goods ordered are being checked to verify that
they are in accordance with the specifications of the goods that were agreed upon, and that
were stipulated in the contract or Purchase Order (where a purchase order system is in use).
The person who received the goods or items, after checking all the requirements and
specifications indicated in the Purchase contract should affix his signature in the invoice as
evidence of actual receipt.

15.3.2 Issuance Slip
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This is to formally document the actual issuance of the fixed asset to the Direct User. Each
Issuance Slip should be formally signed by the Direct User to signify the receipt of the asset
issued by the project. The purpose of this is to establish proper accountabilities.

15.3.3 Inventory Check of Assets

The Project Team must carry out periodic physical count of all inventory and assets. The items
checked will include equipments, fixtures, furniture, tools, accountable forms, high value
consumables, merchandise, vehicles or goods. This process is carried out to ensure that all
assets are properly accounted for and to determine any losses.

This shall be conducted on year end basis. Surprise count shall also be performed depending
on the circumstances.

The person who has conducted the physical count must sign on the physical count list as
evidence of counting. After the counting they must prepare Fixed Asset Physical Count
Summary which should consist of the following information:

Date of Count

Asset name

Asset code

Location

Quantity

Direct Users

Remarks for any unusual items or condition of the asset
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Any missing, damaged or obsolete inventories shall be identified and must be reported to the
management immediately. Only with management approval, accounting records and the asset
register should be amended.

15.3.4 Inventory Check Reconciliation

Reconciliation shall be performed between the actual quantities counted and the quantities
shown based on last inventory count plus quantities from new acquisitions. Any differences
arising from the reconciliation shall be investigated and be reported to the management.

The Accounting department should be given a copy of the inventory reconciliation for proper
financial records.

15.3.5 Labelling of Assets

Fixed assets like computers, cabinets, tables, equipments and other tangible assets should be
stamped and tagged with inventory stickers indicating the following:

Type of asset
Name of direct users
Location of the asset
Asset number

cococc

The purpose of the tagging system is to establish identification of ownership, determination of
location, for inventory control and for proper identification of accountabilities.
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16. DECENTRALISED/SUB-NATIONAL SYSTEMS

16.1 Overview

This section of the Manual covers all projects financed by the ADB and the World Bank that
are supported by the central government, but are being implemented at the provincial level. It
also covers projects that have been processed by the ADB and the World Bank, to be directly
administered by the provincial line departments, under the Government's decentralization

policy.

For the purposes of project implementation at the provincial level, a central unit with sub-units
may need to be established to gather financial information and data, in order to prepare the
necessary financial reports for such projects. This type of set up would also be applicable to
projects that are directly implemented by provincial line departments, to co-ordinate and
facilitate financial management activities.

All transactions shown in the provincial financial books of accounts shall be governed by an
approved annual operating budget and the FMM of the project, if a separate FMM has been
prepared, or by the provisions of this FMM.

16.2 Decentralized and De-concentrated Project Implementation
Structure

Under the present arrangements, the Government’s decentralized and de-concentrated project
implementation activities are undertaken in the following ways:

M Through the SEILA Framework, which is a program that includes funds provided from
the Government budget (Commune/Sangkat Fund), as well as funds provided by a
number of donors. The donor funds are channelled through the Partnership for Local
Governance (PLG), which is administered by the SEILA Task Force assisted by the
UNDP. Activities undertaken through the SEILA Framework are administered by the
SEILA Task Force (STF), and funds provided through the SEILA Framework cover
both recurrent and capital expenditures. SEILA activities are not covered in this FMM,
and the administration of all SEILA projects and programs are covered by the
Administration and Finance Manual issued by the STF.

(i) In addition to the SEILA framework described above, development projects at the
provincial level are also undertaken in the following ways:

(a) Through de-concentrated National Sector Projects and Programs, which are projects
and programs included in donor funding where donors have agreements with
National Ministries in regard to defined sectors and program strategies.
Responsibility for planning and implementation within these defined sectors and
program strategies is delegated to the provincial level, under the overall
coordination and supervision of the concerned line Ministry. The intention of this
approach is to enable the Provincial Departments of line Ministries to build
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capacity over time to design and implement development projects at the provincial
level.

(b) Through de-concentrated Provincial Sector Projects and Programs, which are
projects and programs included in donor funding, where donors have agreements
with the Government that the projects or programs will be implemented directly by
the line Ministries at the provincial level. In these situations, a small co-ordination
unit is generally established within the line Ministry at the central level, to co-
ordinate activities at the provincial level.

16.3 Government Agencies Involved in the Implementation of
Decentralised and De-concentrated Projects and Programs
within the Royal Government of Cambodia (RGC)

The following Government Ministries, Departments, and Agencies, are involved in the
implementation of decentralised and de-concentrated projects and programs in the Kingdom of
Cambodia:

(1) The SEILA Task Force (STF), through its approved structure, which includes the
SEILA Task Force Secretariat (STFS); the Executing Committee (EX Com); and the
Provincial Rural Development Committee (PRDC). The SEILA operations are not
covered in this FMM

(i)  The Department of Local Administration (DOLA) of the Ministry of Interior (MOI).
(iii)  The National Line Ministries.
(iv)  The Provincial Departments of Line Ministries.

(v) Non-Government Organisations (NGOs).

16.4 Legislation and Policy

In the Kingdom of Cambodia, decentralised and de-concentrated investment projects are
regulated by legislation, which includes sub-decrees and prakas, each dealing with aspects of
decentralization and de-concentration. Government policy on decentralization and de-
concentration is articulated in the Government’s Strategic Framework for Decentralization and
De-concentration Reforms (D& D Reforms), and the financial management activities of the
D& D projects are required to comply with the following principal sub-decrees and prakas:

(1) Sub-Decree on the Establishment of the Commune/Sangkat Fund

(i) Sub-Decree on the Commune/Sangkat Financial Management System

(iii)  Sub —Decree on the National Budget Contribution to Commune/Sangkat Fund
(iv)  Prakas on the Commune/Sangkat Budget Classification and Format

(v) Prakas on Commune/Sangkat Chart of Accounts

(vi)  Prakas on Commune/Sangkat Procurement

(vii)  Prakas on Commune/Sangkat Payment and Accounting System Guidelines
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(vii) Prakas on Establishment of Provincial/Municipal Commune/Sangkat Fund Accounting
Working Group

(ix)  Prakas on Amendment and Addition of Commune/Sangkat Budget Classification and
Formats Commune/Sangkat Accounting Forms and Books (Part of the Commune
/Sangkat Fund Project implementation Manual)

(x) Inter-Ministerial Prakas of MOI and MOP - Commune/Sangkat Development
Planning.

16.5 Project Identification for Provincial Level Projects

The RGC identifies decentralised and de-concentrated development projects and programs for
funding, either by using the Commune Consultative Process which utilises the SEILA
Framework (which is more fully described in the SEILA Administration and Finance Manual),
or by using the Integrated Rural Accessibility Planning Approach (IRAP) described below.

16.5.1 Through the commune consultative process using the Integrated Rural
Accessibility Planning (IRAP) approach

Under this approach the communes undergo an eight stage project identification approach,
except that under the IRAP arrangements the selection is restricted to 5 pre-determined sectors
(i.e. education, health, water supply, rural roads, and markets). The projects that will be funded
under this approach are all approved however, by the PRDC under the Chairmanship of the
Provincial Governor. At present, this concept of selecting decentralised and de-concentrated
projects is only used by the ADB under its Northwestern Rural Development Project (NRDP).

16.6 Project Implementation

The RGC implements decentralised and de-concentrated development projects and programs
in the following manner:

16.6.1 Through the SEILA Concept

The implementation of decentralised and de-concentrated projects and programs using the
SEILA approach are described in detail in the respective SEILA Manual (Refer to
Commune/Sangkat Fund Project Implementation Manual, May 2005). All SEILA funded
projects are implemented using the contracts approach, in which contracts with clear terms and
conditions are entered into between the various parties (e.g. between the PRDC and the line
department, and between the line department and the contractor/provider). As noted earlier
however, SEILA operations are not covered in this FMM.

16.6.2 Through the Integrated Rural Accessibility Planning (IRAP)
approach

In the ADB funded projects, which use the IRAP approach (i.e. the NRDP), the project is
being implemented through the Provincial Department of Rural Development (PDRD). The
Project Management Unit (PMU) in this instance has been set up at the provincial level in one
province (i.e. the principal province), with Project Implementation Units (PIUs) being set up at
the other 4 recipient provinces.
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16.7 Financial Management Arrangements

Before project implementation can begin for any decentralized or de-concentrated project, the
following key financial management arrangements must be put in place:

U The financial management responsibilities must be clearly defined.

U The financial management organisational structure must be decided upon, and key
financial management staff recruited and trained.

U The financial accounting and financial management systems, processes, and
procedures, must be developed and made operational.

U The funds flow arrangements for the project must be clearly articulated.

U The banking arrangements must be decided upon and operationalized.

16.8 FINANCIAL MANAGEMENT RESPONSIBILITIES

The financial management responsibilities of the various parties in the context of a donor
funded project in the Kingdom of Cambodia, is described in Section 3. These responsibilities
are also equally applicable to the Government’s programs relating to decentralised and de-
concentrated projects and programs.

16.9 Annual Work Plans and Budgets for Decentralized Projects
and Programs

For projects and programs that are funded by agencies such as the ADB and the World Bank,
project staff are required to prepare in conformity with the Loan and Credit Agreements, an
annual work and financing plan, and annual budgets. These documents set the expenditure
allocations and revenue targets for the project components for the year, and the project’s
budgets must be based on the annual work plan.

The annual work plan and budgets require the approval of both the EA/IA, and the Project
Steering Committee (if applicable). After approval, the annual work plan and budgets are
submitted to the MEF and the ADB/World Bank or other donors for approval/endorsement.
The annual work plans and budgets are prepared in conformity with the Government’s budget
preparation cycle.

Budgets should be revised whenever there are major changes or variations in the annual work
plans or overall project plans. Approved variations or revisions of the annual work plans or
budgets must be promptly advised to the MEF, and the ADB/WB or other donors for
approval/endorsement. The budget revisions should be carried out in conformity with
Government Policy on review of annual budgets

16.10 Government Budgeting for Decentralized Projects

The project budget for decentralized projects, including the counterpart funds requirements,
must be incorporated into the budget of the Central Line Ministry or the Provincial Department
responsible for the implementation of the Project. It is only by inclusion in this process in the
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budget that the funding requirements can be reflected in the Government’s overall Annual
National Budget.

Each year the EA/IA sets out a Work Plan for the implementation of the project, and the
financing requirements for achieving this Work Plan are determined by the EA/IA, and
submitted to the relevant line Ministry for inclusion in that Ministry’s annual budget
requirements.

The funding requirements from the various funding sources, including Government
counterpart funds, are also determined at this point and are submitted separately to the DIC of
the MEF in conformity with Government regulations.

16.11 Cash Flow Budgeting

Cash flow budgeting is a critical element of ensuring that funds are available when required by
the EAs/IAs, and involves estimating the amount and timing of payments for expenditures, and
of receipts for revenues. The estimates should be based on the expected physical progress of
activities, and the anticipated timing of the related contract/operational expenditure claims
and/or receipts.

Each month the cash flow estimates for counterpart funds requirements must also be reviewed
and updated. Any changes to the cash flow budgets must be advised to the Provincial
Department of Finance (PDOF) at the provincial level for provincially administered projects,
or to the MEF for centrally administered projects. It is imperative that the cash flow
requirements for project activities are clearly communicated to the PDOF or MEF by the
project team, to ensure that regular and timely cash flow is available for project
implementation activities.

16.12 Project Funds Flow

The flow of funds for projects from the ADB/World Bank to the RGC and the EA/IA will be
specified in the Project Appraisal Document (PAD), and in the Project Loan/Credit/Grant
Agreements. Funds flows within the EA/IA are also specified in the PAD. Any variation to the
endorsed flow of funds must be agreed by the EA (Project Team), MEF, and the ADB/World
Bank, prior to implementation.

As part of the funds flow arrangements, the bank account requirements of the project must be
specified, and agreed to prior to the implementation of the project.

16.13 Financial Policies and Standards

16.13.1 Basis of Accounting and Accounting Standards

All decentralised and de-concentrated projects and programs in the RGC use only the cash
basis of accounting.
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16.13.2 Currency of Recording and Reporting

Aside from the SEILA-administered projects which record expenditures in Riel, for all other
decentralized and de-concentrated projects and programs funded by the World Bank, the ADB
or other donors, project teams must record financial transactions and maintain the main project
accounts and records in US dollars. All prime financial reports must also be in US dollars, but
subsidiary accounts, records, and reports, may be maintained in Riel.

16.13.3 Foreign Currency Translation

Any transaction in Riel or other currency must be converted to US dollars, at the official daily
exchange rate that is declared by the Provincial Branch of the National Bank of Cambodia
(NBC), on the day of the transaction.

For projects or programs with provincial, district, or commune operations, the source of the
exchange rate that is to be used to convert Riel transactions into US dollars must be specified.

16.14 Procedures for Decentralized Projects

The following procedures are followed for decentralized projects.
Central Unit:

G Computer-based Accounting: Month to month submissions of financial reports of the
sub-units will be recorded in the computer-based- accounting software of the central
unit, in order to facilitate the financial reporting so as to establish controls on all the
project activities of the various sub-units.

U Appropriate documentation: Before recording the transactions incurred by the project,
comparison with the budget plan and counter check of the authenticity of the
transactions reflected in the financial reports should be carried out.

Sub-Unit:

G The implementing sub-units should have a set of books of account that are used for
maintaining financial transactions:

Cash Book:

U This is used to monitor the cash position of the sub-unit, and requires that the cash
book be updated daily. All transactions shown in the cash book should also be
supported by approved and paid vouchers. This system is being used in remote
provinces, where cash is used as the mode of paying for expenditures. Steps in
preparing this can be shown in the project financial management manual, if a separate
manual exists.
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Filing System:

U The original copies of the voucher and its supporting documents should be properly
stamped as “PAID” with the date and signature of the person who audited the voucher,
and filed in the sub-units appropriately. In some cases the original copies of the
voucher and the supporting documents are being forwarded to the central unit for audit
verification of the chief financial officer before any recording takes place.

16.15 General Observation for Decentralized Projects

Aside from what has been described in this section of the Manual, all other provisions of this
Manual which are general in nature (e.g. internal control features, bank account operations,
petty cash management etc...) apply equally to the administration of decentralized and de-
concentrated projects implemented by the RGC.

The MEF has also prepared a Handbook on Financial Management Activities for

Decentralized and De-concentrated Projects in the Kingdom of Cambodia, which provides
further guidance on the financial management arrangements for such projects.
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17. LOAN/CREDIT/GRANT WITHDRAWALS

17.1 Overview

Loan/Credit/Grant Withdrawals (Disbursements) refers to the withdrawal of funds to meet
project expenditure. Disbursement of the loan/credit/grant funds may be by:

G Commitment Letter
G Direct payment
G Special Account Allocations or Reimbursement.

Withdrawal of loan/credit/grant funds (loan/credit/grants disbursements) must be carried out in
accordance with the disbursement procedures of the ADB or WB. EAs and their projects teams
must obtain and retain an up-to-date copy of the ADB or WB Disbursement Handbook
(whichever is relevant to the project) and ensure that project staff are trained in these
procedures.

The EA through the MEF is responsible for submitting withdrawal applications to the
ADB/WB .

Loan/credit/grant withdrawals may be made for:

Special Account Initial Advance

Special Account Replenishment
Reimbursement of Expenses Incurred
Direct Payment to Supplier or Contractor
Commitment Letter
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17.2 Key Internal Controls

Funds may only be withdrawn from the loan/credits/grants for expenditures of the project
which are authorised and are specified in the project loan/credit/grant agreements.

Authorised expenditures are defined in the project agreements. Projects should set out the
authorised and unauthorised expenditures, and expenditure percentages, for the project in the
Project Finance Manual as a supplement.

The EA is responsible for ensuring that authorised signatories for withdrawal applications are
established and maintained up-to-date at all times. The EA must maintain the copy of the
authorised signatories and provide copies to the MEF and the originals to the ADB/WB.
Withdrawal applications must be signed by an authorised signatory or signatories.

Withdrawal applications must be sequentially numbered starting with the number one.

Imprest/special accounts under no circumstances should be used to finance Government
counterpart funds requirements. This would be contrary to the ADB/WB regulations.
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17.3 Procedures

17.3.1 Imprest/Special Account Initial Advance

The Project Team completes the relevant withdrawal application form (2 copies) for the initial
advance citing the clause in the loan/credit/grant agreement that specifies the "authorized
allocation” of the advance.

The maximum amount of the advance (authorized allocation) is specified in the
loan/credit/grant agreement.

The Withdrawal Application Form must be signed by the authorised signatories and submitted
to the ADB/WB.

The Project Team records the WA in the WA Register.

The ADB/WB reviews the completed forms and disburses the advance for credit to the
Project’s Imprest/Special Account.

The Project Team should seek written advice of the funds receipt into the Imprest/Special
Account from the relevant financial institution where the Imprest/Special Account is
maintained.

When the written advice is received, the receipt of the funds should be recorded in the General
Ledger and the WA Register should be updated.

Dr Imprest/Special Account XXX
Cr ADB/WB Loan/Credit/Grant Account XXX
Example

Received from the ADB/WB as initial advance for project expenses of US$500,000. The entry is posted to
the ledger accounts are as follows:

Dr Imprest/special account 500,000
Cr ADB loan receipts 500,000

This posting will ensure that project accounts are consistent with those of ADB/WB and SMLD.

Figures 3.1 and 3.2 below provide the detailed steps that are to be followed for the processing
of ADB/WB advances and the Imprest/Special Account structure.
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Figure 3.1: Initial Advance from ADB/WB
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Figure 3.2: Imprest/Special Account Structure
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17.3.2 Imprest/Special Account Replenishment

Replenishment withdrawal applications should be made at intervals specified in the
loan/credit/grant agreements — usually this is on a monthly basis or when the balance of the
Imprest/Special Account reaches its minimum level or is down to 20% of the advance.

Replenishments may be made using full documentation of expenses incurred or the Statement
of Expenditure (SOE) method. The SOE method is used to reimburse the project when
documentation would otherwise be cumbersome or voluminous (for example, expenditures on
civil works carried out by force account, operating costs, small agricultural sub-loans, or
payments against small contracts). The loan/credit/grant agreements indicate the types of
expenditure for which SOEs may be used and where appropriate, the contract value below
which SOEs are to be used for selected activities. Under the SOE method, the Project Team
keeps the supporting documents, including contracts and procurement documentation, and
evidence of payment in a central location for examination by independent auditors and
ADB/WB staff during supervision missions.

The Project Team completes an Imprest/Special Account Withdrawal Application Form and
applicable Summary Sheets and/or SOE (two copies of each).

The Project Team prepares a reconciliation of the Imprest/Special Account.
The following documentation must be attached to the Withdrawal Application Form:

Summary Sheets

Statement of Expenditures

Bank Statements

Imprest/Special Account Bank Reconciliation Statement

Other documentation to support the withdrawal application, if required.
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The Withdrawal Application Form must be signed by the authorized signatories and submitted
to the ADB/WB.

The Project Team records the WA in the WA Register.

The ADB/WB reviews the completed forms and disburses the replenishment for credit to the
Project’s Imprest/Special Account.

The Project Team should seek written advice for the funds receipt into the Imprest/Special
Account from the relevant financial institution where the Imprest/Special Account is
maintained.

When the written advice is received, the receipt of the funds should be recorded in the General
Ledger and the WA Register should be updated.

Dr Imprest/Special Account XXX
Cr ADB/WB Loan/Credit/Grant Account XXX
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Example

US$100,000 replenishment of the imprest fund/Special account has been received from ADB/WB. The
entry is posted to the ledger accounts as follows:

Dr. Imprest /Special account
Cr. ADB/WB loan receipts

100,000
100,000

Figure 4.1 below provides details of the replenishment procedure of the ADB/WB funds.

Figure 4.1: Replenishment from ADB/WB
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17.3.3 Reimbursement of Expenses Incurred

17.3.3.1 For Reimbursement with Documentation

The Project Team completes the corresponding Summary Sheet on form ADB/WB form (two
copies).

The Project Team attaches a photocopy of the following supporting documents to each
Withdrawal Application:

U The contract ,

U A copy of the invoice/bill/claim and delivery receipt.
G Evidence or receipt of payment showing the amount paid, the date receipt, and the

payee.
17.3.3.2 For Reimbursement with SOEs
The Project Team completes and signs the appropriate SOE form (two copies).
Note - Three types of forms are available:
G SOE Form contract items, mostly related to civil works.
t  SOE Form for non-contract items, mostly related to operating expenses and overheads.

t  SOE Form (free format) for items not provided in the other SOE forms.

If a contract is for less than US$100,000, the Project Team need not send a copy of the contract
to the ADB/WAB, unless specifically required.

17.3.3.3 For Force Account Works

Force Account works is used for reimbursing the Borrower for expenditures in carrying out
certain approved civil works for the project using its own work force, equipment and other
resources. It is also used when the size, nature, and location of the works make competitive
bidding unsuitable.

Two certificates are completed and attached to the withdrawal application:

G Project's physical progress (Part 1); and
G Financial progress (Part 2).

The Withdrawal Application (WA) Form must be signed by the authorized signatories and
submitted to the ADB/WB.

The Project records the WA in the WA Register.

The ADB/WB reviews the completed forms and disburses the replenishment for credit to the
bank account nominated by the Project.
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The Project Team should seek written advice for the funds receipt into the nominated Account
from the relevant financial institution.

When the written advice is received, the receipt of the funds should be recorded in the General
Ledger and the WA Register should be updated.

Dr Expenditure Account XXX
Cr ADB/WB Loan/Credit Account XXX

17.3.4 Direct Payment to Supplier or Contractor

The Project Team completes:

G A Withdrawal Application Form (2 copies). Separate withdrawal applications are
required for each payment in different currencies.
G Summary Sheets (2 copies)

The following documentation must be attached to the Withdrawal Application Forms:

Summary Sheets

Copy of Contract(s)

Supplier or contractor invoice or claim

For civil work — summary of work progress certified by project technical officer and
approved by the relevant Project authorized officer

For equipment and materials purchased - evidence of shipment, either a copy of the bill
of lading or the forwarder's certificate

G Performance security such as a bank guarantee in the case of advance payments if
required under the terms of the contract, or where an unusually large advance payment
is made.

cococc
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The Withdrawal Application Form must be signed by the authorised signatories and submitted
to the ADB/WB.

The Project Team records the WA in the WA Register.

The ADB/WB reviews the completed forms and disburses the payment for credit to the
Supplier/Contractor’s bank account.

The ADB/WB advises the EA when the payment has been executed to the supplier.
When the written advice is received, the loan/credit/grant disbursement should be recorded in
the General Ledger and the WA Register should be updated.

Dr Expenditure XXX
Cr ADB/WB Loan/Credit/Grant Account XXX
17.3.5 Commitment Letter

To finance the purchase of goods under a project, the Project Team may need to open a letter
of credit (an undertaking by a bank that bills drawn on it in compliance with approved terms of
payment will be honoured) in favour of the supplier. If a commercial bank is unwilling to

70



open, advise, or confirm the letter of credit without some guarantee or security, the ADB/WB
can provide the commercial bank with the guarantee it requires in the form of a Commitment
Letter. This procedure normally covers major contracts for imported goods.

Under this procedure the ADB/WB issues to the commercial bank, normally in the supplier's
country, its Commitment Letter agreeing to reimburse that bank for payments made or to be
made under the letter of credit.

The Project Team arranges with a bank in its own country a Letter of Credit (L/C) in favour of
the supplier or contractor.

The Project Team completes a Commitment Letter Withdrawal Application (2 copies) for each
Commitment Letter requested in a different currency.

The Project Team completes the corresponding Commitment Letter Summary Sheet (2 copies)
using a separate sheet for each category or subcategory.

The following supporting documents must be attached to each Withdrawal Application:

Copy of pro-forma invoice of supplier or contractor

Summary Sheets

Copy of a contract., and

Two signed copies of the Letter of Credit (with valid expiry date) that the commercial
bank proposes to issue

cococc

The Withdrawal Application Form must be signed by the authorised signatories and submitted
to the ADB/WB.

The Project Team records the WA in the WA Register.
ADB/WB receives the completed withdrawal application and supporting documents.

When the application is approved, the ADB/WB issues a Commitment Letter to the designated
bank and sends a copy to the Project for information.

The commercial bank's first request for payment under the Special Commitment constitutes its
acceptance of the terms and conditions of the Special Commitment.

Promptly after each payment or negotiation of documents by the commercial bank under the
letter of credit, the commercial bank claims payment from the ADB/WB.

The ADB/WB makes the payment to the commercial bank.

Project EA is notified by the ADB/WB through the SMLD that the payment has been
executed. The EA may also be notified of the payment upon its inquiry directly with the
ADB/WB

Project records the loan/credit/grant disbursement and expenditure in the general ledger.

Dr Expenditure XXX
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Cr ADB/WB Loan/Credit /Grant Account XXX

17.3.6 Recovery of Imprest/Special Account Advances

For WB projects, recovery of the outstanding advance in a Special Account usually begins:
G when the undisbursed balance of the loan (excluding Special Commitments) is equal to
twice the amount of the advance; and/or
G when the final date to submit withdrawal applications is less than six months away.
For ADB projects, the Project Team completes a Liquidation of Advance Form and submits it
with the applicable Summary Sheet or SOE (2 copies) and attaches the Imprest Account bank
statement and related Bank Reconciliation.

ADB/WB deducts the amount of expenditures incurred from the outstanding balance of
advances until the Imprest/Special Account reaches zero balance.

During the recovery process, ADB/WB notifies the borrower of amounts disbursed and
amounts used for recovery for each Imprest/Special Account withdrawal application
processed, as well as the outstanding balance yet to be recovered.

17.4 Tips to Avoid Delays in Withdrawals

The aim is to process applications as quickly as possible to provide funds to support timely
project implementation. Incomplete or inaccurate WAs cause delays.

To avoid the most common delays in the withdrawal of loan/credit/grant funds, the following
should be noted:

a Forward copies of contracts to ADB/WB task manager promptly after they are signed.

a Cite the date of the ADB/WB "no objection” notice for contracts above the
procurement prior review limits specified in the loan/credit/grant agreement.

a Promptly advise ADB/WB of changes to authorized signatories.

a Ensure that withdrawal applications are signed by authorised officials.

a Identify the currency of payment accurately and completely

a Specify complete and accurate payment instructions.

a Ensure consistency between information on the application and supporting documents.
a Include all necessary supporting documents.

a Include proper bank statement reconciliations to support requests for replenishment of

imprest/special Accounts.
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a Initiate timely action to reallocate funds between categories, or to extend
loan/credit/grant closing dates where necessary.

a Seek advice and guidance from the MEF or the ADB/WB if unsure of requirements.
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18. GOVERNMENT COUNTERPART FUNDS WITHDRAWALS

18.1 Overview

The MEF is responsible for ensuring that Government counterpart funds are made available to
projects in accordance with the loan/credit/grant agreements and as required by the annual
work plans and budgets of the Project.

Withdrawal of government counterpart funds must be carried out in accordance with the
Government Policies and Procedures.

The EA is responsible for submitting withdrawal applications to the MEF.

Counterpart funds withdrawal applications should be made in accordance with the budget plan
agreed between the project EA and MEF.

Counterpart funds may only be withdrawn for expenditures of the project which are specified
in the project loan/credit/grant agreements. Projects Team should set out the expenditure
percentages, for the project in the Project Finance Manual as a supplement to the main FMM.
Counterpart funds withdrawals may be made for:

G Special Account Initial Advance

G Special Account Replenishment
G Direct Payment to Supplier or Contractor

18.2 Key Internal Controls

Withdrawal applications must be signed by an authorised signatory or signatories.

Withdrawal applications must be sequentially numbered starting with the number one.
Counterpart funds advanced to projects must be held in a Government Counterpart
Funds/Project Account at the National Bank of Cambodia or other approved financial
institution.

18.3 Procedures

18.3.1 Counterpart Funds Initial Advance

The Project Team completes the Government Withdrawal Application form for the initial
advance of counterpart funds and submits to the MEF — Department of Investment and
Cooperation (DIC).
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The maximum amount of the advance of counterpart funds will be agreed between the
EA/Project Team and the MEF.

The Government Withdrawal Application Form must be signed by the authorized signatories
of the EA/Project and submitted to the DIC.

The Government Withdrawal Application must be recorded in the Project Counterpart Funds
WA Regjister.

The DIC reviews the completed forms and in conjunction with the Finance and Administration
Department transfers the funds to the Project’s Counterpart Funds Imprest/Special Account
and advises the Project EA of the transfer.

On receipt of advice from the NBC that the funds have been deposited into the Counterpart
Funds Special Account, the receipt of the funds should be recorded in the General Ledger and
the Government WA Register must be up-dated.

18.3.2 Counterpart Funds Replenishment

The Project Team completes the Government Withdrawal Application 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 Withdrawal Application Form must be signed by the authorized signatories
of the EA/Project and submitted to the DIC.

The Government Withdrawal Application must be recorded in the Project Counterpart Funds
WA Regjister.

The DIC reviews the completed forms and in conjunction with the Finance and Administration
Department transfers the funds to the Project’s Counterpart Funds Imprest/Special Account.

On receipt of advice from the NBC that the funds have been deposited into the Counterpart
Funds Special Account, the receipt of the funds should be recorded in the General Ledger and
the Government WA Register must be up-dated.

18.3.3 Direct Payment to Supplier or Contractor

The Project Team completes a Government Withdrawal Application Form. Separate
withdrawal applications are required for each payment in different currencies.

The following documentation must be attached to the Withdrawal Application Forms:

u Copy of Contract(s).

G Supplier or contractor invoice or claim

U For civil work — summary of work progress certified by project technical officer and
approved by the relevant Project authorized officer

G For equipment and materials purchased - evidence of shipment, either a copy of the bill
of lading or the forwarder's certificate
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G Performance security such as a bank guarantee in the case of advance payments if
required under the terms of the contract, or where an unusually large advance payment
is made.

The Government Withdrawal Application Form must be signed by the authorized signatories
of the EA/Project and submitted to the DIC.

The Government Withdrawal Application must be recorded in the Project Counterpart Funds
WA Register.

The DIC reviews the completed forms and in conjunction with the Finance and Administration
Department arranges the payment to the supplier or contractor.

On receipt of advice from the DIC that the payments have been made, the receipt of the

counterpart funds should be recorded in the General Ledger and the Government WA Register
must be up-dated.
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19. FINANCIAL MANAGEMENT REPORTS

19.1 Overview

Financial management reports provide important information to the project management and to
external users on the progress of project implementation and the financial status of the project.

Three types of financial management reports are required to be produced by the Project Team
to support effective monitoring of the project’s financial position and progress and to support
sound management decision making. These are:

0 Management reports
G Quarterly Financial Management Reports
G Annual Financial Statements

The MEF and ADB/WB use the project’s financial management reports and annual financial
statements to monitor the financial performance of the project and to identify issues which
require attention and management action. The annual financial statements also provide
assurance that the financial resources of the project are being properly used for project
purposes and are being properly managed in compliance with accordance with the project’s
agreements.

19.2 Financial Management Reports

19.2.1 Internal Financial Management Reports

The following reports, together with the project’s month-end trial balance, must be prepared
and submitted to the MEF-DIC:

Imprest/special account reconciliation (Figure 5.1)

Accumulated project expenditures by category (Figure 5.2)

Statement of loan disbursement and status of category balance (Figure 5.3)
Accumulated disbursements by category (Figure 5.3A)

Accumulated contracts awarded by category (Figure 5.4)

cocococc

Annual Budgets are based on the project annual work and procurement plans. The regular
financial management reports must be prepared showing actual financial performance
compared to budget and the variations to budgets. Variations to plans analysed and reported to
enable management to monitor progress and make decisions on project implementation and
related issues. Analysis of variations to budgets should include identification of the reasons for
deviations, implications of the variations, and forecasts of the estimated revenue and
expenditure based on the actual financial performance to date.

Reports may also be required to monitor compliance with the financial policies and procedures
of the project. Examples include:

U List of outstanding advances (yet to be liquidated)
G Outstanding withdrawal applications
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Figure 5.1: Imprest/Special Account Reconciliation Statement

Imprest/Special Account Reconciliation Statement
Loan/Co-financier Number:

Application Number:

Account Number: with National Bank of Cambodia (NBC)
Bank Address: Phnom Penh, Cambodia

1. PRESENT OUTSTANDING AMOUNT ADVANCED TO THE
IMPREST/SPECIAL ACCOUNT NOT YET RECOVERED =)

2. Amount in Imprest/Special Accountasof _/ / O]
per bank statement (copy attached)

Deduct Outstanding Checks: (+)
Check No. Date Amount
3. Add: Amounts of eligible expenditures documented/claimed (+)
in attached application (no. from [/ |/ to [/ [ )
4. Add: Amounts claimed in previous applications not yet credit at date ~ (+)
of bank statement:
W/A No. Description Period Covered Amount
From / to /

/

/ to_/

/

] _
From_/ / to_/
From _/ | o

5. Total expenditures withdrawn from imprest account but not yet claimed (+)
for replenishment.

(@)  Petty cash balance
(b)  Unliquidated advances
(c)  Temporary used for counterpart fund

6. TOTAL ADVANCE ACCOUNTED FOR =)
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Figure 5.2: Accumulated Monthly Project Expenditures by Category

KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry of
Loan No.
Project
Accumulated Monthly Project Expenditure by Category
Month - Year
Date/Application No. Loan Category Financed by: Total Expenditure

01A 01B 02A 02B 03A 03B ADB/WB | Govt | Others

Incurred from Imprest Fund Account

Balance b/fwd

Application in month:

1.

2.

A: Total imprest fund expenditure
c/fwd

Incurred from Direct Payment

Balance b/fwd

Application in month:

1.

2

B: Total DP from ADB/WB c/fwd

Incurred CL payment from ADB/WB

Balance b/fwd

Application in month:

1.

2

C: Total CL from ADB/WB c/fwd

Total project expenditure (A+B+C)
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Figure 5.3: Statement of Loan Disbursement and Status of Category Balance

KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry of
Loan No.
Project
Statement of Loan Disbursement and Status of Category Balance
Asat [/ |
(in US$)
Cat. | Description Allocation Contracted Uncontracted Disbursed by | Undisbursed
No. (including ADB/WB
contingencies
1 2 3 4 5

Subtotal

Imprest/special account

Advance

Total

Approved by:

Project Manager/Director
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Figure 5.3A: Accumulated Disbursements by Category
As of

Date/Appn
No./Description

Initial
Advance

Loan Category

Disbursed by:

01A | 01B

02A

02B

03A

03B

Others

ADB/WB

Govt

Others

Total
Disbursement

Imprest/Special Fund

Balance b/fwd

Application in month:

1.

2.

A. Total disbursement
of imprest/special
account c/fwd

Direct payment:

Balance b/fwd

Application in month:

1.

2.

B. Total disbursement
by DP c/fwd

Commitment
letter/Special
commitment:

Balance b/fwd

Application in month:

1.

2.

C: Total Disbursement
by CL/SC c/fwd

Total Disbursement
(A+B+C)
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Figure 5.4: Accumulated Contracts Awarded by Category

KINGDOM OF CAMBODIA

NATION RELIGION KING

Ministry of
Loan No.
Project
Accumulated Contracts Awarded by Category
Asat [/ [
Description Date | PCSS Categories Total
No. 01 02 03 04 05 06 07
Progress Contracted
Amount
A | (as at beginning of period)
B - | Additional Contracted
1 | Amount (Contracts sent to
ADB/WB with ref. no.)
2 | Monthly  replenishment
value (not included in B1)
Or
Monthly Liquidation
Value (not included in B1)
C | Total Contracted Amount
(C=A+B) as at end of
period
Approved by: Prepared by:

Project Manager/Director
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19.2.2 External Financial Management Reports

EAs are required to submit financial management reports each quarter of the financial year within
45 days after the end of the quarter.

The Financial Management Reports that are required to be submitted will be agreed by the
ADB/WB with the EAs during project appraisal and negotiation. The requirements will be set out
in the project agreements.

For the WB, the FMRs usually consist of the following statements:

G Sources and Uses of Funds by loan/grant category, by project activity, forecasts of
expenditure, amount of disbursement requested and reconciliation of Special Account.

U Project Balance Sheet — this will provide information of status of the fund and assets
acquisition.

U Physical Progress Reports- these will provide information on project implementation
progress in physical and financial terms using monitoring indicators, including identifying
deviations from plan and explanation of the reasons for such variations.

G Procurement Monitoring Reports-these will provide reports on the status of procurement
and contract commitments and expenditure including source of supply data for contracts
subject to the banks prior review, as well as the post review of contracts above
US$100,000 equivalent.

For the ADB, the FMRs usually consist of the following statements:
U Statement of Receipts and Disbursements- details of resources received and all
expenditures incurred for a particular period or per month and the fund balances.
0 Summary of Accumulated Expenditure Report by Category- this will provide information
about the analysis of the fund received, spent and fund balance.
U Balance Sheet/with Imprest and SGA Reconciliation.
G Loan Disbursement Summary by Category and its balances.
19.3 Annual Financial Statements

19.3.1 Responsibility for the Financial Statements

The EA and project management are responsible for preparing and issuing the annual financial
statements for the project.

19.3.2 Principles of Financial Reporting

The following fundamental principles must apply to all interim and annual financial statements on
projects issued by the Government (as the borrower):
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u  Disclosure of full accountability for all funds of the Government, ADB/WB, and other
donors.

u Compliance with loan covenants and ADB/WB requirements for project management.

U Adequate disclosure of all material information.

G A fair presentation in all material aspects of the financial performance and status of the
project, and where applicable of the EA.

U A clear statement on the accounting policies and standards adopted in preparing the
financial statements. The format of the financial statements of the project must be agreed
between the ADB/WB and EA.

19.3.3 Projects Executed by Revenue Earning EAs

A revenue earning EA may exhibit some of the following characteristics:

Generating revenue through its operations
A high degree of autonomy

Financial viability

Own accounting policies and practices

cCoCcCc

Examples of revenue earning Executing Agencies are Government departments or agencies, which
are empowered to operate facilities with revenue-earning characteristics such as a water
corporation, an electricity supplier.

For projects executed by revenue earning EAs, reporting of the project’s financial performance
may be incorporated into the annual financial statements of the EA with separate disclosures of
the project’s financial information in the notes to the EA financial statements.

The financial statements requirements for the EA and the project will be specified in the
loan/credit/grant agreement.
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20. AUDIT
20.1 Internal Audit

Internal audit is a key element of the organisational system of internal controls. Internal auditing
is an independent, objective assurance and consulting activity designed to add value and improve
an organization's operations. It helps an organization accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk management,
control, and governance processes.

The Audit Law, promulgated by Royal Decree No. CS/RKM/1300/10 dated 10 March 2000,
requires all line ministries responsible for implementing externally assisted projects to establish an
independent internal audit unit. This unit must be adequately staffed with qualified and
experienced staff.

As part of the financial management arrangements for project, EAs should ensure that the
organization’s Internal Audit Unit carries out regular reviews of the internal control processes,
systems and procedures of the project and the audit findings are reported to the Head of the EA,
the project management, the MEF. The internal audit findings and reports must be made available
to the National Audit Authority (NAA) and external auditors of the project.

The Internal Auditors should work closely with the project management team, to support and
ensure that project’s operations are carried out in accordance with the relevant agreements, and are
transparent, fair, cost efficient and effective. The Project Management should agree the objectives,
scope and frequency of audits with the Internal Auditors. The Internal auditor must report to the
highest level of the EA Management. In the project context the Internal Auditor should report to
the Head of the EA and to the Project Director.

Sample of terms of Reference for the internal audit of a project’s operations are set out below:
Scope: All central and provincial operations/activities of the project
Audit Scope:
G Funds (donor and counterparts funds) are being used in accordance with loan/credit/grant
agreements and only for the purposes of the project.
U Goods and services are being procured in accordance with the relevant ADB/WB

procurement guidelines and government regulations.
U Review the adequacy and effectiveness of internal controls and make recommendations for

2 As defined by The Institute of Internal Auditors (I1A). Established in 1941, the 1A is an international professional association
with world headquarters in Altamonte Springs, Florida, United States. The IlA has approximately 85,000 members in internal
auditing, risk management, governance, internal control, 1T audit, education, and security. With global representation, The
Institute is the recognized authority, principal educator, and acknowledged leader in certification, research, and technological
guidance for the profession worldwide).
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improving systems and tools.

G Carry out regular review and monitor financial management and procurement functions to
ensure compliance with the relevant policies, procedures and practices and appropriateness
of system of the project.

U Verify payments for provincial activities to ensure appropriateness of documents and
transaction.

U Undertake random visits to assess the adherence of the established procedures at all levels,
particularly provincial level and to ensure physical existence of project assets and results.

U Review eligibility and appropriateness of the project expenditures incurred at the
provincial level as well as to provide basic technical services (as required) for the proper
recording and maintenance of Project Accounts at that level.

G Randomly review procurement transactions to ensure procurement transactions have been
procured in accordance with the applicable procedures, the deliveries of goods, works and
services are in accordance with contract quantities and quality.

U All necessary supporting documents, records, and accounts are being kept in respect of all
project revenues and expenditures.

U There is proper control and safeguarding of cash and portable assets.

0 Compliance with the Financial Management Manual and its supplements, and also
compliance with all the Regulation on Financial Management for Use with ADB/WB
funded Projects.

U A review of the fixed assets procured, including verification through physical checks of
inventory and ascertain whether the vehicles and other equipment are appropriately
identified as being funded under ADB/WB assistance, such as Project logo on vehicles.
Also, to ascertain whether such assets are being utilized in accordance with the relevant
loan/credit/grant agreement.

20.2 External Audit

Annual financial statements for the projects must be prepared and submitted for audit by an
independent auditor. The audit requirements are specified in the project loan/credit and grant
agreements.

In general, ADB/WB requires the audits of the financial statements to be conducted by an
independent auditor in accordance with terms of reference acceptable to the ADB/WB. This
means that audits should be conducted in accordance with the International Standards of Auditing
(ISA) issued by the International Federation of Accountants (IFAC) or International Organisation
of Supreme Audit Institutions (INTOSAI).

The timeframe for the submission of the audited financial statements to the ADB/WB is specified
in the loan/credit/grant agreement. Usually, the submission period is within four to nine months
(although in all recent loans and credits six months is preferred) from the end of the financial year
of the EA. At the beginning or at the end of the project the period of the financial statements and
audit requirement may be varied with the agreement of the ADB/WB. For example if minimum
expenditures have been incurred at the start of project implementation for part of the year
(covering only a few months), agreement could be reached with the WB/ADB that, such
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expenditures for part of the year could be included in the next full year’s audit. This is permissible
under ADB/WB guidelines.

Unless specified in the loan/credit/grant agreement, submission of audited financial statement is
required throughout the life of the Project and in some cases throughout the life of the loan. This is
usually the case for revenue-earning projects.

The external auditors must be selected in accordance with proper procurement contracting
procedures as outlined in the Procurement Manual (refer to PM Sub-section 10.5). The auditors
selected must be acceptable to the ADB/WB.

In general, the auditors are required to:

G express an opinion on whether the financial statements present fairly the operations of the
project or the EA for the period covered by the audit; and

G report on compliance with project agreements and adequacy of the internal control
procedures.

Generally, imprest/special accounts and the associated records of each EA are audited as part of
the annual audit and for some projects, separate audit opinions on the operations of the
imprest/special accounts may be required. These requirements are set out in the project
[credit/grant agreements.

Where there is more than one EA under one project, separate audits of the EAs may be conducted.
In such cases, the main coordinating EA of the project must collect all related audited financial
statements and prepare a consolidated set of financial statements for the project and arrange for
the audit of the consolidated financial statements. The main coordinating EA is responsible for
coordinating the audit requirements for all aspects of the project, and the main and subsidiary
audit arrangements.

It should be noted that auditors should not be involved in preparation of the project’s accounts,
records and/or financial statements, as this compromises the independence of the auditors and the
reliability of the audit opinion.

The scope of the audit must be set out in the terms of reference for the appointment of the auditors
of the project. The requirements of the EA, the MEF or the ADB/WB must be determined prior to
the selection process and included in the terms of reference and, ultimately, in the contract (terms
of engagement) with the selected auditors. The sample TOR for the external audit for WB/ADB
funded projects can be found in the respective donor agency’s Financial Management Guidelines.

At the conclusion of each audit, the auditors should present the findings and results of the audit to

the EA and the NAA. A record of discussions must be prepared and signed by the auditors, the
EA, and NAA representatives.
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The audit report must contain a clear written expression of opinion on the reliability of the
financial statements. This audit opinion together with the financial statements must be submitted
by the auditors both to the MEF, NAA and to the ADB/WB within the required time frame.

In addition to the audit report on the financial statements, the ADB/WB also require the auditors
to prepare a management letter to report identified weaknesses and deficiencies in the internal
control systems of the EA and the project that have been found during the audit, and to make
suggestions for improvements. A copy of the management letter must be provided to the
ADB/WB, with the submission of the audit report on the annual financial statements.

20.2.1 Follow Up Activities

The EA management should ensure that a follow up mechanism is put in place, through which the
issues and recommendations of the auditors as outlined in the Management letter are regularly
reviewed and follow up action taken in a timely manner. This will ensure that all the identified
weaknesses are appropriately addressed without delay. For this purpose the EA Management may
consider appointing an Audit Committee, with adequately qualified personnel, who will have the
responsibility to ensure that the issues and recommendations as articulated in the Management
letter are given appropriate attention by staff and management alike.
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21. RECORDS MANAGEMENT

21.1 Overview

It is the responsibility of the EA and the project management team to ensure that there is proper
record management and security of information for projects. The record management policies,
systems and procedures should be defined in the project’s implementation manuals. In particular,
the records management for financial and procurements records must be clearly documented in
the respective Procurement and Finance Manuals of the project.

The EA and project management are responsible for ensuring that all personnel in the project are
aware of, and comply with the record management policies and procedures.

21.2 Project File

A Project File is required to be maintained by the project management responsible for the project
in a safe and secure location. This is a permanent file and the project manager is responsible for
sustaining its continued currency, relevance and security.

A project file must contain:

u all information gathered during fact-finding, appraisal and supervision of a project. This
material is required to provide staff and management with continuous access to regularly
updated information related to a project, its background, and on the executing agency and
various institutions of government whose decisions are likely to have an impact on its
performance during implementation and subsequent operation of the project.

G all key data including maps of the project area(s), organization structures of government,
including the various agencies involved in the project; details of original and amended
economic and financial policy decisions which would affect the project and the executing
agency; the assumptions and basic calculations used for financial analysis, for financial
performance indicators and for design of financial covenants.

G copies of all computing software applications used in compiling data, including basic
programming data and macros for software such as MS Excel which may be used to
develop project-specific programs and analyses. The back up files are to be stored in a
location separate from the storage of the original files.

For purposes of disbursement records and supporting documents, copies of contracts, suppliers’
invoices, statements of accounts, official receipts must be stored in fire-proof cabinets in a safe
location. These must be retained for at least two years from the completion of the last audit of the
project by external auditors.

21.3 Security and Safe Keeping of financial records

In accordance with the Cambodian general practice, financial records are required to be kept at
least 10 years. All relevant documents such as contracts, financial reports, bank documents,
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business registration and licenses must be kept in a safe place or fireproof cabinets. The Head of
the EA is responsible for ensuring that all records pertaining to the Project upon its completion
must be kept in a safe and secure place.

Contracts and Agreements: Must be readily available in agency’s place of operation. Originals
must be filed in fireproof cabinets.

Payment Vouchers and Supporting documents: Must be filed in a separate binder numerically
by month and year. Payment VVouchers must be filed separately from Receipt VVouchers.

Vendor Invoices/Purchase Orders and other documents: These documents should be attached
to the payment vouchers and filed accordingly.

Official Receipts and Bank Receipt Journals: Must be filed in separate files in receipt number
order by month and year.

Advance Requests: Must be filed in the advances folder with separate sections for outstanding
advances and acquitted (liquidated) advances.

Bank Account Authorised Signatories: Original signature documents must be held in
fireproof safe, with control over access and copying.

Bank Statements and Reconciliations: Must be filed in date order with separate files for each
bank account. Must be held securely in fireproof location.

Financial Management Reports: Must be filed in date order.

Annual Financial Statements and Audit Reports: Original signed statements and audit reports
must be held securely in fireproof safe.
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22. GLOSSARY OF TERMS

The following lists the definitions of accounting terms. It is not intended to be a complete
reference guide.

Accounting
The process of observing, measuring, recording, classifying, and summarizing the individual
activities of an entity, expressed in monetary terms, and interpreting the resulting information.

Accounting policies

The specific accounting bases selected by an accounting entity as being, in the opinion of those
responsible for the entity, appropriate to its circumstances and best suited to present fairly its
results and financial position. Accounting policies should be applied consistently and that those
accounting policies followed when dealing with items, which are judged material or critical in
determining profit and loss and stating the financial position should be disclosed by way of notes
to the accounts.

Accounts Receivable.
An amount owed by a debtor for delivered goods or service. It is also called 'receivable'.

Accrual
Recognition of the financial effects of transactions and events as they occur rather than when
money is received or paid out.

Accruals basis

A principle, which may be used for the preparation of the financial statements, that receipts and
costs should be accounted for in the accounts for the period in which they are earned of incurred,
so far as this is prudent.

Advance
A payment, for services being, or to be, supplied, paid before the due date for payment and,
possibly, before the amount payable has been finally ascertained.

Asset

An item of property of an accounting entity that is expected to confer an economic benefit to the
entity. In accounting, an item of property can only be an asset if it can be given a value in
monetary terms and such an asset is sometimes called an "accounting asset".

Audit
The independent examination of, and expression of an opinion on, the financial statements of an
entity. In this definition, "entity” means any form of entity whether profit-oriented or not.

Auditor

The individual, partnership firm, or organization carrying out an audit acting under delegated
authority.
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Audit report
Any written report by an auditor on a matter on which an opinion has been sought within the
terms of the auditor's appointment.

Balance sheet

A financial statement for an accounting entity which shows its financial position on a particular
day (called the "balance sheet date™) by stating the values of its assets and liabilities on that day.
A balance sheet is a classified summary of the balances on the ledger accounts of the accounting
entity after nominal accounts have been closed off.

Bank reconciliation

A statement showing why a balance recorded in a cashbook is not the same as the balance
recorded on a bank statement. The difference may be made up of outstanding checks, erroneous
entries, etc.

Bid bond/Bid Security

An arrangement under which a guarantor promises that if a particular tender for a contract is
awarded to a contractor but the contractor fails to take it up then the guarantor will pay the
amount agreed to.

Budget

A plan expressed in financial terms; a summary of planned financial expenditures and receipts
over a period, prepared before the period begins, or related to an activity, prepared before the
activity begins.

Cash basis

A principle, which may use as the basis for the preparation of the financial statements that
receipts and expenditures should be accounted for during the period in which the money was
actually received or paid.

Cashbook
A section of a ledger recording cash and check expenses

Chart of accounts
A list of the ledger accounts of an accounting entity giving the titles and code of the accounts.

Co-financing

Co-financing refers to any arrangement under which funds from the ADB/WB are associated
with funds provided by other sources outside the borrowing country in the financing of a
particular project or program. The term generally applies when the ADB/WB provides its own
resources for project financing while also arranging for the participation of other financing
institutions. Co-financing offers the ADB/WB a way of ensuring that its operations serve as a
catalyst for increased capital flows to its developing member countries (DMCs). Co-financing is
intended to mobilise additional resources from official and private sources and to supplement
and complement the ADB/WB's resources in its lending operations. The ADB/WB's co-
financing operations can be categorized into five major modes: parallel financing, joint
financing, umbrella or standby financing, channel financing and participation financing.
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Commitment Letter

This is a payment procedure used by the WB/ADB, whereby at the borrowers (EAS) request, the
ADB/WB agrees to reimburse a commercial bank for payments made or to be made to a supplier
against a letter of credit (LC) opened by the commercial bank

Contract

A promise or set of promises, which the law will enforce. In practice, almost all contracts
involve two parties, the promise of each being the consideration for the promise of the other. A
simple contract is "formed" or the other party accepts "made" when an "offer” made by one
party, which that party has not revoked. The two parties must have agreed to the same thing and
must have the legal capacity to make contracts if the contract is to be enforceable. In some
circumstances, a contract must be written down or there must be some written evidence for it to
be considered to be enforceable.

Contribution
Money or other assets for use in the project assigned and transferred to the project by the RGC
under the obligations of the Loan/credit/grant agreement.

Cost
The value of an asset or part of an asset given up, parted with, used or consumed, or a liability, or
part of a liability incurred, in exchange for some item, good or service.

Deferred expenditure
Expenditure in a period, which is not treated as an operating cost of that period but is treated as
an asset with the intention that it will be an operating cost of future period.

Direct Payment

This is a payment procedure followed by the World Bank and the ADB, whereby the WB/ADB,
at the request of the borrower (EA), pays a designated beneficiary directly for payment of works
carried out, goods supplied or services provided.

Disbursements
Advances and replenishments and other payments made by the ADB/WB from the loan account
and made for their intended purpose as set out under the terms of the loan/credit/grant agreement.

Double-entry bookkeeping

A method of making accounting records in which there are several accounts, known collectively
as the "ledger”, arranged so that every transaction is recorded both as a credit in one account and
a debit in another account.

Expenditure

A giving up of money or other assets, or an incurrence of a liability, in exchange for a benefit
received or to be received. An amount of money or other assets given up, used or consumed, or a
liability incurred in the course of the ordinary activities of the project.

EXxpense
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Expenses are outflows or other using up of assets or incurring of liabilities (or a combination of
both) from carrying out activities that constitute the project's ongoing major or central
operations.

Financial statement

A statement, in monetary terms, of the results of an accounting entity's transactions over a
period, giving totals for classes of transaction rather than details of individual transactions and
presented in a commonly used form. The forms of financial statement to be prepared are the
statement of expenditures account, and statement of source and use of funds. Each of these
statements may be accompanied by notes giving supplementary information and should be
prepared both under the historical cost convention. It is usual to prepare financial statements
regularly once a year for the project, reporting the financial position on the same date each year,
and such statements are called "annual accounts".

Fiscal year
An accounting period of one year, which, in practice, may be 12 consecutive calendar months.

Force Account
This is a procedure under which a borrower (EA) is reimbursed from the WB/ADB for civil
works carried out by the borrower using its own work force, equipment and other resources.

Funds
Financial resources, finances.

General ledger
The section of the ledger containing the accounts that are not in the cash book e.g. expenditure
accounts, loan accounts and accounts for the project assets and liabilities.

Historical cost convention
The rule that the cost of acquiring or producing an asset and other expenses incurred are the
amounts to be shown as the value of that asset and those expenses in the accounts.

Imprest/Special account

A system for supplying and controlling cash/funds, in which the project responsible for the
cash/funds is given an initial advance sufficient for a time period. For each disbursement a
voucher is written out and replenishment of imprest/special account occurs at regular intervals or
when funds are depleted to a certain level.

Internal control system
The whole system of controls, financial and otherwise, established by the management in order
to carry on the business of the project in an orderly and efficient manner, ensure adherence to
management policies, safeguard the assets and secure as far as possible the completeness and
accuracy of the records.

Journal

A record of transactions, giving, for each transaction, a note of which ledger accounts are to be
debited and credited.
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Letter of credit (L/C)

An arrangement between ADB/WB and the project (called the "applicant for the credit™) under
which debts of the applicant incurred with a named third party (called the "beneficiary of the
credit™) are assured of payment. Letter of credit is of two main types. In one type the issuing
bank undertakes that when the beneficiary presents stipulated documents (typically, documents
evidencing shipment of specified goods to the applicant for the credit), ADB/WB will make
payment to, or to the order of, the beneficiary or will pay, provided that the terms and conditions
of the letter of credit are complied with. In the second type, the issuing bank authorizes another
bank (called the "advising bank™) to make payments, or deal with bills of exchange, against
stipulated documents, and makes arrangements to reimburse the advising bank. Also called

"documentary credit" because it involves the presentation of documents, “credit”, "and bankers’
commercial credit".

Liability
A claim against an accounting entity which, it is expected, will be settled by the entity parting
with assets or, in some other way, losing an economic benefit.

Loan capital

Money loaned to the project by the ADB/WB or other financier for continuing use in financing
the project activities and on which interest is payable at a rate which is laid out in the
Loan/credit/grant agreement.

Outstanding check
A check that has been drawn on its bank account but has not yet been presented for payment.

Petty Cash book
A book recording minor expenses and receipts of cash.

Performance bond/Performance Security
An arrangement under which a guarantor promises to pay compensation to a buyer if a sales
contract is not properly performed.

Procurement
The process of obtaining goods or services necessary under the project. Procurement guidelines
are set out by both the ADB/WB and RGC.

Project implementation

The period in which the defined project activities and objectives are pursued and completed.
Usually, these activities cannot begin until the loan/credit/grant agreement becomes effective.
However, certain preliminary steps in the procurement of goods and selection of consultants can
begin at an earlier stage to speed up project implementation. Implementation time generally
ranges from two to five years and depends on the type and nature of the project. The progress of
project implementation is assessed by ADB/WB review missions, which visit the project about
once a year throughout the implementation period.

Register
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A file of data/information on a common subject matter. Not part of the double-entry system.

Retention money

A part of the charge for work done by a contractor that is not paid until some time after the work
is completed so that deductions can be made if the work turns out to be faulty or as an incentive
to the contractor to provide maintenance services.

Statement of sources and uses of funds

A financial statement for an entity showing how the operations of the entity have been financed
and how financial resources have been used during the period. The statement provides a link
between the statement at the beginning of the period and at the end of the period.

Terms
Conditions or duties, which have to be carried out as part of contractor arrangements, which have

to be agreed before contract is valid.

Terms of payment
Conditions for paying something.

Trial balance
A list of all the balances on the ledger accounts before representing them in the periodic reports.
The totals of credit and debit balances should be the same.

Voucher

A document that corroborates or explains an entry in accounting records, especially a document
that explains why a payment is made
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APPENDIX 1 - ACCOUNTING DOCUMENTATION *

Cash Book
Bank Payment VVoucher
Receiving Voucher
Petty Cash Book
Cash Count Sheet
Petty Cash Payment VVoucher
Cash Advance Form
Liquidation of Amount Advanced
Advance Register
Contract Register
Contract Progress Payment Certificate
ADB/WB/RGC Withdrawal Application Register
Security Register
Asset and Inventory Register

Sub-project/Provincial Office Cash Book

* These are just a range of sample forms. Each agency may develop forms suitable for their own
needs, except for forms that are prepared for the MEF for consolidation purposes which need to
be uniform.
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Cash Book (CB)

When to use:

All entries from PVs and GJs relating to the replenishment of Imprest funds will be posted to the
Cash book. Posting will only be made after the DV/PV and GJ have been approved by the Project
Manager.

How to complete:

1. Enter details of bank name and account number.

2. Complete columns 1 and 2 with details of date and reference numbers of the relevant
DV/PV.

3. In column 3 enter a brief description of the transaction. The top of each Cash book page
will record the balance brought forward from the previous page, while the bottom of the
page will record the balance carried to the next page.

4. Enter check issued for each payment.

5. Enter corresponding GL account code relating to the entry.

6. Enter debit or credit amount (column 6 or 7) appropriately and calculate the cumulative
balance for column 8.

Distribution:

Accountant (to file)
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KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry of
Loan No.
Project
Page
Cash Book
Bank’s Name:
Account NO. XX XX XXX XX
Date DV/PV | Description Check No. | GL Code | Debit Credit Balance
No.
1 2 3 4 5 6 7 8
Balance brought forward (page no.)
Balance carried forward (page no.)
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Bank Payment VVoucher

When to use:

When making payments from any imprest/special account (ADB/WB, RGC or other).

Source document:
1. Purchase Contract /Receipt
2. Invoice
3. Contract Progress Report

How to complete:
1. Fill out the form with relevant details as shown in the form such as date, check number,
voucher number, posting details, payees name and address, brief description of the payment,
amount of payment ,( in numbers and in words ) reference request both number and date of

request .

2. Attach all supporting documents relevant to the payment such as suppliers invoice and
receipt for payment.

3. The bank payment voucher is generally prepared by the cashier, checked by the project
accountant, and authorised by the project manager.

Distribution:

Accountant (to file)
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Ministry of Agriculture, Forestry and Fisheries Kingdom of Cambodia
ADB Loan No. 1939-CAM (SF) Nation Religion King
Tonle Sap Environmental Management Project

Check NO.: covvviiiiiiie
BANK PAYMENT VOUCHER
Date: ....... ......l......... Voucher No.: BPV/05/..........
Debit: ..o
Credit: .o
S P L0:
S ATUIESS. e
- For (brief desription of PaymMeNt): ...... v e
- Amount: USSIRIEL e e e e e
- Total amount (INWOFAS) oo e e e e e e e e e e e e e
- Reference Request: No. Date:
- Attached supporting documents (invoice/receipt):
No. Date Amount

1.

2.

3.

Total:
Prepared by Checked by: Approved by:
(Full name and signature) (Full name and signature) (Full name and signature)
Director/Manager

Received by:

(Full name and signature)
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Receiving Voucher

When to use:

If cash is received, for example where cash is reimbursed on clearance of an advance or cash
receipt from the contractors for security purpose, a Receiving VVoucher should be prepared by the
Project Accountant and approved by the Project Manager.

This voucher is used by the Project Accountant to record the amounts received into the cash book.
How to complete:

All Receiving Vouchers must be sequentially numbered for control purposes.

1. When the Receiving VVoucher is prepared, the date of preparation and the date of the cash
receipt must be clearly recorded.

2. Write down clearly the full name and address of payer.

3. Line "For" indicates the reason for the cash receipt, such as excess advance received, bid
bond or performance bond received from any contract etc.

4. Line "Amount" indicates in number and words the amount of cash receipts.
Distribution:
 Accountant (to file)

* Payer (to keep).
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Ministry

KINGDOM OF CAMBODIA
NATION RELIGION KING

Loan No.

Project

Date:

Received from:

Receipt No.:

Receiving Voucher

Address of Payee:

For:

Amount (Currency):

Amount in Words:

Posted by:

(Full Name/Signature)

Account Code Debit........cccoeeeee

Account Code Credit.........cccoeeeei,

Approved by: Received by:

(Full Name/Signature) (Full Name/Signature)
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Petty Cash Book (PCB)

When to use:

All entries from PCPV and DVs relating to the replenishment of petty cash funds, are posted in
the PCB. Posting will only by made after the PCPV and DVs have been approved by the Project
Manager.

How to complete:

1. Complete columns 1 and 2 with details of date and reference numbers of the relevant
PCPV or DV.

2. In column 3 enter a brief description of the transaction. The top of each PCB page will
record the balance brought forward from the previous page while the bottom of the PCB
page will record the balance carried to the next page.

3. Incolumns 5 and 6 enter the petty cash expense (or replenishment) and the corresponding
petty cash balance.

4. Enter the expense amount in the appropriate column (6-12).

5. At month end, expense totals for each expense account for the month are transferred to the
relevant ledger.

Distribution:

Accountant (to file).
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KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry
Loan No.
Project
PCB/03
Petty Cash Book
XX XX 150 xx
Date | Ref | Description Petty Petty Cash Debit Ledger Petty
No. Cash Debit | Credit | Account | Account | Account | Account | Account | Account | Cash
Balance No. No. No. No. No. No. Advances
Balance brought
forward
Balance carry
forward
Total — transfer to ledger account at
month end
ADB/WB
RGC
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Cash Count Sheet
When to use:
Cash count sheet is intended to record the actual cash in the safe. The EA will determine the
difference between actual and what is recorded in the book. The balance per Petty Cash Book
should be reconciled on a monthly basis to the Cash Count Sheet. If necessary, it may be counted
at other times as well. The Cash Count Sheet is an important part of the internal control system. It
helps locate errors in the record keeping system. The cash count sheet is signed by the cashier or
the accounting assistant who counts the cash, and also by the project accountant.
The month-end cash count should be approved by the project director or project manager.

How to complete:

The cash count is carried out periodically at the end of the month, quarter or year. If necessary, it
may be counted at other times as well.

In the cash count sheet, the document number and the counting date must be recorded.

Prior to the cash count, the cashier must record all vouchers into the cashbook and calculate the
balance of each, as at the time of the count. When performing the cash count, each type of item in
the safe must be counted separately. The reasons why the cash count is over/under must be stated.
Distribution:

The cash count report is prepared by the cash count committee.

 Accountant (to file)

* Cashier (to file)
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Ministry

KINGDOM OF CAMBODIA
NATION RELIGION KING

Loan No.

Project

No.:

Date:

I. Actual Count

Cash Count Sheet
Note Quantity (Slip)

100

Total US$
Khmer Riel

50

100

200

500

1000

5000

10000

20000

50000

100000

Total Khmer Riel
Exchange Rate:
US$ Equivalent
Total Cash

I1. Balance in Petty Cash Book

I11. Difference:

Reason:

Over

Short

Counted by:

Amount

Checked by: Accountant

Approved by: Project
Director/Manager

Full Name, Signature

Full Name, Signature

Full Name, Signature
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Petty Cash Payment VVoucher
When to use:

When making any payments (including reimbursing expenses) from any petty cash account
(ADB/WB, RGC or other).

Source document:

Petty Cash Request

How to complete:
1. Fill out the form with relevant details as shown in the form such as date, voucher
number, posting details, payees name and address, brief description of the payment, amount
of payment ,( in numbers and in words ) reference request both number and date of request .

2. Attach all supporting documents relevant to the payment such as suppliers invoice and
receipt for payment.

3. The petty cash payment voucher is generally prepared by the cashier, checked by the
project accountant, and authorised by the project manager.

Distribution:

Accountant (to file)
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Ministry of Agriculture, Forestry and Fisheries Kingdom of Cambodia
ADB Loan No. 1939-CAM (SF) Nation Religion King
Tonle Sap Environmental Management Project

PETTY CASH PAYMENT VOUCHER

Date: ...l Voucher No.: PCPV/05/..........

Debit: ...
Credit: .o

S PAI L0:

S AGAIESS: e

- For (brief desription of payment): ...

- Amount: USSIRIEL o

- Total amount (INWOFAS) oot e e e e et et et e e

- Reference Request: No. Date:

- Attached supporting documents (invoice/receipt):

No. Date Amount
1.
2.
3.
Total:
Prepared by Checked by: Approved by:
(Full name and signature) (Full name and signature) (Full name and signature)

Director/Manager

Received by:

(Full name and signature)
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Cash Advance Form

When to use:

Applicant to complete when an advance is required for subproject expenses
How to complete:

1. Applicant to enter details including purpose for request, loan category and amount (Rows
1to 7).

2. Request is reviewed by the Accountant. Accountant also to indicate whether funds are to
be taken from petty cash or the imprest/special account.

3. All requests over US$500 must be withdrawn from the imprest/special account and
approved by the Project Director. Below this amount petty cash may be used and the
Project Manager may approve.

Distribution:

» Accountant

* Applicant
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KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry of
Loan No.
Project
Cash Advance Form
Date: Request No. RA/03
1. | Requestor
2. | Address
3. | Purpose
4. | Loan Category
5. | Category No.
6. | Amount advanced
7. | Total Amount in Words
8. | Source of Funds Petty Cash/Imprest:
ADB/WB, RGC
Approved by: Accountant Applicant

Project Manager/Director
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Liquidation of Amount Advanced
When to use:

1. Used for all amounts advanced (whether from the imprest/special account or petty cash),
when they are returned

2. Completed by accountant when applicant submits a request for liquidation of the Advance.
How to complete:

1. Based on Applicant's request for liquidation, the Accountant completes the form, including
items 1 and 2, based on the previous DV/PCPV relating to the initial Advance(s) and the
invoices completed in order to post the submitted expenditure.

2. The Accountant will review this expenditure prior to posting.

3. The Applicant will return any balance of cash advance. Alternatively, if expenses exceed
the advance, then reimbursement is necessary (given that all expenditures are eligible) and

a Petty Cash Request needs to be submitted to claim reimbursement.

4. The Project Manager will review and approve the document when they have been
completed by the Accountant.

Distribution:
e Accountant

* Applicant
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Ministry of

KINGDOM OF CAMBODIA
NATION RELIGION KING

Loan No.

Project

Reference RAA/03

Liquidation of Amount Advanced

Source: Imprest/Petty Cash
Date:
1. Amount previously advanced

Date DV/PCPV No.

US$/Riel

Total

2. Expenses incurred (attach copies of invoice)
Date Invoice No. Description

3. Balance remaining

Advance outstanding (1-2):

Expenses incurred over amount advanced (2-1)

(to be reimbursed)

Project Manager Accountant Applicant
(Full Name/Signature) (Full Name/Signature)

(Full Name/Signature)
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Advance Register

When to use:

The Advance Register which is a summary of all advances made is intended to assist the
Accountant and Project Manager to monitor the advance amounts (whether from the
imprest/special account or petty cash) for sub-project expenses. It is completed for all advances
and updated when the advances are liquidated.

How to complete:

1. When the advances are paid, the accountant enters the following relevant information into
the advance register.

* Request of advance number and date
 Payment Voucher number and date
» The amount of advance.

2. Accountant will update the advance register after the advances are liquidated against the
actual expenditures incurred.

3. As the payments are made, details are entered into the Advance Register, based on the
liquidation of Amount Advance Sheet.

4. Accountant should enter the following:
* Reference of liquidation of Advance number and date.
* Description of expenditures for the sub-project.
» Amount of expenses against invoices and receipts.
» Amount returned or reimbursed.
* The remaining balance of advance.
Distribution:

Accountant (to file)
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Ministry of

Loan No.

Project

No.

KINGDOM OF CAMBODIA
NATION RELIGION KING

Advance Register

Ref. RA

PV

No. Date

No.

Date

Amount RAA
Advanced | No.

Amount
Returned

Amount
Expensed

Description

Date

Amount
Reimbursed

Balance

Total

Approved by:

Project Manager/Director

Full Name, Signature, Date

Approved by:

Accountant

Full Name, Signature, Date

116




Contract Register (CR)

When to use:

The Contract Register is intended to assist the Accountant and Project Manager to monitor the
progress of contracts. It is completed for all contracts when progress payments are made and
updated as the contract progresses.

How to complete:

1. When the contract is initially made, the following information is input into the contract
register:

. Contract reference number and account code (separate CR is used for each
contract).

. Procurement Evaluation Sheet reference and date.

. Category of expenditure (and code) relating to contract and type of supply (civil
works, goods or services).

. Name and address of contractor and contract date.

. Contract value and US$ equivalent.

. Date of commencement and completion of contract.
2. Accountant retains copy of Contract Register.
3. As progress payments are made, details are entered into the Contract Register.
Distribution:

Accountant (to file)
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KINGDOM OF CAMBODIA
NATION RELIGION KING
Ministry
Loan No.
Project

Contract Register

Contractor/Supplier:

Address:

Date of Contract: PCSS No. Contract Amount’: (equivalent US$ )

Contract Reference No. CR/_/ Category No. Date started:

General Ledger Account NO. XXX/XX/XX/XX/XX/XX Completion date:

Reference Description Invoice® Progress Payments Advances® Retention | Posted  on
amount on payment on GL

Date No. Date Amount* Contract payment | Y/N

Balance

! Excluding contingencies.

2 payment request per contractor before deduction for advances and retention.
% Deductions for retentions and advances on progress payment.

* Net payment to contractor.
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Contract Progress Payment Certificate (CPPC)
When to use:

1. The CPPC is intended to record and verify the progress of, contract services, civil works
and supply of goods

2. Upon receipt of the contractor's invoice for scheduled progress payment, the
reasonableness of this invoice must be verified.

How to complete:

1. The Consultant (or Project staff responsible for the contract) must complete the CPR with
details in paragraphs 1 to 5.

2. Following verification that the invoiced amount is due (work completed, payment due
within the terms of the contract), the statement in paragraph 6 must be signed by the
consultant, and the Project Manager/Director to testify that the payment is justified.

3. Invoice is attached and CPR distributed accordingly.

Distribution:
* Procurement office
* Consultant

* Project Manager

e Accountant

119



KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry
Loan No.
Project
CPPC/03

Contract Progress Payment Certificate

1. Contract Reference No. :

2. Description of Contract:

3. Contractor Name and Address:

4, Description on invoice:

5. Invoice amount

Total (US$) ADB/WB Local Portion
Description Portion (US$) | (US$)

Invoice amount

Less payment of mobilization advance (%)

Subtotal

Less: retention (%)

Less: other deductions (%)

Invoice total

Previous invoices on contract

Total payments

Total contract amount’

Contract balance

6. Statement

I verify that the invoice attached to this document, and detailed above, is justifiable and the
amounts noted above are due. The civil works/goods/services described in the contract have been
provided and the progress payment requested by the contractor is due at this time under the terms of
the contract.

Consultant Project Director
Date / |/ Date [/ /

! Excluding contingencies.

120



ADB/WB/RGC Withdrawal (Replenishment) Application Register

When to use:

When an application is made to ADB/WB for withdrawals in any form, update such withdrawals
as received or paid.

How to Complete:

1. Accountant enters detail of application for withdrawal immediately prior to WA being sent
to MEF. Details are entered as provided for in the Register.

2. When withdrawal is received or paid, the register should be updated with the relevant
details.

Distribution:

Accountant (to file)
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KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry

Loan No.

Project

ADB/WB WAR/03

ADB/WB/RGC Withdrawal (Replenishment) Application Register
Withdrawal | Category | Description of | Contract Amount/ | Disbursed Amount/Currency Received Us$ Difference | Remarks
Application | and Code | Goods and Services | Reference Currency equivalent
Date | No. Date No. requested | Date | Ref. | Imprest | Direct Commit- (booked
Fund Payment | ment by donor
Letter agency
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Security Register (SR)
When to use:

All contract security amounts should be recorded in the SR, which is maintained for all kinds of
security items.

How to complete:
1. Accountant should enter details of following information into the security register:

. Category of expenditure (and code) relating to security (separate SR is used for
each contractor or supplier).

. Name and address of Contractor
. Description of security.
. Type of security.
. Receiving date, currency, and amount of security.
. Balance amount after liquidation.
2. The accountant should then prepare a GJ to pass the application to the relevant account.
3. When the deadline is over the security is liquidated.
Distribution:

Account (to file)
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Ministry

Loan No.

Project

SR/03

KINGDOM OF CAMBODIA
NATION RELIGION KING

Security Register

Category/Code
(civil works or
supply of
goods and
services)

Name and
Address of
Contractor

Security

Receiving Liquidated

Description

Type

Date Currency Amount Date Amount

Balance

Posted
GL
Y/N

to
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Asset and Inventory Register (AIR)
When to use:

When any item, over the value of US$100, is purchased and the useful life is over one year, details
should be entered into the Asset Register from the invoice and DV. Such items would typically
include vehicles, equipment, and telecommunications. It is advisable that the Asset Register is
updated at the time of GL and received by the Accountant and project Manager on a monthly
basis. The Asset Register should be updated on a continual basis with regard to location and
condition of the assets.

How to complete:

1. Accountant to enter details of the item from the invoice and PV. Such detail would
generally include a description of the asset (including any uniquely Identifying
serial/model numbers), country of origin; purchase date, PV reference number, quantity,
unit price, amount, location and condition.

2. Asset Identification number should be assigned to each asset and the asset labelled with
such a number.

3. Any specific issue concerning the asset should be recorded as well as any service
reminder instructions may also be included in this register

Distribution:

Accountant
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KINGDOM OF CAMBODIA
NATION RELIGION KING

Ministry
Loan No.
Project
AIR/03
Asset and Inventory Register
Class of | Asset Description/Specification (include | Purchase Date (and | Quantity Unit Price Amount Location and | Remarks
Asset Identity No. serial/model no, country of origin) PV reference) condition
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Provincial/Sub-Project Cash Book (CB (Prov))

When to use:

Expense at sub-project or province will be requested using PCPV/PV. Replenishments are
recorded on the basis of the Advance Request. Posting will only be made after the PCPV/PV has
been approved by the Sub-Project or Province Manager.

How to complete:

1.

2.

Complete columns 1&2 with the details and reference number of the relevant PCPV/DV.

In column 3 enter a brief description of the transaction. The top of each CB (Prov) page
will record the balance brought forward from the previous page, whilst the bottom of the
CB (Prov) page will recode the balance carried to the net page.

In column 5&6 enter the cash expense (or replenishment) and the corresponding cash
balance (Column 4).

Enter the expense (debit) amount in the appropriate column (6-13).
Replenishment should be made at each month end and at other times as necessary. The CB

(Prov) should be submitted to the central EA office for replenishment and the appropriate
balance carried forward to a new CB (Prov) page.

Distribution:

* Sub-project or provincial Accountant (to file)

* EA Account (to file)
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KINGDOM OF CAMBODIA

NATION RELIGION KING
Ministry
Loan No.
Project
CB(Prov)/03

Provincial/Sub-project Cash Book
Province or Sub-project

Date | Ref Description Cash Cash Cash Debit ledger
No. Balance | debit credit Account | Account | Account | Account | Account | Account | Account
No. No. No. No. No. No. No.
1 2 3 4 5 6 7 8 9 10 11 12 13
Balance brought
forward

Balance carry forward

ADB/WB

RGC
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APPENDIX 2 - CHART OF ACCOUNTS

Ministry of Land Management, Urban Planning and Construction (MLMUPC)
Land Management and Administration Project - LMAP

Funded by IDA, Germany & Finland

Base format for the Proposed Chart of Accounts

| Account Segments

v

v

v

v

v

v

v

v

Ref

(@) @) m

w

19
-+

Description of Accounts Segments

Note Digits

Account Type / Main Account
Component

Sub-Component / Category
Provinces

Team

Disbursement Category
Fanancier

Contract Reference (Optional)

IOTMMmMOOm®>D0

4

NEFEPWNWN

Total Digits

17

Note: Digits are made of Alpha and Numeric combinations.
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Ministry of Land Management, Urban Planning and Construction (MLMUPC)
Land Management and Administration Project - LMAP
Funded by IDA, Germany & Finland

Base format for the Proposed Chart of Accounts

A) Account Type

1000 Cash and Bank

2000 Advances

3000 Liabilities

4000 Accumulated Fund

5000 Receipts from Financiers

6000 Expenses on Components, Fixed Assets and Operating Cost

B) Components

LP Development of Land Policy and Regulatory Framework

ID Institutional Development

LT Land Titling Program and Development of Land Regional System
DR Strengthening Mechanisms for Dispute Resolution

LM Land Management

C) Sub Component/Category

LP1 Development of the Capacity of the Secretariat of the C L P
LP2 Formulation of Key Policies for Land Admin and Mgmt
LP3 Development and Drafting of Legal Instruments

LP4 Dissemination of Policies Laws and Procedures

D1 Long Term Institutional Development of the MLMUPC at all Levels
D2 Project Management

ID3 Development of Land Mgmt and Admin Education Program

ID4 Development of Private Surveying Industry

LT1 Information Dissemination and Community Participation
LT2 Systematic Land Titling Program

LT3 Sporadic Land Titling Program

LT4 Development of a Modem Land Registration System

DR1 Strengthening the Nat'l Cadastral Commission
DR2 Strengthening the Provincial Cadastral Commissions
DR3 Legal Assistance for Disadvantaged

LM1 Clarification of Procedures for Defining Different Classes of Land

LM2 Procurement of Aerial Photographs and Satellite Images
LM3 Preparation of Land Classification Maps for Project Provinces

130



Ministry of Land Management Urban Planning and Construction (MLMUPC)
Land Management and Administration Project - LMAP
Funded by IDA. Germany & Finland

Base format for the Proposed Chart of Accounts

D) Provinces
CP Central Project Management Office
PP Phnom Penh - Municipality
TK Takeo
PV Prey Veng
KD Kandal
KS Kampong Speu
SV Sihanouk Ville
KT Kampong Thorn
KC Kampong Cham
KP Kampot
SR Siem Reap
BB Battambang

E) Team
TO1 Team-1
TO2 Team - 2
TO3 Team -3
TO4 Team - 4
TO5 Team -5
TO6 Team - 6
TO7 Team -7
TO8 Team - 8
TO9 Team -9
T10 Team-10

F) Disbursement Category
GD Goods
WK Works
CS Consultants' Services
TW Training, Workshops and Study Tours
TD Title Development Cost
OC Incremental Operating Cost

G) Financier

R Royal Government of Cambodia

I International Development Association
G Germany

F Finland

H) Contract Reference (Optional)
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