 Annex 2d: NEPAL QUESTION and REPORT MATRIX
 

1. COUNTRY CONTEXT

	Country and aid context
	Country context 

· Nepal is a landlocked country that sits between India and China. With a total area of 147,181 square kilometres, Nepal is made up of three main geographical regions: Mountain, Terai and Hills. Nepal’s total population is approximately 28.6 million with an annual growth of 1.4 per cent. Nepal is a low-income country and ranks 157th among 187 countries in the Human Development Report 2011. Life expectancy at birth is 68.8. Nepal’s Gross Domestic Product (GDP) per capita is USD 642 (MoF 2012). Estimates show that 25.2 per cent of Nepal’s population sit below the national poverty line (MoF 2012).

· In late 2006, a decade-long conflict ended in the country when stakeholders reached the Comprehensive Peace Accord. The political situation has stabilised since the successfully held Constituent Assembly election in 2008. Nepal is currently drafting a new constitution and now functions within the framework of a multi-party republic.
ODA volumes

· 2006-2010 net external aid commitments to Nepal averaged about USD 852.2 million a year (DAC).

· Foreign aid plays an important role in Nepal’s development, accounting for 26 per cent of the national budget. Significant aid flows are also channelled to beneficiaries outside the budget (MoF 2012).

· Although aid to Nepal has steadily increased over the past 12 years, aid dependency – proportion of aid to the total budget - has slowly decreased (MoF 2011).
ODA types and modalities

· Foreign grant assistance to Nepal has gradually increased, while foreign loans have steadily decreased (MoF 2011).
· According to the AMP, grants represent 57 per cent of disbursements, loans standing at 24.3 per cent and technical assistance at 18.5 per cent (MoF 2012). 
· According to the Development Cooperation Report 2012, projects continued to be the most common aid modality comprising of 63.1% of the total support. 

Net ODA (grants + net loans) from all donors to Nepal, 2006-2010
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	Using country systems

· A PEFA assessment was carried out in 2008 to assess Nepal's Public Financial Management (PFM) system in comparison with internationally recognised benchmarks. The PEFA assessment concluded that the fiduciary risk in Nepal continued to be 'high'. Although the budget is considered to be credible and aggregate outputs and revenue are good, the Nepalese PFM system is not adequately comprehensive or transparent and budget execution lacks predictability and control. Since the PEFA assessment, the Government of Nepal (GoN) has formulated a PFM Reform Program Strategy Phase 1 (2010-13) to improve institutional and technical aspects of PFM reform (PEFA 2008). Donors’ perception of the quality of national systems has remained low. The Development Cooperation Report 2012 shows a slight decrease in the use of national PFM and procurement systems over the past few years (MoF 2012). 
· Donors

· Foreign assistance to Nepal is provided by a diverse group of development partners. The AMP recorded total disbursements amounting to USD 1.08 billion in the 2010/11 fiscal year. Altogether 58 per cent came from multilaterals, 36 per cent from OECD-DAC donors and 6 per cent from non-traditional partners. The wide range of donors is seen as an asset, as the comparative advantage of each donor can be used in a complementary manner. The top five multilaterals for the 2010/11 fiscal year were the World Bank, Asian Development Bank, the United Nations Country Team, the European Union and the Global Fund. The top five bilateral donors were the United Kingdom, Japan, India, the United States of America and Norway (MoF 2012).


2. COMMON CLASSIFICATION

	1.1 Would more comprehensive, more accurate data but in a format that still requires some work to align perfectly, be preferably to how the country receives information currently, in respect of formats, accuracy, timeliness etc. 
	Nepal has greatly improved aid transparency and accountability since rolling out the Aid Management Platform (AMP) in 2010/11. The AMP is an online application that enables the Government of Nepal to better manage and coordinate development assistance. It streamlines the processes for planning, monitoring, coordinating, tracking and reporting foreign aid flows and activities. 

Since the Government of Nepal launched the AMP in 2010, 35 donor agencies and 4 line ministries have been engaged into the aid management process. The AMP led to a localised Development Cooperation Report published in 2012 for the 2010/11 fiscal year. The 2012 Development Cooperation Report accurately recorded USD 1.08 billion of total aid disbursements for the 2010/11 fiscal year. 
The 2012 Development Cooperation Report is the result of a concerted effort by the Government of Nepal to improve management of foreign assistance. There is a concern that head-office driven data provision would disrupt the efforts made thus far to manage country level data through the AMP. In this context, the Government of Nepal expects that the donor-government role in AMP at the country level is not undermined in any way by the proposed IATI initiation.
IATI would require a great deal of technical changes to map the global standard against the local systems. Integrating IATI as it stands (without a common classification or other markers to map to country systems) would require a significant amount of work at country-level and there is concern that local donors would be less willing to assist in local level reporting through the AMP due to duplication of efforts, resulting in lower quality information. The Government of Nepal strongly believes that country context effectiveness should be prioritised over global standardisation. 

	1.2 Would the proposed common classification system enable better / faster / more comprehensive / more efficient translation, alignment and absorption of aid information for budget preparation purposes, budget execution decisions and budget reporting purposes at both or either central and line ministry level? Does it provide a better fit with the country main vote structure than current classifications used by donors?
	The Government of Nepal has ensured that all on-budget development projects are coded as per national standards so that they perfectly match the national budget classification. The Government of Nepal expects that the proposed synergy of a global standard shall not adversely affect the country standard or donor commitment to providing information at country level. 

	1.3 Would the proposed common classification aid parliamentary ex ante and ex post oversight, i.e. by providing an independent flow of information that can be aligned with budget formats by parliament itself?
	Nepal's Parliament already receives budget documents, including aid flows, from the Ministry of Finance. Steps are currently being put into place to give Parliamentarians access to the AMP so that aid flows can be crosschecked with budget documents. 

	1.4 Does the current format and/or process in which aid information is received from donors -- either for the aid management central unit, central budget unit, or line ministry aid management and budget officers – hinder/slow down/render inaccurate its absorption into budget preparation, execution and reporting processes? 
	The current format in which aid information is received from donors at country level is seen as a positive step in budget integration. 
Since the rollout of the AMP, the Government of Nepal has required all donors to provide information into the aid information management system. Budget codes in the AMP are attributed by concerned Ministry of Finance desk officers. This line of accountability ensures that the data input is verified and accurate. Projections provided by donors in AMP can be compared with expenditure estimates provided by Line Ministries. This method of working does not slow down the budget process. 
There are plans to integrate the AMP with the Budget Management Information System (BMIS) and the Financial Management Information System (FMIS). In May 2011, Development Gateway – developers of the AMP – conducted an in-country systems integration assessment to explore the possibility of integrating the AMP with the BMIS and FMIS. The assessment explored the feasibility, the concrete benefits and the technical options for linking the aid management system with the national budgetary and financial management systems. The Ministry of Finance is working at implementing recommendations from the assessment so that donor projections are visible in the budget system and can be compared directly with line ministry estimates.

	1.5 What is the process for converting donor information into country budget information?

1.6 Who converts aid information from the classifications used by the donor (by programme, project, activity) into information for inclusion in budget processes and in budget documentation (eg donors, aid management unit, line ministries, budget office)? 
1.7 When does it occur (how many times in the life time of a project, in the budget cycle?)
1.8 By what process?
1.9 What is the burden on donors?
1.10 What are the problems they experience? How much time does it take? Would this process be assisted if aid information is delivered against the common classification? If donors enter the information, what is their capacity?
	The Ministry of Finance provides a budget code, when a new on-budget project is entered.
For on-budget projects, they are entered by the Ministry of Finance upon signature (donors only update disbursements/planned disbursements). So the Foreign Aid Coordination Division of the Ministry of Finance translates the project document into an AMP factsheet with relevant government classifications.

Planned disbursements from donors are updated every year in the AMP. Indicative financing figures are provided for the next three fiscal years on a rolling basis.
Donors only need to update their indicative financing projections once a year. The burden on donors is minimal. Depending on the number of projects a donor has, this can take between a few minutes and a day per year. This work is undertaken by the AMP focal point for each donor.
Providing estimates that are aligned with Nepal's fiscal year (starting 16 July) can be problematic for donors. Each donor is expected to provide accurate estimates that are aligned to Nepal's fiscal year. Usual predictability issues are encountered by some donors who do not have approved budgets beyond one or two years. 
The Government of Nepal does not see a benefit in having the aid management information delivered against the common classification, as the classification is in country-provided information from the beginning, via the budget code entered by the Ministry of Finance. The Government of Nepal has the capacity to provide a list of on-budget projects with corresponding codes when needed. Aid projections are based on donor information as reflected in the AMP. However, it is important to note that the annual budget is finalised on the basis of a series of discussions between the Ministry of Finance and line ministries. These figures may not be the same as the projected figures in the AMP. 

Off budget aid is reported in AMP. It is entered directly by donors. Because AMP information is used for official publications on ODA, there is a strong incentive for donors to include all their off-budget aid, and initial comparisons with IATI data for DFID indicate that reporting is quite comprehensive.

	1.11 How accurate is the translation? Would the common classification assist in terms of the accuracy of recording aid against the budget?
	The Government of Nepal sees the translation as being accurate as the Ministry of Finance provides the budget code.


2. BUDGET PREPARATION

	Aid Information for Budget Preparation

Quality, processes, roles and rules to provide, distribute and use information, incentives to do so

	COUNTRY AIMS

2.1 Does the country have an aid management information system (in other words, an aid database)? What kind? 

2.2 How long is the current system in place? Why was it started? Who is funding it?


	Prior to 2011, Nepal's aid data was maintained by means of Excel spreadsheets maintained by desk officers. The system was inadequate in responding to the needs of stakeholders and recording disbursement data. It was also not a very effective method of forward planning. These constraints led the Government of Nepal to implement a new aid information management platform. The Government of Nepal has also sought to clarify and revise the rules and requirements regarding provision of aid data.

The Aid Management Platform (AMP) was implemented in early 2011. To effectively implement the AMP, the Government of Nepal is receiving technical assistance from the United Nations Development Programme and financial assistance from Denmark and the United Kingdom. USAID is also expected to provide support in the near future.

	2.3 What classifications (note key segments – sector, location, economic chapter etc) are used in the country AIMS? What country-specific classifications are used?

2.4 Where is it placed?(both institutionally, and where the technology/server is located – assuming web-based)

In terms of software, can it / does it link to the country’s budget / accounting system software?

2.5 What is it being used for in government: what is its main purpose? 

2.6 Has there been any move to link the AMP to the country’s budget / accounting system software? 
	Sectors are in line with budget sectors/functional classification. Nepal uses the IMF's Government Finance Statistics (GFS) classification. 

The AMP is managed by the Foreign Aid Coordination Division (FACD) in the Ministry of Finance. The AMP server is located in the Ministry of Finance. The FACD produces a factsheet for each new project before signing an agreement. 

Locations are provided down to the district level. Nepal also has a number of customised fields such as mode of payment, modality of aid, physical progress, link with national development strategy, counterpart ministry and budget code (see 6. Additional information and References).
The Government of Nepal uses the AMP mainly for analysis of aid flows and aid effectiveness commitments, budget preparation and transparency. 

Following the Development Gateway’s Integration Assessment in May 2011, discussions have been taking place to create greater linkages between the AMP and the BMIS and FMIS. Depending on the availability of funding, integration is planned for the second half of 2012.

	2.7 Identify the staffing/support has the ministry assigned to the operation of the AIMS (how much of the operation is run by local staff) - if data entry is first done by donors, how trained are they, are they local staff etc.

2.8 Who has access to it with what edit/view rights? Finance ministry – which departments? Planning ministry? Line ministries? Parliament? Donors? Public?

2.9 To what extent is there an aid strategy and is the AIMS an integral part?
	Data entry is completed by trained donor focal points, usually locally engaged staff, and Ministry of Finance/FACD section officers. One dedicated Ministry of Finance/FACD focal point trains new users and gives them access rights. One Government Information Technology engineer is currently being recruited for the technical aspects. The data management process is elaborated in the Aid Management Platform Data Management Guidance Note (see 6. Additional Information and References).

Donors can view all projects and produce and view reports. They can also create off-budget projects and edit funding information, for their projects only. 

The Ministry of Finance can view all and create/edit on/off-budget projects. The National Planning Commission (NPC) can view all projects and will soon be able to edit the field on alignment with national strategy for all projects. Line ministries can view all projects in their sector and edit physical progress info for the projects they execute.

A public launch is planned for the second half of 2012 to ensure parliamentarians and the general public have access to the AMP.

The revised Foreign Aid Policy has been circulated among government agencies and comments compiled. However, due to a prolonged political transition, further consultations have been delayed. AMP is used to monitor a number of aid effectiveness commitments such as transparency, predictability and use of national systems. Data generated through the AMP feeds into Government and donor policy discussions, such as current discussions on the revised Foreign Aid Policy.

	AID DATA for PLANNING AND BUDGETING 

2.10 What forward aid information is collected (in the AIMS or otherwise)? And/or in country budgeting processes? 

2.11 Please describe the format, horizon, which donors, coverage (UCS aid, or also aid that is management by the donor or disbursed to a third party such as an NGO or a managing agent)? How? When? Is this a routine collection, or ad hoc as projects come on line?
2.12 Are there aid modalities / aid management mechanisms for which aid information is easier or less easy to collect? Easier sectors? Why?
2.13 Are there donors for which information is easier / more difficult to collect? Why?
2.14 How are non-traditional aid flows treated? This includes flows from NGOs and through twinning arrangements between, for example, municipalities. 
2.15 What processes to verify the information?

Is there any narrative included – particularly to support the information in the AIMS and linking this information to government policy? (In the absence of anything but the highest quality of aid information, this is often far more useful than the info itself).
2.16 Does the AIMS support a discussion between government and donors on the use of aid / or is it merely a mechanistic recording of aid?
	For each project, three year planned disbursements (or until the project completion) are provided. Information drawn from the AMP is one of the sources of data used for budget/MTEF preparations. This information is complemented by estimates from line ministries. 

All aid is covered (on and off budget). One figure is given per project per fiscal year. 
Projections are collected every year in December, on a rolling basis. With each new project, estimates for the first three years are provided when the project is entered into the AMP. Sometimes issues arise in collecting estimates for turn-key projects when they are not fully monetised.
There are issues in collecting information from non-traditional donors. Emerging donors are not signatories to the Paris Declaration and therefore there is less incentive to provide disbursement estimates. 
Emerging donors participate; however their reporting cycle is annual rather than per trimester. 
Efforts are being made to include International Non-Governmental Organisations (INGO) core funding in the next fiscal year. A first group of 13 volunteer INGOs will do this in July 2012.
Estimates are the responsibility of donors. For on-budget projects, donor estimates are compared with line ministry estimates.
A few fields also include narrative information. For example physical progress, or inputs/outputs/outcomes/impact. Comments can also be added to explain project status.
AMP is used to monitor aid effectiveness indicators, which are then discussed as part of the Nepal Portfolio Performance Review (NPPR) meetings. This information is also used for analysis of specific issues in Government reports. For instance, fragmentation and geographic coverage issues were both covered in the 2012 Development Cooperation Report. 

	2.17 What are the formats in which it is collected from donors? 
2.18 Is there evidence of aid information included in country planning documents and in the submissions of line ministries to the centre of government? Of what quality is it (immediate FY, future FYs). If not, why not? If it is, what assists in it being there?
2.19 Are there forms of aid, aid modalities or aid management mechanisms for which forward aid information is reflected better?
	Aid financial data is directly entered into the system by donors.

Line ministries send their own estimates which can then be compared with AMP/donor estimates at the Ministry of Finance level, as part of the budget process.
AMP tracks various types of aid, but there is no difference in the collection process. Off-budget aid is entered directly by donors. However, the standards are the same as on-budget and MoF follows-up if donors do not provide information to the required standards set out by MoF.
In the near future, MoF will attempt to better track INGO/NGO aid data in the system.

	2.20 For budgeting purposes, what other problems besides the format (ie classification misalignment) of information hinder aid information from being used in the budget process and reflected in budget documentation (think coverage, timeliness, financial year, accuracy).
	The main issue encountered by the Government of Nepal in collecting accurate data is managing a fiscal year that does not match with donors’ fiscal years. Nepal's fiscal year is unique in that it commences on 16 July. Donors provide their best estimates in harmonising with the Government of Nepal's fiscal year. The Government of Nepal considers estimates for 1 July – 30 June acceptable. 
Donors are improving and are missing deadlines for updates less frequently. 

	2.21 If the country has an AIMS, how up to date, comprehensive and accurate is aid information in the AIMS (can it at any time at the press of a button release complete and accurate information for budget purposes on all forms of support from all donors?)
	Actual disbursements are updated every trimester (in line with the trimesterly reporting cycle used by the Government of Nepal). Planned disbursements are updated on a rolling basis every December, which is when they are required for budget planning purposes. 

	2.22 What are the problems faced in keeping it up to date (donor-centred and government-centred)? Is this different for different forms of aid (usual list) or different donors.
	The Ministry of Finance sends a request every trimester and also another for an annual update for planned disbursements. This is the same for all forms of aid. Emerging donors tend to update only once per year. One of the main issues is obtaining an updated commitment from non-resident donors.
Follow-up is required for some donors who miss deadlines. However, monitoring and distributing a donor transparency scorecard on the basis of AMP reporting creates incentives for timely reporting. Periodic review of the Nepal Portfolio Performance Review (NPPR) action plan programme in the Ministry of Finance, reflecting actions on mutual accountability has also encouraged development partners to update aid information. 

	2.23 Across the dimensions listed above, what initiatives have there been recently either by donors or the country to address aid data issues, why, and were these successful? Why or why not?
	The AMP itself is the main initiative to address aid data issues. The annual Development Cooperation Report provides an incentive for correct reporting as the document is published and distributed among stakeholders. A planned public launch will create further incentives for all stakeholders to report accurately.

	2.24 Please describe the processes / institutions by which aid information is brought into the budget preparation process. Please pay attention to both central and line ministry processes. At the centre, please pay attention both to aid information for fiscal planning and for budget allocation purposes. 

Your analysis would include 
	Aid information is taken as a reference in the budget preparation phase during budget discussion. 

A budget ceiling is provided to each line ministry indicating the loan/grant amount based on MoF information (AMP). At a macro level, programme/budget discussions are held at the NPC with each line ministry along with the MoF. Thereafter, project-wise discussions covering line items are held at the MoF to finalise the annual budget.  Line ministries also use project level information that they have for the budget discussion process.

	USING AID INFORMATION IN BUDGET PREP

2.25 How much attention is paid to / is it used in setting macro policy? How much attention is paid to / is it used in setting sector/agency ceiling? How much attention is paid to / is it used in the planning cycle (central and line ministry)? How much attention is paid to / is it used in detailed budgeting (central level and line ministry level?)
	Aid information is used for preparing the budget ceiling for each sectoral ministry and also at the macro-level.

	WHAT DOES THE SYSTEM LOOK LIKE?

2.26 What are the processes by which aid information is collected from donors for the budget preparation process, if any?
2.27 At which points (and documents) is aid information brought into the budget process within government. Is this primarily through the line or the centre, or both? Are these formal processes in the budget process, or is it ad hoc and informal? Who are involved (ie, who asks whom for what information, when?) Is the data shared manually from the AIMS with budget officers or is there an automated push to budget IFMIS, if so, what kind of system-link, what kind of IFMIS etc?
2.28 Are there forums, committees, meetings etc that are formally set up to bring aid information in? Are these donor/ government or intra-government institutions?
2.29 What formal rules are there in the budget process for aid information?
	Aid information is collected through AMP where development partners report in regular time intervals. Donors provide planned disbursements for each project for 3 forward years.
Currently, line ministries bring with them project-wise aid information in detail. They also submit annual budget/programme to NPC as well as MoF and sit in on budget discussions. This aid information, for the purpose of budget preparation, is based on project documents and discussions with development partners. MoF plans to have the AMP planned disbursements linked to BMIS, so MoF budget division can see allocations reported by donors in AMP and compare it with information in line ministries.
For some sectors like health and education, Joint Annual Reviews are being held which are responsible for oversight of annual budget and program. For other sectors, this is an internal Government process, using information provided by donors on aid.

BMIS is yet to be integrated. However, FACD/Budget Division desk officers are using aid information during budget preparation. As the line ministries have also been given access to AMP, they are also able to use aid information through AMP for budget planning.
There is a resource committee which demands overall aid projections before formulation of new budget.
FACD desk officers are involved in sectoral budget discussions along with budget officers.


	2.30 WHO OPERATES THE SYSTEM?

Data entry - Is the entry of data via excel form with ministry staff transferring it to the AIMS? Do donors have a portal?

Verification – ministry team? Sufficient?

Training and support – provider only, ministry staff training donors, how frequent?

System update and maintenance – provider only? Local staff? 

Report generation – regular reports made? Ad hoc reports, who?
	FACD desk officers are responsible for data entry of new projects into AMP. Data validation is done by FACD Under Secretaries. Training and support is provided by the FACD team locally. However, Development Gateway, with UN support, also provides technical support including system update/maintenance. In addition, roles and responsibilities are included in the AMP data management guidelines. The BMIS is operated by the budget division in the MoF with information provided by line ministries.

For both BMIS and AMP, MoF has capacity to train new users. MoF IT staff can also do maintenance.
For AMP, the system is still being upgraded regularly so there is external support for these upgrades. However, the expectation is that the system will be fully handed over to MoF by mid-2013.

	2.31 Over the last five years, what changes were made to improve the flow of aid information into the budget preparation process? (Centrally, but also are there good sector examples of reforms?) Why were the changes necessary; what was the catalyst for making changes?
	Before the introduction of AMP, project documents were used as a basis. The projections were not accurately done. Now, donors provide annual projections and sectors come up with their spending capacity. MOF assess on this basis and decides allocation. However, improvements in the quality of projections are yet to be seen.

	2.32 Does the current system work? Is aid information used in budget decision-making (macro fiscal and allocative) by the central budget office? And by line ministries (allocative)? What problems do budget officials (centre and line) face to use aid information when making budget decisions? What can donors do differently to make it easier to use aid information in budget preparation (macro-fiscal and allocation processes)?
	So far the system – initiated only a year ago – is functional. However, the integration of AMP with BMIS is just being initiated, so it is too early to assess how it will impact budget preparations compared to the previous system where information was only coming from line ministries (prior to the AMP rollout).
As the system is yet to be fully operationalised, there is still some work needed to see positive results. Projection is not done accurately and in a robust way; rather it is done in an ad hoc fashion. For example, projects are divided equally across the project duration rather than accurate yearly forecasts. If result-based planning and projection was done rigorously the situation would improve. Donors can provide accurate and predictable data and update regularly. Line government agencies can assess the spending capacity more accurately. 

	2.33 What are the incentives faced by the following actors to provide, collect, distribute or use aid data in budget planning: 
1) Donor officers at country level
	It is in donors’ interest to see their projects properly reflected in the budget with realistic spending targets. Donors’ programme/project officers are motivated to provide accurate information as this will help implement the project in terms of resource availability and prevent criticism if amounts are not disbursed/spent. 

	2) Aid management officers at the centre


	As documentation is published, aid management officers have a stake in ensuring that their sectors’ aid flows are reflected accurately. Smooth project implementation builds confidence in all stakeholders and assists more aid into sectors. 

	3) Budget officers at the centre
	Budget officers require accurate information on aid in order to be able to make realistic allocations and reduce budget execution complications. 

	4) Aid management officers in line ministries
	Accurate projections of aid flows assist in smooth implementation, increasing the likelihood of more aid to the sector. 

	2.34 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in the budget preparation process? (gather evidence of the quantity and quality of aid information over the past three years budgets)

2.45 What do you think are the implications for international IATI Standards? How much can alignment of aid information for country budget preparation purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure better alignment with country budgets?
	There is a big potential for the AMP to improve the quality of budget estimates for aid funded projects, by comparing donor estimates with line ministry estimates. Whether the system fully achieves this can only be evaluated in a few years once the AMP and integration is fully implemented in Nepal. On the other hand, the "blue book", also referred as the TA book, reflects projects including technical assistance which are off-budget and not reflected in the government budget.
The Nepal example illustrates the importance of having a process at country level to provide accurate budget classifications: the cross-checking of donor and line-ministry estimates will depend on the quality of the classification of projects. The Nepal example shows that the MoF is best placed to allocate budget codes, not donors, provided that it has good information on the project. Once a project is properly classified, timely provision of information from donors on their planned disbursements is the key.

In the Nepal example – if the AMP remains as successful over time as in the first year – the value-add of an IATI flow of data would primarily be as a check on the comprehensiveness of aid that is classified on the back of country processes in the AMP. These processes depend on the Ministry of Finance having complete information on the existence and nature of projects, to be able to enter them so that donors can update the information. 
The Government of Nepal is concerned that IATI processes that supply headquarter-provided information, would provide lower quality information than their country processes and result in donors at country level not being willing to put in the effort to provide regular, timely and accurate information. 


4. BUDGET APPROVAL

	Aid information for ex ante oversight

Quality, processes, roles and rules for its collection, distribution and use, and the incentives to do so

	3.1 How does aid appear on the country budget? Which budget (recurrent or development)? 

3.2 How is it classified (explain whether it is by vote, by administrative units within votes, by budget sub-vote structures, by aid programme/project, by donor, or whether it uses the exact budget classifications as for government funded spending; or any combination of these. 

3.3 Is it possible for Parliament, in other words, to see country budget allocations against commensurate aid allocations?

3.4 What aid is included on budget: only aid that is managed through country systems? Or also aid that is either managed by the donor itself, or disbursed to a third party, like a managing agent or an NGO?

3.5 Are emerging donors included on budget? Are vertical funds / private foundations included?

3.6 Does the country vote aid allocations (ie do they appear in the financing law? 

3.7 Does Parliament have any legal powers to require adjustments to aid (i.e. reject) in the budget approval process? Has it ever exercised these powers? Does it do so regularly?

3.8 How much attention does Parliament pay to aid? Through which committees, if any? Does this happen as part of considering the budget for approval, or outside of it? What are the processes, if any? 

3.9 Alternatively, does complementary aid flows enter the picture when parliament considers the executive’s budget proposal? At portfolio / sector committee level? 

Any changes recently in how parliament considers aid? Why were changes made? Were they successful, why or if not why not? 

3.10 What are the obstacles to parliament fully considering and tracking the use of ODA (all modalities, all donors, all types of flows) and holding the executive to account for aid agreements with donors?

3.11 What are the incentives that either hinder or encourage parliament and citizens to engage with aid projections and plans? What incentives for donors to allow information to reach citizens through institutions like parliament?
	Nepal has two different books covering off-budget and on-budget finance. The overall budget is outlined in the “red book” whereas the “white book” includes details of source of funds per budget head for externally funded projects.

The data is classified by ministry/agency, then budget head (more or less equivalent to project/programme), then capital/recurrent and line item. Aid is classified just like Government of Nepal funding. This includes economic classification.
Parliament can see the country budget allocations against commensurate aid allocations via the red book.

There are two different sets of information that are included on budget. These include aid that is managed through country systems, and aid owned/managed by The Government of Nepal ministries/agencies, even if it does not go through country systems.

If emerging donors meet the criteria above, their support is included as on budget.

Foreign assistance is included in budget speech/documents which are passed by Parliament. 

The Public Accounts Committee sometimes acts as the watchdog of external assistance without influencing the budget. The Committee, on occasion, monitors the procedure of project approval. There is no instance of budget rejection for specific projects, however. 

The parliament is expected to be given access to the AMP by the end of the 2012 calendar year.

The increased flow of information on aid – and the information provided through the budget documentation – increases the likelihood of parliament engaging with aid information. This sharpens further when non-governmental organisations or the media use the provided information to highlight issues.
In principle the pay-off from more parliamentary interest for the executive is that there is a greater demand for the outputs of the AMP, thereby increasing the likelihood that the outputs will be accurate.

Donors have an interest in citizens – including their own citizens – knowing how their support is spent and may be interested in the bottom-up accountability for the use of aid that comes with better public information.



	3.12 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in parliamentary processes to approve the budget? 

3.13 What do you think are the implications for international IATI Standards? How much can alignment of aid information to ensure transparency and accountability in the allocation of the budget for budget approval depend on country level processes? 

3.14 What guidance can be provided to donors on practical steps to ensure better alignment with country budgets for this purpose?
	Detailed budget information including aid provided to Parliament is discussed at length. However, the budget approval process needs to be improved. The 2008 PEFA shows that the budget approval process is still slow. Key issues include:

(i) Top-down approach of budget formulation process needs to be replaced by bottom-up approach so that the fixed budget calendar will be more effective.

(ii) Public participation has not been included in the formulation of the annual programs and budgeting.

(iii) Frequent adjustment of programme and budget presented by line ministries.

A practical step for donors to improve alignment is timelier reporting on planned disbursements - at least 3 months before budget submission to parliament. 


5. BUDGET EXECUTION

	Aid information for budget execution

Quality of data, processes, rules and roles for providing, collecting, distributing and using aid information, and incentives to do so

	DATA on AID DISBURSEMENTS

3.15 What data is collected by the country on aid disbursements? Does it cover all donors, all disbursement channels (UCS, managed by donor, third party?) 

3.16 How is this data collected (ie does the donor send notification, or does the country keep record ie through the Central Bank for UCS, through its line ministries; is it recorded in the AIMS)?

3.17 How regularly?

3.18 What are the problems with the current system? What works well in it?
	All donor disbursements for all disbursements channels are collected by The Government of Nepal each trimester through the AMP.

The current system functions well so far, once donor focal points are trained and used in the reporting cycle. 

	3.19 Is data collected and centralised (for aid management purposes) on actual use of aid? Is this for all donors, all aid (type and disbursement channel?)? If the country has an AIMS, is this information recorded in the AIMS against initial project information?

3.20 Frequency of collection?

3.21 For aid that is disbursed through country systems, is information collected on how much has been used by country institutions? What formats is this information collected in (classification) and is it collated back to donor-provided information? When is this information collected and how?

3.22 Are there some forms of aid (usual list) for which it is more difficult / easier than others? Why?

3.23 What reports are provided internally on actual use of aid? Is the information in the reports provided in formats that can be related to budget formats (please fill this out only if there are separate reports for aid that flow between line and centre, or between aid management and other government institutions at the centre – aid implementation information as part of budget reporting is covered in the next column)?
	Data is not yet collected and centralised on actual use of aid. However, the Government of Nepal is looking to integrate the FMIS with the AMP in the latter half of 2012, which will allow this for aid that flows through country systems. 

This will be done trimesterly.

FMIS and AMP will match projects/expenditures by using the budget head classification.

The system is planned for Government executed projects only.

Once the system is operational, reports will be produced per budget head. Currently no reports are produced.

	3.24 Have there been any changes in how aid information is managed in country for the aid disbursement, aid implementation phase of the project cycle? What was the catalyst for reform – why was the change made? Did it address the issue? Why, or why not?
	Introduction of AMP has introduced systematic trimesterly reporting of aid disbursements by donors. This contributed to more comprehensive and updated information. For the aid implementation stage, data will be collected from FMIS for the Government of Nepal executed projects. Reporting will not change and will be done through FMIS.

	3.25 During the fiscal year, what attention is paid to aid disbursements and the availability of aid money, or actual use of aid money in implementing activities, when 

1) In the macro-fiscal (including borrowing) monitoring and decisions of the Ministry of Finance (or equivalent).

2) The Ministry of Finance releases cash to spending agencies

3) Forward cash planning by ministries, departments and agencies?

4) Sector desk officers monitor spending in their ministries, departments and agencies and/or considers requests for virement or additional funding from spending agencies

5) Line ministry programme officers (or division heads) and financial management officials implement their budgets / spending programmes?

6) Does aid feature on cash flow forecasts / cash draw down schedules? 

3.26 Are all aid flows considered in these processes or only some (eg UCS / basket funding etc money)? 
3.27 What are the mechanisms by which information on disbursements and actual use of aid is collected to include in any one or all of these processes? (if not described below as part of internal reporting)
	Receipts of on-budget aid are recorded by Financial Comptroller General's Office and concerned project teams. This is taken into account in budget execution.

The Ministry of Finance authorises funds to all spending agencies from the first day of the new Fiscal Year. Spending agencies do the procurement and expenditure in line with existing government laws and regulations. Line agencies and the National Planning Commission monitor the programme/projects periodically. The Ministry of Finance is also involved in monitoring

The Ministry of Finance releases funds to spending agencies through district treasury offices.

There is currently no forward cash planning by ministries, departments and agencies.

Yes, sector desk officers monitor spending in their ministries, departments and agencies.
Yes, line ministry programme officers implement their spending programmes.
Partly, aid documents reflect annual disbursement projection. However, actual cash flow forecast is not currently practised.
All aid flows that are on-budget are considered in these processes insofar as they exist.
Through district treasury office, an online information system is in place and then reconciled at the central level with the central bank.

	3.28 Does the COA allow for identifying different sources of funds (a fund coding) that allows the identification of a flow as originating from a donor? How sophisticated is this segment? Does it allow for the identification of the specific programme/ project?
3.29 Do spending ministries, departments and agencies use the system? 
3.30 Are all aid included, or only UCS?
	Yes, the Chart of Accounts allows different sources of funds to be identified through donor codes.

Yes, spending ministries, departments and agencies use the system.

Only on-budget aid is included.

	3.31 Are spending ministries, departments and agencies required to report on actual use of aid, internally, against their budgets? For all aid? Where is the limit (UCS and PIUs under their control?) 
3.32 Does the central aid management unit report internally to the budget office/expenditure management / treasury on aid disbursements and use for internal central budget management purposes? 
	Only on-budget aid is included in the reporting system. The integration of the AMP and the BMIS will assist in improving information for on-budget projects and reconciling budgeted amounts with actual amounts of aid spent.
Not currently. However, this will be done through the integration of AMP with the BMIS and FMIS.

	3.33 What changes have been made in these systems over the last five years? Why? Were they effective? Why or why not?
	The AMP is in a nascent stage. There are planned changes coming up with the AMP and BMIS/FMIS integration. 

	3.34 What are the incentives for the following groups to provide, collect, publish (or submit to parliament) information on disbursements and actual use of aid against the budget.

1) Donors / donor officials at country level

2) Programme managers in spending agencies

3) Financial managers and central management in spending agencies
4) Central ministry of finance
	Donors at country level will benefit from public access of aid information as it may foster bottom-up accountability for effective use of aid, and will allow their support to be public.

Donors and the Ministry of Finance would also be interested in good aid information being public, to inform high level discussion based on mutually shared information.

The periodic publication of aid information ensures that information is accurate. 

Managers in spending agencies would require good information on aid disbursements as it would provide for better decision-making and allow follow-up. They may be less interested if the funds are controlled internally and the project runs behind schedule. 

The Ministry of Finance is interested in good information on aid disbursements for country macro-economic planning and in-year budget management purposes, and to enable follow-up and oversight if projects are running behind schedule. 
Overall, good information on disbursements enables the wide use and application of aid information in budget preparation, planning/monitoring of development activities.

	3.36 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in budget execution and fiscal reporting? What do you think are the implications for international IATI Standards? How much can alignment of aid information for country budget execution purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure that budget execution is better informed by information on aid flows, and external accountability enhanced?
	The 2008 PEFA shoes that predictability in budget execution has improved significantly, with guaranteed cash releases for high priority projects, provided implementation is satisfactory. Payroll controls are also well developed. The Public Procurement Act (2007) is aligned with best international practice but its implementation remains to be tested. A basic control framework for non-salary expenditures, including physical verification, is in place bus is unevenly implemented. There is no commitment control and internal audit is not yet effective and does not yet comply with international standards. The focus is narrow on pre-audit of transactions. The system is less reliable still at district level where there are capacity constraints. Service delivery units receive information about budget releases, but there is little monitoring of actual expenditures and outputs at this level. Much progress remains to be made towards better accounting of revenues and services to taxpayers. 
Budget coding of projects has to be done by the Ministry of Finance to ensure consistency and reliability of information. Donors could help the Government of Nepal by providing all aid on-budget, which eases data capturing and through the BMIS will allow good information on the use of aid. Funding tracking would then be possible at all levels. However, the reality is that systems strengthening needs to still take place. AMP could be an important supplementary tool to the BMIS and FMIS. 
With sustained and improved data input, donors can ensure that budget execution is better equipped by information on aid flows.


5. EX POST OVERSIGHT

	Aid information for ex post oversight

Quality of information, processes, roles and rules for its provision, collection, distribution and use, and incentives to do so.

	4.1 Does parliament receive any information on the actual use of aid, from the aid management side?

4.2 Is this for all aid (all disbursement channels, all donors, all flows, all management mechanisms)? 

4.3 In what format is the information provided (how is it classified and grouped)?

4.4 How is the information collected?

4.5 What non-financial information is provided?

4.6 How is the information provided? Is it ad hoc on request, or a regular report?
	Details on new agreements signed are provided twice a year to Parliament. Technical assistance and off-budget projects are reported in a separate book – the “blue book”.

Project factsheets in AMP are expected to be made available to Parliament by the end of 2012, including percentage of physical progress and any implementation issues reported by line ministries. 

Each year, the Ministry of Finance publishes actual expenditure statements and they are made public through the Ministry of Finance website. Parliamentarians also have access to these statements. The Economic Statement relies on information collected from the FMIS. This is regularly updated through an electronic system. 

The information is provided on an ad hoc basis upon request from the Public Accounts Committee. 

	4.7 What aid information is included against budget reporting in in-year and year-end published fiscal reports, or reports submitted to parliament?
4.8 Have there been any changes to what aid information is provided to parliament in the last five years? If changes, what catalysed them? Were they effective? Why or why not?
	Overall macro-economic reviews including sector progress, foreign aid information and implementation challenges are included in the Economic Survey report which is submitted to Parliament each year.

There has been no change to aid information provided to parliament over the past five years.

	4.9 Does parliament look at the implementation of aid activities (ie information on aid disbursements and actual use of aid) when it considers fiscal reports? 

4.10 Does parliament have specific institutions to consider aid flows ex post (ie separate from budget monitoring and oversight activities)? What are the processes and institutions? Are they routine or ad hoc?

4.11 Do parliamentary researchers ever engage with aid issues? Are any hearings held on aid issues?

4.12 Does the public accounts committee (or equivalent discharge institution in Francophone countries) get to see audit reports (financial reports in Francophone) on UCS non-budget support flows? Are these reports considered together with audit reports on own expenditure?
4.13 Do portfolio / sector committees see audit reports on non-budget support UCS flows?

4.14 Have there been any changes in Parliament practice around ex post oversight of aid in the last five years. Why? Were these successful? Why, or why not?
	Parliament Committees, such as the Public Accounts and Finance/Labour Relations Committees, do monitoring on an ad hoc basis.
The Auditor General’s Office audits the use of aid flowing through the government budgetary system and these reports are publicly available and utilised. However, the national audit system does not cover aid directly executed by donors. In 2011, the Paris Declaration Evaluation (Phase II) observed that overall, while the commitment to parliamentary accountability has increased, no changes have been observed since the Paris Declaration.

Parliamentary researchers occasionally engage with aid issues, if there are some issues reported and during the time of policy discussions. 

The Public Accounts Committee discusses the Office of the Auditor General's Report every year through which they discuss aid matters. 

Audit reports on non-budget support are provided on an ad hoc basis following a request from the Public Accounts Committee.

There has been little or no change in these practices over the last five years. This can mainly be attributed to the May 2002 political instability. 

	4.15 What are the incentives:

1) For donors to want ex post oversight by country parliament / citizens on how ODA is actually used.

2) For Parliaments (MPs, committees, researchers) to want to engage with aid information ex post

3) For ministries to provide information on actual aid flows and usage to parliament

4) For the central finance ministry (budget, expenditure management) to provide this information against actual budget information

5) For the aid management unit to provide information on actual aid flows, use.
	Compliance with country systems and aid effectiveness principles and promotion of aid transparency in general provide an incentive to donors to improve information on aid in ex post oversight processes.

	6) 
	Public disclosure enhances accountability to the people for MPs and Parliament, insofar as aid is a significant resource; if aid information is excluded from processes, it renders the system opaque.

	7) 
	Ministries should be interested in the better governance benefits and enhanced accountability to the parliament and the people. However, when projects are running behind schedule, or funds are applied for purposes which were not agreed, the incentives to provide information may be negative.

	8) 
	The oversight provided by parliament of spending agencies’ use of aid would be of interest to the Ministry of Finance. Better information on execution and parliamentary oversight, would influence subsequent budget allocations, and the effective use of funds. 

	9) 
	The aid management unit would benefit in terms of recognition if the MoF is transparent with the AMP aid flow and includes aid information in macroeconomic reviews. The efficiency of the unit is also improved. 

	4.16 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information for budget oversight purposes (external to the executive)? What do you think are the implications for international IATI Standards? How much can alignment of aid information for country ex post oversight of the budget purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure better alignment with country budgets for this purpose?
	The role of the Public Accounts Committee (PAC) is very important for demanding timely submission of audit reports for timely disclosure to the public. The PAC reviews were weaker after the May 2002 political instability; however, the trend is now improving. The 2008 PEFA identified a few constraints:

· The annual audit reports and external scrutiny focus more on “irregularities” as opposed to identifying and correcting systemic issues and there is little evidence of follow-up for clearing irregularities identified by the Auditor General.
· External scrutiny was also weakened by:

(i) long political uncertainty;

(ii) lack of public access to information (including accounts of local government and contracts); and

(iii) weak process to engage the legislature in discussing the MTEF and in scrutinising the budget.
However, the Paris Declaration Evaluation (Phase II) 2010 noted that the Parliament’s PAC has become a stronger voice in aid management, increasing the level of scrutiny. PAC meetings are open and receive full media coverage and it has already challenged a number of decisions and actions.

Under the Interim Constitution the current PAC is taking a more robust approach to its task and beginning to hold fiscal decisions and operations to account. However, the process has only begun to take effect and there has been limited progress since 2005 within a system that has never been fully open to scrutiny. Nepal passed its Right to Information Act in 2008, and while this is a positive step in the level of openness and transparency, there has been little impact on information with respect to aid and development. 
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AMP Project Data Fact Sheet - Foreign Aid Coordination Division, Ministry of Finance
	Project title:
	

	AMP ID (if existing):
	

	Inputs:
	

	Outputs :


	

	Outcome:
	

	Impact:
	

	Amendment Number:
	

	On budget (Y/N):

If yes specify budget head
	

	Donor Code:
	

	Date of agreement:


	

	Date of effectiveness:


	

	Proposed start date:
	

	Actual start date:
	

	Planned completion date:


	

	Extension date 1
	

	Extension date 2
	

	Status:


	Pipeline          New        On-going       On-hold         Completed

	Implementation Level
	National       Development Region          Both       Multi-country



	Implementation Location
	Region        Zone        District    

	Location name/s:

(with indicative percentage per location)
	

	Primary Sector/s :
	

	National Development Plan (strategies):
	

	Executing Agency (including focal point contact details)
	

	Implementing Agency

(including focal point contact details)
	

	Physical progress (%)
	

	Physical progress (narrative: key achievements and issues)
	


Funding Details:

	Type of Aid/Funding (tick correct option):

Loan          Grant        Technical Assistance          GoN funding     

Beneficiary funds        Guarantee

	Modality of assistance (tick correct option):

Program support         project support         SWAP            

Humanitarian assistance         Others

	Mode of funding (tick correct option):

Cash        Commodity        Reimbursable       Direct Payment

	Commitments:

	Amount:
	Currency:
	Date:

	
	
	

	
	
	

	
	
	

	
	
	

	Disbursements:

	 (Planned/actual): 
	Amount:
	Currency: 
	Date: 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Release of funds:

	Amount:
	Currency:
	Date:

	
	
	

	
	
	

	
	
	

	
	
	


	Fact sheet certified complete and accurate


	Name and signature (Section Officer/Donor Focal Point):

Date:



	Data entered and validated in AMP:


	Name and signature (Under Secretary):

Date:




AMP Data Management Process - Foreign Aid Coordination Division, Ministry of Finance
The processes for managing data in the AMP include the following: 

	Task
	Responsible
	Frequency/period

	a)     Populating the system with existing data (new, on-going, planned)
	FACD section officers + data entry staff
	Before end of November 2010

	b)     Entry of pipeline project information
	FACD section officers or Line Ministry
	As available – prior to formal endorsement from MoF or NPC

	c)     Entry of project details and actual commitments (On-budget activities)
	FACD section officers
	On signature of agreement (by MoF)

	d)     Entry of project details and actual commitments (Off-budget activities) 
	AMP Donor focal person
	On signature of agreement (by donor) with partner agency

	e)     Entry of project progress information
	NPC (initial phase), or Line ministry (future process) or Donor (if directly implemented)
	As available following project monitoring or reviews.  

	f)     Entry of annual “planned disbursements” 3 year projection 
	AMP Donor focal person
	On signature (3 year projection) then updated annually before Dec 31st

	g)     Entry of “actual  disbursements” 
	AMP Donor focal person
	Monthly preferred.  Minimum standard refer to Annex 2

	i)     Entry of release from treasury to executing/implementing agency
	FCGO 
	See Annex 2 for Trimesterly reporting and mid-term budget review 

	j)     Entry of programme expenditures – multi-donor fund
	UN Agency or Managing Donor Agency
	As information becomes available

	k)     Formal validation process
	FACD section officers, Donor focal points, FCGO 
	Twice per year – refer to annex 2

	l)     Submission and tracking of Audit report
	OAG / Line Ministry (to be confirmed)
	Annually (after end of fiscal year)

	n)     Ongoing management of AMP
	AMP Project manager and under secretaries with support from FACDAMP focal point
	Daily

	o)     Decision-making
	AMP working group
	Quarterly

	p)    Technical management
	MOF ITdept + Yomari
	Daily


� This desk study was carried out over 9 days in March, April and May 2012 by Frederic Jeanjean through a literature review and interviews with Nepal Ministry of Finance focal points (Kaliash Pokharel, Tilakman Singh Bhandari, Bhuban Karki and Julien Chevillard). Any errors, omissions and views in the report are the responsibility of the author alone.
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