ROYAL GOVERNMENT OF CAMBODIA
STEERING COMMITTEE OF PUBLIC FINANCIAL
MANAGEMENT REFORM

SUBNATIONAL PUBLIC EXPENDITURE AND
FINANCIAL ACCOUNTABILITY (PEFA)
PERFORMANCE ASSESSMENT REPORT

FOR PHNOM PENH CAPITAL ADMINISTRATION

Based on SNG PEFA Methodology

Prepared by
General Secretariat of Steering Committee of Public Financial Management Reform




The assessment of PFM systems for Phnom Penh Capital
Administration (PPCA) is based on the updated SNG PEFA
methodology and this is the first evaluation in Cambodia to evaluate
the subnational PFM system.

Ministry of Economy and Finance, St.92, Sangkat Wat
Phnom, Khan Daun Penh, Cambodia

(+855) 85 777 920

www.pfm.gov.kh

@lcfo




SubnationaPEFA Performance Assessment RefooriPhnom Penh Capital Administration

W

1341

Royal Government of Cambodia

SNG Phnom Penh Capital Administration

Public Expenditure and Financial Accountability (PEFA) Performance
Assessment Report

The PEFA&ecretariat confirms that this report meets the PEFA quality assurance
NBIjdZANBYSyia YR ABCKSNBOEYRGIFI NRSR (KS

PEFA Secretariat,
July 15, 2022



SubnationaPEFA Performance Assessment RefaosiPhnom Penh Capital Administration

Preface

Overthe pasttwo decades of strong economic growth, Cambodia has attained the lovidalle-income

atdl Gddza Ay wnmp FyYyR gl & OFffSR abSg ¢A3IASNI 902y2Ye
on the average of 7% per annum has distributed the benefits to guwent officials and arm forces

through the increase of annual salary and to people through job creation and infrastructure development.

The RGChasdA aA 2y (2 RSGOSt 2 LniddeAyp@RWS & 1 (P dzah &irfciige SINA o n
statuss Ay Hnpn®

The Cambodian economy grew at around 7.1% in 2019 as driven by garment, construction, real estate,
retail, transportation and telecommunication. The inflation rate was approximately 1.8% and the
exchange ratavas around 4055 riels/USD. The growth caused GiP capita to grow to USD 1,700.
However, due tahe effects ofthe covid19 pandemic, withdrawal oft 9 @S NB (i K A \EBA adddzi ! N.
flood, the economic growth in 2020 wé&® 1%.The ariculture sector grew by 0.5%e industrial sector

dipped by 1.2%and the service sector dropped by 6.7%62021/ | Y6 2 RA | Qa NXFf D5t 3N
to reach 24%,in whichthe agriculture sector grew by 0.5%1e industrial sector dipped by 1.2%; and the

service sector dropped by 6.7%.

In this regard, a@ood pullic financial managemer(PFM)system is a critical foundation to suppdhe
successful and sustainable implementation of the Royal Government of Cambodia (RGC) policy agenda.
The Public Financial Management Reform Program (PFkE&P3uccessfully achieveas planned by
developingand improvingsystems, legal framework, mechanism, and human resources since R@95
successful PFMeform, in particular at subnationaladministrations (SNé), can help pave the way for
moving forward decentralization and decwentrdization (D&D) reforms for managinghe public
resources and providing efficiency of service delivery

This asessment of PFM systems of the Phnom Penh Capital Administration (PPCA)asedhon the
updated SNGPEFAnethodology and this is the first in Cambodia to evalu#tte subnational PFM system
The assessment, produced by the RGC witbrnational Monetary FundIIF) technical support, was
conducted over a period @ight months (June 2018uly 2020)n the first phase and resume this exercise
for completion (JulNovember 2021) with updated data and information from 2018 to 20&fably, te
RGGhas had experience in conductinigrée previous PEFA assessments at the national level. The first
nationd PEFAperformance assessment was conducted in 2010 to suppie formulation of the
Consolidated Action Plagtage 2 (CAP2) of the PFMRP. The seoatidnal PEFA assessment was
completed in 2015 (initiated in 2014nd the thirdnational PEFA assessmeint 2021to supportthe
formulation of the CAP& and CAPdf the PFMRP.

Thedecision to specifically target PPCA reflects two key consideraiiaciading (1Phnom Penh is the

largest capital city in Cambodia and the center of econanit businessctivity, and (2)ThePPCA also
accounts for a major share of subnational fiscal activity, in terms of both revenue and expenditures
Therefore, the results of this assessmemave important implications for the formulation and
implementationof subnational PFM reform initiatives particular providing information and inputs to

the legal and regulatory reforms with regard to the subnational PFM andar PFMRPThe assessment

aimsto assist the government to understarmahd identify alkeyelements of the PFM system as a whole

i.e. both national and subnational systems asiéagnosedin order to determine the strengths and
weaknesseandreviewthe linkagebetweenthe national and subnational PFM system

b2iGloféxr (GKAaAa SaaSyidalt SESNDOA&AS KIFIa 06S8SSy O2yRd
Government evaluation team prepa¢he performancereport, while the internationakexpert reviews

the quality and povide feedback to improveompliance withPEFAnethodologyé¢ ¢ KA a | LILINE |
ensure ownership by the MEF atwdprovide the best opportunity to further enhantke capacity of MEF

officials and other relevant entities. However, this assessment faceeralechallengesince Working

Group forSubnational PEH&r PPCAAssessment has spespmetime to fully understand a new PEFA
methodologyandextended assessmenimeframebecause othe Covid19 pandemic.

On behalf ofSteering Committee of Public Firaal Management Reforpnthe General Secretariat of
Steering Committee of Public Financial Management Ref68€ would like thank all team members,
including representatives ahe PPCANational Committee for Subnational Democratic Development
Secretarat, Committee forNational Public Administration ReforrBecretariat entities withinthe MEF
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(including General Department of Taxati@DT), General Department of National TreasBBNT) and
Phnom Penh Capital Treast?PCT), General Department BlidgetGIB, General Department of
TaxationGDT General Department of Subnational Administration FinaB&SNAF, General Department
of Public ProcuremenGDPP, General Department of Internal A@EIRIA, General Department of State
Property and Nontax Revaa (GDSPNR), General Department of P@&iDy), Phnom Penh Capital
Department of Economy and FinanrB®CDERelevant line ministrignstitutions (including National
Audit AuthorityNAA), Ministry of Education Youth and SpEEYS, Ministry of HealWoH and
Ministry of InteriorGeneral Administrationand development partners (International Monetary Fund
IMF, European UnicRU, World BankVB, Asian Development BaAlOB and United Nations Child&@n
FundUNICEF) and theEFASecretariat for support andnvolvement with this exercissince planning
stage This effortof assessingignificantly contributeso design reform action plan based on the results
to align and make coherence between the national and subnational PFM system.
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Phnom Penh Capital Administratiomain facts

Phnom Penh Capital Administration

Detail information

Tier of SNA PPCA (L Tier), Khan (2 Tier) andsangkat (&
Tier)

Population 2,129,371 persons

Main characteristics Capital city, economic artalisiness center

Economy Financial hub, business activity, garment indus

tourism and real estate

Service provided by the PPCA

Public transportation (Public city bus), One
Window Service Unit, One Window Service Off
(at Khan level), and Wasteanagement.
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Assessment management and qualiégsurance

Thissubnational PEFperformanceassessmentdr PPCA is conducted under the direction of 8teering

Committeeof Public Financial Management Refo(RFMRSC) with coordination andmplementation

by the General Secretariaif Public Financial Management Reform Steering Commi(@8C) and
technical support from the IMF.

The PFMRSCissueda decisionno.080 MEF dated 02 September 2019 on establisaigprking Group
for PEFA Performance AssessmiamtPPCAThis working grougonsiss of members from MEF (GSC,
GDNTGDB, GDP, GDT, GDSNAF, GDPP, GDSPNR, and@D\fH, MoEYS, NANCDDMCS and
PRCAwith the followingroles and responsibilitiess follows
1 assess PERp&rformanceof PPCA and subnitiis performancereport to the PFMReform Steering
Committee for approval
1 prepare a PFM reform action plan for PPCA based on findings fronPEi&performance
assessmendf PPCAeport;
T use findings from the assessment as irgfot the preparation of CAPdf PFMRRo modernize the
SNA budget system

To ensure tfs subnational PEFferformanceassessmenteport for PPCQ duality, an essential peer
review process is provided through consultations and document review by a range of development
partners, including the EU, WB, ADB and UNICEF, in addition to circulationthengds- stakeholders

and the PPCA for review.
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B Working Group forSubnationalPEFAAssessmentor PPCA
1 Oversight team
- General Secretariat of Public Financial Management Reform Steering Committee
- Secretariat of National Committee for Swtional Democratic Development
- Secretariat of Public Administration Reform
- Phnom Penh Capital Administration
- General Department of Taxation
- General Department of National Treasury and Capital Phnom Penh Treasury
- General Department of Budget
- General Departrant of Subnational Administration Finance
- General Department of Public Procurement
- General Department of Internal Audit
- General Department of State Property and Nontax Revenue
- General Department of Policy
- Phnom Penh Capital Department of Economy Rim&nce
- Relevant line ministries/institutions, including: National Audit Authority, Ministry of Education, Youth and §
Ministry of Health, and Ministry of Interigeeneral Administration
I Assessment team
- Management and officials @eneral Secretariaif Public Financial Management Reform Steering Committee
international experts
Review of Concept Note dBubnationalPEFAPerformanceAssessmentor PPCA
1 Draft of concept note was prepared by GSC, with assistanceifitermational experts
1 Reviewers includedPEFA Working Grougpresentative of IMF, EU, WB, ADB, UNICE and PEFA SectBar
October 2019
- Working Grougor PEF/ASNA for PPCA Assessmiatuding PPCA (Comment)
- Mr. Suhas Joshi, Regional Treasury Advisor, Bangkok, Thailand (comment)
- Mr. CASTILLO ALVAREZ Javier, Attache, Aid Effectiveness, Budget Support and Public Finance Managen
(comment)
- Mr. Sokbunthoeun So, Senior Public Sector $fisiGovernance Global Practice (comment)
- Mr. Chamroen Ouch, Senior Programs Officer (Governance), Cambodia Resident Mission, Asian Developn
(no comment)
- Mr. Kimsong Chea, Social Policy Specialist, United Nations C8&ilBterd (no comment)
- PEF/Secretariat¢ommen)
1 Final concept note approved by oversight teamO&September 2019
Review of theSubnationalPEFAPerformanceAssessmenReportfor PPCA
9 Draftreport based on SNG PEFA 2016 Methodotogulatedon 22 dvember 2019
- WorkingGroupfor PEFASNA for PPCA Assessment including PPCA (comment)
- Mr. Suhas Joshi, Regional Treasury Advisor, Bangkok, THatamehent)
- Mr. CASTILLO ALVAREZ Javier, Attache, Aid Effectiveness, Budget Support and Public Finance M
(comment)
- Mr. Sokbunthoeun So, Senior Public Sector Specialist, Governance Global Rractivent)
- Mr. Chamroen Ouch, Senior Programs Officer (Governance), Cambodia Resident Mission, Asian Developnm|
(comment)
- Mr. Kimsong Chea, Social Policy Spistj United Nations Children's Fund (comment)
1 First draft PEFA performanassessment reporfior PPCAwith the updated SNG PEFA 2020 Methodologypleted
on 2 December 2021
- Working Grougor PEFASNA for PPCA Assessment including PPCA (comment)
- Mr. Suhas Joshi, Regional Treasury Advisor, Bangkok, Thétamdnent)
- Mr. CASTILLO ALVAREZ Javier, Attache, Aid Effectiveness, Budget Support and Public Finance M
(comment)
- Mr. Davide BertonEU Cooperation Programme Mana@emment)
- Mr. Sokbunthoeun So, Senior Public Sector Specialist, Governance Global Practice (comment)
- Mr. Chamroen Ouch, Senior Programs Officer (Governance), Cambodia Resident Mission, Asian Developn
(comment)
-Mr.YAYa2y3 [/ KSES {20A1f t2tAa0e {LISOAFtAAGE ! yAilSH
- PEFA Secretariat (comment)
1 The updatediraft of PEFA SNi&r PPCA with inputs from all peegviewers was sent to PEFA Secretariat on 27 A
2022.
1 Finaldraft of Subnatioral PEFAPerformance Assessment Repéot PPCAompleted and sent to PEFA Secretar
with the follow up matrix @ 20 Jun&022.
1 PEFA check received b8 July2022.
Final report endorsed by the PFMIRIN 06 September2022.
Publication othe reportin SeptemberfOctober2022.
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List ofabbreviationsand acronyms

ADB Asian Development Bank

BSP Budgetstrategic plan

CA Controlling authority

CAP Consolidated action plan

CoA Chart of accounts

C/P Capital and Province

CIs Commune and Sangkat

D/M District and Municipality

EU European Union

FMIS Financial management information system

FY Fiscal year

GFS Government financial statistics

GDB General Department of Budget

GDIA General Department of Internal Audit

GDICDM General Department of International Cooperation and Debt Management
GDNT General Department of National Treasury

GDPP General Department of Public Procurement

GDP General Department of Policy

GDP Gross Domestic Product

GSC General Secretariat of Public Financial Management Reform Steering Committeg
GDSNAF General Department of Subnational Administration Finance
GDSPNR General Department of State Property and Nontax Revenue
GDT General Department of Taxation

IGFR Intergovernmental fiscal relations

IPSAS International public sector accounting standards

I-SAF Implementationplan for thesocialaccountabilityframework
KPI Key performance indicator

MA Managing authority

MEF Ministry of Economy and Finance

MOEYS Ministry of Education, Youth and Sport

MoH Ministry of Health

Mol Ministry of Interior

MTBF Mediumterm budget framework

MTFF Mediumterm fiscal framework

OWSO One Window Service Office

OowSsu One Window Service Unit

NAA National Audit Authority

NBC National Bank of Cambodia

NCDDS National Committee for Subnational Democratic Development Secrétaria
NRSNDD Nationalprogram on subnational democratic development
NPAR National Public Administration Reform

PAE Publicadministration ofestablishment

PE Publicenterprise

PEFA Publicexpenditure andinancialaccountability

PFM Public financial management

PFMRP Public financial management reform program

PFMRSC Public Financial Management Reform Steering Committee
Pl PEFA Indicator

PIM Public investment management

PPCA Phnom Penh Capital Administration

PPCC Phnom Penh Capital Council
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PPCG Phnom PenlCapital Governor

PPCDEF Phnom Penh Capital Department of Economy and Finance
PPCT Phnom Penh Capital Treasury

RGC Royal Government of Cambodia

SNA Subnational administrations

SNIF Subnational investment fund

SARMIS State property inventorynanagement information system
TSA Treasury single account

UA Utilizing authority

UNICEF 'YAGSR blidAz2zya [/ KAf RNByQa CdzyR
WB World Bank

Currency and indicative exchange rate2(20: 4,080 KHRper USD(indicated in Macroeconomiand

Fiscal Policiframework2022)
FiscalYear 01 JanuanB81 December
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Methodology

This is the first PEFA assessmenbe carried out in Cambodia at thaibnational level The PPCAvas
selected taking into consideration the following criteria:

9 Population size, and high income;

1 Budgeted annual spending of PPCA accounts for about 50%eofotal (consolidated)C/P
administration spending. Therefor¢he PPCA fiscal management hasubstantial impact on
consolidated subnational finances;

1 Economic activities showa high level of growth in investment in the commercald financial
industries, tourismand real estate sectorft is notical that the absence of prudent economic and
public financial managementill have a significant impact ogood governanceand living
standards.

The assessment is based on tBgbnational Government (85 PEFA MethodologyThe RGC team
provides supporting documentation and analyses in preparafmmthe first mission. As the main
institution driving PFMthe MEF provides most documentation on budgets, fiscal reports, medasm
development plans, financial reports, legal documentation relating to PFM, and any other relevant
information necessary for th assessmenithe PPCAassharel, reviewed and providel valuableinputs

to improvethe quality of this report.

Coverage of assessmenthe assessment covers the PRG# 1), its executive, spending units and
council the services supplied under its authority, as well as PFM activities involving interactiotievith
MEF, Ministry of Interior, NAA and othexlevantline ministriedinstitutions. Thereis no extrabudgetary

units or public corporations undeie direct supervision of PPCBased on suolecree no.30 ANKr.BK on
Administrative and Financial Regime and Organizing and Conducting of Authority of C/P, article 1 states
that direct service delivery for business of capital and province under status as an auithoeiyested

by the Governor of C/P administration through endorsement from Minister of Interior and permission
from Minister of Economy and Finance. Article 2 indicates that when the authority does not have
autonomous, its revenue and expenditure is reseot as C/P budgetlhe anual budget plan of the City

Bus Authority is prepared by the its Governor and endorsed by Governor of PPCA. The Governor of PPCA
shall submit this annual budget plan of City Bus Authority together with PPCA annual budget plan to
Minister of Economy and Finance for approval and copy to Ministry of Inteflus. assessmenis
excluded PAEs and PEs since treyunderthe control ofthe central level.This assessment uses data

for the period 2018020 based ormperformance indicators requiredvhile also referring to processes
and/or data for 2021, as required loyly specific performance indicators.

Table0.1: The coverage of timeframe

Period covered for the analysi Fiscal years in reference

[Fald GKNBS @SIFENBRQ FAYLlLY 2018, 2019 and 2020

Last budget submitted to the council/legislative body 2021

Last annual financial report submitted for audit 2020

Last three completed fiscal years 2018, 2019 an@020

Last completed fiscal year 2020

At time of assessment Between January and July 2021
Cutoff date (PFM reform progress) July 2021

Sources of informationinformation used to assess each performanadicator is shown in anne2A and
afull list of persms met is provided iannex2B.

As advisedrom the PFMRSG this exercise was conductdsy using theownershipapproacRY & ¢ K S
Government evaluation team prepares the report, while the internatianaderts review the qualityof
report and provide feedback to improwhis PEFA performandéB LI2 NIi Ay f Ay S Ta G K t ¢

LG A& FOFAfTFOES 2y t9cCc! { SONBGF NX I { Qsubnatiénalgovein@eritpefali (i LA YK K 6 6 &
assessments
2This approach is also used for national PEFA assessment to ensure ownership and #mehzaqzcity of the RGC officials.
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PEFA assessment team works with IMF suppds by Mr. Suhas JoshiRegional Treasury Advisor (and

Mr. Phil Sinnett,PEFA Experthaving extensive experience in PEFA assessimintsach stage of
assessment journeyncluding planning, fieldwork, and pgftldwork,

Since theCambodiaPFM system isstill centralized, some PEFA indicatdmmensions cannot be

Sgt fdz2 G§SRZ

6KAOK KI @8

revenue collection, etc. as indicated in Tablga

0 B By q fist Indlaiide Anffaal Sudit fudadion Ltddz( G A Y

Table0.2: PEFA Phnom Penh Capital Administration can be assessed

Pillars

SNG pillar:
Intergovernmental fiscal
relations

Cannot
assess
HLG1-HLG2 OnlyHLG2.2

Assessable

Justification
(not assessable)
OnlyHLG2.2 belongs to central
government.

Pillar I Budget reliability 3 Pls (RL, P} OonlyPk2.1 The PPCA implements the program
2 and PR) ' budget in 2021.
Pillar II: Transparency of | 5 Pls (from PI 0 No
public finances 4 to Pi9bis)
Pillar Ill:Management of 2 Pls PF10.1and | {PF10: PPCAloes not control or have
assets and liabilities PHL3 any share in the public corporation.
1 PF13: Central government control
on debt andSNAs ar@ot allowed to
borrow.
Pillar IV: Policybased fiscal| 3 Pls (P14, 2 PIs (P15 | {PH15 and P16 are not usedNU)
strategy and budgeting 17 and 18) and 16)
Pillar V: Predictability and | 6 Pls (RRO, 1 PI(RL9) | TPHL9: Tax revenues under control
control in budget execution| 21, 22, 23, 24 by central government
and 25)
Pillar VI: Accounting and 2 PIs (P27, P26, P} TPI26: SNAs do not have audit
reporting 28 and 29) 27.1,Pi27.2 | functions
and Pi27.3 | 927.1, Pf27.2 and RR7.3 are
function of centralgovernment.
Pillar VII: External scrutiny| 2 Pls (P80 All 1 P30: According to article 40 (New)
and audit and 31) of the Lawon Audit of the Kingdom

of Cambodiaonly the National
Assembly has the mandate to decic
to establish a special commission t
review the activities and operations
of the NAA. Therefordhe
information provided below is not
for assessing and scoring the audit
function. ThisPF30isNUbecuse
the function exists

P31 Itis notapplicable (NAgince
PE30 is NU.

TheWorking Grougcompleted a drafreport in 2019 however,there isstill a need andnore efforts to
improve the content to becompliant with upgradingSNG PEF#&ethodology This assessment ised
2018,2019 and 2020 data for assessmeaitit isveryuseful for currentPFMreform and D&D reformTo
finalize thesubnationalPEFAperformanceassessmentor PPCAthe GSClosely work with the IMFfor
extendngcontract of the PEFA expddur months The Working Grougor SubnationaPEFAssessment
for PPCAinalizesthisreportin July2022.

Table0.3: PEFAerformance assessment report for PP@Aplementation schedule
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Tasks

Preparatory work

Deliverable

Date(s)

T

Invite all stakeholders to discuss the
subnationalPEFA performance
assessment report for PPCA process
Collect alfelevant
documentginformation/data

Request IMF to provide technical
support

Preliminary training on broad concept
of PEFA for PPCA

CreateWorking Grougor Subnational
PEFA Assessment for PPCA
Prepare concept note to align with
PEFA Secretariat

Update data and information to align
the updatedSNG PEFA methodology

(2020)

Team confirmation

Data request issued to
responsible units
TA support confirmation

Workshop and training
delivery

Decision on PEFA Workirn
Group is approved
Concept note is prepared

Updated data and
information

June 2019

JuneSeptember 2019
July 2019
August 2019
August 2019
September 2019

July 2021

Field work

T
1

Preparequestionnaires to collect
relevant data and information
Visit relevant entities under MEF

Visit PPCA and interview relevant
officials
Visit relevant line ministries

Visit Phnom Penh Chamber of
Commerce

Meeting with PPCA via video
conference

Questionnairedelivery

All necessary data
obtained
All necessary data
obtained
All necessary data
obtained
All necessary data
obtained
Allnecessary data
obtained

30 September 2019
2-4 October 2019
7 October 2019
21 November 2019
26 November 2019

22 July 2020

Reporting stage

1

T

Develop draftSubnationaPEFAor
PPCAeport

Review of comments and further
drafting of the report

Conduct consultation workshop

Update theSubnationaPEFA
performance assessmengport to be
compliant with theSNG PEFA
methodology

Send PEFA performance assessment
report to Working Grougor
SubnationaPEFAAssessmenfor PPCA
Peer reviewers and PEFA Secretariat
Workshop consultation on the update
PEFA performance assessment repor
for PP@

Draft report

Comments recorded and
considered, draft revised
Comments recorded and
considered, draft revised
Updated draft report

First draft PEFA report

Updated the first draft
PEFA report

28 November 2019
29 November and 03
December 2019
05 December 2019

25 November 2021

02 December 2021

28 March 2022
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Tasks Deliverable Date(s)

1 Submit the finaSubnationaPEFA PEFA Check is received 15 July 2022
performance assessment report for
PPCA to PEFA Secretariat

1 Submit the finabubnationalPEFA SubnationalPEFAeport is 06 September 2022
performance assessment repdadr endorsed
PPCA to PFMBC

1 Publicationand dissemination Public can acceske SeptembefOctober2022

workshop orfinal subnationalPEFA subnationalPEFAeport
performance assessment repddr
PPCA

Notably, asubstantial number of PPCA officialsd relevant LMs/institutions (NAA, MBWol, NCDD,
MoEYS, and MoHbarticipated in the assessment readily praaddmost of the documentation used for

the assessment, as well as their views and insights on all the subjects covered and comments on the draft
report. Furthermore, there wereeverameetings of thaNorkingGroup for SubnationalPEFAssessment

for PPCAhat conduced andorganizedthe PEFA capacity building workshop on 18 September 2019 and
the consultative workshap for the draft subnational PEFA performance assessmeagport on 5
December 2019with SNG PEFA methodolog®16) and updated PEFA performance (with upda&éis

PEFA methodologyn28 March 2022.
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Executive ummary

The PEFAameworkis a tool for asseasgl O 2 dpghilididaRcial managemeriPFM)system which
can also be used for subnatioradministration This report highligrgquantitative ratings fosevenPEFA
WPillargas follows:

SNGillar: Intergovernmental fiscal relations

Pillar | Budget reliability

Pillar 1I: Transparency of pubfinances

Pillar 111: Management of assets and liabilities

Pillar 1V: Policypasedfiscalstrategy and budgeting

Pillar V: Predictability and control in budget execution

Pillar VI: Accounting and reporting

Pillar VII: Externacrutiny and audit

= =4 -4 -4 -8 _a_9a_29

The assessment examingPEFAndicators(PIsand101performance dimensionsvith threeadditional
indicators to examine transfers froncentral governmentcalled thelntergovernmental fiscal relations
and public consultationThe assessment alpoovidesa concise integrated performanceport analyzing
the results across all indicators to summarize th@mplicationsfor performance againsthree core
budgetaryoutcomes namelyfiscal discipling efficient resource allocatioand efficient servie delivery

Rationale and prpose

The timing for this PEFA assessment for subnational PFM targeting the PPCA also comes at a critical
juncture for the PFM reform agenda at both the national and subnationaldeMelre specifically, at the
national level, the platforrbased PFMRP is currently in its final year of the designated horizon for
Platform 3by extending fotwo years with work already underway on formulating ti@AP4 expected to

cover the period 202-2027. Findings from this subnational PEFA assessmegairt for PPCA, together

with the national PEFperformance are important contributiors to the formulation of CAP4 objectives
across a range of PFM compondenel objectives, including those pertainibhg budget preparation,

budget execution budget control,and financialperformancereport, as well as for the CAP4 objective
specifically targeting subnational financial management and fiscal decentralizissoes.

As noted above, thisubnational PEFperformanceassessmentor PPCAocuses on PFM performance,
systems and processes of the PPCA. The decision to specifically target PPCA reflects two key
considerationsFirstly, Phnom Penh is not only the capital and the largest city in terms of popylatio

it also has a uniquely dominant status in terms of economic, business activities and public finance
management. Finally, Phnom Penh as the singular focus for this subnational Rigffdrmance
assessmenfor PPCAallows forthe capture of a large pnmortion of total subnational public financial
activity, including both revenue and expenditure.

Thisreport presents significantfindingsof the first assessment of PFM systemsin the PPCAapplying the
SNG PEFA methodolodye results of the assessmenill be used asaninput for the preparation of the
PFMRRCAP4or Platform 4 covering the perio2023-2027. More generallythis exercise assisthe RGC
to understandmore clearlykey elements of the overatFM system.

Theresults of this assessment cannot tagpliedfor other provincial administrationsincethe Phnom
Penhhasa unique status within the scope &NAsimplying some limitations on the direct comparability
of findings for provincighdministrationsHowever, it becomes a baseline the next assessment as well
asimproving thePFM system.

Coverage of assessmenthe assessment covers the PPCA, its executive, spending units and council, the
services supplied under its authority, a®ll as PFM activities involving interaction witie central
government.There are no extrdoudgetary units or publienterprises under direct supervision of PPCA.
Theassessmentises data for the 3year period(2018, 2019 and 2020 for many indiators, while also
referring toprocesses and/or data f&@021, asrequired byspecificperformance indicators.

3The objectives for fiscal decentralization are (i) clear assignment of functions to SNAs matched by transfer of humamciaid fina
resources, (ii) delegation of powers SNAs to raise local revenues and to set revenue policies and rates, and (iii) 8biAtsol of
over their civil service.
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Main strengths and weaknesses

The mainfindings of the assessment are focused on whether the PPCAasappropriated systemsin place

to supportachievingthethreemain fiscaloutcomes, namelyaggregate fiscaldisapline, strategic allocation

of resourcesandefficiency in the use of resources for service delivery or not.

The assessment results show thabf the 3 A Y RA O 12 NB &4 02 NB  ReidinkaBebl 6 ! €
consideredabove the basic alignment with good practi6&;indicatorsd O2 N&E #&NJ a/ bé G KI
basic alignment with the international PFM standaraisd 8A Y RA O i1 2 N& & O2 Nigest a 5 ¢
weak performance3 indicatorsare WAQ -13f AL19, and PB1) and3 indicatorsk NB (R+-b5, PRL6G,
andPF30) as indicated undatiagram 01.

{ dzY Yl NB & 02 NBten2 T

.
z

Diagram0.1Y tt/ ! Qa tCa

HLG-1. Transfers from higher level of government
PI-29. Annual financial reports HLG-2. Transfers from a higher level of government

PI-28. In-year budget reports PI-1. Aggregate expenditure outturn

PI-27. Financial data integrity

PI-26. Internal audit

PI-25. Internal controls on non-salary expenditure

PI-24. Procurement

PI-2. Expenditure composition outturn

PI-3. Revenue outturn

PI-4. Budget classification

PI-5. Budget documentation

PI-6. Subnational government aperations ou

PI-23. Payroll controls

tside

PI-22. Expenditure arrears PI-7. Transfers to subnational governments

PI-21. Predictability of in-year resource allocation PI-8. Performance information for service delivery

PI-20. Accounting for revenues PI-9. Public access to fiscal information

PI-18. Legislative scrutiny of budgets PI-9bis. Public consultation

PI-17. Budget preparation process PI-10. Fiscal risk reporting

PI-14. Macroeconomic and fiscal forecasting PI-11. Public investment management
Pl-12. Public asset management

# Strengths

Thet t / ! Q& t Owahichdsatil intherearly stage of developmentertainly need more time to
improve. The PPCA depends on its own soumenue and tax revenue sharing; ordinary annual budget
preparation is submitted to MEF on time to consolidate to Council of Ministers and Parliament, and most
of the key elements of PFM system are existed. The sound PFM system is required strengthening
institutions, regulatory frameworks, and capacity development.

® \Weaknesses

¢tKS ¢gSI1ySaasSa 27T faund/suche§l) limided codrdinatibrsiof buddedreparation,
(2) limited check and balance mechanism betwesecutive brancland councilsince he PPCacls
technical support to review and scrutinize the meditenm budgetexpenditure, annual budget plan and
execution as well as audit report, (3) limited transparedog to lack of publishinthe budget document

to publicand public partipdion in the budget cycle(4) lackof usingcompetitive public procurement
method. This competitive method is to ensube value of money, economy and accountabilify) lack

of monitoring and evaluation performance mechanism and internal arrangerteeahsure that public
service delivery plan is set by program and-putigram, (6) lack of financial skills to provide technical
support to match with the speed of reform, (7) limited BSP and PB quality due to ndiy dldemtify
outputs, outcomes, andatgets in the program/suiprogram, and (8) lack of predictable budget
execution. These weaknesses indicate the deficiency of system to be effective management of policy and

‘Pl A& NIGSR W5fFQ0®
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program, budget management and internal control ensures that policies, regulatis,laws are
complied with during the process of budget execution.

l RRNB&aaiAy3d GKS tt/ ! Qa tcCa &aeadsSy 3IFL) Aa G2 &dzLl.
performancebudgeing, by 2025. Theperformance budgeting system can only be successfevefy
spending agency can explicitly define the outcomes which services (outputs) aim to.deliver

Impact of budgetary and fiscal outcomes
Aggregatefiscaldiscipline

Overall, fiscal discipline is stilimatter of concerrfor both spending and revenue collectiaince itis not

realistic and implemented as passddansfers fronahigher level of government (Hb&~ NI 6§ SR W5 b
fiscal rule and monitoring of fiscal position (HLG NI S W/ bQUd ¢ KS eSwebdSyY RA
performance (RMX NI} G SRH W5 ¢ FR wibQOUT SELISYRAGdINSE | NNBI
proper definition for arrears aligned to the international standartégk of an effective expenditure
monitoring process (Al H = WBIQB&IRck Wfmonitoringonlower SNA{PIM n X BQ G SR W

Revenue outturn (P = NDQOSABW I Aya | o0A3 RSOAFGAZ2Y (GKF(G yS¢
One of the fundamental issues with revenue from stateperty is the limitation of state property
registration and inventory managemedtie toalack of information technology systesm

The PPCA prepares and monitors its budget based only on econorsificdtien. The budget documents

include economic classificatiofPH4, rated \PQ and quality of performance and structure of program

needs to improvanorebecauset t / ! Q{ . {t LINBLI NI GA2Yy Aa y20 STTFS
including aligning PPCgpecializedline departmenf) 8SP Nor does thePPCRQ 8SP clearly define
expected outcomes and outpu®ty = NJ 4§ SR W5QU0

Thepublic investment managemerPIM) is still in earlystage(Pv M X NJ aindSasset Han&yément
needs further improveent (Pkv H = N3QihSeral dbnhtrol on norsalary expenditure is partially
effective but the effectiveness of expenditure controls and compliance \pdlgment rules and
procedures can still be improved®lp = NI} 6§ SR W/ Q0 @

Strategicallocation of resources

The weaknesses still persist with the lack of comprehensiveness of the budget documentation, and its
classification (RD NJ & S R-nWN® { EyRECKI4S €liable and timely information provided on the
transfers to PPCAhans andsangkats, which prepare their own budgets-(PE ~ NJ- .Tr&rRRpariérici v

the publicis limited due to lack of publication of fis@alormation Pkp~ NJ G SR W5Q0 I y R L
inthebudgetcycle (Pbo A 4> NJ G§SR W5bQ0 @

Timing for BSP preparation is very important for PPCA to have enough time to consolidate and make it
alignwthNSDP, 8 S NJ 58S @St 2 LIYSy G t | y3> Additibnally,yhRquélity gBSP RS LJI
including progranstructuresand KPIs for outputs and outcomissveak due tanot beingclearly defined

and provided good qualitior measuring performancgP-14x N} 6§ SR W5 Q0 ¢

ThePPCeviewsmainly ondetails of revenue and expenditure included in the budget propdsaitacks
discussiorpoliciesand mediumterm budgetexpenditure(Pimy * NI G S Ro M5 bNT FS/R Whl! Q

Efficiency in use ofresourcesfor service delivery

The medium level of predictability in funds availabléite PPCA during budget execution-gR12, rated

W, Q0 I ySRPHU®RH XY KNIYG SR W/ Q0 &dzZlJLl2 NI STFFAOASY O aSNIDA
evaluation systems for service deliverwhdo be developedfor the PPCAPF8.4> NI G SR W5 Q0 |
with basic performance of public asset managementiRIrated €+Q Th® PPCGautinizes medium

term budget expenditure (P16.3= NJ (G SR Wshalibnge§did ta the¥exiré@ly short period

allowed in practice for thisprocess andtechnical support to ensure the check and balance mechanism in

place.
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The value of all contracts awarded through competitive methods in the last completed financial year
accounted forl0% of the total value of all contracts, meaning a large majority of procurement is
conducted using nogompetitive methods about®6(P24,Nl § SR W5bQ0®d / 2YO0OAY SR ¢
arrearscontrol (Pl HYX NFQISRA & dzy f A1 St évalud for mBrey driat®nald 2 2 R
expenditure.

PR

Deficiencies in the internal control systems-@Pb ®n X NIH{(pSPR W3 G TSHR GW/ ZQ NI WEIRE R LY
PlHc Y BROGSRSHALIAGS GAYSEE | yR 2 NROSNINI (NSRS AYSHH 4Q 00 &l yiF
public transparency (RbEX NJ G SR W5 Q0 i Zhe tis of publli&r@sodtces. STFAOASy O
Overall, thesubnationalPEFAerformanceassessmentor PPCAonfirms that there is a need turther
strengthenthe PFM reforms in the PPCA in order to establish a solid foundation for imgi®kFMsystem

as well as supporting D&D refojourney.

Table0.1: Overview of the scores of the PEFA indicators

Scoring Dimension ratings Overall

PFM performance indicator method i i i iv. Rating

SNG Pillar: Intergovernmental fiscal relations

HLG1 Transfers from higher level gbvernment M2° D D D C D
HLG2 Fiscal rules and monitoring of fisqadsition M18 A NA C C+
Pillar I: Budget reliability
PI1  Aggregate expenditure outturn D D
P2 Expenditure composition outturn M1 NA D B D+
PI3  Revenue outturn M2 D D D
Pillar 1I: Transparency of public finances
P4 Budget classification D D
PI5  Budget documentation D D
PL6  Subnational operations outside financial reports M2 A A NA A
PL7  Transfers to subnational governments M2 C C C
PE8  Performance information for service delivery M2 D D D D D
PI9  Public access to fiscal information D D
PI9bis Public consultation M2 D C D D+
Pillar 111: Management of assets and liabilities
PF10 Fiscal risk reporting M2 NA D NA D
P11 Public investment management M2 D D C C D+
PF12 Public asset management M2 C C B C+
PF13 Debt management M2 NA NA NA NA
Pillar 1V: Policybased fiscal strategy and budgeting
PF14  Mediumterm budget strategy M2 C D D D D
PF15 Fiscaktrategy M2 NU NU NU NU
P16 Mediumterm perspective in expenditure budgeting M2 NU NU NU NU NU
PF17 Budget preparation process M2 A D D C
PI18 Legislative scrutiny of budgets M1 C D A A D+
PF19 Tax administration M2 NA NA NA NA NA
P20  Accounting for revenue M1 A A NA A
P21  Predictability of inyear resource allocation M2 A B D A B

5WI @S NI 3 Ay Hs@sYa tabla pravited by the PEFA Secretariat to determine the overall score, based on the individual
dimensions.

6wz S} 1 Sal f Asyisedfor maltidimensgignal indicators where poor performance on one dimension is likely to
undermine the impact bgood performance on other dimensions of the same indicator.
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PFM performance indicator :123:?3 i D|meiirTS|oni:?t|ngsiv. (F)z:irril;l
P22  Expenditure arrears M1 D* D* D*
P23  Payroll controls M1 B B B D D+
P24  Procurement M2 A D D D D+
P25 Internal controls on norsalary expenditure M2 C C C C
P26 Internal audit M1 D NA NA NA D
P27  Financial data integrity M2 NA NA NA B B
P28 In-year budget reports M1 C A C C+
PF29  Annual financial reports M1 C D D D+
PL30 External audit M1 NU NU NU NU NU
P31 Legislative scrutiny of audit reports M2 NA NA NA NA NA
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1.PFMand fiscal decentralization context

Cambodia is a Southeast Asian nation bordering Thailand, drab¥ietnam and covers a total area of
181,035 krd, with a total population of 15,288,489 (General Population Census of Cambodia, 2019). It
comprises 25 prauces (including the capital)82nunicipalities, 14&hans, 162districts, 24 sangkas, 1,4®%
communes, and 1443villages.

As the capital and the largest city of Cambodia, Phnom Penbestar of government administration and
political decisioamaking, commercial activitjganking andinance cultural heritage and diplomacyThe
PPCA provides sughublic services related to waste management, public transportatioty bus) OWSU

and OWSQCDdivery education servicess more deconcentratedand healthserviceis transferred to SNAs in
2020 that PFM execution is hybsggistem

Diagram1.1: Map of Cambodia

Thailand

A

Viet Nam N
Population per
Gulfof province
Thailand ‘

| 41,798 - 204,027
| | 204028 - 411.759

L

B 411.760 - 775206
B 775207 - 1.195547

B 05548 - 2120 371

Source: National Institute of Statistics, Ministry of Planning

Tablel.1: Demographics and administratiom Phnom Penh

V(CE : No. of . Family .

Ki? Population Women Households Density size Khan Sangkat Village

679 2120371 1,039,192 1090179 399,203 3,19 53 14 105 953
persons/Km

SourceNational Institute of Statisticdlinistry of Planninggeneral population census @ambodia 2019)
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1.1 Financial overview

Cambodi® discal decentralization are including functionaltransfers, revenue transfers, and inter
governmental transfers but not the local borrowing as it belongthtocentral governmentTablel.2 sets

out core funding sources for each of the three tiers of SNAs, which can include the following: (i) taxes for
which revenues aressigned tathe capital city and province§ (ii) nontax revenues; (iii) formulaased
unconditional transfers; (iv) unodlitional transfers; (v) conditional transfers (including SNIF); (vi) conditional
and unconditional transfers from Phnom Penh (capital) and provinces to districts, municipalities and khans
(vii) conditional andunconditionaltransfers fromD/M to C/S and (viii) others, including development
partner funds.

Tablel.2: Subnationaladministration core fundingsources

Districts/

Pl e ieiees Municipalities’Khans

GCommunes/Sangkats

I Taxrevenues assigned to capit; 1 Revenues from share@/P 1 Revenues from shared/Ptaxes
city and province$ taxeg?® 1 JdSFRnd?®

1 Nontax revenues  Nontax revenues  Conditional andinconditional

1 Conditional transfers from 1 D/M Fund! transfersfrom D/M/K
central governmerit i Conditional transfers from administrations

1 Others, including project centrallevel(including SNf® 1 Others including project
funding from DPs 1 Conditional and unconditional funding from DPs

transfers
from province and Phnom
Penh (which directly funds its
khans)

9 Others including project
funding from DPs

The size of shared tax revenues differs from province to province dependitigearevenue collection
potential of each location. Almoshree-fourths of all provincial tax revenues are collected in the PPCA. As
compared to tax revenues, nontax revenue collection has not been as effective.

"It is also called C/P taxes, which can also involve revenue sharing arrangements involving the lower tiers of SNAs¢htroWwith
over tax rates and bases being fully retained by centrakgament).

8 Tax and nontax revenue allocation: The information of these revenue allocations only transfer to C/P administrationscie. advan
The information of these allocations is the preliminary budget attached with the circular that the MEF shariedhetfirst week
of June. In this regard, the duration to prepare this budget plan is at least six weeks before submitting it to the MEAUgys1L
for the latest).

9 Conditional grants: SNAs are to receive spepifipose grants to cover the costsfafictions assigned or delegated to them, or for
special projects. Until 2019 however, functional transfers have only occurred for very limited public services such agesphan
and waste management. A Joint Prakas of Mol, MoH and MEF was approved ebr2arf 2020 to fix the modalities of the
conditional grants to provincial administrations for the health sector. In addition, aD&abee of December 2019 endorsed the
GNIFyatTsSNI 2F it [AYyS aAyArAadNRSaQ RAAGNROG 2FFAO0Sa adl ¥+

10 Tax and nosax revenuesharing arrangements between national and SNAs. MEF is gradually introducing rehaning
arrangements through a series of Prakas, one of which was approved in 2017 sharing the product of eight taxes from farovinces
D/M and C/S, effective ag Budget 2018. 4% of the revenue pool is shared between D/M, and 1% between C/S. In what represents
a remarkable increase of funds available to SNAs, this latter percentage will be raised to 4% as of 2020, and grad&abi§oup to
by 2023. The allocatiomzong them is based on a formula (50% equal share, 50% based on population). Funds can only be used
for investment projects.

1 The D/M Fund was established in 2017. It provides unconditional grants to districts and municipalities through a forndube base
population size, poverty index, and number of C/S. Grants can be used for both recurrent and capital expendituraecieBub
of April 2018 increases gradually the national budget allocation to the D/M Fund from 1.0% of domestic revenues in Z%8 to 1.
in 2023.

12 SNIF: All SNAs are not required to prepare and submit this budget plan to the MEF. The fund will transfer to the sgibtged eli
districts after the budget law is approved. Therefore, there is no information provided in advance of paymiet BMiF transfers
represent less than 1% of total transfers from CG to SNAs. Currently, the SNIF is implemented only in D/M administrations.

B The C/S Fund was established in 2002. It provides unconditional grants to C/S through a formula lpagedation size, poverty
index, and a number of villages. The C/S Fund will receive 3.1% of national current revenues in 2020, and this shdualyill gra
increase to 3.4% by 2023. In addition, a C/S Investment Fund was established in 2019, witkesesnuicg from the State Budget
(1% of national revenue) and 4% of the provincial tax and nontax revenue.

G2
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There areeighttypes of taxes that have been shared with SNAs as indicated below (column on right):

Taxes retained by central level Taxes shared with SNAs
Income tax Patent tax
Minimum tax Public lighting tax
Withholding tax Accommodation tax
Salary tax Tax on means of transportation
Value added Tax Tax on unused land
Excise tax Stamp registration tax
Stamp tax Property tax

Tax on property rental (implemented in 2017)

Taxes shared with C/P administrations are all collected through the MEF GDT. None of the levels of SNA have
powers to raise new taxes or to change the nature or rates of existing taxes. Furtherm8ig¢Adiave only

limited powers to impose or reform na&x revenue policies and rates.

The nontax revenue play potentially important role in strengthening the fiscal capacity of SNAs. SNAs can
spend on their own operational and/or capital needs in the year they are collected (with surpluses able to be
carried forward to the next fiscal year).

Financial arrangenmds forthe PPCAliffer from those of the provinces, primarilyt / te¥due collections

for taxessharedto i KS / kt GASNJ SEOSSR AdG&a SadAayYl GSRkl ANBSR
thet t /! R2Sa y203 NBOSADS rangfer ayitbeghtRak goverdryehtThesabBidess O f 3
from the central government pass through the PPCA budget for fundisgrafkats within PPCA.

¢FofS mMdo LINBaASyda F3IINBILGS AyF2NNIGA2Y 2y GKS O
source of revenue for the capited shared taxation revenues (7980 average fothe last three years from
2018to 2020as well asontax revenes account for a very small share of total revenue (2h%verage).

Tax revenue increased B%%in 2018 and 35.54% in 2019 compared to budget law2020,however,tax
revenue decreased and achieved only 79.76% compared to budget law in which tayertyrental, public
lighting tax and stamp tax achieved 83.06%, 76.45% and 68.4% respeétdaitjonally, nortax revenue
increased sharply to contribute the share of total revenue. For expenditure sigding the Covid19
pandemic in 2020, the budgetxecution is only 67.11% of budget law sincev#s cut for saving and
reallocating to prioritize sectors lifie CG

Table 1.3: ThePPCAR @venue andexpenditure 2018-2020 (KHR nillion)

2018 2019 2020
Type ofExpenditure

Budget law Outturn Budget law Outturn Budget law Outturn

Total revenue 719,788 1,266,714 1,097,640 1,854,726 1,664,061 1,679,798
Shared tax 674,341 1,091,318 1,045,697 1,417,360 1,596,641 1,273,510
Non-tax 45,447 175,395 51,943 437,366 67,420 406,288

Total expenditure 599,788 838,344 674,007 1,023,811 1,122,463 753,334
Current expenditure 443,915 602,475 457,897 782,787 766,295 481,084
Capital expenditure 155,873 235,869 216,110 241,024 356,168 272,250

Surplus/Deficit 120,000 428,370 423,633 830,915 541,598 926,464

SourcePPCT2021)

14 The MEF decided to reassign revenues from the taxes on movable and immovable property rent to subnational administration
budgets for the local devepment, according to Praka®.1431 MEF.Ridated 25 December 2017 on the release of the taxes on
movable and immovable property rent to subnational administrations.
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1.2 Institutional arrangement for decentralization

Cambodids considered centralizedPFMsystem.However, thePhnom Penltapital cityand provincesre

not entirely financially dependent on national level transfargl areoften constrained by detailed guidance,
processes and norms set the central government when it comes to budget implementation, especially in
the social sector (e.g. health and education)

The RGC has implemented D&D reform since the first election of C/S in the first mandate in February 2002.
Achievements and experiences of the reform at the C/S administrations have encouraged the RGC to adopt
a comprehensive D&D reform since the laun¢hhe Strategic Framework for D&D Reform in 208Bxt,

the Law on Administrative Management of Capital, Provinces, Municipalities, Districts and Khans and the Law
on Elections of Capital Council, Provincial Council, Municipal Council, District Couktibar@ouncilvere
promulgatedin May 2008. The first election under the organic lavesheld in May 2009 to establish new
councils in theC/P, and D/M/Kadministrationsof the entire nation.

Table 1.4: Mainregulatory frameworks ofD&Dreform in Cambodia

Descriptions Note

Law on Management and Election of Communes and Sangkat (2001)

Election of Communes and Sangkat (2002) first election
Strategic Framework on D&D Reform (2005)
Election ofCommunes and Sangkat (2007) second election

Law on the Election of Capital Council, Provincial Councils, Municipal Councils, Distri
Councils, and Khan Councils (2008)

Election of Capital Council, Provincial Councils, Municipal Councils, Districtl€@ntt first election
Khan Councils (2009)

National program of NCDD 202019

Election of Communes and Sangkat (2012) third election

Election of Capital Council, Provincial Councils, Municipal Councils, District Councils,| second election
Khan Council2014)
Election of Communes and Sangkat (2017) fourth election

Election of Capital Council, Provincial Councils, Municipal Councils, District Councils,| third election
Khan Councils (2018)
National program of NSDD 202030

SourceC/P administration managementanual(2020)

With the transfer of functions and resources to SNAs, LMs/institutions are responsible to develop policies,
regulations, and technical standards and pravidappropriate support to SNAs. LMs/institutiorsse
responsible for undertaking compliance inspections to ensure SNAs manage and implement the transferred
functions and manage resources in line with rules, regulations, procedures, and standards. In general,
compliance inspection aims to promote rolegsponsibilities, and autonomy of SNAs, to enhance good
governance, and to prevent the misuse of public resources.

The territory of the Kingdom of Cambodia is divided into capital, provinces, municipalities, districts, khans,
communes andsangkats. They are administered according to the conditions provided by Law on
Admiristrative Management of Caail, Provincial, Municipalities, District, and Khan (2068)

There are three levels &NAgsee Diagram.2). Level 1 comprises Z§Padminstrations. Level 1 and Level

2 jurisdictions of SNAs are controlled by the national Iéwelugh an appointedgovernor and &oard of
I2OSNY2NB F2N) SIOK Syltradeo [ SOSt H 2dzZNAARAOGAZY A
by C/Scouncil members) with a fivgear mandate. Th&/P governos, in charge of administration, are

15 Amendment to this law dated 24 January 2019
16 Article 145146 ofConstitution
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represented the government and national line ministries at subnational levelccordance with the
provision of Law on Admistrative Management of Capital, Riace, Municipal, District and Kh&2008).

Diagram1.2: Subnational administrations

Level 1

Level2

Level3

Note: :l is for Rural administration
© is for Urban or Towadministration

Source: Ministry of InteriofOctober 202}

Coundors of C/R D/M/K of administrations shall be elected by indirect, free and fair election by means of
secret ballotingGovernors ofC/P, D/M/K of administrationsare appointed by Royal Decregib-decree, and
Prakas accordingly. The heads of @€hnical @partments olLMs are appointed by respective LM ministers
by the request of governorsdHeads of administrative entities belowC/Pdepartments of LMs are appointed

by governors.

The PPC comprises 27 members,and khan councils have 270 members, asahgkatcouncils hage 899
members, which are elected evefyryear.Aboard of governors will be appointed by the central government

The board of governors is chaired by the governor and has several deputy governors. Governors of the capital
and provinces are appointed by royal decree. Deputy governors of the capital and provinces and governors
of municipalities, districts, and khansaappointed by suaecree, while the deputy governors are appointed

by Prakas of theMol.

The PPCAiIncludes three main committees namely Technical Coordination Committee, Procurement
Committee and Women and Children Coilh NA Q / 2 ThePR@AS cBripised ofl1 divisiors, including
Administration; Planning andvestment; Finance; City Management; Human Resource Management; Inter
sectoral; Legal Affairs and Human Rights; Waste Management; Procurermdriic Relation and
International cooperationand One Window Servicgnit. They all report to theGovernor of PPCA(as
indicated in Annex 3)Iin addition, there are 24ine departmentsand the total staffing for PPCA is 14,948
(based on August 2019 datahe technical facilitation commét coordinates national and local efforts
through plans, the mediurrerm expenditure framework, and the annual budget.

The C/S is a body representing citizens in its C/S and have missions to serve the general inter€3% Af its
C/SCouncil is electetly the citizens in its C/S in accordance with the procedures prescribed in the law on
the Elections of C/S Councils (Royal Kram no. NS/RKM/0301/05 dated 19 March 2001; and Law on C/S
Administrative Management)The C/SCouncils have an official-fear mandte of operation since 2002

under the Law on Administrative Management @/S(2001) in line with the Law on the Election ©fS
Councils. The councils have two main roles: (1) to serve local affairs for the interest of communes and their
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