


Project Readiness Filters

Attachment -1

Milestones for Readiness

; : By Appraisal By Negotiations By Approval of
Key Project Preparation Elements with Dev. Dev. Partner
Partner
1. Project is within Government’s highest Agreed
development priority (P1- as defined by the MTEF
project prioritization criteria)
2. Project Implementation Plan (PIP) detailed Annual | Drafts discussed | Agreed Finalized
Work Plan (AWP) including budget plan, and
training program, Procurement Plan (PP)
3. Environment Impact Assessment, which includes Discussed Action Plans
Social Impact Assessment, Agreed
Land Acquisition & Resettlement
Plan and Indigenous People Action Plan
(where applicable)
4. Procurement and Financial Management Capacity | Discussed Reports finalized
Assessment and draft reports | and action plans
prepared agreed
5. Project coordination/implementation arrangements | TORs discussed, | Key staffing
implementation structure
arrangement and | (including
proposed staffing | procurement and
structure agreed | FM staff)
approved
6. Budget & funding for the 1st year of project Draft budget Resource
implementation discussed Allocation Agreed
7. Financial management, procurement and Requirements Action Plan
monitoring & evaluation system (including discussed agreed
indicators and reporting system)
8. Bidding documents for 1st year of project
- Consultants TOR/ RFP Agreed and EOI Short List ready
modality (where (where
discussed applicable) applicable)
published
- Civil works & goods Procurement Agreed
plan, forms ad
formats of SBDs
discussed
9. Audit arrangements Draft audit Agreed
arrangements &
TORs discussed
10. Subsidiary agreements (where applicable) Content of Principle content
subsidiary of agreements
agreements agreed.

discussed.




Attachment 2

IMPROVING
RESULTS-BASED REPORTING

Group A

Group TOR

= What is working well
= System, Staff, Procedures

What is not working well?

= What support is required it make it work?

= Prepare an Action Plan as Recommendations

Background

= What is Results-based Reporting?
» A part of result based monitoring and evaluation

= “Results” = Outputs, Outcomes, and Impacts

= Outcomes and Impacts are captured through
surveys such as household surveys

= Presentation focuses on outputs that come
from the MIS

MISs at the national level

@ Financial Management Information
System (FMIS)

@ Management Information System (MIS)

Existing Reporting Formats
A. Annual Programming:

weight of activities in terms of budget;

Trimester/annual;
major outputs trimester/annual against
the activities

B. Progress Reporting:
to be reported trimester, annually;
gives weighted physical progress in %;

major outputs delivered

FMIS

» Reporting format

» Frequency — Monthly,
Trimester, Annually

» Expenditure according to line
item




Reporting Mechanism

»FMIS

»District Line agencies to
report financial statements to
DTCOs.

»DTCOs to report to FCGO

Reporting Mechanism

= MIS

= Project to Regional Directorate to
Department to Ministry to NPC

= Budget release linked to performance

What is working well and what not?
FMIS

Well established Financial Management Information Management
System (FMIS)

Staff System Procedures

Partly trained Yes in place Defined

Weakness slnsufficient ICT

(i) Inadequate training mfraStrl_JCture

through all levels -Dela}_/ in annual
reporting

(ii) frequent transfer of
staff

What is working well and what

not....... ?
Management Information System -
Staff System Procedures
Regular Computer Based Manual,
training/refreshment. Information PPIS formats

-in place (NPC level).

regularly updated.

Ministerial

Why working - Release of next installment based reporting

Development Action
Committee activated

What is not working and what

not....7
Staff System Procedures
Yes PPIS not institutionalized. No linkage between FMIS
and MIS

Weak demand for the
monitoring information

Poor two way
communication
vWeak feedback system.

Ritualistic

Issues/Gaps/Support/Action Plan

Issues/Gaps Actions Support Responsible Time Frame
Required | Required agency
Linkages between | Review Technical FCGO/NPC FY 2007
FMIS and MIS FMIS and | and 31 March
MIS and Financial
establish | support
linkage.




Issues/Gaps/Support/Action Plan

Issues/Gaps/Support/Action Plan

Issues/gaps Actions required | Support Responsibl | Time
required e agency frame
Institutionalization
of the systems March
aClarify roles at | Develop clear NPC 2007
different hierar- | guidelines
chical levels
wUse of M&E wOrientation NPC Line End of
information aDissemination Ministries FY
= (regular 2007

publications, website
(updated)
sInformation based
discussions and
actions by
MDAC/NDAC

Issues/gaps Actions Support/requ | Responsible | Time

required ired agency frame

aLinkage

between

performance &

incentives

= Weak =Review of the Technical NPC (lead)

performance format Assistance Line ministries

indicators aTrainings
=Guidelines include Mar 07
good examples and
=1 MTOT and 2 follow
TOT for 25 persons ups

Issues/Gaps/Support/Action Plan

levels

Issues/gaps Actions Support Responsible | Time
required required agency frame
Weak Capacity
=ICT Develop plan for
alnfrastructure | Operationalisation | Financial MOF/NPC/line | End FY
aLogistic of PPIS at different | Support ministries 2007

= THANK YOU




GROUP B
FINANCIAL REPORTING

Group Members:

Durgesh Pradhan, MOF

Babu Ram Gautam, OAG

Tirtha Ratna Konajo, RMDC
Ratna Kumar Shrestha, DOE
Mahesh Guragain, OAG

Madan Jnavali, Rural Water Supply
Niva Shrestha, Nepal Rastra Bank
Dhan Bahadur Tamang, RAIDP
Bhupendra Basnet, DRILP
Govind Gewali, ADB

Yogendra Bahadur Karki, MOAC
Bhisma Raj Dhungana, NRB
Indra Bahadur Thapa, DOE
Madhu Marasini, MOF

Nagendra Nakarmi, World Bank
Bigyan Pradhan, World Bank

Rapportuer: Bhupendra Basnet

PROBLEM STATEMENT QM

Financial reporting generally is very weak — reports are not prepared
timely and quality of reports are not up to standard.

ADB portfolio and WB portfolio analysis reflect that reporting
capacity is weak, and generally reporting quality needs to be
enhanced.

Delay in reporting means delay in fund release, delay in
disbursements from donors and reflection of low absorption capacity
— overall effect in budget outturn.

Challenge is how to improve capacity for financial reporting?

What is working well? 2y

m System

Emphasis on simplification of donor procedure to harmonize with
government chart of accounts.

Sector-wide approach harmonized with government financial
management system — simplification in reporting. Rely on
government’s financial information database.

Where there is strong ownership of a project or a program, there is a
success. There are good examples in government programs where
there is a high degree of success due to ownership of program and
internalization. (e.g. OAG Project, FCGO Procurement Project, AEPC
Micro hydro program)

Generally, good working system in place in autonomous implementing
agencies such as, Rural Water Supply, Poverty Alleviation Fund,
Micro-finance Development, Financial Sector Reform etc. As a result,
periodic financial reporting takes place on time.

Coordination between technical and finance staff facilitate timely
reporting. Good team work observed in autonomous agencies.

What is working well? 2y

System.....

Guidelines for audit of project accounts issued by OAG
and training on preparing project accounts helped in
preparation of accounts.

In a few autonomous agencies, there is a system of
recruiting consultants for periodic review for system
improvement, which provides room for improvement.

Reporting based on books of accounts.

Motivation by donor partner — best performing project
awarded by ADB. This encourages to perform better.

What is working well? é)

m Staffing

Generally, in autonomous agencies such as Rural Water
or Rural Micro Finance or PAF, there is less problem in
staff transfer which have a positive impact on staff
development and ultimately a good reporting system.

There is a system for regular training program in these
institutions whereby beneficiary staff are regularly
updated or reoriented about procedures.

What is working well? é

Procedures

In autonomous agencies, there is a well defined working
procedure and structure in place documented in
Operations or FM Manual.

Where there is a good leader, there is a commitment, as
a result, all deliverables including financial reporting are
on time. Change in leader may reverse the situation if
there is no continuity of same degree of commitment.

Close monitoring by donor partners on financial
reporting has helped to enhance the effectiveness of
timely and quality financial reporting.

Computerized financial management information system
in autonomous bodies such as, Rural Water, PAF and
NRB, greatly enhanced the effectiveness.




What is working well? é)

GENERAL OBSERVATION

Good practices are observed in autonomous institutions
such as, Rural Water Supply, Poverty Alleviation Fund,
Financial Sector Reform or Rural Micro Finance — system
seems to be working well.

In government agencies, there are successful examples
where there is a high degree of ownership and
commitment.

Successful projects or programs are generally as a result of
simple design with some degree of flexibility, involvement
of stakeholders in the design including finance staff.

What is not working well? Why?

m High Turnover of Staff. In government offices, high turnover of
staff has an adverse effect in project management and financial
reporting. Further, successors are not timely deputed after the
transfer takes place resulting in a vacuum for long period.

= | ow Motivation and Incentives/Penalty. There is no reward or
penalty system in government agencies for a good performer or a
bad performer. A good performer is not evaluated and rewarded,
and a bad performer is not penalized for poor output. So why
“perform” is the mental model in civil service?

m Lack of clarity with government’s budget format. Many staff
seem to be not clear with government’s budget format — how to
define outputs, and how to set the weightage etc.

m Lack of clarity on taxation. Project authorities often get confused
about tax process - There is little resource available who can help on
taxation — this affects in delay in reporting.

What is not working well? Why?

m Inadequate internalization of MTEF. MTEF is a
technical jargon for non-economists — often read or
heard about MTEF but how many people in the system
have really understood MTEF? Without internalization,
how can we expect better reporting?

m Books of accounts not linked with project
accounts reporting. Audit observations often reveal
sufficient accounting records are not maintained to
reconcile with project accounts — this results in delay in
financial reporting.

What is not working well? Why?

m Getting information is difficult. Due to geographical
locations, receiving timely financial statements from
districts is a huge challenge. SWAp relies on
government’s financial information system, but the
system does not guarantee for timely information, which
affects timely reporting. Although FCGO system is
networked with about 57 districts, the challenge is to
obtain information from remaining districts. Reporting is
always late unless the system is improved at macro level.

m Inadequate Focus on Capacity Building for
Financial Management. Much is talked about financial
management in theory but when it comes to reality, little
emphasis is given to enhance the capacity of financial
staff — they always fall under low priority. Budget
requested for training is often curtailed by MOF for
capacity building. More so, MOF does not allow to use
credit money for capacity building. How can GON aim to
enhance capacity building efforts as stated in GON’s
background paper when such policy statement continues.

What is not working well? Why?

m Criteria for Placement of Staff for
Development Projects or Programs not in
place. Staff transfer take place without taking
consideration the specialization or expertise
required for a particular job. A right person
does not often get placed in a right place — this
affects in project implementation.

m Handover System not followed. During
transfer, although the civil service rule requires
proper handover and overlapping, in reality, the
handover system is not systematic when it
comes to information.

What support is required to make it
work?

e Government commitment to improve
public financial management through
establishing benchmarks as per PEFA
Indicators to measure improvements
in public financial management.

« Develop an integrated financial
management improvement program.

* Technical and financial support
required from development partners.




RECOMMENDATIONS

Sharing Best Practice Examples. There are best
practice examples within the country. A system of
disseminating knowledge and visiting offices to learn
best practices should be promoted.

Strengthening Training Institutes of the Country.
Develop capacity of training institutes of the country
such as, NASC or Revenue Training Center updating
them with new developments e.g. MTEF, financial
management, financial reporting etc. to provide training
to civil service staff.

Continuous Training Program. Training program
should be on a continuous basis. Refresher training
program should be periodically provided.

RECOMMENDATIONS......

m Allow Use of Credit Fund for Training. For
specialized training, GON should allow projects to use
credit funds for study tours or training outside of the
country as long as the program is within the capacity
building component of the Project.

m Strenathen Monitoring System. To ensure timely
compliance with reporting requirements, monitoring
system should be strengthened. MOF, FCGO and line
ministries should strengthen their monitoring capability.

m Networking Financial Management Information
System of FCGO with line ministries and NPC: For
timely reporting, it is important to extend the FMIS to
line ministries and NPC.

RECOMMENDATIONS.....

Review DSA Structure for enhancing field
monitoring. For field supervision and monitoring, GON
should consider for reviewing existing DSA structure.

Review Existing Training/Workshop Norms
developed by MOF. Existing training norms are not
realistic due to which agencies are not able to conduct
periodic training. Training Norms should be revised to
make them realistic.

Monitor the compliance of transfer criteria .
Although there exists rule for staff transfer, in practice,
these rules are not followed. Concerned agencies to
monitor and ensure the compliance of transfer criteria.
Trained and skilled staff to be deputed/retained for
development projects.

Performance-based Recognition. GON to enhance
the system to reward best performing projects/programs
which produce financial reports on time.

THANK YOU




Attachment 4

Working Group Presentation

on

Procurement Management
Improvement

by Group C

5 September 2006

What is not working well?

Major Issues impacting procurement
management:

o Regulatory/legal issues

o Lack of capacity within the implementation agency
o Donor-related issues

o Vendor-related issues

Major Issues impacting procurement

management
Regulatory/legal Issues

o Lack of delegation of authority to district level
offices often resulting in implementation delays

o Ambiguity in rules— donors guidelines or
regulation of the implementing agency take
precedence

o Approval for variation order painstaking

o No clear rules for the procurement of consultancy
services

Major Issues impacting procurement
management

Regulatory/legal (cont...)

o CIAA as a factor in decision making

o Price adjustment related to duration of contract
over 12 months not practicable.

o Income tax issue with international consultants
and NGOs

Major Issues impacting procurement

management
Capacity building
o Lack of continuity of personnel within a department
o Limited knowledge in procurement/ contract management
o 21 days handing over requirement is not strictly enforced

Donor related issues
o Frequent change of guidelines, especially ADB

o Lack of harmonization of procurement guidelines across
donors

Major Issues impacting procurement

management
o Time consuming approval process
o Delay in issuing commitment letters
o Excessive control through convoluted procedures
o Qualification criteria too stringent
Vendor Related Issues
o Classification of contractors
o Carteling by contractors




What support is required to make it

work?

Regulatory/Legal Issues

o Amendment of the existing Rules,
Regulations/Acts to remove ambiguity e.g. NEA

o Mechanism for contract variations should not be
linked to a stringent range or price. If the variation
is justifiable that should be accepted.

o Comprehensive provisions on selection methods
for the procurement of consulting services to be
put in place

o Capacity building within CIAA and OAG

Training on donors and Government guidelines

What support is required to make it

work?

Regulatory/Legal Issues

o Authority for approval of variation order should rest
with the concerned head of department of
implementing the project

The draft bill should be passed as it is.

a Ministry of Finance should take lead in defending the
draft bill before the Parliament

o Ministry of Finance to make clear guidelines on
income tax on donor funded projects

What support is required to make it

work?

Lack of capacity

o Ways to capture the institutional memory to be put in place

o Donors should take lead to conduct bimonthly portfolio
meeting inviting concerned agencies to address remedies

o Training program on procurement and contract
management for vendors, government officials on
continuing basis

o Government should allow to use borrowed fund for training

Training program must be included in the pipeline of donors
assistance program

What support is required to make it

work?

Donor Related Issues

o Change in guidelines should be communicated on
timely manner to be followed by workshops or
training events

o Harmonization of procurement guidelines or
procurement documents; or preparing a country
specific procurement documents

o Accreditation for procurement specialist should be
established in ADB resident mission

What support is required to make it

work?

Vendor Related Issues

o E-procurement a long-term solution to carteling by
contractors

o Classification system to be abolished as proposed
in the draft Bill

o Ministry of Physical Planning should encourage
Contractors Association of Nepal to follow their
own code of conduct more honestly.

o Encourage civil society/journalist to participate in
bid submission and opening procedures

What is working well?

All except listed out in the above slides.




PROGRAM FOR

Attachment

2006 NEPAL PORTFOLIO PERFORMANCE REVIEW (NPPR)

(September 4-5, 2006)

BUDGET IMPLEMENTATION AND IMPROVING PORTFOLIO PERFORMANCE

15:40

Tea/Coffee Break

Date Time | Activities Remarks
Sept. 4 PLENARY SESSION
(Monday) Theme: Budget Implementation and Improving Portfolio Performance Chairman:
Venue: 08:30 Registration Mr. Vidyadhar Mallik
o 09:00 Welcome Remarks and Highlight Objectives of the Secretary, Ministry of
Ministry of Portfolio Review Finance
Finance — Mr. Deepak Kharel
Under Secretary
09:10 Budget Implementation and Improving Portfolio Moderator:
Performance
- Dr. Madhav Prasad Ghimire | Mr. Madhu Marasini
Joint Secretary, MOF | Coordinator for NPPR
09:40 Integrating MTEF, Sector Business Plans and Annual
Budget—the progress until FY2006 and way forward
- Mr. Madhu Marasini
Under Secretary, MOF
10:10 MTEF Integration— Sharing Implementation Experience
in Sector-wide Approaches:
Education Sector : Mr. Janardan Nepal
Health Sector : Dr. Baburam Marasini
10:40 Tea Break
11:10 Comments on the above two sessions —-MTEF
integration and SWAp: Development Partner
Perspective
DFID : Mr. Mathew Greenslade
WB : Dr. Tirtha Rana
11:40 Questions & Answers
12:10 Managing for Development Results
- Mr. Tirtha Raj Dhakal
Under Secretary, NPC
12:30 Comments on MfDR by:
ADB: Mr. Gil Hong Kim
Dr. Champak Pokhrel
12:50 Questions & Answers
13:15 Remarks from the Chair
13:30 Lunch Break
14:30 Public Financial management and PEFA Indicators— Chairman:
New Initiatives by Mr. Dev Raj Pathak, Deputy FCG,
FCGO Mr. Rameshore Khanal,
. Acting Secretary, MoF
14:50 Comments and WB Perspective:
WB: Mr. Bigyan Pradhan
15:10 Questions & Answers
15:30 Remarks from the Chair
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Date

Time

Activities

Remarks

16:00

Working Group Exercise:
(@) How do we Improve Results-based Reporting?
(b) How do we Improve Financial Reporting?
(c) How do we improve Procurement
Management?

16:00 -17:30

Working Group Sessions

Facilitators

Group A — Results-based Reporting

Dr. Madhav Ghimire (MOF)
Mr. Surya Shrestha (ADB)
Mr. Roshan Bajracharya (WB)

Group B — Financial Reporting

Mr. Madhu Marasini (MOF)
Mr. Raju Tuladhar (ADB)
Mr. Bigyan Pradhan (WB)

Group C — Procurement Management

Mr. Shakti Shrestha (FCGO)
Mr. Toshimasa Dojima (ADB)
Mr. Kiran Baral (WB)

Sept. 5
(Tuesday)
Venue:

Ministry of
Finance

09:00 -12:00

Working Group Sessions (Continue)

Group Leaders will work with the Facilitators for
Afternoon Presentation

12:15

Lunch Break
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Date Time | Activities Remarks
Sept. 5 PLENARY SESSION Chief Guest
(Tuesday) Theme: BUDGET IMPLEMENTATION AND IMPROVING PORTFOLIO
PERFORMANCE Dr. Jagdish C. Pokharel
. Vice Chairman, NPC
Venue: 14:00 Welcome Address and Opening Remarks by
— - Mr. Vidyadhar Mallik
Ministry of Secretary, MOF Chairman:
Finance 14:15 -14:45 Perspectives from Development Partners on their o
Portfolio Performance (ADB, JBIC, and WB) Dr. Bhoj Raj Ghimire
14:00 to o q Chief Secretary
. ADB: Mr. Krishna Ram Pande
18:15 hrs. £
WB: Mr.Bi Pradh
r. Bigyan Pradhan Moderator:
14:45 GON's Review of Portfolio Performance in FY2005/06
and Progress Report of NPPR Action Plan Dr. Madhav Ghimire
Implementation Joint Secretary, MOF
- Dr. Madhav Prasad Ghimire
Joint Secretary, MOF
15:00 —15:45 Presentation by 3 Working Groups on Key Themes

Presentation by Working Groups

Group I:  Results-based Reporting Improvement
Group Il : Financial Reporting Improvement
Group lll:  Procurement Management Improvement
15:45 Questions & Answers
16:30 Tea/Coffee Break
16:30 -17:10 Remarks from Development Partners
ADB: Mr. Ki Hee Ryu, Officer-in-Charge
JBIC: Mr. Mitsunori Saito, Representative
WB: Mr. Kenichi Ohashi, Country Director
17:10 GON'’s Vision on Improvement on Portfolio Management
— Mr. Vidyadhar Mallik
Secretary, MOF
17:25 Policy Directions and Remarks
- Dr. Jagdish C. Pokharei
Vice Chairman, NPC
17:40 Chairman’s Concluding Remarks
- Dr. Bhoj Raj Ghimire
Chief Secretary
18:00 Vote of Thanks

- Dr. Madhav Prasad Ghimire
Joint Secretary, MOF




NEPAL PORTFOLIO PERFORMANCE REVIEW (NPPR 2006)

ACTION PLAN

Attachment - 6
Page 1 of 2

MOU: September 11, 2006

Focus Area

Agreed Action

Responsible
Agencies

Performance Indicators

Target Dates

1. Portfolio Review

GON will prepare a road map to harmonize the
Government’s overall portfolio review with
budget implementation to enhance
implementation effectiveness of development
projects.

MOF (lead), NPC

A road map prepared and shared with development
partners for comments.

Finalize the Road Map.

November 15, 2006

December 15, 2006

together with the submission of annual plans to
initiate FY2007/08 budget discussion.

Implement the Road Map for NPPR Integrate mid-term portfolio review with mid-term March 2007
harmonization review of budget implementation.
Carry out portfolio performance review (NPPR September 2007
2007).
. Thematic GON will review the recommendations of three | MOF (lead) Form a Task Force to review the Thematic Group September 2006
Recommendations| thematic discussions (Results Based Reporting, recommendations.
Financial Management, and Procurement
Management) synthesize and prioritize them, Submit the proposal to the Finance Secretary for November 2006
and submit to the Finance Secretary for further follow-up action.
action.
. Project Readiness | GON and the Partners will continue to | MOF (lead), NPC, Application of Project Readiness Filters for all new | Ongoing
Filters implement the Project Readiness Filters | Line Ministries, projects/programs ready for appraisal
(Attachment 1) agreed and endorsed by NPPR | ADB, JBIC, WB
2005 as the core national requirement for
quality-at-entry assurance of all new Pl
projects/programs.
. Procurement GON will make mandatory to submit | MOF (lead), NPC, Procurement plans prepared for all P1 Ongoing
Management procurement plans for all P1 projects/programs | Line Ministries projects/programs




Attachment - 6
Page 2 of 2

MOU: September 11, 2006

Focus Area Agreed Action Respons.lble Performance Indicators Target Dates
Agencies
Following the promulgation of the new Office of the Procurement legislation enacted November 2006
procurement legislation (which has been Prime Minister
reviewed and commented by WB, ADB and and Council of Public Procurement Monitoring Office (PPMO) March 2007
JBIC), GON will continue with public Ministers (lead), established and functional immediately after the
procurement reform with support from the MOF, MOLJ, enactment of procurement legislation
development partners. FCGO
GON commits to make necessary resources for | FCGO (Lead), Public procurement training continued Ongoing
continuing procurement training initiative.
5. Business Plans Prepare “Business Plans” for Roads, Drinking NPC (lead), MOF, Business plans prepared for agreed sectors March 2007
(Sectoral Plans) Water, Rural Electrification, Agriculture, MOES, MOHP,
Irrigation, Health, and Education sectors as MOAC, MOWR,
agreed, and seek necessary support from MOLD, MHPP,
development partners for funding these Plans AEPC
through program-based approach in line with
the Paris Declaration on Aid Effectiveness.
6. Financial Carry out the Public Financial Management MOF/FCGO Draft Report prepared. February 2007
Management (PFM) Sector Work, and establish PFM High (Lead), NPC,
Level Set of Monitoring Indicators, and prepare | World Bank and Final Report prepared, and an integrated Financial June 2007
an integrated Financial Management other development Management Improvement Program prepared.
Improvement Program. partners
7. Commitment of Annually review and discuss project/program ADB/JBIC/World Timely response to areas indicated in para 9 of the Ongoing
Development supervision strategies with GON, timely Bank MOU.
Partners respond to procurement actions and
disbursement actions and share good practice
examples.
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