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1. The Overall Lines for EU Response

1.1. Strategic Objectives of the EU's Relationshiwith Cambodia

Cambodia has achieved outstanding socio-economic qgress from 2004-14 not only because of its
impressive economic growth ratd was the 11 fastest growing economy 2004214but it has also been one of
the best performing Millennium Development Goal (Pachievers in the world. Cambodia ranked as the 4
best performing MDG achiever in 2011 (up froni"IBace in 2010) and was th&"dest performing among all
the LDCs (up from % place in 2010). It has already achieved or ewepassed six of the MDGs ahead of time.
Despite this, Cambodia’s Human Development IndeRIjHvas still ranked very low in 2014, both regitipa
and globally, however, the rate of HDI improvement has beerreggziented, with the country rankedia the
Asia Pacific region in 2010, as making the mostgpess in improving social indicators over the decad
Cambodia’s growth was pro-poor, with not only arphdecline in poverty incidence (from 52% in 200420%

in 2011), but also reduced inequality as the comdiom of the poor increased proportionately faghan that of
the non-poor and rich- unlike the widespread regional pattern of grawirequality.

However, the majority of those lifted out of povery remain highly vulnerable. With most just above the
poverty line, the slightest loss in income of dlditas USD 0.30 a day would bring around 3 millminthe
vulnerable Cambodians back into poverty and woubdibie the country’s poverty rate to around 40%.
Therefore, much remains to be done to consolidegegains already made and to make further progoessds
achieving, sustainable and resilient socio-econagroevth and poverty alleviation. While the biggesnhtributor
to poverty reduction, so far, has been agricultseaitor activities and higher crop prices (chiefliated to rice),
there is a widespread recognition by all the dgualent partners (DP) as well as by the Royal Goventrof
Cambodia that medium to long-term progress in secimomic growth and poverty alleviation will reci
across-the-board and deeper structural reforms. Witli still be related not only to the agricultusgctor reforms,
but also to human capital development and to gamatmgpance reforms, as an underlying preconditiorafty
sustained, and sustainable, development.

The Rectangular Strategy Phase Il (RS l1ll) is thecountry’s overarching “Socio-economic Policy Agenda
for the period 2013-2018which comprehensively addresses the issue ofisadtalevelopment, analysing the
country’s current national and regional developneamitext and key challenges and opportunities lweamng its
ambition of becoming an upper-middle income couillyy2030 and a high-income country by 2050. “Grqwth
Employment, Equity and Efficiency”, the four RS'dlIStrategic Objectives include: 1. Ensuring anraye
annual economic growth of 7% which is sustainaivlelusive, equitable and resilient to shocks; 2eder job
creation, in particular for the youth; 3. Achieviagnore than 1 percentage point reduction in pgvadidence
annually, including the realisation of other MDGgets, and placing higher priority on the developmef
human resources and sustainable management amd ngtiral resources; 4. Further strengtheningtutginal
capacity and governance, at both national and stibsal levels, and ensuring the efficiency of pubkrvices to
better serve people.

The EU will support Cambodia to achieve these ambitions, sharing commtyategic objectives of further
poverty reduction, equitable growth and sustainablalevelopment in its economic, social and environméa
dimensions enhancing good governance, democracy atie rule of law. In choosing the actions under the EU
bilateral cooperation programme, the aim is to $othe EU’s interventions on a restricted numbeseaxtors
so as to increase their impathe three EU focal sectorsor development cooperatiorselected for the period
2014-2020, areAgriculture/Natural Resource Management, EducationBkills and Good Governance.They

! At almost 10% GDP growth annually until the 20g®bal economic crisis slowdown, and an estimat8@67in 2013.

2 World Development Indicators, World Bank, 2013.

® Cambodia ranked 1%8n the UNDP 2012 Report on HDI.

* Report on Human Development Index 2000-2010, UNDP

® While the average consumption increased by 37tBsincreases were higher among the poor tharhéorith — with an increase of
56.5% for the poorest 20% of the population, amgase of 51.6% for the subsequent quintile, 45%Hetthird quintile, 38.4% for the
fourth quintile and a 26.8% increase for the ritt2896 of the population. The Gini Index decreageddily from 2007 to 2011, from

] 0.374 to 0.282 Where Have All the Poor Gone? Cambodia Poverty $ss8ent 2013 World Bank).
ibid.



are aligned with the priorities of the RS lll, teby closely supporting the Government’s own refagenda.
Good Governance is at the “Core” of the RS Ill d&Rdomotion of the Agricultural sector” and “Capacit
Building and Human Resources Development” are tivihe four key priority areas of the Strategy. TR IlI
and its four sectors will be further operationadigerough theNational Strategic Development Plan (NSDP)
2014-2018 expected to be adopted in 2014 and to contaietailed results framework, with indicators and a
timeframe for implementation, consistent with otsector policies

The European Development Partners (DPworking in Cambodia have engaged in doint Programming
process and adopted a joirEuropean Development Cooperation Strategy for Camiatia 2014-2018n April
2014 This coordinated approach is in line with EU intranal commitments to aid effectiveness, as agneed
Paris (2005), Accra (2008), Busan (2011) and Mex&f14) and as enshrined in the EU’s Developmelityo
“Agenda for Change” (2011). As well as more effitieand transparent delivery of development aid, anc
increased national government ownership, joint @ogning will also increase the visibility of EU aritlJ
Member States’ development programmes in Cambodiartls the Government, civil society, the privaetar,
the wider donor community and other stakeholdelrsy Wave all been consulted in the preparation efJibint
EU Strategy. The Royal Government of Cambodia hagly supported the process at the highest levels
improve transparency and predictability, and Euappalignment behind its national development agelides
encouraged other donors and partners to entesimitar joint exercises. The joint programming pss thus has
the potential to significantly increase the voiaed golitical weight of the EU as a development adto
Cambodia.

The European Joint Strategy is provisionally fundedwith an allocation of broadly EUR 1.4 billion for the
2014-2018 period.lt is fully aligned with the RS Il and will supporll areas of the government’s strategy
covering national development reforms. Each Eunogeatner will focus on three priority sectors mtieirvention.
The Joint Strategy will replace, on a voluntaryi®asome of the European partner’s bilateral deuakent
cooperation strategies for Cambodia, including Etes Country Strategy Paper (CSP), thus serving aka
basis and guideline for the EU Multi-Annual Indicative Programme (MIP) 2014-2020.

The Joint Strategy reiterates tlwere European valuesincluding human rights, democracy, rule of law,
fundamental freedoms, gender equality, social gastilabour rights, corporate-social responsibiléapd
environmental sustainability as the underlying fdations of all European development cooperatioivities in
Cambodia, and around the worlthe EU and its Member States ardoy far the largest granters of Official
Development Assistance (ODA) to Cambodjawith atraditional comparative advantage of knowledge and
experience in the sectors which are not typicdlg/thallmark of some “newer” donors — in particutatheareas

of good governance including human rights, core ladur rights, human capital development and
environmental sustainability. The Joint European Strategy 2014-2018 and the ElWllianoual indicative
programme (MIP) 2014-2020 offer a solid platform deliver developmental impacts and results in area
important for Cambodia’s future socio-economic gitovand prosperity, with the principle objective fafther
poverty alleviation.

There is also a positive and favourable politicabnmentum in 2014 to reinforce the EU's dialogue anc
cooperation with the country. Politically, Cambodiacurrently at a crossroads, following the JUl 2 national
elections. It is therefore even more important thatEU's political and policy dialogue with Cam@odemains
strong and committed.

1.2. Choice of Sectors

All three selected MIP focal sectors have beenexreith EU partners in the context of the jointgmaimming
division of labour and have the advantage of baoddupon the alreadyell-established EU cooperation
activities, experience and lessons learnettom the previous CSP and MIPs 2007-2013. They

" Once the NSDP 2014-2018 is finalised the Sectimniention Framework (Annex 1) of the present Mtiight need to be adjusted to
better reflect and align behind the Government's o@sults framework which will be included in th&RD.

8 EU/EC, the European Union Member States activ€ambodia (the Czech Republic, Germany, Finlandnd&alreland, Spain,
Sweden and the United Kingdom) and Switzerland

° A mid-term review of the MIP is foreseen to takage in 2017.



complementary to, as well as enhanced by, the catpe plans of other European partners over thaimng
period. Moreover, the EU Delegation aready the lead/facilitator, among development partners, for aid
coordination structures for dialogue with the Cadibn Government in the area of Fisheries and Fyresid is
the co-lead with the World Bank on Public Finand¥#dnagement (PFM) reforms. Within the EU donor grou
alone, the EU Delegation is the lead also in tieaswof Education and Agricultdfeand very active in supporting
the coordination on Sub-National Democratic Develept (SNDD).

The choice of sectors also fulbprresponds to EU development priorities globallyas outlined in thégenda

for Change, with its two axes ofi) Human rights, democracy and other elements abdggovernance
(democracy, human rights and the rule of law, mubkctor management, corruption, civil society &l

authorities and natural resources managementjiamtlusive and sustainable growth for human depeent
(education, jobs, stronger business environmentegidonal integration, and sustainable agriculture)

The threefocal sectors are also closely inter-relatedvith the good governance sector reforms, whicugoon
increasing accountability and transparency in goaece, underpinning and preconditioning the sucaedgace
of reforms in the other two sectors, in particulareducation. Within all EU programmes there wid blose
cooperation with the Royal Government, civil sogjehe private sector and other development pastiteensure
effective links between all reforms, and to enhaaiceeffectiveness and transparency, and accouityahithe

use of public resources.

Gender equality and empowerment of womenas development actors, will be mainstreamed ithedle chosen
focal sector programmes as an important driveroeegy reduction and sustainable developminatrition as a
cross-cutting issue will also be given attention education and agriculture/natural resource managem
programmes.The environment will also be considered as a cross-cutting issitlinvinterventions in all focal
sectors, with the establishment of the necessavira@mmental safeguards for all cooperation actgtundertaken.
When preparing Annual Action Programmes, all progrees and projects that might have an environmente
impact will undergo a specific environmental asses® to analyse such impact and propose mitigatiol
measures. In these cases, a Strategic Environm&sgaksment (SEA) or an Environmental Impact Assess
(EIA) will be carried out.

Finally, Information and Communication Technolog{@ST) are also cross-cutting and their applicaiare
proven drivers for creating more inclusive and anstble growth, innovation and entrepreneurship mports
effective development and capacity building witthe chosen RS lII's strategic objectives.

1.2.1. Agriculture/Natural Resource Management

Securing the sustainable management of Cambodaigal resources is challenging due to a combinabio
complex and interlinked factors, including incre@sipressures from rapid population growth, expansb
industrial agriculture as well as developmentsransport and energy without appropriate spatial land use
planning and risk mitigation measures. Combined whortcomings in legal clarity, law enforcememid dand
rights, these pressures have led to an unsustaieabloitation of natural resources, inequitabledbé sharing,
and conflicts over access and use rights. Heneaepbthe most pressing issues in Cambodia todagwsto use,
manage, distribute and preserve its natural ressur@ sustainable wapr the benefit of all.

As highlighted by the new Cambodia Rectangulart&gsaPhase llI, the agricultural sector (includiogestry
and fisheries) €ontinues to play an important role in supportirgpeomic growth, ensuring equity, securing food
security, and promoting development of the rurareeny. Cambodia remains a predominantly agrarian sgpciet
with approximately two-thirds of its population exggd in agriculture and over one-half of them ddpenupon
the land for their daily subsistence.

Cambodia depends highly on an extensive low-vagredture system that is climate change sensitiive to
lack of innovation, undeveloped processing seaadslack of market competitiveness. While the Gorent of
Cambodia has made substantial efforts in develogirmduction and value-chains for rice and selectec

10 Within the TWG structures, UNESCO is the TWG caichwith the Government on Education and FAO andSALD on TWG
Agriculture.



commercial crops (sugarcane, rubber, cassava stengally for exports, others such as other crbplkeries,
livestock and forestry products remain without afpstantial level of support, but still represergignificant
share of the agricultural sector's economy (aroRB#h, 15% and 9% respectively). These less-suppatibe
sectors are crucial for rural poverty alleviatiémod security and nutrition, and the sustainableagament of
natural resources. They therefore deserve a srofagus to enhance productivity, diversificationdathe
development of the value-chal@ambodia has also made commitments on legal tipd@etuction and trade and
is currently considering the negotiation of a Vdamy Partnership Agreement (VPA) on Forest Law
Enforcement, Governance and Trade (FLEGT) withBble which would contribute to this programme ohijext
on agriculture and natural resources management.

Inefficient value chains, weaknesses in the legdl @gulatory framework and its enforcement hangtdéid the
development and competitiveness of the sector.a@fqular importance for the development of expettors is
the slow progress in the development of standandkiding Sanitary and Phyto-Sanitary, and weakegment.
Although financial markets have grown significantiyrecent years, access to finance for businessgaged in
the agricultural sector remains difficult. Thissh&sulted in limited opportunities for small andal businesses,
including farmers, to be integrated into the supgigin of medium and large companies with acces®mhoestic
and export markets. Equally important, is that ¢hekstortions discourage investment to expand iegist
operations, and to develop support industries.

The choice of agriculture as a focal sector unties MIP responds to the priorities of the draft @achian
National Strategic Development Plan (NSDP) and nisline with priorities underlined in the European
Commission's “Agenda for Change”. It will advanag @xisting cooperation with the Ministry of Agriture,
Forestry and Fisheries and will build on and coidsdé our past and current bilateral and thematgmammes
in the sector. These include ongoing support toMastry of Commerce for trade policy developmemtd
implementation, support to the development of Sraal Medium Sized Enterprises (SMES) in the agnical
sector, as well as the thematic climate changestor and environmental projects aimed at improvirvglocal
sustainable management of forestry and other daegaurces. All of these have highlighted the nieedhe EU

to have a more strategic and sector-wide engagemehe sector, with a focus on institutional sg#rening,
value-chain development (including private sectogagement), equitable growth and sustainable Hatur:
resources.

1.2.2. Education/Skills

The education sector has become a focus for reforiie last decade, with the Ministry of Educatiouth and
Sport (MoOEYS) embarking on the implementation cdemtor-wide approach in cooperation with develogmen
partners in early 2000, focusing on improving eajlé access (including abolition of school feesigliqy and
efficient management of the education system déwadlis.

ASEAN integration in 2015 and the objective of Catia to become an upper middle income country 8020
give a renewed impetus to the crucial investmertlad in the education sector. The education p&iayework
was updated in 2014 with the National Strategicddgyment Plan (NSDP), and the Education Stratelgic for
the period 2014-2018. Overall, the broader condéxeform is favourable in the education sectothwin-going
national reforms in the areas of Public Financiadnsigement, Public Administration and Sub-National
Democratic Development (deconcentration and deaksdtion) having strong impacts in education secto
performance. The key importance of foundation skaitquired during basic education is acknowledgethb
Government. Technical and Vocational training akilssdevelopment is becoming a key priority in Gaodia.
The mismatch between supply and demand of the faimauket needs to be addressed if the socio-ecanom
growth objectives, as set by the Government imtit@nal strategic documents are to be met.

Significant progress has been made in terms ofsacte schooling in the early yeHrsEarly Childhood
Education (ECE) is being expanded quickly (60% -gk&ar olds enrolled in 2013-14), and net enrolmatds in
primary have reached 98% in 2013-14 (including 3%ate), with gender parity. Repetition rates héaléen to
5% and primary completion is at 89% for 2013-14erEhare however several challenges remaining remard
access and equity. Enrolment at secondary andrgtével remain relatively low (Gross Enrolment&af 55%

' All data is sourced from the latest Governmena gatblished: Education Congress report, MOEYS, WMa6@14
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in lower secondary (including private 2%) and 2G%¢I( private 1%) in upper secondary in 2013-14hick

cause a significant barrier to accessing techmindl vocational training or higher education. Drapatuprimary
and secondary levels remains relatively high (11 21% respectively). Poverty is the main reasomtm-

attendance or drop-outs of school. The opporturiist to poor households to keep children in sciedligh,

especially in some of the provinces where workimg factory makes an attractive alternative, esigdor girls.

Migration for work is also a contributing factorv€-age pupils is also a major problem. Geographlisparities
are observed in terms of education outcomes, amgireetargeted interventions to increase equitgdness to
education.

Despite an increased allocation to education iM2Q6%) of the budget, reversing the declining drebserved
since 2007, there is still limited space for gyalitvestments. This has an impact on availabilitgyeachers in
remote areas, motivation of teachers, availabdityextbooks, on the high student teacher ratioshsufficient
funds for supervision. Other challenges are linkednore systemic or capacity issues, which are beiuag
addressed through reforms, including with the reedweviocus on PFM, increasing the attention on budge
allocations, on budget execution, on capacity gtieaning, particularly at provincial, district asdhool level.

The European Union has been supporting and actirape of the lead development partners in the segtoe
2003. The EU has supported education through teeotidudget support coupled with capacity develagme
activities in education planning, management anchitoong for improved education service delivergctor
performance and outcomes, and strengthening casaattnational and subnational levels. Educatias avfocal
sector in the EU Cambodia Country Strategy Pap@r-2013 when the support included attention to tgcand
access and a focus on reducing disparities in ¢éidncautcomes between districts and schools. t atidressed
sector budget allocations and execution, increasdgwol autonomy, improved financial management, an
improved planning. In the future work will focus guality, with attention given to teacher qualificas, the
analysis of the national assessments, and to elquatycess, with the expansion of the scholarsysfem. Budget
allocations to the sector need to be increasdekiimbitious reform is to achieve its targets.

The increased financing for education in 2014, tiegewith the ambitious Education Strategic Plad seform
agenda are major opportunities for the sector tvemd remaining challenges. The EU will contingdahg-term
support to the education sector and to the Ministoye specifically, to help it consolidate and ntaim the gains
made in primary enrolment, further reducing digjeesiand increasing equity, ensuring that childremplete
basic education, as well as supporting the effoftshe ministry to strengthen the quality and ralese of
education, as well as improved management and astnaitnon. In this framework the EU could also sogtp
statistical capacity building, which can help topmove the quality of official statistics in Cambadand hence
provide the EU with more accurate data to monite indicators of the MIP and also to increase ASEAN
integration.

It should be noted that, in addition to actionsef@en in this MIP, the Erasmus+ programme will aer
opportunities for Cambodia's Education StrateganRin higher education under the Asia regional MIP.

1.2.3. Governance and Administration

Improvements in governance is one of the most itaporfactors for inclusive and sustainable growth i
Cambodia, as poverty and social exclusion are imoaktly linked to weak governance. Poor governance
continues to be one of the most significant obstadb Cambodia’s efforts to reduce poverty, andefos
sustainable development and growth, while protgctiiman rights. This is recognised by the Goverriraed
Development Partners alike. Focussing on strengibethe responsiveness and accountability of thees
through good governance reforms is key to the sscoé all reforms in Cambodia. The 2013 generaltielss
resulted in an unexpected loss of parliamentarisdeathe ruling party. Although a protracted pio&l deadlock
followed for nearly one year there was an incre@seéhe Government's commitment to key reforms. The
Rectangular Strategy Ill has at its core a comprgire good governance reform programme. In accoedarith

EU policy, a rights based approach encompassinguatian rights, including labour rights, will be &pgd across

all priority areas, to assist partner countriesniplementing their international human rights oatigns and to
support the right holders, with a focus on poor &atherable groups, in claiming their rights. Enggran
enabling environment for civil society is also ass-cutting theme in EU governance support. Thesghport to
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the governance sector will build on the EU Delegat expertise and institutional legacy in suppairt
international criminal justice, decentralisatiolgations, and public financial management.

The EU support toPublic Financial Management Reform (PFMR)is closely interlinked with other key
national reforms — the public administration refolegal and judicial reform and SNDD — also undenpig
their success. An effective PFM Reform Programmaisse key for the continuing EU sector budget suppo
the field of educatiolf.With the EU's commitment to progressively increéise use of the Cambodia’s own
national systems, where greater budget predictahilill be critical for further expanding the usé @untry
systems, the support to Public Finance ManagemefdriR Programme is therefore fundamental and velph
the Cambodia more effectively and efficiently alite financial resources to priority areas, whikodkeading to
great transparency and accountability to the pajpma Such reforms are at the core of the Goveritimen
Rectangular Strategy Ill.

The EU has been supporting PFM reforms to improgeeBiment’s service delivery under the CSP 20073201
aimed at improving revenue mobilisation and fisgce, better alignment of expenditure with natipnarities,
better availability of financial information for niely decisions and proactive management and inaggas
accountability and transparency at all levels. Bl support in the area of PFM is with other pagriarough a
World Bank-managed trust fund. It is the resulpolicy dialogue with the Government and is fullygakd to the
Government's sector strategies. Significant pragress been made since the launch of Stage 1 akefoem
(2004-2008). However, the reform plan was overlyb@ious compared to internal capacities or funding
availability. Early gains were seen in ending tiggidity crises by promoting sound cash manageraadtfiscal
discipline. This has led to increased budget cilyiland predictability. Budget credibility has & instrumental
in restoring macroeconomic stability which in tunas greatly supported economic growth. Future ipiesr
include procurement and revenue policy and admatieth that will lead to stronger links between ged
planning and policies. This is a long-term prodesse completed by 2025.

There is a high level of political commitment tetreforms by the Government of Cambodia. The 204&ien
outcome and the subsequent change in MoEF leagéhnsive provided a new momentum to the reforms, thu
providing an enabling environment for the contimuabf our support.

EU support tdecentralisation (Sub-National Democratic Developme — SNDD) began in 2002. The EU has
been a major partner and has contributed consilyet@belping to establish democracy at the gradsrievel. In
June 2005, the Strategic Framework for Decentribzaand Deconcentration Reforms outlined a comgmslive
policy for sub-national democratic development, ahhwas translated into the Organic Law in 2008 Miay
2010, the National Program for Sub-National Demicr®evelopment (2010-2019) was approved with
implementation beginning in 2011. Indirectly elettsouncils at provincial and district levels wegnied in
May 2009 and by 2014 all necessary regulationsperaiionalise district and municipal funds haverbpat in
place. The reform policy is clear and comprehensivership is strong and the policy is generaliyported by
civil society. However, the vision for democratiefarm is not uniform throughout government and masi
systemic challenges remain. While the Sangkats ifuames) have introduced the concept of accountalaihd
increased the voice of citizens, further democasite through decentralisation at district and roipal level has
been delayed. In the difficult political contextipporting the reform efforts to increase accoutitghiemains a
challenge. However, the enabling environment fotil Gociety is present, including for Community Bds
Organisations (CBOs) and small associations asubenational level. This respect for the constitugi freedoms
remains a key asset in Cambodia’'s governance lapelsend provides an opportunity to increase derogcra
through citizens’ engagement.

EU support will continue to work on both strengtimgnthe "demand side of governance" by supportitigens'
voices, welfare, rights and participation in demismaking and the "supply side of governance" tppsuting the
state's capacity to respond to, manage and implethemeeded reforms. EU support to the implememtaif
the National Program for Democratic Developmenttle Sub-national Level 2010-2019 will include the
strengthening of elected councils, particularlystrict and municipal levels, and support an eingblegal and
policy environment to promote their autonomy an@ravide discretionary space.

12 The use of this aid modality will depend on Canihadeeting the required eligibility criteria.

10



The EU supports efforts to end impunity for wamws, crimes against humanity and genocide as pai$ o
external relations strategy globally. Support foe Extraordinary Chambers in the Courts of Cambodia
(ECCC) and efforts to improve the national criminal jastisystem in Cambodia reflect the EU's longstanding
commitment and added value in supporting humartgighd the rule of law. To date the EU has supgddtte
ECCC for an amount of EUR 7.3 million.

The support to the ECCC is important for the cortigiteof the proceedings of the three on-going caggsnst
those accused of being most responsible for timeesriand violations committed during the Khmer Rowggme.
The process will contribute to justice and the radication process in Cambodia.

The ECCC is also important as it can serve as aehfod the development and improvement of the legal
judicial system in Cambodia, particularly given'itg/brid" nature. The ECCC is in fact a Cambodianrt with
international participation and assistance, esthbti under domestic law. This special Court, whneronal
judges, prosecutors and law clerks are working-Bidside with international judicial and legal UNBS, is
designed to provide fair trials in conformity withternational standards and may apply both nati@mal
international law. The composition of the Court d@he application of both national and internatiolaa enable
the Cambodian staff, particularly judges, to acgjlkknow-how and expertise at the ECCC which can then
transferred to the national Courts.

Despite a politically charged environment, the EC@f@naged to proceed with judicial cases, upholding
international standards. Nevertheless, challengresin in mobilising sufficient support for the Counaking the
EU contribution highly valuable.

Given the weak electoral system in Cambodia andEtlis past involvement in local as well as natiaiattions,
possible support forelectoral reform would complement the decentralisation reform byueimg better electoral
standards for the next Commune Council (2017) atidbmal elections. The EU is recognised by stalddrslas a
credible and objective partner with a high degreeamnpetence. Provided that the political situatraf allow
for EU support in this aréd the latter would prove highly valuable.

2. Financial Overview

FOCAL SECTORS ~ MIP 2014-2020 %
1. Agriculture/Natural resource managementFisheries & Forestry) EUR 144 million 35%
2. Education/Skills EUR 140 million 34%

3. Governance and Administration (of which EUR 10 nilion for the ECCC
for the period 2014-2015)
Support measures EUR 6 million 2%

TOTAL EUR 410 million 100%

EUR 120 million 29%

3. EU Support per Sector

3.1. Agriculture/Natural Resource Management (EURL44 million)**

3.1.1The followingoverall and specificobjectiveswill be pursued:

The overall objective will be to contribute significantly to the achiement of Cambodia's NSDP strategic goals
for the agriculture sectbt while ensuring that the growth in this sectoadhieved in an equitable, inclusive and

13 The decision on possible financial support to telet reform will be taken following the observatiand evaluation of political
developments — notably depending on whether a foageement on electoral reform is reached betwkerGovernment and the
opposition.

14 Blending might be used as an implementation muydaiithin this sector
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environmentally responsible and sustainable waygratect natural resources, and for the benefthefentire
rural population of Cambodia.

The specific objective is to enhance the development, sustainable mareageand climate resilienceof
Agricultural planning and practices and Natural ®eses based systems to the benefit of all staker®land
economic actors.

3.1.2.The mainexpected resultsare:

1. Improved business enabling environment for the agaulture and NRM related sectors through the
improvement of existing national capacities, pekciand regulations which support the development c
sustainable agricultural and forestry use and comialesation, stimulate innovation and private sect

investment, and ensure protection of natural ressur

2. Strengthened value chains,including increased productivity, processing eéficy, improved product
guality and increased market competitiveness inekim and export markets that result in increasedl r
incomes and employment creation.

3. Empowered local communities to participate in the onservation and management of agriculture and
natural resources including sustainable forest mamgement (FLEGT) through the improvement of
national and sub-national capacities, regulatiortslaw enforcement.

The programme will be implemented in synergy witd bther major development partners involved inseor,
including some key EU Member States.

3.1.3. Donor coordination and policy dialogue:

The Technical Working Groups (TWGSs) of direct concern to this programme are: (1) TNéG-Fisheries; (2)
The TWG Agriculture & Water; (3) The TWG-Forestryeferm; and (4) The TWG for Private Sector
Development. Other coordination structures of ra@e include the Steering committee for Privatetdec
Development and Trade. As of 2014, the TWGs fohéiies and Forestry are performing well and offer &
suitable platform for efficient coordination andlipg dialogue; the TWGs for Agriculture and Privaector
Development have been improved as a result of @il Zhanges in government and are complemented [
committed development partners Groups.

Specific coordination with European Member Statd®es$ place in the context of the TWGs as well asutjh
monthly Development Councillors meetings chairedh®yEU Delegation.

3.1.4. The Government's Financial and Policy Commihents:

The first Strategic Rectangle of the RS Il is ei}i devoted to the Promotion of the Agriculturec®e. Most
sub-sectors have also developed specific stratemes planning frameworks as references for themuah
planning and budgeting.

Institutionally, the sector is led by the Ministy Agriculture, Forestry and Fisheries through A&gtiural Sector
Strategic Development Plans (ASSDP) aligned tdRBeand NSDP priorities (an Agriculture Master FRalso

at initial stages of development to align with téevernment Vision 2030). Most sub-sectors have aés@loped
specific strategies and planning frameworks asreafees for their annual planning and budgeting&molicy;
Strategic Planning Framework for Fisheries 2010920Mlational Forest Programme 2010-2029; Livestock
Strategy etc.).

However, with the RS Il reaffirming Government gaity on sustainable socioeconomic growth in thetae
two other Ministries are playing an increasinglyponant, even leading, role in the developmenthef $ector.
These are the Ministry of Commerce (for all mattexkted to value-chain development and privatdosec

'3 As defined in Cambodia inclusive of Forestry aighEries.
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engagement) and the Ministry of Environment (forttera relative to natural resources managementhirwi
strategic references such as the Diagnostic Tratkgration Strategy (DTIS), Cambodia Trade Integnat
Strategy or the Green Growth Road Map.

The Government's budgetary commitment to agricelltauld be significantly increased, as it has ledremely
donor dependent. The EU will further engage wite Boyal Government of Cambodia, through the relevan
TWGs and through bilateral policy dialogue, in ortle reverse the trend. It is also expected thainareased
involvement of the private sector in the developtr@nsub-sectors, and an increased tax base sl slipport
the long-term financial sustainability of the sectio absolute amounts committed, the Governmeis}-2018
budgetary projections for the agriculture and retugsources management sector are as followsn (&yms of
recurrent budget, the three main concerned miasstnill share a total budget of USD 420 million (h4itry of
Agriculture, Forestry and Fisheries: £ USD 235 ioiil Ministry of Environment: £ USD 50 million; Mistry of
Commerce: + USD 135 million); (2), in terms of dapiexpenditures, the sector has received an itidéca
allocation of USD 1,214 million, equally sharedve¢n "Agriculture & Land Management", "Seasonal gsfo
"Environment and Conservation” and "ManufacturiMining & Trade", though the latter is not limited the
just the agricultural sector.

3.1.5.Environmental assessment

EU support in this sector will be subject to staddaU environmental policy and screenings, in patér the
Environmental Impact Assessments and Strategic dmpessessmentsin view of addressing pro-poor
environmental and climate change concerns in prpgramme formulation and implementation, where
needed, as per EU Guidelinekttf://capacity4dev.ec.europa.eu/public-environagintate/documen)s The
findings of the EU Country Environmental Profile (CEP): Cambodial20 will be taken into account in
programming and implementation.

3.1.6. The overall risk assessmeuwf the sector intervention:

Outcome of governance reform processethe Royal Government of Cambodia is simultangousidertaking
three interlinked governance reforms under the efteoiof the Rectangular Strategy Phase lll. Eaclthete
major reforms — PFMR, SNDD and PAR reforms — inglmeajor changes across the whole of government, ¢
national and sub-national levels. It is howevelicimdted that these changes, if effective, willoabenefit the
agriculture sector. The EU support to the sectdirbei aligned with these reforms.

Institutional weaknesses The agriculture, forestry and fisheries sub-sectfalls between various sector
ministries and agencies with limited implementat@apacity, fragmented institutional arrangements weak
coordination. This might result in competition betm institutions for resources, and possible delaysmssing
some of the enabling legislation and regulationgpdtity to enforce laws and regulations (envirortadeand
business related) is also weak. The support Wiyl oa existing sector specific Government, Donard &rivate
sector policy dialogue arrangements to ensure @pte coordination.

Land management deficienciesLarge scale land acquisitions for agriculture stweent in a context of relative
insecurity of land tenure for the vast majority sshallholders, and the conversion of critical forgéisheries
habitats into agricultural lands, is a threat teedepment of the sector. This programme will thiee a priority
on supporting appropriate mitigation measures aiateslistainable management of natural resourcgsarhilel,
the Delegation and the EU Member States will usér tkey role in the agricultural, land and watesaerces
management sectors to ensure that clarificatiolarad issues, including land tenure and accesssiigatnain a
priority at policy and enforcement levels.

Climate change and other environmental factors might disrupt NKetuResources Management and the
development of agricultural value chains. An ineeedan the temperature is likely to affect agricrdtu
productivity. Farmers may be forced to adopt uranable farming practices which will exacerbate
environmental degradationOver-exploitation of natural resources could undeemfuture socio-economic
development, increase greenhouse gas emissiorsvandead to social unrest and instabilithe programme focus
will be on the promotion of sustainable agricultyseactices countering environmental degradatiosfasnable
land use planning and protection of natural ca@tal fostering innovation and investment for betésilience
and adaptation.
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3.2. Education/Skills (EUR 140 million)

3.2.1. The followingoverall and specific objectiveswill be pursued:

The overall objective is to promote equitable access to, and the cormplef, quality education, with particular
attention to pro-poor and gender-responsive pdalicigis will be done in full support of, and aligam with,
national and sector development plans of the RGgalernment of Cambodia which aim to achieve itgerm
vision of social and economic development and ggweduction.

Thespecific objectives aligned with the Education Strategic Plan, arprtvide financial and technical support:
1. To improve equitable acces$or all to education services;
2. To enhance quality and relevancef learning;
3. To ensure effective leadership and management education staff at all levels.

3.2.2.The mainexpected resultsare:

Under Specific objective 1:

1. Improved equitable access for allchildren to all levels of education, particularhcreased access to
Early Childhood Education, basic education (primemy lower secondary) and non-formal education.

2. Improved implementation of inter-sectoral activities impacting on education (including nutrition) as
foreseen in the Education Strategic Plan.

Under Specific objective 2:

1. Improved quality and relevance of educationin particular greater teaching skills, qualitwd®pment,
and relevance and quality of learning.

Under Specific objective 3:

1. Improved system efficiency and increased capayitat all levels in budgeting, planning, design,
implementation, development, monitoring and evatuaof policies and reforms in the education sector
particularly with regard to improving equitable ass to quality education, and efficient managenoént
the sector.

3.2.3. Donor coordination and policy dialogue:

There is very good cooperation between the Miniatrg Development Partners (DPs). The DPs in theadidun
sector, which includes NGOs, are grouped as the&dun Sector Working Group (ESWG) and meet attleas
once a month. A new Global Partnership for Educa{(6PE) programme is about to start and the EUsttmy
with the other DPs, will be involved in the annuaiews organised in the framework of the GPE. €hesiews
are currently being discussed and are likely toobe joint reviews complementing the Education Ahnua
Congress. The MoEYS and the ESWG meet every quasttire Joint Technical Working Group (JTWG).

Policy dialogue has been successful in jointly tdgimg strengths, weaknesses, achievements anteobas in

the sector based on evidence, and in informing Guwernment for decision-makingrfhe EU has been
particularly active in discussions on the educatbudget, including on increased allocations, exenubf

MOEYS resources, the targeting of specific inteti@s towards disadvantaged areas/populationsp@edsed
focus on quality and attention to teacher develogm&nd on an increased transparency. Importaps dtave
been taken in these areas, with the education sifatee budget increasing in 2014, hopefully reveysa

declining trend, with revisions of regulations allag increased allocations of programme budget#&school
level, with a decision to increase the salarieseathers, to pay salaries through bank accountswéth the

decision to scale up scholarship programmes. Aeshanderstanding has been built on key challendaeshw
have led to the integration of interventions tktadhese in the ESP 2014-18.
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3.2.4. The Government financial and policy commitmats:

The priority for education in Cambodia is refleciadthe RS I1ll. The first 'side’ of the 4th rectém@Capacity
Building and Human Resource Development) is 'stteergng the quality of education'. The focus iseosuring
equal opportunity for access to basic educatioth) fmrmal and informal, without discrimination, amdproving
the qualifications and motivation of teachers. Tanbodia Education Law was endorsed in October.2007

In line with the priorities set for the educatiac®r in the draft National Strategic DevelopmelainF2014-2018
(NSDP) of the Royal Government of Cambodia the Btan Strategic Plan 2014-2018 formulates 3 policy
strategies for education: i) Ensuring Equitable ésscfor all to Education Services; ii) Enhancing guality and
relevance of learning; and iii) Ensuring effectleadership and management of education staff d&\als. The
Education Strategic Plan (ESP) 2014-2018 has beepaped in a consultative manner, with Developmen
Partners and civil society commenting at the varistages, and is considered relevant, and amhitiesigonding

to the sector identified challenges. It is struetbaround 7 sub-sectors (early childhood educatomary
education, secondary and technical education, higbacation, non-formal education, youth developnserd
physical education and sport). The Governmentanfiral projections for the recurrent budget of Mhaistry of
Education, Youth and Sports present an increase 88D 327 milliort® for 2014 to USD 584 million by 2018
(increase of more than 70%).

The ESP 2014-2018 builds on an analysis of theeaements made previously, acknowledging the overa
progress, particularly in access to early childheoldication and for primary education, but also l#ssons
learned, challenges, and bottlenecks to be addlesssecondary education in terms of systems, augssary
focus on access and retention, quality and relexahoe expected impact of wider reforms such as BNEFM
and public administration reform is also recognisBuake importance of sector financial allocations anproved
execution to meet the ambitious targets is ackndgédd, especially in view of pre-2014 funding lewstsch fell
short of those expected. The priority reform ageati® points identified by the new Minister (app@a in
September 2013), which include PFM reform, persbmamagement, the strengthening of examinationtesys
guality and efficiency of the system and the depmlent of technical and soft skills for youth isaatsiving a
renewed impetus to the sector reform and highlittespriority of these areas in the Education 8giatPlan.

The financial projections for the sector are db#ling finalised (NSDP), and the prospects of mgethe
ambitious objectives of the plan will depend on @®vernment's effective commitment to significantigrease
the share of the budget allocated to education.H® budget projections for 2014-18 indicate thathudget
would nearly double by 2018, with a share of therall budget for education sector reaching 26%0ib8(from
16% in 2014). The ESP projections are, however mlicative and it will be important that thesentoitments
are fulfilled in future years if the government etfjives in the education sector are to be achieved.

3.2.5.Environmental assessment:

EU support in this sector will be subject to staddaU environmental policy and screenings, in paftér the
Environmental Impact Assessments and Strategic dingesessmentsin view of addressing pro-poor
environmental and climate change concerns in pipjgramme formulation and implementation, where
needed, and as per EU Guidelineg{://capacity4dev.ec.europa.eu/public-environraiintate/documen)s The
findings of the EU Country Environmental Profile (CEP): Cambodial20 will be taken into account in
programming and implementation.

3.2.6.The overalrisk assessmenbf the sector intervention:

Further progress in education reforms is partidpendent on progress in other areas of governamatading
the fight against corruption, public financial mgaeeent, public administration reform, SNDD (decaricaion
and decentralisation). The achievement of the agEsP targets will also depend on adequate buegetirces
of the Government to implement its policies andoast. Institutional capacity and human resourcesare weak
in Cambodia, placing constraints on the effectmplementation of the reforms. The EU has been stipgahe

16 Conversion with an exchange rate of 4000 KHR/ DUS

15



strengthening the education system through caphuitgling at all levels and will continue to proeithis type of
support.

The risk assessment undertaken in the frameworkuoknt programmes concludes that there are suladtan
political and high corruption risks in Cambodia.efé has been progress on the anti-corruption &imce 2011,
including with an increased number of actions amdsés in the cases of corruption in the publid@egublic
announcement of official fees, some recent imprav@siin the law giving some additional power to #ri-
Corruption Unit (ACU) and with anti-corruption begiroutlined as one of the key challenges in the R&wiII.
However, the ACU's capacity and independence neetle improved and corruption remains a major istue
the education sector, political risks are limitédit additional attention is needed to strengthen fthancial
monitoring, audit and implementation of the legatlaegulatory frameworks in order to ensure thatribk of
irregularities can be satisfactorily mitigated.

Mitigation measuresrelated to the existing level of corruption arsesgially enforced at national level by the
emerging ACU. There have been very recent suggeshyg the DPs to establish a new TWG on Anti-cdroump
(proposal for it to be co-chaired by the ACU on tBevernment side). Further progress is also reduioe
strengthen mechanisms for transparency and acdwlitytavithin government and the continued streregtimg of
the PFM systems supported by the EU is importathisirespect. The political agreement in mid-20&8wveen
the ruling party and the opposition includes theation of a new parliamentary commission on antitgaiion,
which will be chaired by the opposition. Supporthe on-going implementation of the FMIS, the sftbening
of the National Audit Authority and the implemembat of the new procurement policy are examplesaof f
reaching interventions in this regard. In the etiocasector, policy dialogue will continue to focastably on the
need to place more emphasis on reaching disadwahtpgpulations, to involve all stakeholders (inahgd
teacher associations) in sector policies and reyji@nd to strengthen PFM systems, audit and ceninaleduce
the opportunities for leakages. In terms of adeguational funding for education, the EU's policgiaue with
the Government will continue to stress its imporignin support of the MoEYS efforts to increase dmid
allocations for the sector in the period 2014-2@&8proposed in the ESP.

3.3. Governance and Administration (EUR 120 milliom

3.3.1The followingoverall and specificobjectiveswill be pursued:

Overall objective: is to contribute towards inclusive, equitable growhh and sustainable development in its
economic, social and environmental dimensionsn Cambodia by strengthening democratic developraed

rule of law, improved access, quality and utilisatof service delivery and bringing public servicésser to the
people while recognising that poverty and social#sion are inextricably linked to weak governanetjch

continues to be significant aspects of Cambodiagility.

Specific objective Irelated tathe Public Finance Reform Programme (PFMAS$lo improve the governance of
public funds in terms of planning, budgeting, exexy reporting and auditing in order to increasi#ciency,
transparency and accountability and improve thevelgl of public services as set out in the GovemtseNSDP.

Specific objective 2related tothe Sub-National Democratic Development (SNDiS)to support Sub-National
Administrations (SNAs) to promote the welfare (\&icights, livelihoods) of citizens, improve eqtalhetween
citizens and communities, especially women andenalble groups, and ensure fairness in access\\resin
line with the results and activities foreseen ia tlecentralisation policy framework.

Specific objective 3related tathe support to the ECCG5 to the completion of the proceedings of the¢hon-
going cases against those accused of being mgsingble for the crimes and violations committediray the
Khmer Rouge regime ensuring international standafggstice in conducting fair trials. The EU willork with
other stakeholders to draw-up a viable exit or gatibn strategy concerning EU support. The EU waifio
continue to work with other partners on a comprsh@nprogramme for the reduction and rationalisatibcosts
of the ECCC including a close monitoring of thedsnale for the ECCC to complete its work.
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Specific objective 4related tothe support toelectoral reformis to assist the National Election Committee to
ensure that local and national elections meetnatenal electoral standards, including through lenpenting
recommendations from election observation missions.

3.3.2.The mainexpected resultsare?’

Under Specific objective 1 (PEM):
1. Enhanced national and local capacitiesy PFM

2. Improved revenue mobilisation and fiscal spacéor deploying other key Governance reforms (Leyad
Judicial, Deconcentration & Decentralisation, PaBdministration).

3. More efficient use of resources and better alignnm¢ of expenditure with national priorities to improve
Government’s service delivery.

4. Increased reliability, accountability and transparency (availability of financial information) of
Government’s operations at all levels of the mansagd line.

Under Specific objective 2 (SNDD):

1. The district and municipal fund is fully operational and budgeted by the Government.

2. Local governance indicatorsare improved.

3. The legal framework and local capacity of Sub-Natinal Administrations (SNAS)is in place for SNA's
own source revenue collection.

Under Specific objective 3 (ECCC):

1. Final verdict on Case 002 and investigations on Ca€03 and Case 00dompleted and availability and
full disclosure of case documentation on theseetbeses.

2. Trials are conducted according to the internatioal standards

3. A completion strategy is implemented

Under Specific objective 4 (Electoral reform):

1. Elections are in line with international standardsas verified by independent observers.

3.3.3. Donor coordination and policy dialogue:

For the ECCC, the EU will work with other stakehaisl to draw-up a viable exit or mitigation strategy
concerning EU support. The EU will also continuemark with other partners on a comprehensive progna
for the reduction and rationalisation of costste ECCC including a close monitoring of the timésdar the
ECCC to complete its work. Political developmentxs the 2013 election have opened the door foernfrank
and evidence-based discussions in the governanta s reflected in the policy dialogue being aartdd with
government in the Technical Working Groups. It apéd that such dialogue can be sustained andresiklate
into better results under SNDD, PFM and for the Gadman judiciary.

" Expected results for electoral reformwill be determined by political circumstances whadlow for engagement.
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For PFM, Policy dialogue between DPs and MoEF is organibedugh the PFM Technical Working Group
which reviews reform progress and discuss DP suppvG-PFM is chaired by the Minister of Economydan
Finance and EU Delegation and the World Bank acatoafacilitators. Development Partners and the destup
from the MoEF meet on a quarterly basis.

The lead development partner f&NDD is currently Sweden and the Asian Development Bahdtive
engagement by the EU ensures EU stake in policpgilia, including through membership on key Steering
Committees where implementation challenges, thiigadlcontext, and progress is discussed.

For theECCC, policy dialogue takes place through the Stee@ngimittee meetings of donors to the Court anc
the Principal Donors' Group meetings held regulamlyNew York — as well as through the Meetings loé t
Friends of the ECCC held in Phnom Penh and in wthehEU is represented. Policy dialogue with theg/dRo
Government of Cambodia is ensured through meetivigs the national administration of the ECCC and th
Minister of the Council of Ministeras Chairman of the Task force on the Khmer RougdsI

3.3.4. The Government's financial and policy commiments:

The Rectangular Strategy — Phase Il is an amlatmmlicy, in terms of its structure, coverage ambissance and
it offers a sound basis for building a joint Eurapeesponse. Good governance is at the core dtebtangular
Strategy and the priorities in Phase Il includeghing corruption; Legal and Judicial Reforms; kab
Administration Reform; and Reform of the Armed FemcFinancial commitments vary annually but inceda®

2014 in all three targeted reforms.

Total consolidated national commitments to PFM, ENdhd ECCC will vary on external contributions &hd
overall budget may be adjusted to the resources@iogly. For the PFM, total budget for the per@il4-2020
Is assessed at USD 13 million per year, of whichetigpment partners have pledged USD 9 million drel t
government to support the difference. For the SNEhrm budget is calculated at around USD 47 anillper
year with a national commitment identified as "goweent's effort" amounting to USD 24 million, which
approximately half of it. For the ECCC, the 2014camt is confirmed at USD 2.8 million. Governmentgat
anticipated for the period covered by the MIP, 2Q020, (with 2020 being the year in which the EC$§ould
have fulfilled its mandate in full with all on-gajrthree cases) would be approximately USD 19 millia total,
the Royal Government's financial engagements ferprt of the Governance sector covered by the HB M
would amount to EUR 160 million, exclusive of tHeatoral reform support.

3.3.5. Environmental assessment:

EU support in this sector will be subject to staddaU environmental policy and screenings, in pafér the
Environmental Impact Assessments and Strategic dnpgesessmentsin view of addressing pro-poor
environmental and climate change concerns in pipgramme formulation and implementation, where
needed, as per EU Guidelinéstp://capacity4dev.ec.europa.eu/public-environraintate/documen)s

3.3.6.The overallrisk assessmentf the sector intervention:

In addition to the general challenges common toselttors in Cambodia, support for good governasce |
particularly predisposed to the followigoss-cutting risks

e The emergence of a Law on Associations and Nonrgovental Organisations and other legislation thai
effectively limits fundamental freedoms notablyhwregard to the enabling environment for advocaowups,
grassroots groups and associations. This will begyated if high level policy dialogue by the EUssstained
and ensures any legislation and its implementatigports an enabling environment.

» Future elections are not seen as legitimate bycitimens thereby undermining citizen participationthe
reforms. Electoral reform support and engagemerth®yEU in the political dialogue could serve tdigate
this risk and improve national and sub-nationatespntation.

« The vested political and financial interests of thkng elite work to limit budget transparency. otigate
this risk, further support for civil society at iatal and subnational levels to promote budgetsiparency,
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including the publication of audited financial statents, and through the Social Accountability Fraork
will be key.

» The patronage system and corruption continues dwar including at subnational levels. To mitigaies,
both demand and supply sides of governance wildneehave a strong focus on social and political
accountability at all levels of government. EU somppto strengthening institutional capacities and
strengthened political and policy dialogue with G@vernment will also be important.

Additional risk in thePFM reforms is weak institutional capacity in the MoiFenhance the reforms. For this
reason, support needs to be provided to the implatien of a comprehensive Reform Capacity Develemum
plan.

A major risk in theSNDD reform is that progress is limited by vested local inséseat sub national level and
powerful, centralised line ministries. Careful moning and support for the implementation of they&@nic Law
at sub national level and EU involvement in crossta policy dialogue can work to ensure cohereamess
reforms and maintain focus on voice and accountgbil

Concerning th&CCC there is a risk of financial shortfalls in the @aibudget, which could stop its operation.
This can be mitigated by increased predictabilit{z0 funding through a multi-annual financial al&tion. There

is an additional risk of political interference the proceedings, which needs to be mitigated bgeclaroject
monitoring combined with high level EU policy digloe. A possibility also exists that the accused pagay or
become unfit to stand trial before the end of theceedings. The appropriate tranching of suppautdcbelp to
mitigate these risks. An evaluation for further Ethncial support to ECCC beyond the present EURNillon
allocation will be done by 2015.

4. Support Measures

An indicative amount of EUR 6 million will be set aside for support measures to accompaogramming,
formulation or implementation of actions in theg@ifocal sectors.
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Attachment 1: Country at a Glance

1. Main macro-economic, trade and social indicators

(Source: World Bank, Cambodia at a Glance, 15 M&@h4,http://devdata.worldbank.org/AAG/khm_aagyodf
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Gross capital formation 115 i1.8 6.8 -
Imports of goods and services 15:1 3.0 18.3 3
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FRICES and GOVERNMENT FINANCE

Diomestic prices

(% change)
Consumer prices
Implicit GOP deflator

Gowvernmenf finance

(% of GDP, includes current graniz)
Current revenue

Current budget balance

Owerall surplusideficit

TRADE

(I3 millians)

Total exports (fob)
Forestry
Rubber
Manufactures

Total imports (cif)
Food
Fuel and energy
Capital goods

Export price imdex (2000=100)
Impaort price index (2000=100)
Terms of trade (2000=104)

BEALANCE of PAYMENTS

{LUISF millions)

Exporis of goods and services
Impaorts of goods and services
Resource balance

Met income
Met current transfers

Current account balance

Financing items (net)
Changes in net reserves

2. MDG Progress Index 2011 — Cambodia

1952

1992

265

35

1992

314
ar3
-50

-21
120

41

2002

3.2
0.7

10.4
1.0
-7

2002

1,770
63
41
1,405
2,381

103
103
100

2002

2,374
2,738
-362

-164

-85

183
-BD

2011

5.5
34

12.3
10
27

2011

5,220

198
47

4,211
6.710

1

105
124
408

2011

7432
8,033

603

-586
G653

-382

T4
-322

2012

2.9
1.4

2012

2012

8573
85N
028

-G40
708

228

1,165
-338

Infiation (%)
3o

20

10

<]

~-10

GOP geflalyy e P

Export and import levels [US$ mill )
5,000
5.000
2,000
2,000

Current account balance to GDP (%)
04

-2

(Source: Center For Global Developmehttp://www.cgdev.org/content/publications/detaiks?4377j

Top MDG Progress Index Performers 2011

MDGProgress Index Score
Country 2011 010 A(2010-2011)
Honduras 7.0 70 0.0
Cambodia 6.5 55 1.0
Vietnam 6.5 60 03
Sri Lanka 6.0 40 20
Azetbaijan 55 45 1.0
¢ | Burkina Faso 5.5 50 05
E [Nepal 5.5 55 0.0
& |Nicaragua 55 50 05
F |Mongoka 5.5 50 05
7 |Anmens 5.0 50 00
e |Bolivia 5.0 50 0.0
CGambia, The 5.0 45 05
Ghana 5.0 50 0.0
EyrgyzRepublc 3.0 6.0 -10
Lao PDR. 5.0 60 10
Uganda 5.0 50 0.0
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Cambodia MDG Progress Index Scorecard 2011: 6.(n range 0-8)

s ECOMG =0 A - B0DME = 0.5 s G008 = 1

MDG 1A: Extreme Poverty

Halve Proportion of Population Under $1.25/day

20
10
1]
1850 19835 2000 05 2D 2015
MDG 2: Education
BAchieve Universal Primary Education
100
&0
&
% &
B oA
E E:I [y T 11 ]
A fdmm i i
1] ‘
1620 1R85 2000 2005 2010 215
MDG 4: Child Mortality
Reduce Child Mortality By Two-Thirds
14l e F;:Il-‘rd
L 120
5 E "\:" = Faruiied
=" 100 o Bctimumme
! e -“‘-
i E o b P
‘g = 1] ™
:tg 40
20
O T T
1230 1955 2000 i i 2010 MG
MDiG 6: Combat HIVIAIDS
Halt and Begin to Reverse the Spread of
HIVIAIDS
0E
o
2 =@ -@
5“ 04
5; o3 ——
5 0o = R
£
o 01
i
1590 1885 2000 2005 2010 2015
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MDG 1C: Hunger
Halve the Proportion of Undernourished Population

47
K
g E |
25
} e
- 15
# 10
£
o
1940 1985 2000 2005 2010 2015
MDG 3: Gender Equality
Achieve Gender Parity in Schooling
0495
é_ 05
i 085
o
% 08
2
= 075
0.7
1590 1083 2000 2005 2010 2His
MDG 5: Matemal Health
Reduce Maternal Mortality by Three-Quarters
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MDG 7: Environmental Sustainability
Halve the Proportion of Pecple Without Access to Safe

Dirinking Water
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Attachment 2: Donor Matrix

Total actual ODA disbursements by all sectors andlbdonors, cumulative for 3-year period 2011-2013n millions of USD
* National Government's classification of sect@sised.  ** Figures include both grants andcessional loans.

& 2

'S o
Sector o h: - g = o

Donor < s & , o £ 8§ ¢ £ < 3z g £

s &§ 5 = 2 & s & 2 35 2 8 P
Social Sectors
Health (including HIV/AIDS) 172 223 1167 185 6.4 0 381 152 627 1068 0 3.7 59.3
Education 77 0 0 509 40 0 464 239 156 103 59 0.7 3699
Economic Sectors
Agriculture a0 IFEEN 277 o 0 101 182 2792 405 155 35 43 32 67 5407
Manufacturing, Mining & Trade 14.8 04 0 0 0 0 0 515 0 0 43 0 03 1248
Rural Development 59.7 25 0 0 257 219 0 274 17 63 0 0 163 1723
Banking and Business Services 43 0.8 0 0 09 943 0 0 0 0 0 0 0 139
Urban Plan & Management o9 ] o o 0 0 01 0o 21 0 0 0o 0 o0 22
Infrastructure
Information and Communications 1.4 0 07 o 0 0 0 0 34 11 0 0o 0 O 6.6
Energy, Power and Electricity 23.8 0.6 0 0 13.6 13.6 91.5 28 0.3 0 0 0 0 172.8
Transportation 0 505 0 0 29 678 6865 1522 59 241 0 0 0 11221
Water and Sanitation 2726 000 57 o0 0 0 137 0 491 308 4 0 0 03 1423
Services & Cross-sectoral programmes
Community and Social Welfare 157 R 324 0 0 0 02 1497 0.07 0 293 0 0 02 2295
Culture & Arts 74 0000 45 o0 0 0 0 0 46 0 0 0 0 0 165
Environment and Conservation 57 008 74 o0 0 002 24 0 82 0 03 43 08 03 694
Climate Change 107 0 151 0 0 13 0 0 23 0 0 0 0 16 344
Gender 14.2 6 0 0 0 0 0 33 0 63 0 0 11 326
Governance & Administration 1742 [EFN 272 0 0 379 382 0 18 35 278 304 0 124 4288
Tourism 04 ] o5 o0 0 0 14 0 33 0 0 0 18 0 7.4
Budget & BoP Support 002 0 F 03 0O 0 0 147 0 0 0 0 0o 0 o0 15
Emergency and food aid 8.2 163 0 0 0 138 0 28 0 122 212 0 53 87
Other 297 0N 32 0 0 0 09 0 603 03 33 0 0 05 986
TOTAL 669.3 296 223 116.7 187.9 347.6 1207 560.5 151.3 226.9 297.7 117 49.4 | El[5
Of which grants (excluding concessional loans) = 572.3 [\[0/]] 276.7 22.3 116.7 1304 1272 0.4 3327 65.6 221.6 2142 11.6 49.4 2303
Number of currently ongoing projects 215 75 100 5 4 16 65 24 108 42 27 13 5 24 852

Source: Table built based on data compiled fromatifieial ODA database of the CDC on 15 April 2(qidtabase is based on donors' own ongoing reparting
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Attachment 3: Sector Intervention Framework

The results, indicators and means of verificatipec#fied in the present annex may need to evolvéake into account changes intervening during the
programming period. The may also need to be adjustiowing the adoption of the NSDP 2014-2018 (attkm expected in May or June 2014) in case tha fin
NSDP results framework should vary significantlgrir what is expected.

*Any missing information on baselines (and baseliaars) and targets (and target years) will beideal/at the latest in the action document.

SECTOR 1: AGRICULTURE / NATURAL RESOURCE MANAGEMENT

SPECIFIC OBJECTIVE: To enhance the development, suainable management and climate resilience of Agridtural planning and practices and Natural
Resources based systems to the benefit of all sthkéders and economic actors.

Expected Results Indicators Means of verification Baseline* Target*

Business Environment Ranking Doing Business ranking 137 At least ggin
(WB report) (2013) of 20 positions
1. Improved Business Enabling Environment Sustained
for the agriculture and NRM related sectors, _ _ _ isti ustal
through the improvement of existing national % FDI related to agriculture sector (|ncludlnngO(jg::/i(lE :cg:nggf/;tggsrggﬁt of 674MUSD annual
capacities, policies and regulations which forestry and fisheries) Cambodia) (2011) increase by 7
support the development of sustainable %
agricultural and legal forestry use and :
commercialisation and stimulate innovation and % of smallholder farmers and agriculture/NRM- (43/0?f Sustained
private sector investment and ensure protection based MSMEs accessing financial services andSpecific surveys, PBES sampg_ increase of 2%
of natural resources. products surzvgi/g) n annually
. : - 47%
% of vulnerable families to climate chanye Government statistics (2013) 37%

18 NSDP target
19 NSDP indicator
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Share of agriculture products in Cambodian GDP Government statistics
(including share of the forestry and fisheries sub- 26% 36%
sectorsy’

Net income generation within Cambodian
agriculture, fisheries and forestry sectors amgl 5
sectors (including share in value added for
smallholder farmers and agro/NRM-based SMEs)

Technical studies tbc tbc
2. Strengthened value chains, including
increased production, processing efficiency,

improved product quality and increased market _ _ _ _ . _
competitiveness in domestic and export marketsAduaculture production (in tonnes) meets food Fisheries Administration

that result in increased rural incomes and S€curity and export demands statistics
employment creation.

67,000 tons 185,000 tons

Crop diversification IndeéX (% of total cultivated Ministry statistics 31% 3506
area) TWG-A&W report
Number of provinces with spatial planning in place Ministry of Land 1 5

at sub-national level. Management

Sustained wild-harvested fish producticex¢ludes

. . . 3
3. Empowered local communities to participate Production from rice fields®.
in the conservation and management of

FiA and TWG-Fi reports 500,000 tons 500,000 tons

agriculture and natural resources through the N* of I?rotecte_d Areas with a management plan thaY\/linistry of Environment 0 10
improvement of national and sub-national 'S Publicly available
capacities, regulations and law enforcement. Ministry of Environment,
N° of Community Forestry, Community Fisheries Forestry Administration,
and Community Protected Areas with an approved-isheries Administration; 116 750
management plan TWGs Forestry Reform,

TWGs Fisheries

20 NSDP indicator

2L with the exception of aquaculture, no nationaidatbr exists yet in that respect or in terms oéltregeneration in the agricultural sector at ael of the value-chains (except for the rice
value-chain) — it is however seen by all specisiést the indicator to use in term of equitable sausfainable growth. To be discussed with the Gaxwemn.

22 NSDP Core Indicator and TWG-A&W JMI output indioat

2 Strategic Planning Framework for Fisheries codéciator and JMI core indicator. Considered as aeprmation indicator due to the community-based mameent nature of capture fisheries
and current threat to wild fisheries.
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SECTOR 2: EDUCATION / SKILS 2

SPECIFIC OBJECTIVE 1: Improving equitable access fa all to education services
Expected Results Indicators Means of verification Baseline* Target*

EMIS - Education Congress

CBI: Percentage of 5-year-olds in all aspects oEEC R 56.5% 80%
: . eport
1. Improved equitable access for all children to
all levels of education, particularly increased . I . . EMIS - Education Congress
. . - CBI 2: Number of Districts achieving Primary
access to E_arly Childhood Education, bas"’CompIetion Rate (PCR) of at least 80% Report 119 144
education (primary and lower secondary) and
non-formal education CBI 3: Number of provinces achieving a LoweEMIS - Education Congress 7 17
Secondary completion Rate of at least 40% Report
2. Improved implementation of inter-sectoral i : !
activities impacting on education (including % of children with an acceptable nutritional status EMIS EdF;Jcatlon Congress 20% 90%
" ) eport
nutrition) as foreseen in the ESP
SPECIFIC OBJECTIVE 2: Enhancing the quality and relevance of learning
Expected Results Indicators Means of verification Baseline Target

CBI6: Status of national assessment on student
1. Improved quality and relevance of education, learning achievement at grade 3, 6 and 8 in Khmer
in particular greater teaching skills and quality and mathematics.
development, and relevance and quality of Milestones:
learning National assessment 1) done, 2) analysed and 8) use
for planning

Education Congress Repor‘t.GraOIe 3 being _Grade 8 being
implemented implemented

% The selected indicators are the Core Breakthrdnditators (CBI) of the Education Strategic PlarSE} 2014-2018. Based on currently available infdiom we are aligning to these
Government indicators and targets.
% ECE (Early Childhood Education) ESP 2014-2018dattir
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SPECIFIC OBJECTIVE 3: Ensuring effective leadershipand management of education staff at all levels

Expected Results Indicators Means of verification

1. Improved system efficiency and increased
capacity at all levels, in budgeting, planning,
design, implementation, development,
monitoring and evaluation of policies and

reforms in the education sector, particularly CBI 10: Percentage of programme budget executed MoEYS approved budget

with regard to improving equitable access to
quality education, and efficient management of
the sector.

Baseline Target
86.7% o
(2013) 95%

SECTOR 3: GOVERNANCE AND ADMINISTRATION

SPECIFIC OBJECTIVE 1 (PFM): Improving the governance of public funds in terms of planning, budgeting.execution, reporting and auditing in order to

increase efficiency, transparency and accountabiltand improve delivery of public services as set ¢in the Government’s NSDP

Expected Results Indicators Means of verification
1. Enhanced national and local PFM capacities Overall PEFA Assessment rating IFAPER — PEFA
2. Improved revenue mobilisation and fiscal National revenue as a % of GDP IFAPER — PEFA

space for deploying other key Governance
reforms (Legal and Judicial, Decentralisation
Public Administration)

Ministries Quarterly and

' Progress in implementation of threshold for salary Annual Reports

payments through the use of bank accounts

Baseline* Target*
To be To be
defined® defined’
To be defined To be defined
under CAP  under CAP ¥

328

National Strategic Development Plan is costed and |IFAPER — PEFA
sector priorities integrated in the Medium Term

Expenditure Framework

3. More effective use of resources and better
alignment of expenditure with national
priorities to improve Government’'s service
delivery

. . _ :Ministries Quarterly and
Costed Sector Strategies produced and integrated in Annual Reports

the Budget Strategic Plans

% Last PEFA: 2009; last IFAPER 2011

2" Next PEFA: 2014 — to be published in Q1 2015
2 T0 be finalised in Q4 2015

2 To be finalised in Q4 2015
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Number of ministries implementing Full Programme 10 line

. ministries
Budgeting (2015)
Number of ministries with an allocated capital o

All ministries
budget
Overarching indicator: Status of financial repaytin
systems
Milestones:

1) Decree for implementation of the new budget
classification approved by the Government

2) Decree for implementation of the new chart of
account approved by the Government

3) Implementation of the Financial Management

4. Increased reliability, accountability and - - IFAPER — PEFA
transparency  (availability = of  financial IMnLOJLT:tlon System  (FMIS)  Treasury - Centric To be defined To be defined
information to the public) of Government's Ministries Quarterly and  under CAP 3 under CAP 3
operations at all levels Annual Reports

4) Accounting and financial reports are published o
a monthly, quarterly and annual basis and are NAA audit reports
consistent with the International Public Sector
Accounting Standards-Cash Basis (IPSAS)

5) Audit reports of the Government annual financial
statements (titled “Report on the Draft Law on
Budget Settlement’) are published annually

6) A comprehensive citizen-friendly budget is
published every year, in accordance with best
practice such as the IMF Manual on Fiscal
Transparency

SPECIFIC OBJECTIVE 2 (SNDD): To support SNAs to pranote the welfare (voice, rights, livelihood) of cizens, improve equality between citizens and
communities, especially women and vulnerable groupsand ensure fairness in access to services in lingth the results and activities foreseen in the

decentralisation policy framework
Expected Results Indicators Means of verification Baseline* Target*
By 2015 (2016 budget) 5% of the national budgﬂational budget and relevant 0%

has been transferred to Sub-National Administration requlations (2013)
(SNASs) as the result of functional reassignment 9

1. The district and municipal fund is fully
operational and budgeted by the Government

tbc
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55.75 Improvement
2. Local governance indicators are improved Local governance index — Cambodia Local governanceey® (score) in index value
2011

0% 3%
(2013) (2015)

3. The legal framework and local capacity of
SNAs is in place for SNA's own source revenue
collection

% of SNAs total budget collected in the form of owiNational budget and relevant
source revenues regulations

SPECIFIC OBJECTIVE 3 (ECCC): To raise standards inthe administration of justice in Cambodia by stimubting greater demand for internal accountability of
justice operators and ensuring international standeds of justice in conducting fair trials that are to bring justice to the victims of the Khmer Rouge

Expected Results Indicators Means of verification Baseline* Target*

46% (23 staff
n‘(l;?chnical survey of the members out 70%
judicial and legal staff of 50)

1. Majority of ECCC national staff continues

working for the national criminal justice Number of Cambodian judicial and legal person

at the ECCC working in the domestic courts

systems working in the national
judiciary (2014)
2. Improved application of international International standards of justice applied at tUN reports, -reports of the 2013

G Legal and Judicial

standards of justice by national courts ECCC and subsequently transposed into the natioag orm, EU reports

judicial system

2013: Verdict
in C002
expected by
August 2014.

3. Work plan of the ECCC achieved (final Progress reports on the worlnvestigations  Work plan
verdict on Case 002 and investigations on Cas of the ECCC and analysis byin C003 and achieved
003 and Case 004 completed) and increase tatus of work plan of the ECCC the UN and the EU C004

public knowledge on ECCC and its proceedings expected to
be completed
by 1° Quarter
2015

%0 Local Governance Survey, National Committee fdo-Skational Democratic Development
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Full disclosure

Public availability of case documentation on the Court records of case
three ongoing cases documentation

International  organisations 74% of the
% of population with awareness and knowledgad civil society reports and population 90%
about the ECCC and its proceedings surveys (2010)* (2015)

SPECIFIC OBJECTIVE 4 (Electoral reform): To assistlocal and national elections in meeting internatioal electoral standards

Expected Results Indicators Means of verification Baseline* Target*

Improvement

1. Elections are in line with international International and national In perceptions
2014 of Electoral

Election performance index o .
civil society reports

standards as verified by independent observers Integrity

Index

31 Harvard Population Based Survey on Knowledge ardédption of Justice and the ECCC
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Attachment 4: Indicative Timetable for Commitments

Indicative
Focal Sectors allocations
(in EUR 2014 2015 | 2016 @ 2017 A 2018 | 2019 | 2020
million)
95 49

1. Agriculture/Natural resource managemeni(Fisheries & Forestry 144

2. Education/Skills 140 40 100

3. Governance and Administration 120 10 30 45 20 15
Support measurés 6

Total commitments™ 410 50 125 145 20 64

32 Estimated needs for support measures for the@0&5-2016 are EUR 2 million.
¥ Annual total breakdowns are presented exclusivgipport measures
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