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FOREWORD
Dear PFM MDTF Partners and friends,

support of the MDTF. Also, it is the first time the
government has committed to co- finance such a

Please kindly find below a very short progress report

project (US$ 3M). More fundamentally, it is GoN’s

covering the period January-June 2018. During this

decision to support PFM reform holistically in a

period, there was no active operations, in the sense

single operation. It has made the design of the

that all our government-executed grants were closed

project substantially more challenging as several

and assessed and if we measure success through

implementing agencies had to work together

disbursement, which we all tend to do, we have gone

and coordinate, under the leadership of PEFA

definitively through a low tide. This being said, the

Secretariat. New working habits had to be forged.

period has been extremely productive on the PFM

The preparation process of this project has been

agenda and we are now, in the Fall of 2018, starting to

transformative. It is noteworthy how various

reap the benefits of what has been prepared in the

PFM stakeholders across government were

previous period. I would like to mention specifically:

coming together towards the shared objective of
strengthening the PFM systems and processes in

1. The approval by the Board in March 2018 of

support of the federal transition. The government

the US$ 200M Fiscal and PFM budget support

formalized recently its new modus operandi

operation (DPC) which has strengthened the

in the GoN’s PFM Reform Operation Guideline,

policy dialogue with the Government of Nepal on

2018 an important document which outlines

these issues. In February (13-17), George Addo

how the government would like to go about

Larbi, made his first visit to Nepal after being

implementing PFM reform in the country, the

appointed Bank’s new Governance manager in

role of the Public Financial Management Reform

January and engaged with PFM MDTF partners

Steering Committee (PFMRSC), chaired by Finance

on this important operation and its link to

Secretary and co-chaired by Revenue Secretary, as

MDTF-funded technical assistance and the

well as the role of PEFA Secretariat and the related

wider governance agenda. This operation has

PEFA Implementation units at federal, provincial

demonstrated the willingness of the government

and district levels. This is the framework any

to take important decisions to strengthen the

agency willing to be involved in PFM would have

enabling environment for the fiscal federalism

to follow.

transition. A follow on operation (DPC2) is under
preparation and MDTF donor partners have

3. The government, with support from DFID and

already been associated and will be updated

USAID, has started to develop a budgeting,

regularly.

accounting and recording IT system as a stop-gap
measure to ensure adequate financial reporting

2. The US$18 M Integrated PFM Reform Project
(IPFMRP) has been successfully negotiated with

SuTRA. The design of the system covers basic

the Government and approved by the Bank’s

functions and its roll-out, though rapid, is far from

regional Vice-President in June. This is as you

complete and consistent. The full deployment

know the result of a long process. This project

of this provisional but indispensable tool is a

marks a turning point in the (already quite long)

government priority for the coming months. PFM

history of our joint undertaking in support of PFM

MDTF stands ready to provide additional support

reform in Nepal. It is the first time that a project

if needed.

of this magnitude is being prepared with the

iv

of sub-national governments. The system is called
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The PEFA framework (www.pefa.org) has been

We bid farewell to Cory (Richard) from USAID and

based at the start of century on what was called the

Christian from the EU in June and wished them the

“strengthened approach” which was capturing good

best for their future undertakings.

practice in PFM reform. The Strengthened Approach
has three components (i) a country led PFM reform

Faris Hadad-Zervos is the Bank’s new country

strategy and action plan, (ii) a coordinated IFI-donor

manager since May 2018. He is looking forward to

integrated, multi-year program of PFM work that

chairing the next PCC meeting.

supports and is aligned with the government’s PFM
reform strategy and, (iii) a shared information pool.
The first component has recently improved quite a
lot as mentioned above, even if the efforts will have
to be amplified and continued. The Performance
Measurement Framework (PEFA) was designed to
achieve the third objective and we know in Nepal,
the crucial role played by the PEFA framework in
creating a joint partnership between government
and donors around a common understanding of
the PFM status and priorities. It might be time to
discuss the opportunity to use again the assessment
framework in its new version (2016) in Nepal now
that the country is entering a new phase with a
substantial revamp of its PFM systems. On donor
coordination and alignment, the second component
of the strengthened approach, the creation of PFM
MDTF in 2010 and its recent extension to 2022 is a
major step forward. In view of the challenges ahead
and the willingness of government to strengthen its

Franck Bessette
Program Manager, Nepal PFM MDTF

coherence and coordination, now is not a good time
to lose faith in the virtues of partnership.
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The MDTF Phase II
Figure 1: MDTF Components

MDTF Components

Component 1

Component 2

Component 3

Component 4

Strengthening
PFM Systems

Increased
professional
capacity of
Key PFM
stakeholders

Enhancing
Accountability
in Public
Financial
Management

Program
Management and
Administration

Partners
- Ministry of 		
Finance
- National Planing
Commisiion
- Financial 		
Comptroller 		
General Office
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- Civil Society 		
Organizations		
(CSOs)
- Public Accounts
Committee
- Transparency
International
- Office of the
Auditor General

- Ministry of 		
Finance
- National Planing
Commisiion
- Line Ministries
- Development 		
Partners

- Program 		
Coordination 		
Committee

Integrated Public Financial Management Reform Project (IPFMRP)
We successfully negotiated MDTF IPFMRP project on June 18 at the MoF. Mr. Shreekrishna Nepal, Joint Secretary, IECCD, MoF,
led the government delegation while Franck Bessette, Program Manager led the delegation from the Bank side.
Find table below showing how IPFMRP links to the MDTF results indicators.
MDTF results indicators

Execution rate of the capital
budget reaches 50% at the
end of the second trimester
and 90% at the end of the
year

Enhanced efficiency and
integration of core financial IT
systems is evidenced

Strengthened OAG capacity
to deliver on its mandate in
compliance with ISSAI

Increased involvement of
relevant Parliamentary
committees and oversight
bodies in the budget process
in acting on OAG report and
assessing public expenditure
quality and impact

IPFMRP results indicators

IPFMRP Activities

Simplified, updated guidelines
on project screening, appraisal
and prioritization implemented
in pilot subsectors

(a) strengthening guidelines and processes on capital project screening,
appraisal and prioritization by simplifying the existing guidelines and
introducing sector and scale specific guidelines; (b) targeted capacity
building to implement the revised guidelines in NPC and selected large
spending ministries with large capital investment budgets; (c) supporting
the NPC in the preparation of data structures for an integrated database
and (c) facilitating the collection of data on physical and financial
progress of capital projects for selected subsectors with large capital
spending; and (d) improve the budget ceiling setting process;

Integrated project monitoring
database prepared and
implemented in two pilot
ministries

IFMIS developed and pilot
tested

(a) review the entire PFM IT architecture and develop a road map
towards establishing an integrated financial management information
system (IFMIS), underpinned by the review; (b) support the
implementation of this road map to develop an IFMIS and pilot test in a
couple of sites,; (c) train end users on manuals, procedures and systems;
(d) provide ongoing technical support; (e) improve IT security systems;
(f) develop IT policies and a sustainability plan; (g) acquire hardware,
including servers, to enhance the primary and secondary data center
operations, disaster recovery, and network connectivity; (h) consolidate
the TSA architecture across the tiers of government; and (i) introduce
reporting tools and support the use of fiscal
information by decision makers and the citizens.

ISSAI Compliant Financial
Audits

(a) update manuals and guidelines to strengthen audit planning,
execution and reporting and quality assurance; (b) to set up a Center of
Excellence for continuous training of auditors; (c) build the IT policies and
functions of OAGN that ensures the sustainability of NAMs; (d) enhance
the capacity of federal level auditors on the use of Computer Assisted
Auditing Techniques (CAAT); and (e) expand the use of NAMs and CAATs
in provincial audit offices.

Existence of effective audit
follow up
(a) dedicated on the job training will be provided to PAC; (b) training
Number of citizen-participatory courses will be specially designed to PAC members and the secretariat.
performance audits completed
and reported to PAC
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Increased capacity of PEFA
Secretariat to design, manage
and coordinate PFM reform
A critical number of staff
received internationally
accredited diploma in PFM
(30 per year over 5 years)

An institutional set up for
sustainable PFM training
established

(a) PFM training capacity will be enhanced to deliver courses. A training
needs assessment will be carried out and implemented; (b) Dedicated
training to the PEFA secretariat staff will be provided to enhance PFM
skills and project management skills.

-

An assessment to be carried out to identify the steps required to: (a)
strengthen the taxation institutions and systems; (b) enhance
transparency and effectiveness of tax assessments and tax collection; (c)
improve communication to tax payers; and (d) enhance tax investigation.
As part of the study, the legal framework will also be revisited and
expanding the use of IT systems for revenue administration will be
explored.

Capacity building institutions
in Nepal have strengthened
capacity to deliver high
quality professional
development and training

Revenue collection and tax
administration improved
resulted in improved scores

Increased transparency and
citizen participation in the
budget process
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A citizen’s engagement
strategy is prepared and
implemented as per proposed
sequence
Number of districts in which
innovations such as mobile
technology, GIS and CPA are
tested

Prepare and implement ‘Citizens engagement in PFM reforms’ strategy
identifying entry points is prepared and implemented.

Component Four: Program Management and Administration
Program Coordination Committee (PCC)
Meeting

Technical Review Meeting
In the technical review meeting held on June 28

A PCC meeting was held on March 23, chaired by

Franck started the meeting by announcing the

Bigyan Pradhan, Acting Country Manager, World

successful negotiation and signing of the Integrated

Bank and Kewal Prasad Bhandari, Joint Secretary

Public Financial Management Reform Project

and Chief IECCD, Ministry of Finance. All MDTF

(IPFMRP) on June 18. Mr. Shreeram Nepal, IECCD

partners were present at the meeting including

Head, led the government delegation while

Swiss Ambassador H.E. Elisabeth Von Capeller. Mr.

Franck headed the WB delegation. As much as it is

Bhandari (IECCD) requested Donors to support the

encouraging to note the start of the project, we

GoN to establish efficient administrative systems

cannot undermine the challenges in implementation

for all levels in the federal structure. He also talked

and coordination. Exit of key people in GoN side

about various fragmented systems within the GoN

remains a key hurdle. However, stability in both

and the challenges to integrate them mentioning Sub

PPMO and OAG offices should help move the

National Treasury Regulatory Application (SuTRA)

project forward quickly. We expect disbursement

and Management Action Records system (MARS)

under the procurement project soon. The next

as examples. Mr. Bhandari requested the Bank to

implementation supervision mission might take place

negotiate the Integrated Public Financial Management

around September or a bit later. All members in the

Reform Project (IPFMRP) project as soon as possible.

meeting were happy to note this.

Franck mentioned that IPFMRP have used available
funding of 18 million USD$. If more resources
become available for phase 2 of the MDTF, and if the
government can demonstrate active implementation
of IPFMRP, these resources could be used to fund
activities that had to be left out from the initial
project.
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NEPAL PUBLIC FINANCIAL MANAGEMENT MULTI-DONOR
TRUST FUND (PFM MDTF)
Field Trip

May 21- 25 (Surkhet, Dailekh, Nepalgunj)
Karnali Pradesh and Province 5

Pic 1. Team with the Deputy Mayor of Narayn Nagarpalika in Dailekh

5

In a joint field trip to Province 5 and

phase and is in the process of co-financing

Karnali Province, the Nepal Public Financial

Integrated PFM Project (US $18 million) to

Management Multi Donor Trust Fund (PFM

support the transition to Federalism from a

MDTF) team noted that while the newly

PFM point of view, through the strengthening of

established local governments face challenges

budgeting, accounting, reporting, procurement

in resource management, they are enthusiastic

and audit systems in a coherent fashion across

about future resource allocation, revenue

the three levels of government and by focusing

generation, and maintaining accountability

on training of PFM staff. The field trip was an

towards citizens. The MDTF, established in

attempt to grasp the realities of the ground,

2010 to support the GoN’s Public Financial

especially in regard to the transition into

Management (PFM) agenda, is now in its second

federalism.
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Key Findings:

greatly benefit from support by the Federal
Government on strengthening these aspects.

Challenges of resource constraints was clearly

Considering that significant portion of the

visible in all the municipalities and rural

country’s budget (around 32%) will now be

municipalities that we visited. We also visited

executed by SNGs, due consideration is

District Treasury Controllers office (DTCO) in

required on accelerating the momentum of this

both provinces. Overall, despite lack of clarity

support.

on roles with ongoing formulation of both
federal and sub-national policies and significant

Future:

capacity constraints, all the offices are trying
to function in the best manner that they can.

The (18M$) Integrated PFM Reform Project co-

There is enthusiasm in municipalities on finding

financed by the MDTF and the government of

ways on revenue generation. There is a lot

Nepal’s budget will be negotiated in June and

of internal thinking going on in terms of how

will support the transition to Federalism from

local governments can be more accountable

a PFM point of view, through the strengthening

to citizens. We were all happy to note these

of budgeting, accounting, internal controls,

positive aspects.

reporting, procurement and audit systems in a
coherent fashion across the three levels of

To support SNGs in discharging their functions

government and by focusing on capacity

effectively, the swift action of Federal

building of PFM staff. Regular interactions

Government in terms of enacting Federal laws

with local and provincial entities will

and deploying adequate capacity in SNGs is

allow development partners to monitor

much needed. As budgeting and planning,

implementation of the project and adapt the

funds management, internal controls and

support provided by the MDTF to the realities of

reporting are areas of concern, SNGs will also

the transition to federalism.

Pic 2: team interacting with Kismat Kumar Kakshapati, Khajura Rural Municipality Chair
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Other Events

An interaction program on “Role of

The Institute of Chartered Accountants of

Professionals on PFM” Feb 2, 2018

Nepal (ICAN) jointly with PEFA Secretariat
is organizing International Public-Sector

ICAN and PEFA Secretariat organized an

Conference on &quot;Public Sector Financial

interaction program on “Role of Professionals

Management –Enhanced Accountability and

on PFM” on Feb 2 where donors were invited.

Transparency&quot; in association with CAPA

This interaction program was organized to

coinciding with CAPA events in Nepal. This

figure out the possible ways of using the

International Conference will be attended by

expertise of finance professionals with the

the participants from CAPA Member Bodies,

objectives of better resource utilization and

representatives of Government and Business

effective service delivery of public sector of

organizations, ICAN Members and Development

Nepal. This program discussed the role of

Partners where internationally renowned

qualified professionals and nationals and

personalities will present their papers on the

international professional organization for

following topics;

standardizations and improvisations of the
PFM systems and processes in Nepal. Key

a.

System

responsible GoN agencies such as MoF, OAG
and PEFA Sec and the assisting professional

b.
c.

Strengthening Audit Function in Public
Sector

are willing to discuss using professional capacity
of such national and international agencies.

PSFM Challenges and Way Forward in 		
Federal Structure

accounting bodies like the ICAN, Accounting
standard board and Auditing Standard board

Integrated Financial Management 		

d.

PFM Governance and Practices – 		
Country Experiences

Conference on Public Sector Financial
Management– Enhanced Accountability and

Extension of Nepal-Support for Fiscal

Transparency May 12, 2018

Management (TA)

An International Public-Sector Conference on

The closing date for Bank executed TF was

Public Sector Financial Management– Enhanced

extended by a year (TF0A3254) from June 30,

Accountability and Transparency was jointly

2018 till June 30, 2019. Roshan is the Task team

organized by ICAN and PEFA Sec in association

leader for this and strategically, his intention

with CAPA on May 12.

was to save the TF money for any immediate
funding needs by the government, as we
engage with them on federalism.
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PART II

FINANCIAL REPORT
As of June 30, 2018, the total pledged amount to PFM MDTF by its six donors was US$ 20.95 million (Table 1). Subsequently,
the Trust Fund account TF072582 parallel to the original TF071617 was created to accommodate the new contribution.
Current deposits - meaning funds received by the MDTF Administrator - stand at US$ 29.76 million, with the balance of
pledged funds to be paid into the MDTF account, administered by the World Bank, as per the Administration Agreements.
The total disbursement as of June 30, 2018 is USD 15.53 million (about 98% of total fund receipt). For the further details refer
to (Table 2)

Table 1: Donor Contribution to MDTF as of June 30, 2018
Trustee Account: TF071617
Currency

Amt in
Country
Currency

Eqv.
USD

Paid in
Country
Currenncy

Eqv.
USD

Unpaid
in Country
Currency

Eqv.
USD

Australia-Department of Foreign Affairs
and Trade

AUD

2.85

2.99

2.85

2.99

.0

.0

EU-Commission of the European
Communities

EUR

4.50

5.62

4.50

5.62

.0

.0

Norway - Ministry of Foreign Affairs

NOK

15.0

2.62

15.0

2.62

.0

.0

Swiss State Secretariat for Economic
Affairs (SECO)

CHF

3.0

3.07

3.0

3.07

.0

.0

United Kingdom - DFID

GBP

3.50

5.57

3.50

5.57

.0

.0

Embassy of Denmark

DKK

2.00

0.38

2.00

0.38

.0

.0

United States Agency for International
Development (USAID)

USD

.71

.71

.71

.71

.0

.0

Customer Name

Sub Total

20.96

.0

20.96

Trustee Account: TF072582
Currency

Amt in
Country
Currency

Amount
in USD

Paid in
Country
Currenncy

Paid in
USD

Unpaid
in Country
Currency

Unpaid
in USD

Australia-Department of Foreign Affairs
and Trade

AUD

2.80

2.02

2.80

2.02

.0

.0

EU-Commission of the European
Communities

EUR

3.0

3.37

3.0

3.37

.0

.0

Norway - Ministry of Foreign Affairs

NOK

34.0

4.29

13.0

1.57

21.0

2.51

United Kingdom - DFID

GBP

3.0

3.93

0.9

1.24

2.10

2.69

United States Agency for International
Development (USAID)

USD

0.60

0.60

0.60

0.60

.0

.0

Customer Name

Sub Total

14.21

8.8

5.20

GRAND TOTAL

35.17

29.76

5.20
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Nepal PFM MDTF Financial Status
Table 2: Disbursements as of June 30, 2018
Trustee
TF

Grant
Closing
Date

Grant Amount

Disbursements

%
Disbursement

Fund
Balance

Commitments

Available
Balance

Preparation, appraisal,
supervision, monitoring,
reporting costs of
Strengthening PFM Systems

9/30/2021

551,574.17

549,079.94

100%

2,494.23

-

2,494.23

P121853

Program Management and
Administration Costs.

9/30/2021

838,313.37

753,034.62

90%

85,278.75

7,791.32

77,487.43

TF012668

P125770

NLTA under the SPFM Project
to Govt of Nepal

1/31/2022

500,000.00

483,056.15

97%

16,943.85

-

16,943.85

TF0A3254

P157724

Nepal-Support for Fiscal
Management (TA)

6/30/2019

450,000.00

340,8896.75

76%

109,103.25

2,410.76

106,692.49

2,339,887.54

2,126,067.46

213,820.08

10,202.08

203,618.00

Grant
Number

Project
ID

TF010454

P125770

TF010623

TF071716

Grant Name

ACTIVE TFs

TF010452

P125770

Strengthening Public Financial
Management (PFM) System
(Treasury System, Financial
Reporting and PFM Capacity
Building)

6/30/2016

4,242,311.23

4,242,311.23

100%

-

-

-

TF010455

P127040

Strengthening the Office of
the Auditor General Project

6/30/2016

2,219,468.89

2,219,468.89

100%

-

-

-

P127040

PREPARATION AND
SUPERVISION COSTS OF
STRENGTHENING OFFICE
OF THE AUDITOR GENERAL
PROJECT

6/30/2016

218,757.49

218,757.49

100%

-

-

-

TF012485

P131860

Strengthening Civil Society
Organisations’ use of Social
Accountability to improve
Public Financial Management
in Nepal

9/30/2014

800,000.00

800,000.00

100%

-

-

-

TF012492

P131381

NP ED PETS

12/31/2014

148,346.99

148,346.99

100%

-

-

-

TF012524

P131860

Strengthening Civil Society
Organisations’ Use of Social
Accountability to Improve
Public Financial Management
in Nepal

11/30/2015

699,283.48

699,283.48

100%

-

-

-

TF013011

P132738

Operational Risk Assessment
of PFM reform in Nepal

6/30/2013

199,983.75

199,983.75

100%

-

-

-

TF015354

P145814

Nepal: Strengthening
Budgeting Process

6/30/2016

701,591.45

701,591.45

100%

-

-

-

TF017673

P147582

Nepal ROSC A&A

6/30/2015

7,720.19

7,720.19

100%

-

-

-

TF0A0369

P153514

Strengthening Civil Society
Organizations’ use of Social
Accountability to improve
PFM in Nepal 2

12/31/2016

923,734.12

923,734.12

100%

-

-

-

TF0A0370

P153514

Strengthening Civil Society
Organizations’ use of Social
Accountability to improve
PFM in Nepal 2

12/31/2017

550,000.00

547,921.69

100%

9,280.49

7,202.18

2,078.31

TF0A1065

P154401

Nepal : Strengthening Public
Financial Management II

7/31/2017

3,680,000.00

3,680,000.00

100%

539,244.35

539,244.35

-

TF010482

TF072582

CLOSED TFs

10,161,197.59

10,161,197.59

100%

548,524.84

546,446.53

2,078.31

TOTAL

12,501,085.13

12,287,265.05

98%

762,344.92

556,648.61

205,696.31

762,344.92

556,648.61

205,696.31

Admin Fee

419,156.69

Unallocated Balance

8,037,592.47

TOTAL COMMITMENT of
Trustee TF071617

20,957,834.29

Nepal Public Financial Management Support Multi
Donor Trust Fund (successor of TF071617)
Admin Fee
Unallocated Balance
GRAND TOTAL

Note:

9

7/30/2021

10,200,000.00

0

0
10,200,000.00
31,157,834.29

12,287,265.05

The total paid in contributions from DPs is USD 31,157,834.29. Investment Income till this period is  USD 436,717.18 is not
included in the above table.
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Figure 2: Activity-wise Allocation and Disbursement

P125770

100%

P121853

90%

P125770

97%

P153514

100%

P154401

100%

P157724

76%

P125770

100%

P127040

100%

P127040

100%

P131860

100%

P131381

100%

P131860

100%

P132738

100%

P145814

100%

P147582

100%

P153514

100%

Allocated Amount

Disbursement
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MDTF Contact Person
Shraddha Shah
Operation Analyst
Email: sshah5@worldbank.org

Franck Bessette
Program Manager
Email: fbessette@worldbank.org

Governance
The World Bank
Tel.: 4226792
www.mdtfpfm.org.np
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