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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX

to the Commission Implementing Decision on the financing of the annual action plan in favour of

Cambodia for 2022

Action Document for EU-Cambodia Partnership for Public Financial Management Reform (Stage V)

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial

ANNUAL PLAN

Regulation, and action plans in the sense of Article 23 of NDICI-Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

1. Title

CRIS/OPSYS
business reference

Basic Act

EU-Cambodia Partnership for Public Financial Management Reform (Stage 1V)
OPSYS number: ACT-60558
Financed under the Neighbourhood, Development and International Cooperation

Instrument (NDICI-Global Europe)/ Overseas Association Decision/European Instrument
for International Nuclear Safety Cooperation Regulation

2. Team Europe
Initiative

Yes (Sweden)

Team Europe Initiative (TEI-2) “Build back better — green energy and industrial value
chains”

3. Zone benefiting
from the action

The action will be carried out at the following location: Cambodia

4. Programming
document

Multiannual Indicative Programme 2021-2027 for the European Union's cooperation with
the Kingdom of Cambodia

5. Link with relevant
MIP(s)
objectives/expected
results

Priority Area 3: Good Governance, specific objective 1 related to the Public Finance
Management Reform (PFMR) to improve efficiency, transparency and accountability in
management of public funds to improve public service delivery.

PRIORITY AREAS AND SECTOR INFORMATION

6. Priority Area(s),
sectors

Good governance at all levels (DAC 151)

7. Sustainable
Development Goals
(SDGs)

Main SDG :
16 - Peace, justice and strong institutions

Other significant SDGs:

SDG 17 - Partnerships for the goals

SDG 1 — No poverty

SDG 8 — Decent work and economic growth
SDG 3 - Good health and well-being

SDG 4 - Quality education

SDG 13 - Climate Action
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https://eur-lex.europa.eu/resource.html?uri=cellar:d2c24540-6fb9-11e8-9483-01aa75ed71a1.0002.02/DOC_1&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:d2c24540-6fb9-11e8-9483-01aa75ed71a1.0002.02/DOC_1&format=PDF

SDG 5 — Gender Equality

8 a) DAC code(s) * 15111 — Public finance management — 100%
8 b) Main Delivery Recipient Government — 12000
Channel @
9. Targets? (] Migration
L] Climate
Social inclusion and Human Development
Gender

O Biodiversity
0 Education®
Human Rights, Democracy and Governance*

10. Markers ® General policy objective @ Not targeted | Significant | Principal
(from DAC form) objective objective
Participation development/good governance O O
Aid to environment @ O O
Gender equality and women’s and girl’s O O
empowerment
Trade development [ O
Reproductive, maternal, new-born and child O O
health
Disaster Risk Reduction @ O O
Inclusion of persons with [ ]
Disabilities @
Nutrition @ O O
R10O Convention markers Not targeted | Significant | Principal
objective objective
Biological diversity @ ] O
Combat desertification @ O O
Climate change mitigation @ ] [
Climate change adaptation @ O O
11. Internal markers® Policy objectives Not targeted | Significant | Principal
and Tags": objective objective
Digitalisation @ O [

! DAC sectors (codes and descriptions) are indicated in the first and fourth columns of the tab ‘purpose codes’ in the following
document: http://www.oecd.org/dac/financing-sustainable-development/development-financestandards/dacandcrscodelists.htm

2 Actual contribution to targets will be confirmed ex-post based on a standardised methodology.

3 This target is specific to INTPA. If the action is marked as contributing to the Education target, please make sure the target on
“Social inclusion and Human Development” is also marked.

4 Thematic target for geographic programmes (at least 15%) in delegated act.

> For guidance, see hitps://www.oecd.org/development/financing-sustainable-development/development-finance-standards/ (go to “Data
collection and resources for reporters”, select Addendum 2, annexes 18 (policy) and 19 (Rio) of the reporting directive).

If an action is marked in the DAC form as contributing to one of the general policy objectives or to RIO principles as a principal
objective or a significant objective, then this should be reflected in the logframe matrix (in the results chain and/or indicators).

6 The internal markers have been created to report on the implementation of the Commission’s own policy priorities in areas where
no DAC reporting tool is available. For the sake of consistency and comparability, the methodology is equivalent to the DAC
markers, with three possible positions (main target, significant target, not targeted)

" Methodology for additional tagging providing granularity on internal markers is under development.
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http://www.oecd.org/dac/stats/annex2.htm
http://www.oecd.org/dac/stats/addenda-converged-statistical-reporting-directives.htm
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwib--aLwMPvAhUEmVwKHRuhChgQFjACegQIAhAD&url=https%3A%2F%2Feuropa.eu%2Fcapacity4dev%2Ffile%2F108781%2Fdownload%3Ftoken%3DyYLReeC6&usg=AOvVaw1Zs4QC6PHxpt_vhNwV13eZ
https://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC/STAT(2020)48&docLanguage=En
https://scalingupnutrition.org/wp-content/uploads/2020/12/OECD_PolicyMarkerNutrition.pdf
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://www.oecd.org/dac/environment-development/Revised%20climate%20marker%20handbook_FINAL.pdf
https://www.oecd.org/dac/environment-development/Revised%20climate%20marker%20handbook_FINAL.pdf
http://www.cc.cec/wikis/display/crisknowledgebase/DAC+-+Chapter+3#DAC-Chapter3-3.6.5.1Digitalisation
http://www.oecd.org/dac/financing-sustainable-development/development-financestandards/dacandcrscodelists.htm
https://www.oecd.org/development/financing-sustainable-development/development-finance-standards/

Tags:

digital connectivity
digital governance
digital entrepreneurship
digital skills/literacy
digital services

X O

0ooo

oooonf

Tags:

Connectivity @

digital connectivity
energy

transport

health

education and research

Oooooao

gooooaof

Migration @
(methodology for tagging under development)

0

U

Reduction of Inequalities

(methodology for marker and tagging under
development)

Covid-19

d

BUDGET INFORMATION

concerned

Total estimated cost: EUR 34 000 000

Total amount of EU budget contribution: EUR 31 000 000, of which:
- EUR 20 000 000 for budget support (Sector Reform Performance Contract) and
- EUR 11 000 000 for complementary support®.

12. Amounts Budget line(s) (article, item): BGUE-B2022-14.020131-C1-INTPA

This action is co-financed in joint co-financing by the Swedish International Development
Cooperation Agency (Sida)® for an estimated amount of EUR 3 000 000.

MANAGEMENT AND IMPLEMENTATION

13. Type of Direct management through:
financing™ - Budget Support: Sector Reform Performance Contract
- Twinning Grants
- Procurement

- 8of which:

i EUR 2 400 000 for procurement

ii. EUR 1 000 000 for an Administration Agreement with the World Bank

iii. EUR 2 000 000 for a Twinning project with the National Institute of Statistics (NIS) of Cambodia as a beneficiary

iv. EUR 2 000 000 for a Twinning project with the Ministry of Economy and Finance of Cambodia (General Department
of Taxation) as a beneficiary

V. EUR 3500 000 for a Contribution Agreement with Swedish International Development Cooperation Agency (Sida)

Vi. EUR 100 000 for evaluation, audit and verifications

9 Sweden will be a partner of the Team Europe Initiative (TEI-2) “Build back better — green energy and industrial value chains”,

which this action will also support.
10 Art. 27 NDICI
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https://eeas.europa.eu/sites/default/files/eu-asian_connectivity_factsheet_september_2019.pdf_final.pdf
https://myintracomm.ec.europa.eu/DG/INTPA/devco-management/programming/Pages/index.aspx#thematic-guidance

Indirect management with:
- World Bank (WB)
- Swedish International Development Cooperation Agency (Sida)

1.2. Summary of the Action

The National Rectangular Strategy 1V (RS 1V) 2019-2023 has at its core a comprehensive good governance reform
programme. In line with the RS IV, as well as with the objectives of the Government Public Financial Management
Programme, improvement in economic governance is one of the most important factors for inclusive and sustainable
growth in Cambodia.

Improvement in economic governance will therefore also help to foster better results in all the other priorities of the
MIP. Building on the previous MIP (2014-2020), the implementation of the Public Financial Management (PFM)
Reform Program will allow to enhance fiscal discipline, further increase domestic resource mobilisation and improve
policy-based budgeting and allocation of financial resources for an improved service delivery to citizens

Despite some improvements in Public Finance Management, the global level of efficiency gap can still be further
reduced. Strengthening efficiency in public spending, revenue mobilisation and service delivery through progressive
and structured reforms are the keys to the success for meeting the SDGs.

The proposed Action is for continued strategic partnership with the Ministry of Economy and Finance (MEF) MEF
through support to the implementation of the national PFM Reform Programme (PFMRP) in the transition from its
3rd stage, the Consolidated Action Plan 3 (CAP3) 2017-2020 and the Consolidated Action Plan 3+2 (CAP3+2) 2021-
2022, which is focused on the establishment of budget-policy linkages, to its 4th stage (future CAP4 2022-2025) that
will aim at performance accountability (performance informed budgeting).

The proposed Action contributes to the MIP Priority Area 3 (Good Governance) and to its Specific Objective 1 to
improve efficiency, transparency and accountability in management of public funds to improve public service
delivery. Good governance underpins the two other priority areas of Green growth and decent jobs and Education
and skills development; without a better functioning public financial management, the potential for a transformative
impact of all interventions will be at risk.

The Action’s overall objective is to promote sustainable, inclusive and climate neutral economic recovery post-Covid-
19. The specific objectives are (1) Enhanced budget credibility; (2) Enhanced financial accountability and
transparency; (3) Strengthened efficient budget-policy linkages, including on Climate Change and Gender

(4) Capacity development for PFM and service delivery. The Action will focus in particular on domestic resource
mobilisation, revenue management (administration and policy), budget comprehensiveness and transparency, public
investment management, public procurement, digitalisation through the financial management information systems
(FMIS), accounting and reporting, and national statistics.

It is proposed to continue using the budget support modality together with a strong policy dialogue and
complementary measures through delegated cooperation and direct technical assistance. The Action will also
introduce Twinning projects for the first time in Cambodia to support capacity building and inter-institutional
cooperation.

This Action is expected to contribute to the achievement of SDGs 16 (Peace, justice and strong institutions) and 17
(Partnerships), and indirectly to most other SDGs such as SDGs 3 and 4 on Good health and Quality education which
require substantial quality investment in people and infrastructure but also to SDG 1 (No poverty), SDG 8 (Decent
work and economic growth), SDG 13 (Climate Action) and SDG 5 (Gender equality), through green and gender
budgeting.

2. RATIONALE

2.1. Context

Page 4 of 31



Cambodia, still a Least Developed Country (LDC) and, since 2015, a lower middle-income country (LMIC), has been
one of the most dynamic economies in the Asia-Pacific region between 2000 and 2018, achieving 7% yearly economic
growth on average. Covid-19 has hit Cambodia hard, with the GDP contracting by 3.1% in 2020, followed by a
recovery with GDP growth of 3.1% in 2021. Real GDP growth is projected to reach 4.5/5.1% in 2022 and to gradually
recover to reach 6.5% on average.

In February 2020, due to serious and systematic concerns related to human rights in the country, the European
Commission took a decision to partially withdraw the trade preferences under the Everything But Arms (EBA)
scheme for Cambodia, which had sustained growth and job creation during the past years. Enhanced engagement
with the Cambodian government remains critical for the EU to promote a sustainable and more equitable economic
recovery and to use available avenues of policy dialogue with the government to promote democracy and human
rights.

In recent years, China has increasingly established more influence in Cambodia, providing now almost a quarter of
total FDI under its Belt and Road Initiative. The country is aware of the risks of overdependence on China and realises
the advantages of an integrated ASEAN, and the EU market and expertise remain attractive both for the government,
civil society at large and the private sector. While working with Cambodia on its socio-economic recovery, there are
good entry points for the EU to ensure impact and promote its interests and values.

EU’s engagement in PFM is a building-block for all the priority areas of the MIP and for delivering the Team Europe
Initiatives (TEIs): “Sustainable landscapes, forests and agriculture” and “Build back better — green energy and
industrial value chains”.

Nurturing the partnership with the Ministry of Economy and Finance (MEF) is a crucial entry point for broader
dialogue with Government in the political context and it is strategically useful to the MIP’s overall objectives. The
EU will be able to engage with MEF on reforms of strategic value, including in sensitive areas such as public
investment management, public procurement, budget transparency, equitable taxation and climate change. PFM
reforms strengthen the rule of law, reduce corruption, and reinforce accountability to the citizens.

Under the MIP 2021-2027 the EU committed to support the Government and Civil Society (Sector 1 of the MIP) and
to continue contributing to some of the key aspects to strengthen the governance sector and democracy in Cambodia.
As a priority, the EU will continue to work with Cambodia in support of the Public Finance Management (PFM)
reform (SDGs 16 and 17), that, since the launch of Stage 1 of the PFM reform in 2005, has led to significant
improvement in revenue mobilisation, better alignment of expenditure with national priorities, availability of financial
information for timely decisions and increasing accountability and transparency. Moreover, PFM improvements have
led to increased budget credibility and predictability, which has been instrumental to restore macroeconomic stability
and resilience to external economic shocks, which in turn has greatly supported economic growth and enabled a rapid
response by the government to the COVID-19 crisis. Future priorities under PFM will include revenue administration,
streamlining and standardization of internal controls, strengthening public procurement and public investment
management, as well as the development of accountability systems. An effective PFM Reform Programme is also
key for the EU continuing sector budget programmes. To ensure that the progress in PFM is further strengthened, it
is important to improve efficiency of the public administration. The MIP 2021-2027 has allocated an additional EUR
37 million to reforms in Governance, including support to Public Finance Management Reform (PFMR) is to improve
efficiency, transparency and accountability in management of public funds to improve public service delivery. The
MIP also includes measures in favour of civil society.

Despite some progress, gender inequalities and gaps are still high in Cambodian politics and decision-making circles,
the formal economy, and in upper secondary and tertiary education.

Every stage of the PFM reform corresponds to a Consolidated Action Plan (CAP) to which Development Partners
refer as the Government-owned master plan. The ongoing (CAP3) is expected to ends in 2022. The following phase
of the reform (post 2022), to be launched in 2023 (CAP4),will be defined by the MEF on the basis of the Public
Expenditure and Financial Accountability (PEFA) assessment finalised in June 2021.

The Action will contribute to the implementation of the Joint European Development Cooperation Strategy for
Cambodia 2021-2027, notably Priority 1 “strengthen democratic accountability, integrity and effectiveness of
Cambodia’s public institutions, systems and services at all levels (‘supply side of governance’), with particular focus
on major governance reform programmes, including corruption”. Under Priority 1, the European partners agreed to
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support the Public Financial Management (PFM) Reform Program to enhance fiscal discipline, raise efficiency and
transparency on budgeting and accountability, increase domestic resource mobilisation, improve allocation of
financial resources for a better-quality service delivery, citizen’s participation and Parliamentary oversight. The
European Partners agreed to support a greater involvement of line ministries in the implementation of the reform
program. Under Priority 2, European partners agreed to foster democratic participation, respect for human rights,
gender equality, and support an enabling environment for civil society in Cambodia (‘demand side of governance’).

2.2.Problem Analysis

The EU will continue to support of the Public Finance Management (PFM) reform as part of its commitment to
contribute to strengthening the governance sector and democracy in Cambodia. Improving PFM is a key objective of

Cambodia’s national development strategy (Rectangular Strategy IV and National Strategic Development Plan 2019-
2023).

Following the completion of the PEFA assessment in June 2021 and in line with Development Partner’s
recommendations, the MEF has decided to extend the existing Consolidated Action Plan 2017-2020 (known as CAP
3) to also cover 2021 and 2022. This will enable to address some existing weaknesses in the PFM reform before
embarking in a new Consolidated Action Plan (CAP4) that should focus in strengthening accountability systems. This
decision was taken to accommodate delays accumulated due to lockdowns and in general the disruptions caused by
COVID-19 and by the measures put in place in 2020 and 2021 to manage the outbreaks. The CAP 3 still focuses on
a multi-year perspective on fiscal planning, implementation of programme budgeting to all line ministries and
implementation of FMIS. This aims at improving the link between sector strategies and national budget allocations.

Key strategies encompassed in the CAP3 and the future CAP4 include the overarching "Budget System Reform
Strategy 2018-2025" (BSRS). The BSRS endorses a shift from the originally planned "performance-based budgeting"
to the more realistic "performance-informed budgeting!*. The MEF has also developed a Public Procurement Reform
Strategy 2019-2025, which runs in parallel to the Budget System Reform Strategy. Overall, the procurement reform
aims at making the procurement process more competitive, efficient and transparent, and to promote the execution of
public procurement through granting more extensive authorizations to the procurement implementing institutions.
The MEF is also implementing the Public Investment Management Strategy 2019-2023, the Public Debt Management
Strategy 2019-2023, the FMIS Phase |11 (2021-2025) and FMIS Change Management Strategy, the Strategic Capacity
Development Plan 2021-2025 and the Revenue Mobilization Strategy 2019-2023.

Cambodia’s vulnerability to Climate Change is characterised by frequent flooding and irregular rainfall, coupled with
an agrarian based economy, limited human and financial resources, insufficient physical infrastructure, and limited
access to technologies. Green and resilient investment is a main part of countries’ commitments under their Nationally
Determined Contribution (NDC) and in line with overarching national climate strategies. Substantial public
investment will be necessary to build public infrastructure that makes economies more resilient to climate change and
related natural disasters. Against this backdrop, a priority for Cambodia is to manage public investments efficiently
and effectively.

While in principle strengthening integration of gender equality objectives into budget processes and documentation
is well aligned to PFMRP objectives, and there is a commitment from the Cambodian government to improve gender-
responsive budgeting (GRB), GRB has not explicitly been integrated into its latest “Budget System Reform Strategy
(2018-2025) yet. The CAP3 included a reference to “highlight poverty reduction and gender issues in Programme
Budgeting & Budget Strategic Plans (BSP)”. However, in the recent March 2021 update establishing (“CAP3+2”)
this reference has been deleted. As part of the policy dialogue in the context of this action the EU will seek to ensure
that future PFM reform strategies, and in particular the CAP4, make clear references to the importance of Gender
Responsive Budgeting (GRB) and to use PFM policy and tools to ensure gender equality and the empowerment of
women and girls.

The FMIS project is a building block of the whole-of-government digital policy in Cambodia. The FMIS is seen as
an important part of the future digital Government architecture.

Hwith performance-informed budgeting, resources are not directly related to performance, as was envisaged in the previous budget reform
strategy, but performance information is used in the budget allocation process.
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Improvement of Public Financial Management has the potential of increasing domestic revenues and service delivery
systems and to address key policy priorities such as climate change, gender responsive policies and budgeting and
the inclusion of vulnerable groups, including persons with disability. To inform government economic and budget
decisions, as well as to increase transparency for the citizens, it is key to continue supporting the improvement of
quality of national statistics, including on vulnerable people and gender disaggregated.

- Building on the experience from the previous Sector Reform and Performance Contracts (ACA/2015/037-958;
ACA/2018/ 040-874), this Action will include complementary technical assistance to respond to government
demands for more capacity building to be provided directly by the EU. In addition to that, complementary actions
will include a number of activities implemented with different implementation modalities. For details, please see
section 4.4.

Identification of main stakeholders and corresponding institutional and/or organisational issues (mandates, potential
roles, and capacities) to be covered by the action:

Stakeholders include general departments of MEF, the General Steering Committee (GSC) for PFM, financial
departments in line ministries and provincial treasuries.

The governance structure of the PFMRP and the different departments of the MEF (duty bearers) are the direct targets
of EU support.

Indirect stakeholders are the secretariats of other key institutional reforms linked to progress in the PFM reform, line
ministries, sub-national administrations, as well as the National Audit Authority and the Parliament. In the long run,
all ministries and agencies will benefit from the reform programme. Cambodian people (in their capacities as public
users, citizens and taxpayers) are the ultimate beneficiaries of the reform programme.

The National Institute of Statistics (NIS) is responsible for national statistical systems which are key to inform and
improve public financial management, notably the budgeting process and monitoring and evaluation of public
policies.

The National Audit Authority (NAA) is the supreme audit institution. Its audit activities are central to strengthening
Government accountability for management of public finance.

Civil society organisations (CSOs) including women organisations and minorities rights organisations have a key role
in carrying out concrete and visible actions towards enhancing budget and audit transparency, anti-corruption, and
fostering public participation and representing the citizens (rights-holders) voices in the dialogue on policy and
budget issues.

In order to support these activities, the European Union, Swedish International Development Cooperation Agency
(Sida) and the Department of Foreign Affairs and Trade (DFAT, Australia) decided in 2006 to coordinate their
funding efforts though a trust fund managed by the World Bank. The harmonised funding helped supporting the
overall reform until 2022. In 2015, EU support to the PFM reform began to be implemented under budget support
modality and a joint programme with Sida “Partnership for Accountability and Transparency” (Phase | 2016/2019
(ACA/2015/037-958) and Phase 11 (2020/2022) ACA/2018/ 040-874).

Complementary to EU support to the PFMRP, other DPs and institutions such as the International Monetary Fund
(IMF-Regional Technical Assistance Centre), the Asian Development Bank (ADB), and Japanese International
Cooperation Agency (JICA) are providing direct support to the Government:

- JICA provides support to public financial management reform since a number of years, but it recently focused on
the area of customs reform. Among the key ongoing activities, JICA is working on a strategic and internationally
recognized tool to measure the actual time required for the release and/or clearance of goods (Time Release study
2021), on a cross-border management study, on customs publication printing and also capacity building of General
Department of Customs and Excise of Cambodia (GDCE) officers.

- IMF finances two technical advisors to MEF in the fields of accounting, budget execution, macro-economic analysis
and custom revenues and procedures. IMF Fiscal Affairs Department (FAD) and Technical Assistance Office in
Thailand (TAOLAM) provides technical assistance (TA) missions to monitor and advise on progress of the FMIS
Phase Il roll-out and define the scope of the IMF’s support related to this initiative. Since August 2021 the IMF has
also started to provide TA on Gender Responsive Budgeting to the Ministry of Economy and Finance (MEF). The
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IMF also engaged in the preparation of a Public Investment Management Assessment (PIMA) in 2018/9 and offered
to support a repeat of the exercise, including the climate change module.

- ADB is working with Cambodia to improve public services with a focus on the poor and vulnerable groups. The
project is strengthening oversight of public expenditures with a focus on public debt management, program budgeting,
financial management, and internal audits. ADB has an ongoing policy-based concessional loan on strengthening
Public Financial Management Programme of USD 30 million which is expected to end in 2022, subject to the approval
of a new PFS law. ADB is planning a second phase of the same project, still in the form of a policy-based highly
concessional loan, and increasing the amount to USD 40 million.

- UNICEF: Support to Public Finance Management Reform in the area of strengthening programme-based and
performance-informed budgeting capacities of key social ministries and sub-national administrations. The focus is
on development and dissemination of relevant tools, such as budget formulation and execution manuals, and on
quality improvement of evidence-based annual budget proposals. Specific focus is on improving budget transparency
and accountability in collaboration with MEF, and improving citizens’ access to line ministry and sub-national
administrations' budgets. In addition, the Programme Improving Synergies between Social Protection and Public
Finance Management (SP-PFM, multi-country) supports Cambodia, to build sustainable social protection financing
strategies. The Programme is funded by the EU (2018 / 041-579), as part of the ILO Flagship Programme on Social
Protection, and jointly implemented by the ILO, UNICEF and the Global Coalition for Social Protection Floors
(GCSPF).

2.3. Additional Areas of Assessment

2.3.1. Public Policy

The Public Finance Management Reform Programme (PFMRP) was launched in 2005. It consists of four successive
stages implemented under four sequenced platforms:

- Platform 1 (budget credibility) is about developing a credible budget and delivering predictable resources. It
includes establishing the Single Treasury Account, strengthening revenue collection and developing fiscal
space, improving revenue forecasting and macro-fiscal modelling to ensure fiscal sustainability, establishing
cash management procedures, implementing procurement reform, and finally putting in place a debt
management strategy with modern management tools.

- Platform 2 (financial accountability) aims at providing financial information in a timely manner mainly through
Financial Management Information System (FMIS) implementation and improving internal control to hold
managers accountable. It includes implementing a modern chart of accounts based on IPSAS standards,
developing new budget classification, a transaction coding structure and accounting rules, implementing a
FMIS, clarifying line of responsibilities through a clear budget entity structure linked to a
responsibility/expenditure assignment, and developing a reporting structure, including financial statements that
comply with international standards.

- Platform 3 (budget-policy linkage) focuses on improving linkage between economic planning and economic
policy priorities as reflected in the Rectangular Strategy and National Sustainable Development Plan (NSDP)
and budget planning. It includes developing a hierarchy of medium term programming tools and implementing
programme budgeting with some elements of fiscal decentralisation. It also foresees integration of the recurrent
and capital budgets.

- Platform 4 (performance-based management) intends to deliver broad accountability through better-designed
PFM processes and performance-based management.

The specificity of the platform strategy is that it combines the logical interdependence between reforms with a clear
prioritisation of tasks based on a diagnostic of the PFM system vulnerability. Platforms can run parallel to one another,
but remain relatively independent, provided that basic functions are already implemented.

The PFMRP, which sets the main direction for reform, is complemented by a series of key reform strategies with detailed
action plans to operationalize the reform across the different PFM areas up until 2025. Together, the PFMRP and these
strategies form the public policy package for the reform of PFM in Cambodia to 2025. First of them is the overarching
Budget System Reform Strategy 2018-2025 (BSRS): whereas the PFMRP sets the broad targets for reforming the
overall PFM system, the BSRS defines a set of realistic and achievable objectives for the development of the budget
system of Cambodia and describes the overall strategy, policies and actions that will be required to achieve these goals.
The BSRS takes a broader view of the meaning of the Budget System as a core PFM reform agenda centred around the
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long-term goal of achieving performance budgeting. The strategy provides guidance and direction to most other budget
system reform strategies, which include: the Revenue Mobilization Strategy (RMS 2019-2023), Sub-National Budget
System Reform Strategy (SNBRSR 2019-2025), Public Procurement System Reform Strategy (PPSRS 2019-2025),
Public Investment Management Strategy (PIMS 2019-2025), Public Debt Management Strategy (PDMS 2019-2023),
Strategic Capacity Development Plan (SCDP 2021-2025) and the FMIS Phase 11l (2021-2025) and FMIS Change
Management Strategy which calls for business process streamlining in MEF and line ministries.

In order to ensure appropriate coordination, the platform approach is implemented in stages. Each stage has its own
PFMRP document (currently the PFMRP Stage 3), which is accompanied by a corresponding Consolidated Action Plan
(CAP) used for PFMRP implementation monitoring. CAPs effectively consolidate the main PFMRP indicators based
on the BSRS and all other PFM areas strategies and their detailed action plans which include annual indicators and
targets. CAPs are further disaggregated into annual MEF general-directorates action plans (GDAPs) and line ministries’
ministerial action plans (MAPs). This establishes a direct line of accountability for the implementation of PFMRP at all
levels of administration. CAPs are periodically updated to adjust to developments in implementation of the PFMRP and
complementary sub-sector strategies. For instance, the CAP3 (2019-2020) was extended by another two years at the end
of 2020 into the current CAP3+2 (2021-2022) mainly due to delays in finalising the new organic budget law (the Public
Finance System Law) and to additional delays caused by the pandemic. The CAP3+2 builds on the findings of the 2020
PEFA update and comprehensive CAP3 Review conducted in 2020. The start of the PFMRP Phase 4 (and related CAP4)
is expected to take place in 2023 and the current CAP 3+2 will keep being relevant until the CAP4 is adopted.

Although the pace of reforms has been slower than originally planned, the Government has achieved considerable
progress in consolidating public finances, in establishing budget credibility and in mobilizing resources for strengthening
the transaction platform. These tools include programme budgeting, medium term fiscal and budget frameworks
(Medium Term Financial and Budget Frameworks, Budget Strategic Plans), public investment management (e.g., the
requirement for environmental and social impact assessments), public procurement, comprehensive budget classification
and regular spending reviews. The MEF has launched in 2021 a series of consultations and training on Gender
Responsive Budgeting, which demonstrate growing interest in this new tool. Line ministries still have to further develop
their programme budgets and strengthen monitoring systems to track gender disaggregated indicators and mainstream
gender in planning and budgeting. The implementation of the Budget Reform Strategy 2018-2025 and adoption of
Sustainable Development Goals will pave the way towards the introduction of gender based budgeting.

A complex but efficient management structure has been put in place to manage the PFMRP, consisting mainly of the
PFMRP Steering Committee, chaired by the MEF Minister and gathering all Directors General and Secretaries General
in charge of finance in the line ministries meeting on quarterly basis, and the PFM Technical Working Group (TWG),
co-chaired by the MEF Minister and a lead donor coordinator (currently European Union and ADB). A PFMRP Steering
Committee General Secretariat (GSC) serves as the secretariat for the PFM Steering Committee and supports MEF
general departments and working groups for technical and administrative matters, and acts as a liaison with other line
ministries and agencies and development partners. This institutional structure is complemented by PFM Reform
Working Groups established in all ministries.

The PFMREP first two stages have been financed through a mix of domestic and external resources. The Government
has mobilised necessary domestic resources to cover the recurrent costs of implementing the PFMRP (mainly
management and training costs). Development partners have financed the investment costs, both through the PFM
Modernisation Project of the PFM Multi-Donor Trust Fund (TF) managed by the World Bank, and through bilateral
arrangements. The main investment items have been the FMIS Phases 1 and 2 (approximately USD 28 million) and
capacity building activities (international technical advisors, training programmes and study tours) provided by the
Multi-Donor Trust Fund (to which the EU is the main contributor) as well as by ADB, USAID and JICA. The PFMRP
Stage 3 had originally been costed by MEF at USD 40.2 million, including USD 17.7 million for FMIS (whereas the
FMIS budget soared to USD 28 million).

Ensuring environment sustainability and readiness for climate change is part of Cambodia’s Rectangular Stra