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I. INTRODUCTION

The consultant was assigned to work with the staff of the Nepal
Family Planning and Maternal and Child Health (FP/MCH) Project for three
months. The major purpose of the consultancy was to follow up and move
forward on activities initiated during two previous consulting assign-
ments with the family planning program in Nepal. The objective of the
two previous assignments was to assist the financial management of the
national family planning program. A brief description of the relevant
health and population dynamics of Nepal is contained in the consultant's
reports on those assignments.*

A11 consultant activities were performed under the direction of
Badri Raj Pande, M.D., Chief, FP/MCH Project, His Majesty's Government
(HMG), and his designees. The consultant worked with many Nepalis and
expatriates. Without their cooperation and support, whatever modest
accomp;ishments were achieved would not have been possibie. (See Appen-
dix A.

A scope of work was drafted for the current assignment shortly after
the consultant arrived in Nepal. Many designated tasks involved the pro-
motion of improved financial managemcnt of the national family plarning
program. In addition, a series of other tasks--a spectrum of program
management activities (see Appendix B)--was specified.

During the consultancy, USAID/N staff completed one task without
the consultant's assistance. Subsequently, the task of resolving ster-
jlization payment issues was deleted from the consultant's scope of
work (see Letter, van der Vlugt to Swezy, December 16, 1980). The
chief of the USAID/N Office of Health and Family Planning (H/FP) moni-
tored the corsultant's progress in completing the tasks designated in
the scope of work.

* See F. Curtiss Swezy, His Royal Majesty's Government of Nepal Family
Planning and Maternal and Child Health Project: Financial Management,
Vol. I and Vol. II, Washington, D.C.: American Public Health Associa-
tion, 1980.
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II. REVIEW OF ACTIVITIES

During his stay in Nepal, the consultant assisted USAID/N and the
FP/MCH Project in nine areas of program management. The focus and cur-
rent status of these accivities are described below. :

Financial Reports

The FP/MCH Project is required to submit to USAID/N financial re-
ports on activities suppurted by USAID/N. In fiscal year 1979/1980,*
USAID/N provided-local currency support for general operating expenses,
tne panchayat-based health worker (PBHW) project, and the expansion of
voluntary surgical contraception (VSC) services. Annual financial state-
ments on these three activities were due for the entire fiscal year,
2036/37.

The consultant worked with the central-level financial management
staff of the FP/MCH Project to meet USAID/N's reporting requirements.
Project staff compiled financial reports from the 40 operating-level
accountants in the program. Consolidated statements of expenditures
were prepared for the three USAID/N-supported activities: general
operating expenses, PBHW, and VSC.

Status: Three financial statements were forwarded to the Ministry
of Finance (MOF) cn December 8, 1980 (see Appendix C).

Account Reconciliation

A review of the financial records for the past three years revealed
differences between project records and USAID/N accounts. Further, exten-
sive correspondence between the FP/MCH Project and the Ministry of Finance
documented that the records of the two HMG offices do not coincide.

The problems revolve around two issues. First, in a few instances,
the MOF has not released to the project the full amount of rupees provided
by USAID/N for FP/MCH. In other instances, the MOF has directed the pro-
ject to apply funds from one USAID/N-supported activity to another.
USAID/N requires that the funds for the three FP/MCH activities not be
commingled.

* July 16, 1979 - July 15, 1980. In the Nepali calendar this is
FY2036/37.



Second, the project overspent the total funds ultimately authorized
in previous fiscal years. In no instance did the project spend more
money than was budgeted. But, in FY2035/36, Rs. 314,658 were spent above
actual releases.*

The problem of over-expenditure is complicated by USAID/N's release
and authorization procedures. During the fiscal year, USAID/N releases
an optimum amount of rupees to the project. The project spends the
money. USAID/N then applies a formula (percentage) to its share (authori-
zation) of total expenditures. The USAID/N share is based on actual re-
leases of funds by HMG and other donors to FP/MCH.

In FY2034/35, the MOF released to the FP/MCH Project Rs. 400,90C
more than was budgeted. However, other donors released Rs. 1.5 million
Tess than was budgeted. When USAID/N applied its percentage to the re-
Teases of HMG and other donors, it found that it had over-released.
Therefore, it subtracted (carried over) Rs. 184,258 from the following
year's authorization, which had already been released and spent by the
project.

In FY2035/36, the pattern was repeated. USAID/N released its op-
timum share of funds. HMG funds were released in the full amount.
Again, significant funds budgeted for other donors were not released,
and USAID/N subtracted (carried over) Rs. 141,369. The financial
records for the project record a deficit balance of Rs, 647,713. One
obvious recommendation is that future USAID/N funding for health pro-
jects not be tied to other donors' contributions.

FP/MCH financial management staff presented a review of inconsis-
tencies in records for the previous three years. These inconsistencies
were in the transmittal Tetters for financial statements for FY2036/37
(see Appendix C). This review was followed by a ser‘es of meetings be-
tween FP/MCH, the MOF, and USAID/N to discuss the discrepancies.

Status: FP/MCH, the MOF, and USAID/N continue to discuss the re-
conciliation of accounts.

MOH Funding Mechanism

On August 31, 1980, HMG and USAID/N signed an agreement in which
USAID/N will provide support to the Ministry of Health for five years
see project grant agreement between His Majesty's Government of
Nepal and the United States of America for integrated rural health and
family planning services).

* The Nepali monetary unit is the rupee; Rs. 11.3 = U.S., $1.



In the new grant agreement, USAID/N will provide funds to the Minis-
try of Health, primarily to support the Community Health Integrated Pro-
ject and FP/MCH. Previously, USAID/N had separate agreements to support
these two projects. A need, therefore, has arisen for a mechanism within
the MOH to channel funds to the specific projects.

At the request of the FP/MCH project chief, Dr. Badri R. Pande, the
consultant wrote a plan for budgeting and channeling funds within the
MOH (see Appendix D, Part 2).

Status: ‘“ork on the draft funding mechanism was completed.

USAID/N Local Currency Support

In the past, the provision by USAID/N (and other donors) of funds
for HMG projects has created problems, and for many reasons.* There
have been, for example, discrepancies between HMG and donor funding
cycles;** donor staff have been unaware of HMG accounting procedures
and requirements;*** and there have been constraints within the HMG
financiai management system, ****

Senior USAID/N staff reviewed the problems of disbursing and account-
ing for USAID/N-provided local currency. They examined alternate mecha-
nisms for providing rupees to HMG projects, including FP/MCH. A proposal
was developed for the release, by USAID/N, of a series of quarterly ad-
vances at the beginning of a project to provide working capital. In the

* See, for example, AID Area Auditor General, Audit Report on the
Examination of USAID/Nepal's Health and Family Planning Program,
September 24, 1979.

**  Swezy, op. cit., Volume I, p. 15.

***  This problem is not Timited to USAID/N. See, for example,
Binod D. Shrestha and Leonard P. Apendaile, Nepal: Financial
Disbursements for Some Canadian Mission-Assisted Rural Develop-
ment Projects, 1970-30, A Review and Analysis, Kathmandu, Nepal:
Karnali-Bheri Integrated Rural Development Program, May 1980.
Note especially p. 35.

**x*% John W. Varley, A Report and Recommendations on Disbursal and
Accounting Procedures for the USAID/N Rapti Zone Integrated
Rural Development Project (preliminary draft), Kathmandu,
Nepal: December 20, 1979. See, for example, p. 22.




past, the advances went to the FP/MCH; as outlined in the proposal, they
will go to the Ministry of Finance. The MOF will release quarterly funds
to the FP/MCH from this working capital. But only the project's expendi-
tures will be reimbursed. When statements of expenditures are received,

USAID/N will reimburse the FP/MCH through the MOF. The original advances
will be reconciled between the MOF and USAID/N at the end of the project.
At the request of the acting director of USAID/N, the consultant drafted
a paper describing this new release procedure (see Appendix E, Part 1),

In a series of discussions with the MOF and FP/MCH, senior USAID/N
staff amplified this proposal. Working capita’ (advances) will be pro-
videu to the MOF at the beginning of the project. The capital can be
adjusted upwards as the program grows and as its financial needs increase.
Instead of a single advance, USAID/N will forward working capital each
quarter based on the project's financial requirements. Two quarterly
advances of working capital will be provided based on the project's bud-
get plans. A third quarterly advance of working capital will be provided
to the MOF when the FP/MCH Project submits a first-quarter financial
statement in accordance with HMG regulaticns. After the third advance,
USAID/N will provide funds to the FP/MCH Project in the form of reimburse-
ments of expenditures.

At the meeting on December 12, 1980, the Joint Secretary, the MOF,
and the chief for the FP/MCH Project accepted USAID/N's proposed new pro-
cedures for providing Tocal currency (see Appendix E, Part 2). The
FP/MCH Project was requested to present a cash plan, which noted rupee
requirements by quarter, for each USAID/N-supported activity. The pro-
ject complied with this request and submitted a plan to USAID/N (see
Appendix E, Part 3). The project chief, Dr. Pande, requested that USAID/N
immediately make available to the MOF Rs. 7.4 million in working capital
which could be released to the FP/MCH for use in the three USAID-supported
projects.

Status: The project is waiting for USAID/N to process the request.

PBHW Work Plan

The consultant worked with Dr. Achut Acharya, Chief of the FP/MCH
Services Division, and his assistant, Mr., Jeev Krishna Shrestha, on a
new work plan for FBHW activities during FY2037/38 (see PBHW Work Plan,
FY2037/38). The PBHW project is at this time funded 100 percent by
USAID/N. Suggestions on program content and program management were
made. Mr. Shrestha did an outstanding job in writing the work plan.

Status: Staff are awaiting the approval of the plan by the chief
of the Office of Health and Family Planning, USAID/N.



VSC Work Plan

Increasing availability and access to voluntary surgical contracep-
tion is a program activity strongly supoorted by USAID/N. VSC methods
are particularly important in Mepal becaus® there are few reliable data
on the use-effectiveness and continuation riates of temporary methods.*
USAID/N is providin. 100 percent funding for some of the activities that
are expanding surgical contraception in Nepa:.

The FP/MCH coordinator for the VSC proj:ct, Dr. Shyam Bhattarai,
reviewed with the consultant past activities of the VSC project and plans
for the current year. A large number of activities will be funded direct-
1y by USAID/N, and not through support of the HMG budget. Dr. Bhattarai
wrote the VSC work plan for FY2037/38 (see VSC Work Plan, FY2037/38).

Status: The final document is beinyg prepared.

Fertility Care Center, Manila

To support the training of Nepali physicians and to increase service
delivery, USAID/N contracted last year with the Fertility Care Center
(FCC), Tocated in Mary Johnston Hospital in the Philippines. The pur-
pose of the ccntract was to provide technical assistance to HMG in surgi-
cal contraception. The activity was funded directly by USAID/N in dol-
lars and does not appear in the HMG budget. Surgical specialists came
to Nepal and taught Nepali surgeons how to perform vasectomies and how to
use the laparoscope in tubal occlusion.

The consultant reviewed with USAID/N and F./MCH staff the technical
assistance requirements for the current fiscal year. A new contract
will be executed with the FCC to assist the Nepal VSC project this year.

Status: USAID/N is processing the PIO/T.

Overview of IRH/FP Project

A new ambassador and a DCM have been assigned to the Nepal Mission.
At the direction of the chief of the Office of Health and Population,
USAID/N, the consultant prepared a briefing paper on the new Integrated
Rural Health and Family Planning Project (see Integrated Rural Health and

Family Planning Project, 0135).

* See Robert Y. Grant, et al., An Evaluation of AID-Financed Health and
Family Planning Prcjects in Nepal, Washington, D.C.: American Public
Health Association, 1980, p. 91.




Status: The briefing paper was completed.

HMG Financial Management

The consultant reviewed the significant components of HMG financial
management procedures. Among the key elements that were identified were
budget cycles, release procedures, and reporting requirements. An outline
of the HMG financial management system was prepared (see Appendix F).

Status: Three oral presentations were made to USAID/N and contractor
staff,
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III. FUTURE PROGRAM NEEDS

The FP/MCH Project has made significant progress in financial manage-
ment (particularly in accounting for USAID/N funds) since the consultant's
first visit to Nepal. Advances, including those for several previous
years, have been accounted for; the financial record. of USAID/N and the
FP/MCH Project have been reconciled; constraints on the system have been
assessed.

Financial Management Training

As in any program, additional tasks remain to be undertaken to continue
improvements in program management. To follow up on the assessment of
existing constraints in financial management, the FP/MCH Project must im-
plement the remedial actions designed by the financial management staff
in the past year.

During a previous visit, the consultant noted the lack of training for
district accountants.* Thirty-one of the 40 accountants working at the
district level have received no training in HMG accounting procedures.
Supervision of the accountants is also weak. Numerous monthly financial
reports are received late. The consultant feels that late reporting is
the responsibility of the district family planning off1cer (FPO), not
the district accountant.

FP/MCH financial management staff have identified the major problems
in managing project funds. They have written a course outline to train
district accountants in proper procedures and to train FPOs in supervision.*
A remaining high-priority task is the scheduling and initiation of tne
training program. The consultant recommends that USAID/N be prepared to
financially support such a training program.

The training program will not resolve all problems in financial
accounting and reporting. But it will reduce to a manageable level the
nurker of errors and delinquent reports received by the central financial
management staff. This will be particularly important under the new
USAID/N "reimbursement" system. Senior financial management staff will
be able to focus their attention on a limited number of remaining prob-
lems. A year after initial training, additicnal instruction to further
upgrade the skills of district accountants and FPOs will be appropriate.

* QOp. cit., Volume II, Appendix F.



PBHIl Project Evaluation

A previous USAID/N contractor, the University of California, Berkeley,
recommended that health extension workers be ascigned to villages to pro-
mote family planning. UWith USAID/N support, the FP/MCH Project implemented
this recommendation two years ago. In the current HMG fiscal year, USAID/N
wiil again provide 10C percent funding for the PBHW project. The current
budget requires that USAID/N provide more than $800,000 (converted to
rupees) to support this project (see Appendix E, Part 3).

The PBHW extension workers are an important addition to the FP/MCH
Project. Substantiated contraceptive acceptance and use rates in Nepal
are low. Contraceptive motivators and suppliers working in villages
shouid increase contraceptive usage. The PBHW project is costly to
USAID/N, because it supports the addition of a cadre of health outreach
workers at the village level. It is presumed that the HMG payroll will
eventually have to absorb the salaries of these workers.

The impact of the PBHW network should be verified. The increase in
contraceptive practice as a result of the PBHW project and the cost rela-
tive to other program inputs should be determined. The following would
be among the main points of such an evaluation:

--basic knowledge and <kiils of PBHWs;

--work routine and job performance of PBHWs;

--effectiveness of supervision;

--adequacy of management, including salary payment,
provision of contraceptive supplies, etc.;

--increased acceptance of contraceptives by villagers;
--shifts from less reliable to more reliable methods;
--increased continuation rates;

--cost of a woman per year of protection compared to
costs of other FP/MCH activities; and

--the ef”ectiveness of the PBHW in stimulating community
participation in family planning and health.

The results of such an evaluation would indicate how the PBHU project
might be continued.
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IV. SUMMARY

The consultant was requested to provide assistance to the Nepal
FP/MCH Project in a broad range of management activities. Specifically,
he was asked to respond to requests from HMG, FP/MCH, and USAID/N staff.
This report reviews the consultant's activities during September 23, 1980 -
December 18, 1980.

The consultant's specific tasks were to:

--assist FP/MCH staff in preparing annual financial
statements on three USAID/N-supported programs;

--assist in reconciling accounts between FP/MCH, the
moF, and USAID/N;

-~draft a funding mechanism for the MOH;

--assist in designing a new USAID/N release procedure
for local currency;

--assist in drafting the PBHW wurk plan;

--assist in conceptualizing and writing the
VSC work plan;

--draft requirements for the Fertility Care Center's
technical assistance to the Nepal family planning
program;

--writing a briefing paper on the new Integrated Rural
Health and Family Plannina Project; and

--yresent an overview of HMG financial management procedures.

The APHA consultant encountered no significant problems or barriers
while performing his duties.

Both FP/MCH and USAID/N staff made an obvious effort to make the
work of the consultant easier as well as productive. Mr. Govind Mishra,
head of the Financial Management Section, provided the consultant with an
office at the FP/MCH Project and numerous support services as well. The
staff of USAID/N, and particularly of the Office of Health and Family
Planning, generously shared their time and knowledge with the consultant
to facilitate the performance of his duties. The consultant very much
enjoyed this assignment. It was personally and professionally rewarding
to work with many old, and some new, friends in Nepal. 7he small vic-
tories were savored mutually.

-10-
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Appendix C
FP/MCH CERTIFIED STATEMENTS OF EXPENDITURES

FY2036/37 General Operating Expenditures

Transmittal Letter (in Nepali), December 8, 1980
Financial Statement
English Translation

FY2036/37 PBHW Expenditures

Transmittal Letter (in Nepali), December 8, 1980
Financial Statement
English Translation

FY2036/37 VSC Expenditures
Transmittal Letter (in Nepali), December 8, 1980

Financial Statement
English Translation






Part 1
FY2036/37 GENERAL OPERATING EXPENDITURES
Transmittal Letter (in Nepali),
December 8, 1980
Financial Statement

English Translation



e rrwré—.’? oen s ks =T ?°$@'='!?
SET
b 11 Bl £ il '“‘-“’/'5<<
- AT 3 034139 Y FTATTOT FIAPET W X |
5T ¥ 9371,
W2 F gETTaT TMT FTEWY HETITST ,
TRAES, FTINTUET |
L] - —pen

g AYIATIT STFT G & T TP S ATS T AT T 034130 {T ¥ PAsTAT THHY
7Y PTIATO T ATy ST ¢ AT AT AT © 45,93, 000 (= X7 WePuy weTAT
ATT AT 7 2193G4VEIYE T J <7 T ITY & ATC "IN ¥ ywwcuejde T =97 *
¥ 33447C) oE TIFTIT WTH TormRY F 03424224000 # 7¥ © Geyroedve T TEA
Freqt Y PTEATY T 3 gw v ITT 91 s 7Y TR A AR 9T AT
IITEEFET @ W T AT A 37 TIFTHT @UT ITArey yrmanT Prelw JITES ITm
ﬁmaﬁwﬁmqwearser\min‘hﬂmma‘rﬂgwaat‘m’ﬁgl

v, IT F 0331 FT IHPTH FETTHY JIPTH T TW tz/'\;vqwu?o Y oo
QY T 10006 W A TTFTTRT WIWATS ¥ AT N T Ty gy A %
Oy0) ee TXT BT Y 7Y FIFTFT AT FIFTHT §A F IYIATIIC 0y eel 0 8T WP
TAYAT & 233002108 OTX PRETNT TN TGETAY TROT 03410 o3 Y TATIT INT FUAY
IPT T Y0 e IT ¥ O3y | IY FT YT PHTAT A WY |



Fiscal Year: 2036/037

froa

Hinigbryof Mealth
..epal ramily Piapiiimg & MCH Project
~i{atement of urpenditure PBHW Program

July 16,-1979 to

July 15, 1980.

Spent for ' Released up °* ' ' ﬁgsgg '
eees oscee ' to the g Accounts Mame » Annual ' diture , Balance
quarter ' quarter ' ' ' '
[ ] ] ] [ ] [} .
o 2160572.00 , 1,  Salary » 2651572, , 1949110,20 , 211461,80
* 604188,00 ' 2.  Allowance' ' 824188, ' 457146.43 ' 147041.57
] ] [ | L] '
. 909720.00 , 3. TA/DA « 1262320, , 524630.77 , 384689.23
' 508720.0¢ ' 4,  Services ' 28872C. ' 207C03.44 ' 301716.56
L ’ ] L] ?
. 105371.00 , 5.  Hent «  460C0. ,  10772,00 ,  94599.00
' .B8YS50.00 ' 7.1 Office Supplies ' 229950, '  95346.99 ' (6396.99)
? [ ] ¢ [} ]
o 150C0.00 , 7.2 Books & Magasine « 42000. , ,-T15.,00 ,  14285.00
'  60000,00 ' 7¢3.1 Feul for Vehicle ’ ' 21351.90 ' 38648,10
[ ] ] ] 7omo. L | ]
v 10000,00 , 7.3.2 Feul for Others . v 2aTn.s2 , (11771.82)
' 646099.T7 ' 7.5 Office uquipment ' ' 102686.05 ' 543413,72
' ' s 523850, , '
' 120379.23 ' 10.1 Furniture ' ' 87205.04 ' 33174.19 .
] 1] ] [} L
. - + 9+  Contingencies 20000, 2646,00 , (2646,00)
' 80000,00 * 6. Repair & Maintenance * ' 35541.62 ' 44458,38
L [ ] L) [ ] | ]
‘ - . 10.2 Vehicle » 100000, 2000.20 ,  (2000,00)
L} ] ] | ]
| ] L} ] ] ]
] 1 ] L} | ]
] [} [ ] L | ]
[ ] ] ] * [}
« 5308600,00 , Total , 6067600, , 7517927.26 , 1790672.74
1 ] t ] ] [
At
o R I C’ -
“'W i “: v e B ‘JQ? :‘“"M\‘




Ty He -

:rmq—r‘;r?_;" e ‘_A“"

Srm- (O ¥)

B I W T AT I B IT T oIy 5T I Araavar v Y T )
FEYUCef Yo HT IPATWT AT 7 5T qIR TR © Y 20) ve WA YETND UMY I7MACT TEF
T T 393005 & T WFY FFAETY ITATTHT ITW IT T AT qUET o€ g 7Y IT T AT
REFETIRTT 7 W € ATY Y WY W T T v 2 vt T © vRoRAY) 03
IT T 03Y134 T 7™ IYTQTY F7AR ACTRT AT IYIATAT WY ATy AT 1A

T ORUNTH YO STR VS T eLefSyb &Y F9 ITPITY A AT |

g 3T T 0N I4 BT TIAFTHT I GAFT FTXOTAIT © 1ewdyc|?3 g vy © 370 & Y
T ATITIRF AT ARRTEATE @ 7§ R HTOTOT STARET © dewdciy w2
5&5# ToIY | GT T FTNEEY ITITRRT AT 7 G141 40 FY STPT g v ¥ ITT O AR
s "r XA T efefTY L T UTF TR §7 TN TIPTeT © 1330wive X w 3T
aTTTTATE ¥ Y & 1w E) T3 APT THT § 4Y00e sy WIF T RET )

¥, J T® T ITT & w1 A ampYATHIT IT 7 0410 Fr I IPewn SYPEey ©
Uy &2l 7T IRA WA AT AT T 02014 T FHY JPTISY STATCRT ® AL R L
ummﬁ?mﬁtgmv:ﬂerﬁvﬂ'sﬁmmime.n%m&s
WEFEFT OF TR ¥ IPL0YY) Ve OTT TTTAW TN AT XPRAT FAT 1A O
twerd qTPaea Frag Mg O o o Ty i WogeT TSTAT YT AT ¥ oy
5T TILTET g AT TR TCEgRr ATATOT v qevdie) vy 3¢ wTeTTre W neRT )

e
.






Piscal Year: 2035/037

Ainigkry of lealth
»epal Family Planning & HC3 Project

Statement of ‘S.-:i:-g_gitun

Zroa July 15,1979 'so. July 15, 1980,

Spent for Released up , P T ¢ Annual , Cumulative.
seee vees ,to the ) Account: Name , Budget |, Zxpenditure , Balance
quarter quarter . . . '
’ i 1] ] [
'T747427.54 , 1. Salary 6442000, , 7757766.07 , (10338,53)
'1495811.43 ' 2. AllOwance '1356000. ' 172320%.73 ' (227392.30)
t L t $ L}

+ 1414679.47 , 3. TADA 11452000, , 1032505.90 , 7382173,57
' 856%24%,29 ' 4, Services ' 766000, ' 482771.24 ' 3713572,05
L * ] L] [ ]

, 504628,15 5. Rent , 510000 , 515475.93 , (10847.78)
' 151905.57 ' G. Lepair & Haint. ' 350000. ' 145483.21 ' 6422436
] ] ] L] 1 ]

1 240599.1C , 7.1 Office Bquipment , 230000, , 213840.16 ,  26758,94
' 13147.08 ' 7.2 Books & Magazine ' 75000, '  13766.90 ° (619.82)
1 ] 1 (] ] [ ]

v 319939.35 ,T¢3.1 Fuel - Vehicles  , 540000, , 286708,64 ,  33230,72
' 196821,02 '7.3.2 Puel - Others ' 321000, ' 142168.64 '  54652.38
[ ] L ] [] ]

v 12902235 , Te4 Food & Clothing  , 150000, ,  84211.15 ,  44811.20
‘1070768411 ' 7.5 Other Materials  '1667000. ' 1021581.95, '  49186.16
1} [ 4 ] [ ‘ ]

, - , 8¢ Financial Add , 40000, , 794.67 (794.67)
' 144796.C7 ' 9. Contingencies ' 131000, ' 129908.62 '  14888.25
L} ] [] L [}

. 420,77 ,10.1 Furniture , 20000, ,  19691,00 . (19270.23)
! 50217. 05 ' 10,2 VQMCIQ- ) ' m- ' 49950.00 ' 267. 05

] ] ] ¢ ]

v’ - .92 '101 3 Hacmery N lsm. ¢ - ' -y 92
' - 12,1 Conatruotion ' 30000, ' 1398.98 *  (1398,98)
] L ] [ ]

[} L L} [ ] ]

] 1 ] L ]

[ ] [ ] ] L}

] [} [ ] ] ¢

] [ ] T ] L

[} t t ] 1

[} t t t t

[ ] ] ]

,14336528,08 | Total 14329000., 13621226,79 .  T15301.29

AR |
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Statelivos” Fund

Cash received up t> . . - . . Quater B
the 4rth 143,36,528.08

Cash in Bank Bs . . « « &
T,15,301.29
Unecleared Advances 5. . & o o« &

Expenditure after decucting uncleared advances fs. . . .

Certifiec Cash Balance is correct.

. Cgub I8 2 .—" / >

S Accountant Project Chief

Date: . .« «+ Dates. o« o o o

The total amoun- expended hereunder was the purpose
authorised in Projec Agreement . .« o+ and is
supported by the doc mentation required by said Project

_Agreement on file in HMG/N.

Budret [lalennet
m2 - - W6043,000,00
USAID = - M254,879.49

Otbers dczors - _ 3290,645,50
Total -« ki 1,43,3,528.08



http:MW43000.00

His liajesty's Sovernment
Healtn .dinistry
flepal Family Planning
and
laternal and Child Health Project
Central Office

Date: 2037/8/12

Subj2ct: About General Program Expenditures for

- FY 1979/80 (036/37)

Ministry of Finance
Foreign Aid and Program Division
Babar !anal, Xathmandu

This cconcarns wita expenditure statements to be provided to USAID on the
amount of Tunds made available for this project. Of the ‘total amount of
3. 1i,339,523.30 received, Rs, 6,343,000 was received from HMG,

Rs. 323,564,59 from other foreign assistance and Rs k,254,379.69 from
U.S.A.I.D. 3s 13,321,226.79 was expended. We request you to provide
U.5.,A.1.D., the budget expenditure statement of the remaining

Rs 715,301.29. I also request you to notify U.S.A.I.D., the following

facts related to allotment and responsibility.

1. Of the Rs 240,439.20 alloted by U.S.A.I.D. in FY 1976/77 (033/34),
the cash balance of Rs 233,012.09 was deducted from the source of
HMG and together with that amount the shortfall of Rs 7,427.11 was
requasted by this project, in 034/11/27, to ve alloted by HMG.
According to the letter of 035/3/13 from that office, only
Rs 2,33,012.09 was decided *to be alloted and that the deficit of
Rs 7,427.11 was not alloted.

2. In FY 1977/78 (034/35), U.S.A.I.D. included the amount of
Rs 7,427.11 (which was aztually not received in the previous
year), to the cash balance of Rs 295,531.50 and took responsibility
of Rs 303,003.61 and according to the agreement signed in the
FY, regarding percentage based expenditure, U,5.A,I.D. included the
amount of Rs 184,258.52 which it was not responsible for so that
the total responsibility came to Rs 487,267.13 in FY 1978/79.
Since the project only had the cash balance of Rs 295,581.50, the
responsibility was short by Rs 191,685.63,

3. Since in FY 1973/79 (035/36) there was a deficit of allotment by
Rs 314,558.23 and that deficit was filled froam cash balance of U,S,A.I.D's
Panchayat Based Programs, there was an excess expenditure of
Rs 314,658.23 for general program, when looked at it through
percentage based expenditure, there is a difference of Rs 647,712,74
incurred to U.S,A.I.D, tecause of the agreement which included
Rs 151,535.63 of the previous for the total allotment of Rs 333,054.51
and the shifting of expenditure of Rs 314,658.23 from Panchayat Based
Programs,
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b, Ia the zgreenent with U,S.A 7.D. in TY 1979/80, only the maximum
rasnonsibility of Rs 20L,625 +7as mentioned, but according to
¢ 1373/79 cvercentage based expenditure, the responsibility came
to Rs 333,054.51. According to U.S.A.I.D.'s letter of March 7, 1980

o tnis Ministry, it looks like U.S.A.I.D. will be responsible only

for the amu:3 of Rs 309, -.51, From this, it is not clear as. to
which of the amounts w'™ . - alloted. Also in FY 1978/79 (035/36)
therz was not enough r'u. : . this project to shift responsibility,

so that Rs 314,658.23 /. o be spent from other programs.

At the end of FY after the runds are expended, it becomes clear as to how
much can be spent out of the funds alloted by U.S.A.I.D. The responsibility
exceeds i@ project cash balance and the amount it is responsible for

will be deducted before the receipt or allotment and since the
responsibllity based on vercentage is maintained so, the actual balance

does not tally. The difference has to be borne either from the source

of HMG or the U.S.A.I.D, is reauired to revise the alloted amount.
Thersiore, I request you to teke necessary action on this metter. I also
request you to oome to a decision with U.S,A.I.D, in resolving the problems
immediately.

NOTE: Because the actual financial statements of 1979/80 (036/37) have
not been received lrom all offices, some amounts are likely to be
different. I hereby notify that advance accounts shall be
submitted after the receipts of these statements.

cc: Controller
USAID
Health Ministry, Econ. Admin. Dept.
Teku, Pachali, Kathmandu
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Part 2
FY2036/37 PBHW EXPENDITURES
Transmittal Letter (in Nepali),
December 8, 1980
Financial Statement

English Translation
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23 MAJESTY'S OVERNMENT
AZALTH MINISTRY

Napal Family Planning
and
aternal and Child Health Project
cantral Office

Date:037/3/13
SUBJACT: Regarding Panchayat Based Program Statement

Finance Ministry
Foreign Aid and Program Division
Babar Mahal, Kathmandu

Iy

Jut ¢l 23 3,
Rs 3,517,727.25 was expended. I request you to provide U,S.A.I.D., the
expenditure statement for the remaining Rs 1,790,672.79. In this
centaxt, out of the amount of Rs 759,424.36 which U.S.A.I.D. was
responsiblz for in 1973/79 (C35/36), there was a shortfall of

Rs 314,5653.3 for general eprogram so that the above amount was used for
general program. That amount has yet to be repayed. That amount,
together with the remaining Rs U4hl,766.13 including from V.S.C. program,
there i3 a cash balance of Rs 455,797.38. Because this smount has been
deducted by the Ministry of Finance from the total alloted funds, I
request you to inform U.S5.A.I.D. of the unability to shift responsibility
on the alloted funds.

303,000 rzceived from USAID for Panchayat Based Programs,

s

We have been writing letters to concerned agencies for taking the
responsibility of Rs 455,797.38. In the letter dated 037/5/2 the Ministry
of Finance intormed us that the allotment was not made because the source
of financa was thought to be HMG, hence the release was ordered to be out
of the Anerican assistance, . The U,S.A.I.D. had already taken
responsibility for tue amount and also, the Minisltry of Finance had again
deducted the amount from the available American assistance., Thus the
amount has been deducted twice. Therefore, we request you to release the
afforesaid amount immediately for closing our accounts.

NOT=: The actual financial statements of the offices of the Project have
not yet been received. If the expenditures are changed, you are
requested to notify U.S.A.I.D, together with the description.

cc: Controller, USAID
Rabibhawan, Katimandu

Health Minisltry, E.A.D.
Pachali, Teku, Kathmandu
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Part 3
FY2036/37 VSC EXPENDITURES
Transmittal Letter (in Nepali),
December 8, 1980
Financial Statements

Line-Item Expenditures
Program Expenditures

English Translation
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Nepal Fanily Planning & YCH Project
78 - 7. R'V. Ho. 2

Pro.Ag .No - Ramsha Pata

Py 03°/03 FINANCLAL STATEMKE?

UrATD/W (h%nsn §}?"an—yover, Rse11,031.25) ~ vsc

boagee Budget » Advances to of level , Reportd Expenditure ’ Jalance .
() ’ L [

1. Salary - : - -
] ’ 1] 1

2. Allowance . - - . - .
* [ ]

3. 2a/DA 41,135 22,562.39 , 18,572.61 .
L J 14

4, Bervice » 12,705 'R _ 11,341,50 0 1,363.50 °

5 Reat » 2’,“ » - . . 23.‘»00 .

6. Bopair and llintemci » ‘.w N 592. e ‘.203 .

7.1 Office sgqloipment » 1,400 . 397.50 . 1,002.50 *

7.2 Book and Marasing N - o - N - .

T7a3s1 Tuel = Behicls . 30,855.50 » 21,132.80 ’ 9,722,70 °

Te3e2 Fuel - Otherl ' 6.863. Y 6.812'45 » 50055 ]

T.4 Food end Clothng e 5,810, » 2,685, . 3,125, °

7.5 Other Material ’ 2,02,760, . 1314,071,.50 . 91,688,50 0

9 Gontlngzenciou » 2'4(”. N 2.62’.‘5 * ( m.‘s *
L k4 M J L 2
» ‘.l, 2.723050 » ‘.79.222. 29 [ ? -

Totnl Expenditare 179,222,29 N
s Uncleared advances :- 1,49,506,21 —_—= é‘\__

1,49,506,21

.5

— St &y .
Cash balance :~ 3,04,271.50 Project Accountaint
The total emount r-xpendad hersund-r wan for the purposes authorised in Project Agresment 78-7, .evision

documantation re .uired by said Project Agroermnt on file in oM3/N.

SR,

Projot Chief
no«2, and is supported by the
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Eroarsa Head Budiet Balosasd Sxpanddture Balance
VSC In
Country Training - 4900000 - 4,000,00
VSC Greund
Transportatien 5,95, 000,00 3,29,000,00 33,7850  2,95,2T.50
VSC Expansiom 3,00,000.00 3,00,000,00 2,95,000.00  5,000,00

Tetal T 8, 33,000,00 3728,728.50 3,0y 27150

Statua of Riod

Beeived up te July 16,1960 Re. 6,33,000 00

Bajance Bs 3,04,271.50

Unelsared idvinmes: 1,49,506.21

Ixpenditure after deductisg uncleared advances 1,79, 222.29

Certificd Dalanee is oerrect.

T sy %"

e
Senioy Acowuntant Preject Chiff

The tetal smeunt expended hereundsr was for the purrese anthorised
in Prejeci Agremnenat 78-7, revigiem ne 2, and is mupperted by the
doomentation roquired by exid Preject agresment on f11P inm EBMI/N,
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&0 HAJESTY'S GOV RNMENT
JZALTH MINISTRY

liepal Tamily Planning
and
“atarazl and Child Eealth Project
Cantral Cffice

Date: 2037/3/13

SU3GICT: About the Statement of Expenditure of V.S.C. Program

Minisltry of Finance
Foreign Aid and Program Division
Babar Mahal, Kathmandu

I am attoaching herawith a statement of expenditures for V,S.C. program,

You are requested to make it available to U.S.A,I.D. The statement shows
how Rs 328,723.30 has been svent out of the amount of Rs 633,000 and

how the balance is going to be spen:t. I invite your attention to the fact
that the amount o Rs 11,3031.25 has not been reimbursed by the Ministry

of Finance and since that amount has not been included you are requested to
notiry U.5.A.I.D. together with the description.

cc: Controller
USAID, Rabi Bhawan

Health Ministry, Bcon. Admin. Dep:
Teku,Pachali
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Appendix D
PLANNING, BUDGETING, AND FUMDING
MINISTRY OF HEALTH ACTIVITIES
Part 1: 1lemo: Swezy to Pande, December 11, 1980

Part 2: Discussion Paper: Planning, Budgeting,
and Funding Ministry of Health Activities



Part 1

MEMO, SWEZY TO PANDE, DECEMBER 11, 1980



T0 : Dr. Badri R. Pande, Chief, FP/MCH Project DATE: December 11, 1980

FROM : Curtiss Swezy, APHA Consultant @

SUBJECT: Planning, Budgeting and Funding Ministry of Health
(MOH) Activities

The present procedures for planning, budgeting and funds flow within
the Ministry of Health (MOH) is a mixed model of administration. Some
activities of the MOH are centrally planned and administered. Other
activities, particularly the specialized "vertical" projects, function
basically as self contained autonomous units under the umbrella of the
MOH. Each management style has its advantages within this mixed model.
Similarly, there are disadvantages associated with both centrally
planned and administered activities as well as autonomous "vertical"
projects.*

The challenge before us is to find a management model for MOH that
captures the advantages of both centralization and project specializa-
tion, in as far as these two options are not incompatible. In addition,
the innovative management procedures we agree upon should minimize the
disadvantages of the two respective management styles.

Specialized ("vertical") projects manifest several management advantages.
First, project personnel have a much more intensive knowledge of the
unique needs of the program than central staff generally have. This, in
turn, permits specialized project staff to maximize funding support for
the project. Project staff are better able to articulate the needs of
these projects. This results is optimum financial support of the project.
This is particularly true in capturing donor funds; but also is true in
obtaining steadily increasing HMG support. "Vertical" project staff have
a record of successfully pressing their case for funding with the National
Planning Commission and the M1n1stry of Finance (MOF). This latter ability
to obtain increased HMG support is, in turn, important in capturing even
more donor funds.

Donors want to be reassured that their support to the MOH is not "driving
out" HMG funds. When HMG funds are used to pay for a steadily increasing
proportion of project expenditures this fact is taken as proof of HMG
commitment to the particular health activity and assurance that donor funds
are not substituted for HMG support.

* The mixed-model of administrativa within the MOH is not a clean dichotomy
between centralized and vertical operatigns. For example, the Community
Health Integrated Project (("'TP) functions as a semiautonomous unit within
the Department of Health Services even though it does not have vertical
prcject status. Donors clearly interact with CHIP as though it were an
independent unit. HMG funds are provided to CHIP both from the Regular
Budget and the Development Budget.



ra
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Specialized projects also have generally better program accountability.
One reason for this is that they receive a discernably higher proportion
of funds to total program needs than many centrally administered
activities. Central MOH activities are frequently expanded beyond their
finarcial Timits and financial accountability is difficult to maintain.

“Vertical" projects also employ their own specialized management staff.
For example, the FP/MCH Project has 21 employees engaged in financial
management at their national headquarters. Program expansion within
the central MOH frequently results in "add on" duties for existing
overextended staff.

A potential strength of centrally administered activities is a higher
degree of coordination between various components of the health service
being delivered. The Planning Unit of the MOH can enhance the coordina-
tion of program components. This would eliminate duplication and
maximize the utilization of scarce resources. Specialized projects, as
basically autonomous units, have minimal opportunities to coordinate their
activities with other services provided by the MOH. Duplication is not
uncommon. In rare instances activities of specialized projects have
actually worked at cross purposes with other "vartical" or central MOH
activities. This less efficient utilization of vesources sometimes
antagonizes potential funding sources (both HMG and donors).

Central planning can well Tead to better coordination and resource
utilization. However, "vertical" project staff have greater insight into
program needs. This necessitates an interactive process between central
planners and program specialists. It also requires an interactive process
between Operating Level and Central Level staff within a given project.
The Planning Uni: of the MOH could play a key role in this interactive
process.

Program planning leads to budgeting (which is a financial plan). The
sequence of information flow that should be followed is:

from Operating Level to Central Level, and
from specialized projects to the central Planning Unit.

At the moment members of the Planning Unit staff are not interested in
assuming a role in the budgeting process, particularly for activities not
managed by central MOH staff ("vertical" projects). It is, therefore,
difficult to envision at what Tocus this central financial planning and
coordination will occur,

Attached is a Discussiun Paper on the planning, budgeting and funding of

MOH activities. It is presented not as the last word in program management
for the MOH, but the first word: a starting point to elicit a full
examination of the alternatives for implementing these three functions in

an innovative manner. It is hoped that the Discussion Paper will lead to the
last word: consensus on how to manage finances in the MOH as we move

forward in the 6th Five-Year Development Plan.

Attachment: A/S
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DISCUSSION PAPER

Planning, Budgeting and Funding
Ministry of Health Activities

INTRODUCTION

Financial management is essential to administering an efficient
health program. Funds of both the HMG and foreign donors support
Ministry of Health activities. The health needs of Nepal will exceed
resources for many years to come. Therefore, scarce resources must be
administered in as efficient manner as possible.

The essential components of financial management include program
p]ans,budgets and flow of funds. This paper presents a format for
implementing each of these functions. As much as possible the advantages
of the present system are incorporated; the vigor of specialized (usually
"vertical" projects) and the efficiency of planning and coordination hy
the central Ministry of Health. In this latter capacity the Planning Unit
is viewed as potentially playing a key role.

Because foreign donors provide a significunt proportion of funding
for MOH activities a discussion is included on the special nature of
foreign donor support. Some donor support appears in the budget as rupees.
Other support is not budgeted, but must be properly utilized by project
managers.

It is hoped that a thorough review of this Discussion Paper will
result in a financial implementation plan that is practical and efficient
for the MOH.

PLANNING

To coordinate the many activities of budgeting and channeling funds a
Ministry-wide program plan should be developed. This plan would incorporate
both central MOH activities as well as specialized projects. The plan
should account for all “tems in the budget. In addition, the plan should
include non-budgeted support from donors.

Comprehensive Annual Plan

The Planning Unit can be responsible for Toimulating a Comprehensive
Annual Plan for the Secretary of Health. The plan could include all the
service and administrative activities of the MOH. Examples include targets
for innoculations to be given, blood samples to be taken, and sterilizations
to be performed. The Planning Unit is in a position to work closely with
the Central Level staffs of the MOH and specialized projects in formulating
such a Comprehensive Annual Plan.



Targets could then be assigned to specific projects. For example,
the number of vasectomies to be performed by CHIP and FP/MCH, the number
of innoculations to be given by FP/MCH and EPI, etc. The Secretary of
Health should approve the Comprehensive Annual Plan. A cross-check of
budgets by the Planning Unit would also be appropriate to ensure
sufficient funds have been earmarked to achieve these targets.

MOH Comprehensive Annual
Plan and Eudget

' Secretary
of Health
v
Specialized Projects”
MOH's Central Planning antral Managemgnt
Management Staff 71  Unit Staff

BUDGETING PROCESS

Essential to any financial management system is a thorough process of
budgeting. The budget should be built from the bottom up. Therefore, the
budgeting process should begin at the Operating Level and proceed through
the Central Level of the various projects on to a total Ministry budget.

Cperating Level

Financial managers at the Operating Level have broad experience in
actual expenditures. The budgeting process should begin by requiring
Operating Level managers to submit projected budgets for the new year to
their respective Central Level offices. These estimates should
incorporate:

-- recurrent expenses;
-- increased expenses; and
-~ new expenses.

When needed, appropriate training on budgeting should be provided to
Operating Level fiscal managers.

Central Level

The Central Level staff of the various health programs are responsible
for compiling aggregate budgets for their entire program activity. The .
basis for these budgets should be a compilation of the individual Operating
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Level budgets. Comparisons should be made between actual expenditures
in the current year and projected program activities in the new year,
In addition, Central Level staff should add budgetary requirements for
program exgansion and innovation unknown tc Operating Level managers.
Central Level budgeting should encompass:

-- collating Cperating Level budgets;

-- verifying budgets by actual expenditures;

-- calculating Central Level funding needs; and

-- budgeting for program expansion and innovation.
It is important for Central Level budgeting to be done in consultation
with the National Planning Conmission, Ministry of Finance, MOH Planning
Unit and foreign donor staff.

Ministry Level

The Planning Unit, under the direction of the Secretary of Health,
could be assigned responsibility for reviewing all budget proposals.
This would include compiling the budgets of all Central Level units. The
Planning Unit would then be responsible for ensuring that all components of
the Comprehensive Annual Plan, as approved by the Secretary, have
appropriate funds in the proposed budget. Specific activities of Ministry
Level budgeting should include:

-- collating all Central Level budgets;

-- ensuring all MOH planned activities are sufficiently
budgeted; and

-- promoting the provision of adequate HMG funds for Ministry
Operations.

It is important to note that while the Pianning Unit (or some
branch of the central MOH) should review all budgets, nonetheless,
budgets of specialized activities should not Toese their identity. For
example, the budget for the National Malaria Eradication Organization
(NMEQ) should be identified as NMEO's “udget and forwarded in tact. The
Planning Unit should not merge budgets of specialized activities into a
single budget presentation.
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Budqet Formulation
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Foreign Donor Funding

Because foreign donors fund a significant proportion of MOH activities
certain characteristics of donor funding should be explicitly dealt with to
insure the maximum benefit from this support.

Upwards of a dozen foreign donors support activities of the MCH.
Donor priorities and funding allotments do not necessarily correspond to
MOH needs and priorities. Within certain limits the objective of the MOH
should be to maximize contributions by foreign donors. Donor funds can
then be used to complement HMG funds for MOH operations.

1)  Budget Support: Foreign donors provide large amounts of
rupses -- budget support -- for MOH activities. This is in contrast to
many developing nations where foreign assistance is limited largely to
hard-currency expenses (technical assistance, commodities and participant

training).

The primary responsibility for capturing donor support would logically
rest with the Central Level staffs of the various MOH projects. These
staffs presently work with donor personnel to elicit support for donors'
favored activities. These funds are then incorporated into aggregate
budgets which could be forwarded to a Ministry-wide coordinating unit such
as the Planning Unit.
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2)  Non-Budgeted Support: Donors support MOH activities with their
own direct hard-currency expenditures. Examples include turn-key
construction, ccmmodities, training (particularly out-of-country training)
and a wide variety of technical assistance (such as APHA consultants).
Information on this non-budgeted support should be included in total MOH
budget plans. Careful attention should be paid to implied commitments for
HMG support in future years as a result of these non-budgeted donor
contributions.

3) Implementation Plans: HMG funding is provided for the MOH after
consultation with the National Planning Commission and the Ministry of
Finance. However, donor support must be specified in a written agreement
approved by the MOF and the line Ministry (e.g., MOH).

Funding agreements must be negotiated between the MOH and the donor.
When support is intended for a specialized project, it would seem
appropriate that the Secretary of Health would be assisted by the
specialized Project Chief in these negotiations. Authority to commit the
HMG to an agreement with a foreign donor resides jointly with the
Secretaries of Health and Finance. Once donor grant agreements have been
signed the individual projects are responsible for implementing the
specific components of the plan.

In order to specify what activities will be undertaken with donor
support the individual projects could be required to write an Implementation
Plan for each identified activity (examples of Implementation Plans are
available for review). If, for example, the FP/MCH Project wanted to mount
a campaign for voluntary surgical contraception they would draft a VSC
Implementation Plan. The Planning Unit could be responsible for drafting
for the Secretary Implementation Plans for support of central MOH
activities. Each Implementation Plan should include:

-- a brief description of the health need addressed and relevance
of proposed activity (continuing programs would describe the
history of the program);

-- description of activities to be undertaken including quantifica-
tion of activities and expenses;

-- description of program evaluation including program reports to
be generated; and

-- description of program monitoring including funding source(s),
supervision and financial reporting.

The Chief of each Project would be the appropriate officer to approve the
Implementation Plans. These could then be forwarded to the Secretary for
signature. The Planning Unit could be assigned responsibility for
monitoring Project compliance with Implementation Plan stipulations.



The individual Project Chiefs would contirue to be responsible for
executing Implementation Plans. The Project would maintain appropriate
Tiaison with donor agency staff as now. Project staff would be charged
with ensuring compliance with all donor agency requirements.

FUNDING CHANNELS

Fundamental tc any financial system is the flow of funds from source
to expenditure. In the case of Nepal this includes HMG Regular Budget
and the Development Budget funds and donor support.

Currently, HMG and donor funds flow both to the central management
staff of the MOH as well as to specialized (usually "vertical") projects.
On balance, specialized projects have proven very effective in maximizing
funding support for their program activities. But, coordination between
projects has been incomplete. To allow for both of these factors the
following procedure is proposed for channeling funds to the MOE.

HMG Funds

To obtain HMG funds the MOH must receive support from both the
National Planning Commission (NPC) and the Ministry of Finance (MOF).
Staff of specialized projects would reasonably be expected to continue
to maintain liaison with these two HMG branches. Program needs have to
be explained in detail to the NPC and MOF. The specialized projects
could receive assistance from the MOH Planning Unit in preparing these
presentations.

Donor Funds

The specialized agencies, it would appear, should be allowed to
continue to negotiate directly with the staff of donor agencies for
support. The specialized agencies have documented an impressive iecord
in the past of obtaining donor funding. Central management staff of MOH
could appropriately continue to negotiate with donors for support of
activities not included in specialized projects.

HMG Funds
Negotiation
National Planning . Ministry of
Commis ,ion lllllllllllllllllllllllllll Financp
.-ﬁ\\._\.h.hh.\ '
’//M_\-_ |
e e |

Central Management Ke++*-- Unit Projects

Ministry of Hea]th]( ){ Planning e Specialized
Staff
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Funds Release

Release procedures should remain the same as currently in effect.
The Ministry of Finance would continue to release all funds to the
Account Comptroller of MOH designating which projects the money is
supporting. This means MOH Central Level financial management staff,
both specialized projects and MOH,would continue to receive a check
issued by the Account Comptroller,

It would follow that Central Level financial management staff would
forward funds to the Operating Level units under their jurisdiction.
Steps must be taken to ensure that funding source identity is maintained
when making expenditures, particularly.at the Operating Level.

HMG and Foreign
Donor Funds Flow

Ministry of
Finance
|

4
~MOH Account

Comptroller
!
mmmmmo s 7
~ S 1all ‘g Project
MOH Financial peciailzed 'rojects
Management Staff §EQ$QC1a] Management | | cENTRAL
; | LEVEL
4 4 OPERATING
Operating Level Operating Level LEVEL
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Financial Reporting

Expenditures, by funding source, must be recorded by Operating Level
and Central Level accountants. Reports of expenditures would continue to
be forwarded by Operating Level staff to the Central Level. Central Level
staff, as now, would collate financial reports and prepare a consolidated
statement of expenditures. Incorrect, undocumented or otherwise
inappropriate expenditures must be corrected by Central Level staff.

One proposed change in current procedures is suggested. Consolidated
expenditure reports from specialized projects could be forwarded to the
MOH Account Comptroller. The reports could then be reviewed and forwarded
to the Ministry of Finance.

Tha role of the MOH Account Comptroller would not be to collate all
repcrts trom the multiple Central Level officess. No attempt should be
made to prepare a consolidated financial statement for all MOH activities
(just as there would be no consolidated budget). Specialized projects
should continue to prepare financial statements for the Ministry of Finance
as if they were autonomous projects. 2

The role of the Account Comptroller could be, rather, to review and
monitor individual financial statements. Inconsistencies in reports could
then be screened before forwarding to the MOF. The Account Comptroller
would be in a position to note late reports and assist central staff and
specialized projects in resolving problems with reporting expenditures. In
this manner the Account Comptroller would function as a resource person for
the financial management staffs of the MOH, both central Ministry and
specialized projects.

Financial Reports

Ministry of
Finance
t

|
MOH Account

——— e ——— ——— Foreign
(when appropriate) 531 Donors

Comptroller
MOH Financial Specialized Projects
Financial Management CENTRAL
Management Staff Staff CEVEL
T 0
| P
Operating Operating Operating Operating OPERATING
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SUMMARY

A sound financial management system must be implemented to ensure
the efficient utilization of funds by the MOH. The basic elements of
such a system include planning, budgeting and funding. This Discussion
Paper describes one possible format for such a financial system.

In the proposed format the vigor of specialized projects is protected.
At the same time the necessity for coordination is recognized. The
Planning Unit is viewed as one poicible locus for this coordination,
including financial coordination. ubviously, other units of the MOH
could be substituted or share in the role.

The first step in a sound financial management system is a well
thought out program plan; quantified by service activity. Budgets must
then include sufficient funds to achieve these goals.

Because foreign donors provide substantial support to the MOH
consideration must be given to the special relationship with donor
institutions. This includes a frank acknowledgement that donor
priorities do not always coincide with HMG's primary interests.

Funds must flow from HMG and donors down to the primary points of
expenditure, the Operating Level. Records must be kept of expenditures
by funding source. Reporting can remain the same with the possible
exception of the MOH Account Comptroiler being ¢ resource person to
Central Level accountants, reviewing financial statements prior to
submission to MOF. :

This format is suggested to initiate a discussion on the important
task of implementing a suitable financial management system within the
MOH. It is not anticipated that this format will be implemented as
presented. Rather, the goal is for a critical review which will produce
consensus on procedures that are appropriate and realistic for the MOH.
When such procedures are implemented the important work of providing
health services in Nepal may move forward. :
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APPENDIX A

The Role of the Planning Unit
in Financial Management

According to the model sstablished by the National Planning Commission
the role of a planning unit should include program planning and policy
formation, coordination of program implementation, and monitoring and
evaluation. A subset of these three tasks for financial management would
be resource allocation.

The Planning Unit of the Ministry of Health is performing some of
these functions at present. In fiscal policy determination and monitoring
of expenditures the Planning Unit plays little role, and in fact has no
plans to become involved in this aspect of the program.

Three alternatives exist for the Planning Unit in the formation of
fiscal policy and financial monitoring:

-~ no involvement;

-- planning and monitoring at the macro-level with inputs
provided by specific program managers, or

-- total policy formation for all projects and responsibility
for finances.

Each alternative has advantages and disadvantages.

The attached Discussion Paper assumes a role in financial management
for the Planning Unit on the middle ground. The first alternative -- no
involvement in financial management -- is rejected becatise it does not
appear to be possible to conduct realistic program planning with no
reference to resources to support planned activities. The Jast
alternative -- total control -- is also rejected. A vital component of
the present management system, the vigor of vertical projects, would be
lost.

A middle ground position for the Planning Unit is selected in an
effort to capture two dynamic forces in MOH financial management: the
vigor of semiautonomous specialized projects (usually "vertical" projects)
to solicit funding support combined with the efficiency of centralized
coordination. If this balance can be attained the MOH will continue to
receive substantial HMG and donor support. At the same time, greater
efficiencies will be realized in the allocation of scarce resources.

The role of the Planning Unit in this middle ground of financial
management would then include:
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Planning:

The Planning Unit would te responsible for formulating the
Comprehensive Annual Plan (CAP) and obtaining épproval of
the Secretary. However, substantive inputs for the CAP
would be provided by individual projects.

Budgeting:

The Planning Unit would collate the :udgets of all
individual projects. In addition, the Planning Unit would
cross-check to determine if sufficient funds have been
reserved to achieve targets in the CAP,

Funding Channels:

Shared responsibility would prevail for obtaining funds.
Specialized projects would carry greater responsibility
for obtaining donor support. Central Ministry staff would
have greater responsibility for maintaining and increasing
HMG support. No current channels of communication would
be interrupted. The Planning Unit would be specifically
charged with evaluating implied future commitmcnts of HMG
funds resulting from donor support.

Even within the middle ground the case can be made for greater or
lesser participation by the Planning Unit in financial management. It is
hoped that the Discussion Paper will precipitate consensus on the best
mechanism for managing finances in MOH. This consensus must also include
a clear role definition for the Planning Unit.
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tnder sha rew Crant Mrreement siomed Aupuet 31, 1910
USAID/Meral =711l rrevida suprort to the MG Lealth sector
throughout rie Tifth T-Year Pevelopment Flan. Anprovimately
$6.8 million of this sunport will be convert. i to rupees to
pay for hich nrioritv expenditures for which BMG funds are
not presently available.

USAID/Menal hLas supported the rupee hudzet of :INC

Iamily =~lannint nrosrans ‘or o number of years.
This budzet sunnort las assisted in increasing the cuantity
and cualitv cf nealth services provided throuziout the King-
dom. Li¢ vroia2ct directors are clearly desirous of receiving
this support during the new 5-Year Plan reriod and USAID/
Henal has responded by desisnating over 51 million,per vear
for tiis nurrvose,

.
ey
L and

Uafortunately, the provision of local currency support
to the health sector has precipitated internal AID manage-
ment nroblems. Zoth USAID/Mepral's Controller's Cffice and
rezional AID auditors have bYeen critical of the way in which
USAID/ienal has tonitored budeet support to the I1IG health
sector. Tet, “liszion staff telieve this local currency
support is vital to the continuinz zrowth of a national health
systen. UZAID/Yepal remains firmly committed to providing
rupee hudret support to the MG health and farmily planning
nronrars for the next five vears.

To ensure an uninterupted flow of USAID/Nenal-provided
rupees to the health sector, USAID/eral proposes to alter
the procedures for the transfer of these funds to HMC. These
changes will cnable USAID/ilepal to conform with the internal
AID requirements on financial monitoring. At the same ti. =
these changes will have no effect on HMG rules and regulations
for funds management and accountability. HMC health sector
projects will continue to comply with Auditor Ceneral pro-
cedures for distursement and accountability as they do now.

Two fundamental changes are proposed in USAID/Nepal
disbursement procedures of rupees to the hecalth sector. First,
rupee expenditures will be reimbursed upon submission of
satisfactory evidence of actual expenditures. Second, a one-
tire advance will te provided by USAID/YNepal to the Ministry
of Finance to te used to provide working capital to the health



secter., wree Junds will continuve to flow Irom tihe .inlstr
of Firanca £n rthg indagtrv Af Haalrk according to P rules
anc reculations.

Currently, USAID/Nermal advances funds for health and
family -~lanninc =roiects aft the harinning of the [TC fiscal
year. After the close of the fiscal vear USAID/Nepal cal-
culates its proportionate share based upon total expenditures.
Normally this means taat some of the funds optimally committed
by USAID/iiepal are subtracted from the contribution (even if
these funds have been budzeted and spent by the respective
healch mrnjects). TUrnder tliz =wresent formula MG Linancial
@anacers do ncc imow rrecisely Liow rwueh money USAID/YNepal
will authorize until arter the cloce of the HMG fiscal vear.
fiot surenrisingly, tihis has caused problems duly noted by
AID auditors.

A. Direct leiwmbursement

Under tiie prorosed system USAID/ilepal will reimburse
health projects for actual allowable expenditures. ilo long-
term recerds of outstanding advances will be required, thus
greatly simplifying the exchanze of records between HIG and
USAID/ Teral, This alternate Drocedurg %11l remove USAID/
tienmal's vulnerability to criticisti by auditors for failure
to prcpc“l' v:onitor the use of 'SiIu~arov ded rupees. D3y
ramovinz this criticism the danger of USAID/Memal support
beinr interrurted by unsatisfied auditors is virtually elim-
inated. The procedure of reimbursement for actual expenditures
- potentially creates a problem for the inistry of Health.

The health nrojects will not have any initial USAID/Nepal
funds to malie expenditures for which reimbursement will be
claimed. This problem is addressed by the second proposed
procedure, '

B. One-Tire Advance

A one-time advance, in an amount to be mutually-agreed-
unon, will te provided by USAID/MNepal to the ildnistry of
Finance. These funds are to enable the MMinistry of Finance
to provide working capital to the healta sector. Funds will
be advanced by ti.e Ministry of Finence to the llinistry of
Eealth in accordance with MG rules and regulaticns. The
Ministry of Health will account for these funds as they do now.
USAID/Nepal and the lfinistry of Finance will reconcile the
one-tirie advance at the conclusion of the five-year grant.
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costs. Avreed-unon items for reimburssment and maxdimum rupee
amounts will be specified in sub-obligating documents jointly
drafted by the Ministry of iiealth and USAID/Jepal liealtn and
Family Planning Office staff, All financial record keeping
and accounting will be done in compliance with standardized
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The staff at USAID/!ienral helieves these two procedural
chanses will eliminate past cricicisms of USAID/UWepal funds
nanazenent of rupee support to the health sector. This, in
turn, will srovide assurance of continued uninterrupted rupee
support of health nrojects. Your couments and suggestious
on these tuo srocadural changes will be greatly appreciated.

FCS:lo 19/25/80



Part 2

IRH/FP PROJECT IMPLEMENTATION LETTER,
NO. 3, DECEMBER 1980



UNITED STATES OF AMERICA
m AGENCY FOR INTERNATIONAL DEVELOPMENT
N Y, MISSION TO NEPAL

N

Mr, Goraksha Bahadur ithuchhe Pradhan
Secretary

Ministry of Finance ;
Babar Mahal

Subject: Implementation Letter No. 3
Integrated Rural Health/Family
Planning Services No. 367--0135

Dear Mr. Pradhan:

In accordance :rith principles of agreement reached during a meeting on

11 December 1980 at the Ministry of Finance between representatives of HMG
and USAID, this prcject Implementation Letter establishes. tha-funding
procedures that will be followed during the life of this project.

In brief, the funding procedure for the IRH/FP project (367-0135) would
follow the steps outlined below:

1. The Ministry of Health will develop annuwal work plans with which
USAID will concur. From the work plans, an estimuted budget will be
prepared by line items and will indicate the equivalent share of
cost to be borne by HMG and by USAID. The annual budget amount will
be used to determined the quarterly cash requirements,

2, C »ies of these annual budgets and quarterly cash requirements will
be forwarded by the Ministry of Health to the MOF and USAID accompanied
by a request to provide funus on yuarterly basis for project use
during the coming fiscul year, Semi.-annual budget reviews and
revisions, if applicable would be initiated by the Ministry of Health,

3. Upon receipt of these documents, MOF end USAID will review them. If
acceptable as submitted, or as modifi¢d in coordination with the
Ministry of Health, IMOF and USAID will agree on a quartsrly cash flow
plan for the project for the coming fiscal year. 4t this point USAID
will issue a Project Implementation letter (PIL) to the Ministry of
Health concurring with the work plan and agreeing with the budget for
the coming fiscal yesar. A4t the same time, a PIL will be issued to MOF
under terms of which USAID will agree to provide working capital
equivalent to the celculated JSAID share of project costs:for o current
quarter and the subsequent yuarter

4.  Assuming the Ministry of Health has met the HMG re,uirements for
requesting the release of funds, MOF, will authorize prompt guarterly
release of funds in accordance with the agreed project cash flow plan,
The fund releases will be for the full amount of the calculated
estimated WG and USAID shares.
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5. At the end of each quarter the Ministry of Health will submit to MOF
and USAID accountings of all expenditures incurred in that quarter.
The accounting to MOF will follow standard HMG regulations and will be
the basis for retermining whether or not the Ministry of Health is
eligible to receive the cash advance for the next quarter (i.e. the
second quarter following the one for which the statement is being
submitted). The statement to USAID will be in the form agreed by
USAID and will be used to deter.ine the reimbursement for project
expenditures that is to be provided to HMG by US&ID,

6. After reviewing the statement of expenditures, USAIL will provide MOF
with a check in an amount ecqual to the allowed and approved expendi-
tures plus an identification and explanation of any claimed expenditures
that USLID had disallowed.

If the project working capital loan to MOF then exceeds the working
capital requirement for the calculated estimated USLID share of
project expenditures for the current and forthcoming quarter, then a
credit will be taken by USLID ageinst the reimbursement to reduce the
working capital loan to the level necessary under the projsct cash
flow plan.

7. MOF ancd USAID will monitor the expenditures of projects to determine
if and when medifications in the projucts cash flow plan are necessary.
Changes will be made by mutual agreement between MOF and USLID, and
will be recorded in a PIL amending the appropriate preceeding PIL.

The above funding arrangements are intended to in no way change HMG's
established financial/accounting rules and regulctions for financial menage-
ment of donor assisted projects. The intended change is that all relcases
of funds from MOF to the implementing Ministry or figency will be entirely
"HMG fiinds_ruther “than a mix of HMG end USLID funds. The Ministry of Health
will cnn+1nuu to adhere to HMG's proczdurvs for requesting and accounting

of funds. o .

l

the~hOF—agrees_u1$h the above procedures, plecse respond by letter to
%' N

|

—— ..

: ‘ _““-~—~——-3
S S : Sincerely,
S ; - o BTl gl

o ; . o i o~ A

':' T T T s e Thomds L. Rose
i T Lcting Director
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LETTER, PANDE TO VAN DER VLUGT, DECEMBER 12, 1980






Dre Gereld V. vaa der Vlugs, Chief
UEAID/R 0ffice of Nealth and Yexily Fhamning
Bhawan

Radd
Vesluatary Jurgical c.mga U3axl
Budgeted 1 993,000
Requivemant @
lat m-nrtdl' 994300
ead uarter 397,200
Jrd uarter 257200
th (usrter 99,300

auun.iammeum.orwuunmmuamu
the Hinistry ef Vizamee (MOF) the funds designated in these cash flew
requirements fer the first tve quarters. Thie weuld ke in ths follew-
ing amounts:

GOR 3 s E.SBOM
PRAY 2 8,352,200
vs8 " 496,500

VQWMM”thﬁMﬂM&MM”M“mm
ascunta shown for Ird (merter requiremsats by Jamwary 15, 1?81. :

nmnnmmummmmnun«munmm
us know, w.mwz.m-mmuma
USALL/K, particularly the Offise of Health and Femily Plaraing, in fusde
ing FP/XCH Preject astivities. -

Very sizserely,

D2e Badri R, Pamde, Chicef
FZ/MCH Prejest
083 Sesretary, Miatlstry of Xealth

g Hinistry of Iinmmoe
Feveign Aid Divisiea

8 ACTiag Direetor, USAID/X
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Appendix F
FINANCIAL MANAGEMENT IN NEPAL

ISSUES
A. Management
B. Funds Release

ELEMENTS OF HMG FINANCIAL MANAGEMENT SYSTEM
A.

1. Donor
2. HMG
a. Central Level
b. Operating Level
Accountability
1. Donor
2. HMG

Authoriza~ Panchayat
tion Bill Approval

Accounting System

1.
2.
3.

Advances
Single-Source Funding
Chart of Accounts

Budgets
1. Two Budgets
2. Repetitive Budgeting
Cycles
1. Budget
2. Release
Fiscal Year Quarters

1st 2nd 3rd 4th

Advance Rastriya.




Feasible
1. Monitor Budget
2. Monitor Release

s w

a. USAID/N
b. HMG

Release Early
Monitor Reporting
Design Funding Document



