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The Mini:;try of Federal Affairs and Local Developrnent has organized the | ' Sub-National Advisol'y

Corunitte,: meeting on 17 March 2016 under the chair of Mr. Reshrr, i Raj Pandey, Joint Secretary,National

pr.ogrammie Director to discuss progress status of I,GCDP II, financial slatus, Programme Recruittnent

Facility, 14id-Term Review of LGCDP II and Fiduciary Risks I{eduction Action Plan. Key highlights,

discussiott points and decisions are given below'

helcome nema.is 
'- .

Mr. Restuni Raj Pandey welcomed pafticipants and reporled that LGCDP lI is running smoothly in line

with the A.nnual Strategic lmplementation Plan 2015116. Mr Pandey also infotmed that LGCDP is currently

in a difficr-rlt position due to funding crisis.

Moving fbrward, he highlighted imporlant achievements such as contracts awarded to construct 71

temporiry VDC buildings, vacancy announcements for the post of Programme Officers at DDCs &

trrtunicipalities and formation of local bodies restructuring Commission. He underlined that MoFALD has

achieved ,42.8 % progress in financial area during the last two trimesters, despite blockade and unrest in

Terai region. lt was informed that due to inadequate budget for 201.5116, Annual Strategic Implementation

plarr relq.uired revision. Also, National Reconstruction Authority has authorized MoFALD for

reconstruction of permanent VDC permanent buildings.

Opqning Rcmarks by Dl, Chair-lVlr. Dicpak Elmcr, Dcpuly Ilead of N{ission, Embassy of
Switzerland in Nepal

-Ihe Dp Cthair o1 behalf of development pa(ners appreciated efforls of MoFALD and expressed solidarity

to the gol,ernment on its efforts toitrengthen decentralization and local governance in the difficult political

transition. 'fhe commitment was furlher reiterated wilh the meeting of development partners in Dhulikhel

for rwo days that came up with 'Dhulikhel Declaration' on strengthening local governance reform in Nepal'
'l'he meeting agreed in supporling GoN roadmap to irnplemenl federalism as per the spirit of new

con;titution in a more coordinated way and thercfore urged 1hc government 1o take lead in the process.

Fuflhermrtre, the DP chair congratulated GoN for commissioning Mid "fenn Review of LGCDP while

ackrowledgipg budget deficit for the programmc which will have implication to the ASIP of rhis as well

the next hical year. The issue has been noted wcll by DPs and has had rigolous discussion around it'

Ne'eftheless, it was obvious that the ASIP activilies cannot be fLrlly implemented for the last fiscal year,

owrring notjust to the fund shortage but also bccause aclivities are not relevant in the changed context.

'l-huLs, bps uiged GoN to prioritize activitics for the last fiscal year, those that are key for local governance

refc,rm. ln addition, Dp chair also welcomed thc CoN decision to establish local bodies restructuring

commissior-r as per new constitutior-r, thcreby gainirrg wider political corrsensus and accomplish its tasks in

stipulated time.

On the orther hand, the DP chair also highlighted the slow progress on temporary VDC shelter with less

spe,nding of Livelihood improvenrelrt Programrne (LIP) budgel to CAC members in some districts'

plan"
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Finally, DPs acknowledged that LGCDP is a well-designed programme both in terms of Donor
harnronizalion and supporting decentralization process and appreciated MoFALD's commitment to supporl
the programme while reiterating DPs cornmitment to supporl in the future as well.

Progress iStatus
Mr. Eshor Raj Poudel, National Programme Manager highlighted the status of previous NAG decisiqns,

FMR, budget deficit, ASIP revision and proposed budget options for 201612017, PRF status and Mid Term
Review wlhich is giyen !,qloy,t. sr
Most of the NAC decisions are complied with are listed below:
o 'lo prepare all necessary acts, rules and regulations on revenue administration and sharing at all the

level of the government from sub-national to national, consultants are on board and drafting process

initiated
o Separate sub output focusing on Municipal development formed and functional under the chail of

section Chief- Municipal Management section (Ka.)

o CFLG National Steering Committee meeting complied with the sub-NAC decision to revise the CFLG

declaration target for districts and Municipalities/ VDCs as per the recommendation.

. 'fask lleam constituted and functional under the leadership ofFederal Affairs Section chiefto revise the

output 8 and 9 in the light of new Constitution of Nepal in relation to federalization/decentraliza\ion

and the new commissions.

o FRRAP Task Force under the leadership of Joint Secretary Planning and Foreign Aid Coordinatrion

Division formed to revise FRRAP and prepared the final draft reporl and shared with all stakeholders.

l. Physical Progress
. 510 LSPs have been contracted to facilitate the social mobilization aLctivities at local level.

o '75o/o WCF have replaced % members a:; provisioned in SM Manual 11071

r A totai of 12, 158 WCFs have been categorized, of which 7 6 Yo are under Cat A & B.
o 2817 new CACs formed against the target of 5000 CACs, with this the number of CACs

reached to 1326 (219,180 rnembers)
. UCPA conducted in 19.903 wards of 2803 VDCs and 1796 settlernent of 1413 wards of [91

Municipalities.
. 15 CACs federated into cooperative.
. 66 CSOs'249 staffs parlicipated in refresher training
. Compliance monitoring in 75 districls, l9TMunicipalities and 2073 VDCs
. All LDOs and Executive Officers participated in complianc. rrrenil6rt'ing.

o Planning, Morritoring and Adnrin. Officers, Social Development Officers and DGEs and UGEs

participated in compliance monitoring, oversight and grievance redressal issues.

. Draft reporl on the study of LBs equalization fomula based on geographical location and

revenue optimization prepared.
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Oui of the iotal 159 new municipalities, orientation on MCPM
completed.

for 73

Draft report on the study of institutional arrangement for intergovernmental transfer in Nepal

(LBFC restructure to assume responsibility for fiscal federalism) prepared.

ToR prepared and circulated on Natural Resource Commission coin sided with the Fiscal

Commission
Roll out of VDC Accounting Software:
1196 VDCs have software and more than 1500 staff have been trained,217 VDCs have been

using the software, refresher training is going on,

DDC FAMP and AORTS:

Provided training for 15 DDCs' internal auditors using own sources,

Assessment of audit suggestion of 15 DDCs stafted,

LBFAR & PEFA:
Draft of Charls of Accounts & financial reporting template is in final stage,

Support to promote model PFM initiatives and institutions in two districts initiated,

Financial Compliance Monitoring:
Financial Compliance Monitoring completed in 5 DDCs, 9 municipalities and 5 VDCs based

on 6 thematic areas,

Local PEFA Reporl
Draft report shared with all stakeholder

MoFALD to finalize and forward the report to PEFA secretariat

LDOs and Eos (234) pznticipated in 7 days orientation on Local Govemance.

3648 Local bodies staff and 6454 stakeholders (LAs, NGOs, Political Parties) participated in

trainings (Periodic/Ir4aster Plan, Results Based Planning, Cross-cutting issues: CFLG, GESI,

EFLG and DRR, DPMAS, web-based reporling and MIS, cost effective housing, and

Monitoring & Evaluation, MCPM).
1458 offrcials of LBs trained on ICT.
138 VDCs, 18 Municipalities and 22DDCs introduced Performance Contract for their staff.

58 Municipalities and 53 DDCs assessed capacity development needs and updated the existing

CD plan as per the national CD strategy.

23 quality labs are in operational and proving services to LBs'

Draft WASH Approach Manual for LBs and Training Manual on Local Infrastructure

Development Works prepared.

67 municipalities prepared draft MTMP.
Training manual on VERSP prepared and 46local staffs trained.

MoU signed with Cer-rtral Bureau of Statics for initiating National Survey on Vital Event

Registration.
Community Mediation Program implemented in 25 DDCs (in each district, CM centre

established in 3 VDCs and one Municipality).
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. Municipality staff trained on building code and building by-laws ( 56 municipalities engineers)

c 26 Municipalities have irnplemented building code.

. 9 additional Districl Periodical Plan prepared and assep5:d quality,

)
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3. Financia!-hisbUshts
Financial progress of LGCDP II during the second tri stands aI42.8o/o.

SPNTP- 62%o reduction

e endorsed bv uncomir e NAC

i-2017

A is USD 4.5 millic

- Can support output 1 in 75 districts + 50% of C
rOption 3: Available budget in JFA + SPMP + supf

t.in total USD 25 mil)
- Can supporl output 1, output 2 and output 4

Option 4: If additional funds made available by JF

"2016t11- r\ll the 9 outputs can be supported in line with i

1

P) for 30 districts
;PMP (USD 13.I mil) :
iOs under output 2

rft from aligned progarn

\ DPs to meet requirem

IP

7

t
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rpment offlrcer in DDCs

es - Examination sched
: the aoolication due to
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ges

fl Ilndafe on temnorarv VDC buildins construc on as of25
'71 contract awarded, 107 issued tender notice out of 78 VDCs.r
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Key Dis.cussions and C'gmmc-4!g,

Discussiort on the status of NAC decisions

Norg11

o Dr:velop roadmap for internalizalion of federalism. It necds to be shared with all parlicipants for.
cc,mments. Meantime, the whole plan needs to be linked and coordinated with the Prime Minister's

office.
n It was reported that a template has been prepared; will it be sufficient to fully assess the last minute

disbursement. Has it been shared with local bodies?
o It was informed that the targeted budget utilization is included in the result based monitoring. The

reporl should be nrade available in each Sub NAC.
n Rr:garding challenges and issues highlighted in each output groups, it would also be appreciated to .

also highlight how the ministry is planning interventions to mitigate those challenges. Energy

related demands should also be created from WCFs and CACs included in Output 1

GlVr,Meeting of the align partners regularly to develop a uniform reporling without providing additional

burden to the existing system.

UND-P:
. Preparation of a position paper along with a roadmap on federalization was one of the key

decisions of the NAC meeting. Inter-ministerial coordination is vital in the preparation of such

position paper and other preparatory works including formulation of rules and regulations to :

surpport the revenue system in the new federal structure.

. The credibility of the performance contract arrangement might be in risk to extend the performance

contracting with the VDC secretaries without documenting what have been the issues and lessons '

learnt from the contracting with the LDOs and executive officers'
. \\Iithout knowingthe overall picture, includingthe structure and functions of the local governrnent

u1its, it would be challenging to staft working on the staffing structures at the local level. It is

iniporlant that LGCDP respond to the need of the Local Level Restructuring Commission as the

Comrnission will lay the ground work for future local governance'

. Tlhere is an urgent need to realign the Outpul 9- to be responsive to the changing political scenario.

UNICEF__- Under output 1, budget was embarked to spend NPR 6000 in each VDCs and NPR 3000 in

ea"t' runi"ipality to consult childien. It is imporlant to highlight achievements in this platform.

UNW:n:
.Progressesrepoftsshouldbeup1oadedtothewebsitetomakeitmoreaccessibleandinformative.
r LINWomen has supporled LGCDP via TA. UNWomen has conducted activities such as Gender

R.esponsive Budget orientation to LDOs. IiOs, planning officers in all 75 districts. It has not been '

rr:corded because there is no process l'or it.
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Regarding CLFG roll out strategies, meetings held with civil societies on how to streamline activities and

funding arrangement. Meeting to be held with Sectoral rninistries within couple of weeks.

It was highlighted that on revenue side, a separate natural resource and fiscal commission will be formed.

There sho,uld be some soft of understanding between MoFALD, MoF and the Commission. .

perlbrmance contract impact: LDOs have to submit their progress repoft as per the scores based on self-

u*.*,t A*ing the ministry's review workshop. Any suspicion, ministry will intervene. Thus, it has

been mainstreamed in the system.

The rninistry will support in the restructuring process depending on the budget.

Align parlner repofling ternplate has been developed and will be shared.

Norry Is option 3 principally discussed and agreed within VopAfOZ Ifio, can it Ue tne principal to

stand on tlhe future as well and can form a basis for next phase of LGCDP.

UNDCI': ppSF ds are linked. Revision of the result and resource framework. Some of the activities are

utro tint.a with ppSF fulds. ln this regard, how the selection and prioritization of activities within the

outputs groups are made? The result and resource framework suggests prioritizing activities based on

targets to be achieved.

NpD: Thrl Ministry is opento additional budget if there are no other options. However, the management

would likr: to hear opinion and options from other donors.

De'mark; Govemment of Denmark will plovide additional USD 4million 1o the programme for this

fr**;uf :f"ur. The money was oliginally pledged for the reconstruction of municipality building.

NpD: Regarding ADB 30 million under the second tranche under SPMP, there are 13 conditions' Most

difflcult condition is the Medium Term Budgetary Framework (MTBF). Discussions are ongoing with the

Ministry of Finance and National Planning Conrmission alongside ADB officials. MoF has asked the

rnanagement to follow NPC preserrt guideline on 3-year expenditure system.

, Nonvay: The Government of Norway acknowledges current programme difficulty and is exploring the

situation. However, there is no commitment ye1.

DFXD: I1 principal, DFID is supportive of providing additional funding/resources. However, not in a

, p*itio" to take a decision at the moment. It will atso be dependent on couple of things, such as MTR

ieport, lik:ely announcement of local election and a choice between initial indicative commitment between

VDC reconstruction and LGCDP.

USAID 'sajhedhari' has 18 months left 1'or the

targeted 'r'DCq,_$o,weve_1, thg Prog me is open

cts for
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constraint; oi Sij dtierieikas.

SDC! As .for the position of Switzerland, in the light of significant budget cut received, SDC will not likely

be able to contribute fund additional for the remaining of the programme.

: Option 1 to 4 is not the only options available. There are othel options that must be explored as well. SPMP

budget m:ry or may not come through. The most feasible options would be to implement all output as

planned"

NpD_l Ther GoN budget ceiling for the next FY has been curlailed due to blockade and eafthquake.

Norway: Proposed to rework the options in a srnall team and explore different possibilities. Also, discuss

these issur:s alongside a draft skeleton of ASIP"

Norway:

. Proglamme officer's recluitrnenl process should be onboard by 31" Malch. Thc date could not

have postponed. For lhose that are still to mccl the deadlirrc there needs to have a mechanisnt to

fc'llow up so that it is fulfilled on time.
. FIIRAP: Meeting to be held soon in ple sellcc of the new secretary"

Li.\lDp: Donor padners would like to hear issues around hiring difficulties regarding PRF so that the

conrrnittcr: is aware atrd necessary actiotl can be taken'

NpD: Out of 342 vacancies, 32 nrunicipalities cor-rld uot receive the applicatiou due to internal pt'oblems.

So"" of thenr have stated that hiling extelral stalls will interltre witli local bodies' self-governance

ploc)ess. I\4inistry is having internall,v discussion on tackling the situation and take appropriate actions.

C.losins FLemarks:

DFID: Vtr. Bishnu Adhikari mentioned that there seems to be three funding scenario for next year's

bud,get- i) US$ 4.6 million from this year savings along with US$ 4 million commitment made by

Denmark, ii) Denmark commitment and potentiat US$ 13.1 million from SPMP iii) complete US$ 30

million. Would it be possible to prepare three scenarios funding for next year along with work plan?

During the time of negotiation, might able to further confirm other funding. Or, by the next NAC meeting

agr('e on a funding option.

The other point is that continuation of LGCDP with contribution of ADB via SPMP is vital as PFM is the

core actiyiiy. Without the performance improvement in the financial arrangement at the local level, the

programme accomplishment will be futile. Irrespective of SPMP additional funding, GoN should allocate

iom.e additional resources so that some of the core PFM activities could be retain for next year even if at

the cost ofother activities.

Finally, there may be sufficient physical condition to fulfill the tranche condition'

together necessary evidence and documentation to meet the tranche conditionr. --V,
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Nfnr Vtr. nirt*l Raj'itndey tirunt"a partiiipants for their active participation and valuable'.ugg"JiO"i.
Mr. Pandey mentioned that MoFALD will explore additional government budget that can be mpde

available Ibr LGCDP in discussion with Planning and Foreign Aid Coordination Division of MoFALD for
2016117. The role of CACs/WCFs and VDCs secretaries have been instrumental in supportling

communities and iocal bodies during major events such as the recent earthquake and social campaigns

which has been recognized by line agencies and policy makers alike; thus more power is b-Qing

decentrali:red to the local level. Therefore, it is vital to continue the support for WCFs and CACs.

DSSlstonsL
,, Form task force to explore different possibilities on budget options for the FY 2016111

" Prepare draft ASIP 2016117 with budget options.

o Form task team headed by DP chair comprising representatives from lIN, MoFALD, DFID,

Norway and Denmark to explore additional fund for 2016117.

Participants List:

1" Vlr. Reshmi Raj PandeY
I

Z" lVlr" Purna Chandra Bhattarai Joint Secretary MoFALD
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