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JFA
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LB
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LDO
LGCDP
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MC/PM
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M&E
MTR
MoE
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MoLD
MoWCSW
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NDVS

Administrative Agent

Office of the Auditor General

Annual Work Plan

Cluster Coordination Unit

Capacity Development

Child Friendly Local Governance
Decentralized Action for Women and Children
Disadvantaged Groups

Danish International Development Agency
District Development Committees

Department for International Development
Danish Krone

District Poverty Monitoring and Analysis System
District Women and Children Committee
Financial Comptroller General Office
Fiduciary Risk Management

National Advisory Committee

National Advisory Sub-Committee

National Execution

National Implementation

National Programme Director

Great Britain Pounds

Gender Based Violence

Gender Equality and Empowerment of Women
Gender Equality and Social Inclusion

German Society for International Cooperation
Government of Nepal

Institute of Chartered Accountants of Nepal
Information Education and Communication
Information Technology

Joint Financing Arrangement

Japan International Cooperation Agency

Joint Programme

Local Bodies

Local Body Fiscal Commission

Local Development Officer

Local Governance and Community Development Programme
Local Governance and Accountability Facility
Local Self Governance Act

Minimum Conditions Performance Measures
Multi Donor Trust Fund

Monitoring and Evaluation

Mid Term Review

Ministry of Education

Ministry of Health and Population

Ministry of Local Development

Ministry of Women Children and Social Welfare
National Advisory Committee

Nepal Development Volunteer Service
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PCU
PEI
PFM
PIS
PLC
QAM
RFP
SM
SWAp

TASC
ToT

UNCDF
UNICEF
UNDAF
UNDG
UNDP
UNFPA
UNIJP

UNV

UN Women

VDC
WwCO

Programme Coordination Unit

Poverty Environment Initiative

Public Financial Management

Personnel Information System

Para Legal Committees

Quality Assurance Mechanism

Request for Proposal

Social Mobilization

Sector Wide Approach

Technical Assistance

Technical Assistance Sub Committee
Training of Trainers

United Nations

United Nations Capital Development Fund
United Nations Children’s Fund

United Nations Development Assistance Framework
United Nations Development Group
United Nations Development Programme
United Nations Population Fund

United Nations Joint Programme

United Nations Volunteer

United Nations Entity for Gender Equality and the Empowerment of
Women

Village Development Committee

Women and Children Offices
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PARTI:
NARRATIVE REPORT FOR THE PERIOD 1 JANUARY TO 31 DECEMBER 2010

I. Purpose

The Local Governance and Community Development Programme (LGCDP) is a national
programme managed and implemented by the Ministry of Local Development (MoLD) and is
aimed at improving the system of local governance and community development. The MoLD,
Government of Nepal (GoN), and six UN agencies, namely UNCDF, UNICEF, UNDP,
UNFPA, UNV and UN Women established a Joint Programme (JP) to support Local
governance and community-led development in Nepal. The Joint Programme contributes
towards poverty reduction through improved and more inclusive local governance and service
delivery in Nepal. The participating UN organizations have designed the joint programme on
the basis of their past experiences gained through their projects in different areas in particular
decentralization, local governance and community-led development.

The programme encompasses three main outcomes and eight outputs, as elaborated below:

Outcome 1: Citizens and communities engage more actively with local governments
and hold them accountable

QOutput1: Communities and community organizations participate actively in local
ZOVErnance processes.

Output 2: Increased capacity of citizens, communities and marginalized groups to
assert their rights and hold local government accountable.

Outcome 2: Increased capacity of local governments to manage resources and
deliver basic services in an inclusive and equitable manner

Output 3: Local governments gain access to greater fiscal resources in equitable and
appropriate ways.

Output 4: Appropriate capacity building passed on to all levels of the local
government service delivery system.

Output 5: Local governments service delivery mechanisms and processes fine-tuned.

Outcome 3: Strengthened policy and national institutional framework for
devolution and local governance

Output 6: Policy framework for decentralization promotes a more enabling
environment for effective, transparent and accountable local governance.

Output 7: Capacity of central government and national non-government institutions
strengthened to provide appropriate support to local governments is
enhanced.

Output 8: Support provided for programme implementation.
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The UN Joint Programme (UNJP) covers two thematic areas i.e. Consolidating Peace,
and Quality Basic Services. The United Nations Development Assistance Framework
(UNDAF) outcomes correspond to the two thematic areas namely: (i} National institutions,
processes and initiatives to consolidate peace are strengthened; and (ii) Socially excluded and
economically marginalised groups have increased access to improved quality basic services.
The UNJP’s outcomes, outputs and activities are prepared in line with the above mentioned
UNDAF outcomes. Similarly, the UNJP is also fully aligned with the GoN’s overall national
programme framework for decentralization and local governance. The LGCDP has been
approved by the GoN and it directly contributes to addressing national priorities stipulated in
the policy and strategies of the Three Year Interim Plan of the GoN, which places emphasis on
decentralization to enhance good governance, strengthen people’s participation, and promote
partnership with the private sector and civil society. The UNDAF has covered the period of the
GoN’s Interim Plan and is aligned with Nepal’s National Planning Cycle. The UNJP has been
providing support to the GoN with demand-driven and appropriate national and international
advisory services to facilitate programme implementation and for policy development,
particularly on issues related to sector devolution, local self-governance, result-based
management and community-led development initiatives.

The MoLD is the main implementing partner. It had requested the six participating UN
organizations to support the national LGCDP in their respective areas of mandate, comparative
advantage and experience, and in areas where the GoN faces difficulties in funding or
implementation of specific activities. Thus, the participating UN organisations decided to adopt
a coordinated approach for better collaboration with GoN and with donors who were interested
to support the implementation of the programme. These UN organisations therefore agreed
jointly to offer donors an opportunity to channel their resources and technical contributions to
the programme. While UNICEF and UNFPA through the UNJP Annual Work Plan (AWP)
have aligned their ongoing district level support (existing commitments as per the agreed
Country Programme Action Plan) with the national framework given by the LGCDP; UNDP,
UNCDEF, UN Women and UNV designed their support (new commitments) such that it is fully
embedded within LGCDP activities. In addition, UNDP and UNCDF established a funding
facility for technical assistance (TA) upon request of the MoLD and development partners. The
TA facility provides the majority of the national and international, long and short-term
technical assistance as well as some operational support necessary for the LGCDP; and has
been instrumental for the successful implementation of the programme. Other participating UN
organizations are also supporting with additional TA in their areas of expertise.

The MoLD has taken full responsibility to implement the UN supported activities as per the JP
document and the agreed joint annual work plan. Recognizing the National Advisory
Committee {NAC), where all LGCDP development partners are represented, as the ultimate
authority responsible to guide the implementation of the LGCDP, the participating UN
organizations agreed to establish a UNJP LGCDP Steering Committee to be able to better
coordinate among UN agencies and to enable the GoN to place specific requests for additional
support to the participating UN organizations. This has helped participating UN organizations
to support the national programme in a more effective manner.

The participating UN organizations have appointed UNDP/MDTF Office to act as the
Administrative Agent (AA) of the UNJP. Furthermore, UNDP has been given the
responsibility to coordinate with other potential donors for resource mobilisation, coordinate
with the Government for smooth implementation, to represent participating UN agencies in
different development partners’ and NAC meetings as well as submit reports to different
donors as per the requirement.
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II. Resources

Financial Resources:

A large part of LGCDP is funded by the Government of Nepal and six development partners’
who have signed the Joint Financing Arrangement (JFA) for LGCDP. Additional LGCDP
funds are provided by six participating UN organizations. UNCDF, UNICEF and UNDP
follow a combination of parallel and pass-through funding modality while the remaining three
participating UN organizations namely UNFPA, UN Women and UNV follow a parallel
funding modality.

The first Steering Committee meeting of the UN joint programme was held on 16 February
2010 in MoLD. The meeting was chaired by the Secretary of MoLD, Mr. Shyam P. Mainali
and co-chaired by the UN Resident Coordinator, Mr. Robert Piper. The meeting was also
attended by the LGCDP National Programme Director (NPD), Joint-Secretary, Mr. Som Lal
Subedi, the Programme Manager, Under-Secretary, Mr. Gopi K. Khanal and other
representatives from participating UN Organizations. The Steering Committee designated the
Programme Manager of LGCDP, Mr. Gopi K. Khanal to act as the member Secretary of the
Steering Committee. The first Steering Committee meeting approved the Steering Committee’s
Terms of Reference and the UNJP Annual Work Plan for 2010.

In the second haif of 2010 a downward budget revision was undertaken from the original
approved budget for 2010, as the programme activities could not be completed as planned.
Accordingly, the AWP for 2010 was revised and officially endorsed by the National
Programme Director of the LGCDP. This was shared and noted in the Steering Committee
meeting held on 14 December 2010.

The Ministry of Local Development requested the participating development partners namely,
the Department for International Development {(DFID) of the United Kingdom of Great Britain
and Northern Ireland, the Kingdom of Denmark and the Kingdom of Norway to channel their
funds through the UNJP to provide technical assistance and other support to LGCDP. So far,
Norway has not committed any funding.

Funds using pass-through funding modality:
DFID and the Kingdom of Denmark entered into a Standard Administrative Arrangement with

the Administrative Agent of the UNJP (MDTF Office/lUNDP) to provide financial support to
UNICEF (DFID funds only) for implementing a specific component of the programme and to
UNDP and UNCDF (DFID and Danish funds) for managing the technical assistance facility on
the basis of the UNJP documents and proposals submitted by the respective organizations.

The details on donor commitments to the UNJP are given below:
= DFID, initial contribution for UNICEF: GBP 6.51 million payable in five tranches

* DFID, additional contribution for UNDP and UNCDF: GBP 1.5 million payable in one
tranche

® DANIDA, contribution for UNDP and UNCDF: DKK 12.5 million payable in three
tranches

Of the funds committed from DANIDA, UNDP and UNCDF received the first tranche of a

* The Asian Development Bank; Governments of Canada, Denmark, Norway, Switzerland and the United Kingdom
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programmable amount of US$ 977,681 on 22 February 2010. Out of the total funds received,
UNDP received US$ 377,681 and UNCDF received US$ 600,000 in 2010.

During the reporting period, UNICEF received from DFID, a programmable amount of US$
1,589,453 on 22 February 2010 and US$ 2,359,962 on 5 October 2010. In 2010, UNDP and
UNCDF received from DFID, a programmable amount of US$ 2,232,252 on 22 June 2010. Out
of the total funds received, US$ 1,165,000 was transferred to UNDP and UNCDF in 2010;
whereby UNDP received US$ 315,000 and UNCDF received US$ 850,000. So far, no
significant delay in transfer of funds has been observed from the two funding donors to MDTF
Office and to the Participating UN Organizations.

Human Resources:
Various international and national TA and logistical support to MoLD, the Programme
Coordination Unit (PCU) and the Cluster Coordination Unit {CCU) have been provided
through UNJP support as detailed below.

National Staff:

Programme Staff: The majority of technical assistance to support the implementation of the
LGCDP in 2010 is provided through the UNJP which includes 18 national programme staff
supported by UNDP funds, and one national Gender Equality and Social Inclusion (GESI)
specialist supported jointly by UNICEF and UNFPA core funding. With the technical
assistance supported by UNDP, LGCDP has recruited National Specialists under each thematic
area. The National Specialists are providing technical support to the LGCDP as well as to
respective divisions/ sections of MoLD to prepare policies, guidelines, strategies, operational
manual, annual work plan, monitoring plan, as well as to organize national workshop and
meetings in various areas. They are also providing technical support to Local Bedies (LB) and
Cluster Coordination Units in their respective area. In addition, two national UNV Programme
Coordinators and 100 Nepal Development Volunteer Service (NDVS) volunteers have been
funded by UNV and assigned to various districts and municipalities offices to support the
implementation of LGCDP at the local level.

Operational Staff: UNDP also supported the establishment of the Programme Coordination
Unit and five Cluster Offices which includes 20 operational staff.

International Staff:

One international programme management and implementation specialist is supported by
UNCDF core funds and UNDP and UNCDF co-fund one international advisor with a priority
to assist in the implementation of LGCDP.

Additionally, with the support of UNDP, more than 20 national, and with the support of
UNCDF, more than 10 international consultants were recruited for short term assistance to
LGCDP for the preparation of various guidelines and manuals.

II1.Implementation and Monitoring Arrangements

The LGCDP is designed to improve local governance, accountability and service delivery
systems and therefore engages with all tiers of local government and a variety of institutions at
the central and local level. The MoLD is the main implementing partner for LGCDP whilst the
UNJP supports the LGCDP. The involvement of sector line ministries, in particular of the
devolved sectors, is currently limited; however, LGCDP is aiming to enhance collaboration
between MoLD/ local governments and the line ministries/local line agencies, particularly the
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Ministry of Health and Population (MoHP), and the Ministry of Education (MoE). The
LGCDP also aims to support the sector devolution envisaged in the Local Self Governance
Act, 1999 (LSGA) and subsequent decentralization policies and plans. At the local level,
LGCDP activities are implemented by local government bodies, together with user committees,
community based organizations, local NGOs and other ministries’ offices at the district level.
In support of decentralization, MoLD plans to move towards a sector wide approach (SWAp)
to manage the governance sector. MoLD has prepared the key features of the sector wide
management, which will be developed and introduced from mid-2012. These include the
following:

a) The provision of a clear sector policy and strategic framework that links the various
sector policies and the LGCDP, including the expenditure plans for the sector, such that
the allocation of resources reflects the priorities for the respective sectors.

b) Annual programme and budget which specifies the activities to be carried out under
each strategic objective and by the respective departments/divisions/local bodies.

c) Consolidated reporting on activities and performance indicators against the annual work
plan, with common reporting and performance monitoring arrangements (rather than
each funding and supporting agency having their own review processes and missions).

In addition to the direct support to MoLD provided by the UNJP, UNICEF is working to
harmonise and align its parallel funded activities to ensure that the communities and
community organizations with which they work, participate actively in local governance
processes. At the national level UNICEF’s partnership is with the Ministry of Children,
Women and Social Welfare, the Department of Women and Children and the Ministry of Local
Development.

The MoLD and the initial supporting development partners signed the JFA in September and
December 2009, others signing in the February 2010. The arrangement brought about
harmonization and alignment in the implementation of activities. This arrangement also
mentions the role of the development partners with their related funding mechanisms, at both
the national as well as district, municipality and Village Development Committee (VDC) level.
In addition to the UN technical assistance, the development partners have also provided their
support in terms of technical assistance, supply of equipments as well as earmarked grants for
specific activities. MoLD has reflected all these allocations in the GoN’s budgetary system.

The institutional arrangement at the central level consists of a National Advisory Committee, a
National Advisory Sub-Committee, a Technical Assistance Sub-Committee, and six Thematic
Groups. Five Cluster Coordination Units located in five development regions also provide
technical and advisory support to local bodies and service providers to implement LGCDP
activities; and monitor the activities of LGCDP at the local level. The Cluster Coordination
units work in close coordination with the PCU, to support and assist Local Bodies to carry out
activities in an effective and efficient manner. UNDP has supported MoLD to establish the
PCU which is a programme unit under the Local Governance and Community Development
Programme within the Ministry of Local Development. The Output Managers, working within
the PCU, carry out and coordinate day to day activities of the programme under respective
outputs. All together there are 7 Output Managers, 15 Activity Managers and 6 Thematic
Groups in LGCDP. The Thematic Groups provide technical support in respective thematic
areas that cut across the output activity areas of LGCDP.

The National Advisory Committee, chaired by the Secretary of MoLD, is the principal decision
making body of LGCDP. The National Advisory Sub-Committee, chaired by the National
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Programme Director, is the extended arm of NAC whereas the Technical Assistance Sub-
Committee looks after the details including the quality of the technical assistance procured for
LGCDP. The National Advisory Sub-committee also includes two representatives of UN
participating organizations. The sub-committee meets on a regular basis to review the progress
made in the programme and to approve any changes in the programme. Similarly, the
Technical Assistance Sub-Committee includes two UN representatives from UNDP and
UNCDF and meets monthly according to the requirement of the NAC. The sub-committee is
designed to play a quality assurance role for the TA from the procurement process through to
the outputs.

Regarding the UNJP, there is a steering committee that is chaired by the Secretary of MoLD
and co-chaired by the UN Resident Coordinator and the committee’s members include
representatives of the participating UN organizations and a donors’ representative. This
committee meets twice in a year and discusses various issues related to the LGCDP results,
reviews progress and approves the UNJP annual work plan in line with the decisions of the
NAC.

Regarding procurement, the LGCDP is being implemented according to the GoN’s rules and
regulations. In the case of the UNJP to support the LGCDP, special rules and regulations apply
as per the legal agreements between the GoN and the respective UN organizations. For
activities funded by UNDP, UNCDF, UN Women and UNV, the National Implementation
Guidelines (NEX/NIM), which were signed between the GoN and UNDP, are being followed.
An annual audit commissioned jointly by the GoN and the UN carries out the audit of the UN
supported activities, including the adherence to the NEX guidelines in the case of UNDP and
UNCDF. The international technical assistance is procured through UNDP following UN rules
and regulations. However, the request for any such procurement originates from approved
Annual Work Plan of LGCDP with the approval of MoLD.

Monitoring Systems:

The monitoring and evaluation framework of the UNJP has been fully aligned with the LGCDP
Monitoring and Evaluation Framework, which was developed by the MoLD in collaboration
with the UN and other development partners. MoLD has developed a Monitoring and
Evaluation Framework Guideline for LGCDP to ensure its correct utilisation. The LGCDP
monitoring and evaluation framework has incorporated Gender Equality and Social Inclusion
and Child Friendly Local Governance (CFLG) issues based on specific indicators. Monitoring
in LGCDP is carried out in different ways at the central, regional and local level as elaborated
below:

Central Level:

The LGCDP PCU submits reports based upon a series of monitoring visits to different districts.
The MoLD organizes a review meeting in which all development partners participates and
provides feedback and recommendations for attaining better results. At the initiative of the
development partners, the MoLD has also established through LGCDP, a Local Governance
and Accountability Facility (LGAF). This is designed to ensure “third party” assessments of
the accountability of local government bodies to the citizens and their communities as well as
the progress achieved in this area. Development partners also established the Quality
Assurance Mechanism (QAM), which is independent from the MoLD and LGCDP PCU.
QAM’s team conducted monitoring visits to different districts and provide reports to the
development partners and the MoLD that include recommendations for achieving better results.
This mechanism has helped to facilitate technical inputs and provides suggestions to the MoLD
and development partners for the better implementation of LGCDP.
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There is also increasing recognition of the importance of participatory monitoring methods and
tools amongst the MoLD staff. This is demonstrated by the Monitoring and Evaluation Section
of the Ministry having recently developed three guidelines that are focussing on local
stakeholders’ engagement in monitoring and evaluation of the LGCDP outputs by initiating the
processes of social audit, public audit and public hearing events at the district and community
levels. In order to facilitate this process, the Monitoring and Evaluation section in MoLD has
developed three guidelines on social audit, public hearing and public auditing. A Monitoring
and Evaluation specialist attached to the LGCDP also provides support to the Monitoring and
Evaluation (M&E) team in LGCDP at MoLD. The GoN also formed a high level Joint
Monitoring Committee under the Chairmanship of the Joint-Secretary of MoLD. This high
level committee conducted field monitoring visits to many districts and submitted reports to the
MoLD which were shared with development partners. In addition, the participating UN
organizations are closely monitoring the activities supported through the UNJP, as well as
activities of the overall programme, through their existing field presence in the form of
UNICEF, UNFPA, and UNDP (Field Monitoring units), and other assurance and monitoring
systems.

Regional Level:
The Ministry of Local Development organizes regional level review meetings of local bodies

on an annual basis, where all the concerned District Development Committees (DDC) present
their progress, annual work plan, issues and challenges. Similarly, LGCDP established five
Cluster Coordination Offices in all five development regions. The Cluster Offices are staffed
with a Cluster Coordinator and a Reporting and Monitoring Officer. Both staff members are
heavily engaged in regular monitoring visits to the different districts and submit their
monitoring reports on a regular basis. They also provide technical feedback to the district
teams for risk mitigation measures and recommendations to achieve better results. The staffing
of the Cluster Coordination Units is currently being increased for the next year in order to
provide short term technical support and backstopping to the local government bodies in their
respective regions.

Local level:

At the district level, the local political party’s representatives conduct monitoring missions to
their concerned districts and share their findings at the district level in All Party meetings.
DDCs organize annual reviews where they share progress, annual work plan, issues and
challenges. LGCDP recruited district based full time District Facilitators in each district of
Nepal. In UNICEF supported districts (parallel modality), UNICEF representatives also
facilitate and support the implementation of LGCDP activities particularly focusing on the
social mobilisation and the implementation of the CFLG activities. For example UNICEF field
officers and LGCDP district facilitators have started participating in joint meetings in some
districts. Joint orientations have been organized for LGCDP social mobilizers and
Decentralized Action for Women and Children (DACAW) Village Facilitators. For example, in
Saptari district, DACAW village facilitators have been hired as LGCDP social mobilizers
through a competitive process in 18 VDCs. Linkages have been established between DACAW
Community organisations and LGCDP Ward Citizen Forums. Social mobilizers are invited to
the village and district level discussions resulting in social mobilizers being involved in
developing children’s profile and the disadvantaged groups (DAG) mapping. District
Facilitators carry out frequent monitoring visits to project sites at every stage. DDCs conduct
public hearings on an annual basis and public audits at the community level before handing
over any infrastructure projects to communities. MoLD is also attempting to institutionalize a
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social audit mechanism at VDC levels to ensure participation of rights holders in the
monitoring of local programmes intended for social/community development and
excluded/marginalized groups. Similarly, the User’s Committees formed Monitoring
Committees at the VDC level and undertake monitoring missions of projects.

In addition to these monitoring systems and instruments, it is to be noted that MoLD has the
responsibility, together with several ministries including the Ministry of Women, Children and
Social Welfare; and the Ministry of Education, to monitor the implementation of the, CFLG,
PLC, the Human development and Social Protection pilot and to report findings both at the
district and at the central levels.

A Mid-Term Review of the LGCDP was undertaken by the development partners in close
collaboration with the GoN in late 2010. The Mid-Term Review (MTR) report highlighted a
number of issues and concerns regarding the programme and the progress made. In particular,
it pointed to the achievements in delivering grants to local bodies on a performance basis and
to the guidelines and assessments that had been improved. The review also highlighted the
need to focus on reducing fiduciary risk and improving the implementation of activities
especially on the demand side, which have been lagging. With regard to technical assistance,
several procurement related weaknesses were noted in the Mid-Term Review such as low fee
rates offered by GoN making it difficult to attract high quality consuitants, duplication between
different procurements and the need to update TA procurement tracking and quality control.
The Mid-Term Review has also recommended providing additional backstopping for the
capacity development of local bodies from Cluster Coordinating Units, particularly in areas of
financial management and reporting by the local government bodies.

IV. Results

The main focus of the UNJP lies on capacity building, in terms of technical assistance and
specific activities requested by the GoN. As these activities are embedded in the larger
programme, a clear attribution of results to the UNJP support is at times difficult to distinguish.

UNDP provided technical assistance to support the core management work of the programme
through national specialists and their work in the core output areas. This includes support in
preparation of 19 guidelines, operational manuals and strategies to carry out the activities in a
systematic manner. The published guidelines, strategies and manuals have helped to
strengthen the implementation of the programme and in so doing, to reduce the fiduciary risk in
the local government bodies. Furthermore, the guidelines and manuals have helped to make
local bodies more accountable- with more transparency in their decision-making processes and
greater participation by the citizens and their local communities.

UNCDF has provided a considerable range of international and national technical assistance to
LGCDP; notably for preparing the new Blended Block Grants Guidelines that support citizens
and their communities in securing their role and share in the development process and its
outcomes; and to the development of a human development and social protection pilot that
seeks to strengthen access to schooling of children from poorer households. The pilot is
facilitating the close collaboration of two ministries in the field of local service delivery,
setting an important precedence for a broader engagement and coordination of line agencies in
local governance and service provision in an inclusive and participatory manner. The UNCDF
assistance is recognised as being committed to strengthening the supply side of governance
across all the local government bodies in Nepal; it brings strong knowledge products based on
Nepali and international experiences into the development and implementation of LGCDP; it
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also strengthens the management of the programme and its mainstreaming into the work of the
Ministry of Local Development.

UNICEF has promoted the linkage between the LGCDP and the Para Legal Committees (PLC)
programme to ensure that PLC members support key interventions led by Social Mobilizers at
the VDC level. UNICEF is also facilitating the engagement of PLC members in the Integrated
Planning Committee (as stipulated in the Guidelines for the VDC Block Grant). Although data
1s yet to be consolidated, there is evidence that an increasing number of PLC in UNICEF
supported DACAW districts are gradually taking part in the local government planning
process. From March 2010 to date, UNICEF supported a total of 644 PLCs in 23 DACAW
districts. Of these, 171 PLCs have been established during the reporting period.

The key output wise progress achieved during the reporting period is as follows:

Output 1: Communities and community organizations participate actively in local
governance processes

While recognizing that the demand side has been slower to take off, nonetheless, a significant
increase in the implementation of the demand side can now be noted, such as the preparation
and dissemination of social mobilization guidelines, operation manuals and curriculum/training
materials together with an updating of social mobilization agencies and service provider
mapping at the district level.

UNDP and UNICEF have provided technical support in the preparation of the social
mobilization (SM) guidelines and the operational manual including curriculum/training
material development. UNDP provided support for the revision of the planning and decision
making guidelines for local bodies to ensure a wider participation of communities especially
socially excluded and religious minorities in local level planning and decision making process.
UNDP also provided support for the printing and dissemination of SM guidelines. The national
service providers for social mobilisation have been appointed. During the reporting period, 469
district level service providers in 65 districts have been selected for social mobilization and
1,560 social mobilizers have been recruited. A total of 987 social mobilizers have been trained
in social mobilization including child rights issues. Similarly, 74 Citizen Awareness Centers
were established in 7 districts and 1,916 Ward Citizen Forums were established in 12 districts.
During the reporting period, 592 staff were provided with Training of Trainers (ToT) on social
mobilization and training for other recruited staff is ongoing.

UNICEF has focused on enhancing the capacity of women and disadvantaged groups (DAGs),
to build their voice and develop their ability to influence decisions affecting their lives in their
VDCs/DDCs/municipalities; UNICEF’s MDTF financed work with PLC utilised a parallel
funding modality in 2010. Activities were directed at ensuring that at least one member of the
PLC is part of the Integrated Planning Committee operating at the VDC level. Similarly,
awareness raising on gender, equity and social inclusion in order to improve access to existing
resources, services and opportunities for development by bringing about changes to planning
practices and equitable budget allocation has been supported. UNICEF has also facilitated the
engagement of PLC members in local government planning processes and in the preparation of
budgets to influence the allocation of the block grants (30 percent of total budget at the local
level is to be allocated to programmes that favour children (10 percent), women (10 percent)
and DAGs (15 percent) and has ensured that PLC members support key interventions led by
social mobilizers at the VDC level. In DACAW districts, a significant number of PLCs are
already accessing the block grant. Similar efforts will need to be carried out in non-DACAW
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districts to promote the future sustainability of the programme. UNCDF provided technical
support for the new blended block grants guidelines.

Output 2: Increased capacity of citizens, communities and marginalized groups to assert
their rights and hold local government accountable

Regarding the Information Education and Communication (IEC) activities, the strategy and
guidelines to provide grants to DDCs and Municipalities as well as key messages have been
prepared with technical support from UNDP and UNICEF. UNDP provided support to procure
the IEC service provider to produce IEC material and messages. Regarding the preparation of
audio and visuals on different thematic areas, the request for proposal (RFP) have been
published in national newspapers. UNDP also provided support to organise a national
workshop on the ‘Role of Mass Media in Strengthening Local Governance’. The workshop
was organized to sensitize media institutions on development and local self-governance issues.
A total of 60 national journalists from different media institutions participated in the workshop
and presented papers on different subjects such as the role of mass media in strengthening local
governance and energizing local development through newsroom. Additionally, UNDP jointly
funded the Poverty and Environment Initiative in order to support LGCDP to enable local
government to sustainably manage natural resources, enhance the local government in
mitigating and adapting to climate change, and management of natural resources.

Output 3: Local governments gain access to greater fiscal resources in equitable and
appropriate ways

One of the backbones of the LGCDP is the performance-based funding system (Minimum
Conditions and Performance Measures - MC/PM) for districts, municipalities and village
development committees (DDCs and VDCs) which has been supported by the UNDP and
UNCDF TA facility throughout the programme. The Government’s unconditional block grants,
as well as the “Top-Up Block Grant” coming from LGCDP donors to districts are linked to the
fulfilment of these MC/PMs. In the case of VDCs, the allocation of the LGCDP “top-up grant”
is dependent on compliance with 8 MCs. The UNCDF supported the review and analysis of the
MC/PM system and manuals for 75 districts and 3915 VDCs. The requirement of complying
with a set of indicators that look at the performance in important areas such as financial
management, planning, monitoring, accountability and organizational arrangements helps local
governments to focus their attention on important rules and procedures. This has helped to
improve their functional performance. The performance-based funding system is under regular
review for further improvement and refinement, supported by UNCDF and others UN
organisations within the UNJP.

Additional concrete results include the reduction in both ad hoc and political allocations of
resources including the Block Grants most significantly. UNCDF with additional support from
UNDP provided technical assistance and logistical input in 2010 to the Local Body Fiscal
Commission (LBFC) to carry out a comprehensive study on the lessons learnt from the
previous year’s assessments. It should be noted that the MC/PM assessment was undertaken by
LBFC and the quality and organization of the assessment was improved substantially from the
previous year, indicating significant progress being made. Additionally, and linked to these
assessments, the capacity development plans were developed by all the DDCs and the
municipalities, which is an important step for strengthening these local government bodies.
UNCDF funded technical assistance enabled the two sets of Block Grant guidelines to be
merged into one as the approach became mainstreamed by the MoLD. The resuit is that from
2011 the same single methodology will be applied to all block grant funds. The majority of
other guidelines were drafted and in most cases approved in 2010. UNDP has provided
support to print the new MC/PM manuals, the new Blended Block Grant manual and also
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supported the orientations provided to DDCs and municipalities on the revised Block Grant
Guidelines and the MC/PM manual,

Elsewhere in the programme, UNCDF and UNICEF have provided additional technical
assistance to LGCDP; notably for the development of a human development and social
protection pilot that seeks to strengthen access of children from poorer households to schooling
and, in the case of UNICEF, technical inputs incorporating child right issues in the MC/PM
assessment.

UNDP funds were used by MoLD to conduct a study to ‘Identify Sources of Revenue, Revenue
Mobilization Capacity and Expenditure Needs in Mountainous (Himali) Districts’. This study
was designed to analyse the existing situation regarding the various aspects of internal revenue
mobilisation of DDCs in the Himalayan region and recommend reform measures to make the
revenue mobilization more reliable, transparent and taxpayer friendly with a view to enhance
own-source revenue generation. UNDP Poverty Environment Initiative (PEI) also supported a
study on revenue generation from natural resources; reviewed MC/PM (DDC) in terms of its
poor, climate and environment impacts at the local level, and integrated pro-poor environment
and climate issues into the MC/PM manual of DDC and the VDC’s future performance
measures during the reporting period.

Output 4: Appropriate capacity building passed on to all levels of the local government
service delivery system.

UNICEF and UNDP along with other participating UN organizations provided technical inputs
to the development of a number of policy documents and guidelines including the Gender and
Social Inclusion (GESI) operational guideline, social mobilization curriculum development for
fronthne workers, the Monitoring and Evaluation Framework, the District Poverty Monitoring
and Assessment System (DPMAS), the Social Audit Guideline, and ensured that the issues of
children and young people have been incorporated. UNICEF and UNPFA have provided a
national consultant on GESI to mainstream and monitor gender equality and social inclusion
issues in LGCDP programming, processes, monitoring and programme assessment as per the
LGCDP Results and Resource Framework.

UNDP has provided support to prepare the Capacity Development (CD) Manual. The main
objective of the CD manual is to prepare a strategy and tools to enable the local government
bodies to strengthen the areas of poor performance, complementing the assessment work of the
MC/PM by the LBFC. The manual includes a CD planning methodology, provisions for
monitoring and quality assurance of CD initiatives and defines a formula for CD grant
allocation. All the DDCs and Municipalities identified their capacity gaps and prepared a CD
plan in 2010 to address the gaps identified. It is foreseen in the LGCDP programme document
that capacity development of local bodies will be imperative with regard to a core supply-
driven and demand-driven component. On the supply side of capacity development, LGCDP
aims to transfer the appropriate capacity development services to all levels of local government
service delivery system, so that it is trickled down to the community level. On the demand-
driven component, LGCDP envisages local government bodies that can identify their own
capacity needs and explore the mechanisms of addressing these needs. UNDP has also
provided support to conduct reviews in each of the five development regions for newly
recruited District Facilitators, Assistant District Facilitators, Municipal facilitators and
Assistant Municipal Facilitators. These activities have enhanced their knowledge in core
thematic areas such as expanded block grants, gender, financial management, and
transformative social mobilization. To implement the CD strategy, the MoLD allocated a total
grant of US$ 1.63 million for DDCs and US$ 0.55 million for Municipalities.
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Additionally, UNDP provided support to review the gender budget audit guidelines for DDCs.
This guideline has been submitted to MoLD for approval. UNDP also supported DDCs to
conduct gender budget audit in 50 DDCs.

Output 5: Local governments service delivery mechanisms and processes fine-tuned.
LGCDP’s Human Development and Social Protection Pilot was developed with UNCDF
supported TA. The design developed for the pilot in 2010 plans to use cash payments to secure
access to school for children from poorer households in two districts. The pilot is supported by
Ministry of Education in addition to MoLD and is receiving funds from the World Bank. The
pilot will test new management information system for MoLD, targeting of households,
electronic cash payments, and mechanisms to strengthen local government bodies’ and
agencies’ coordination, linking access to and quality of local services.

UNDP has provided support to conduct training on procurement management. Local bodies
have to adhere to the procurement procedures stipulated in the Local Body Financial
Administration Regulation, 2007. The training programmes were conducted to enhance the
capacity of LB procurement staffs to comply with the legal provisions. UNDP has also
provided support for the preparation of procurement manual for LBs including the system of e-
bidding which is considered to be a straightforward and transparent procurement system. In
order to develop the capacity of LB staffs in procurement procedures, a user-friendly manual
for various types of procurement for goods and consultancies was required and has been
supported by UNDP. Similarly, UNDP has also provided support for the development,
maintenance and improvement of Stores Accounting Software. Stores recording and reporting
was assisted through the development of inventory software that is now operational in
LGCDP’s PCU and in MoLD. The software will be rolled out to LBs after successful
implementation trials at the central level. UNDP provided support to review the
implementation of the accounting system by DDCs and VDCs as weaknesses were widely
observed in the local government bodies’ accounting system. The review’s recommendations
have been taken up by MoLD.

UNDP has also provided support to review the current auditing practices in the local bodies
and prepare audit guidelines for VDCs, Municipalities and DDCs. Improvement in auditing
system requires two main interventions: first the adoption of regular procedures for the
appointment of auditors and secondly, regular audits conducted by auditor. The draft manuals
were prepared and have been submitted to the Government for the approval.

UNDP supported the updating and refinement of the M&E indicators of LGCDP. It consists of
parameters viz. indicators, baseline, targets, and means of verification, frequency and
responsibility. Updating and refinement of M&E indicators were initiated to include latest
baseline data. It will serve as a framework to assess the impact of the LGCDP.

Output 6: Policy framework for decentralization promotes a more enabling environment
for effective, transparent and accountable local governance.

CFLG is one of the key indicators under the LGCDP decentralized policy support. CFLG
national framework and operational guideline has been developed, finalized and approved by
the Ministry of Local Development with the technical guidance from the UNICEF and the
UNIJP. This strategic framework has been developed to mainstream child-rights issues in local
governance and institutionalize the concept of CFLG. As the national CFLG initiative has
progressed, the government has taken a number of actions to ensure that local bodies operate in
an environment that is conducive for initiating CFLG.
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One of the major steps is the mandatory provision within the new local bodies’ Block Grant
Guidelines that 10 per cent of the allocation must be used for programmes that directly benefit
the most disadvantaged children and 10 per cent for the most disadvantaged women. Through
this provision, local bodies are compelled to allocate minimum fiscal resources for children and
women. Activities supported from the block grant in 50% of DACAW districts include birthing
centres, Early Child Development Centres and feeding centres, child club and paralegal
mobilization, and leadership development for children. Furthermore, the guidelines emphasize
high priority for child- and women-focused projects and assured benefits, and list child-
friendly activities in an annex in order to help VDC Secretaries and local communities identify
suitable activities that are child-friendly and gender-responsive. In addition, the National
Framework on CFLG includes a provision for the mandatory allocation of 15 per cent of the
total capital investment funds in a VDC/district or municipality that initiates work on CFLG.
These steps have ensured that sufficient funds are available to plan activities that improve the
lives of children and women.

The strong and clear policy environment have provided districts, municipalities and VDCs with
practical strategic direction and guidance on introducing and mainstreaming CFLG into their
annual planning and monitoring processes. During the reporting period, 15 districts and 47
VDCs and | Municipalities have initiated CFLG with more than 32 human resources trained
from 15 districts. Orientation workshops in 15 districts have led to adopting of CFLG. These
districts have 1} allocated resources for children, 1) formed District, Municipality and VDC
level CFLG committees iii)assigned focal persons in DDCs iv) Developed Children profile in
6 districts and on-going in 11 districts, v) Prepared Children’s Status Report in 5 districts. The
regularisation of child club members in the CFLG committee and their participation in the
workshops provides an opportunity to voice their opinions and articulate priorities during the
development of plans.

UNDP supported the review of staffing policies for LGs in order to get a uniform practice in
LB staffing. The first draft report was prepared and submitted to MoLD for the feedback and
suggestions. As per the provision of Local Self Governance Act 1999, local bodies can recruit
staffs as per their requirement. LGCDP reviewed staffing policies of local government to
determine the strength and weakness of existing policies in the context of full devolution.
UNDP also supported the operationalization and updating of Personnel Information System
(PIS) of local government bodies’ staffs. This software supported MoLD in the recording and
updating of all the personnel information in computer.

UNDP also supported to prepare an operational manual on the impact evaluation of large
projects implemented by LBs and devolved sector. The operation manual includes definition of
large projects, selection procedure of consulting firm, evaluation procedure, frequency of
survey, and aspects to be covered in impact assessment. The draft manual was prepared and
submitted to MoLD for approval. UNDP also supported to prepare guidelines for conducting
feasibility and pre-feasibility study of large projects to be implemented by LBs and devolved
sectors. The guidelines were prepared for conducting feasibility and pre-feasibility of large
projects to be implemented by LBs and devolved sectors by incorporating detail procedures to
assess the feasibility of projects from the perspective of social, economic and environment
aspects. Detail procedures are given in the guidelines regarding the selection of projects for
feasibility and pre-feasibility study, and the approach to be followed in conducting the study.

UNDP supported the preparation of an Environment Policy and guidelines for Local
Infrastructure. The overall objective of the policy and guidelines was to provide MoLD and
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Local Bodies (DDCs, Municipalities, VDCs) with a Local Environmental Policy on
identification, selection, prioritization, design, implementation, operation and maintenance of
environmentally sound infrastructure. It was also envisaged that these policies and guidelines
will provide a strong basis to maximize the social benefits ensuring that environmental and
social safeguards are applied at all stages as necessary including Sectoral Environmental
Guidelines on various component of local infrastructures.

UNDP supported the Economic Analysis of Local Government Investments in Rural Roads.
The overall objectives of this study was to inform policy makers of the costs and benefits of
alternative road construction approaches including social and environmental concerns and
propose specific recommendations on sustainable rural road construction tailored to different
stakeholders — central government agencies, DDCs, VDCs and communities. The draft report
was prepared and submitted to MoLD for feedback and approval.

UNDP PEI supported the integration of pro-poor environment and climate criteria and
indicators in the planning and decision making guidelines of LBs. The overall objective was to
integrate pro-poor environment and climate criteria and indicators in the existing planning and
decision making guidelines in order to facilitate the DDC, VDC and Municipality in the
formulation of their annual development plan and decision making process. This has supported
to improve the capacity of local bodies for a more environment friendly and climate inclusive
planning and decision making process. The draft report was prepared and submitted to MoLD
for approval.

Output 7: Capacity of central government and national non-government institution
strengthened to provide appropriate support to local governments is enhanced.

UNCDF is providing full-time TA to the Programme Coordination Unit in the Ministry of
Local Development to strengthen the management and implementation of LGCDP and co-
funds with UNDP an international advisor on local governance and decentralization outside of
its direct LGCDP programme support, much of whose work relates to LGCDP and its
implementation.

UNDP has provided support to organise study tours for Capacity Building of MoLD and LBs
staff for south-south experience sharing. These exposure visits were organized in Morocco,
Philippines and India for experience sharing on decentralization and local governance. More
than 30 participants from MoLD and LBs participated in the visit. UNDP provided support to
organize coordination meetings with development partners, Local Body Associations, Line
Ministries, national level institutions/programmes: support for orientation programmes to
strengthen the capacity development of MoLD staff in ali five development regions; and
support to strengthen LBFC. UNDP also supported to upgrade the IT system of MoLD.

UNDP supported the review and analysis of all GESI related existing policy of decentralization
including printing and dissemination of the report. The overall objective was to review the
existing policies on decentralization and sectoral devolution from a gender equality and social
inclusion perspective. This review has supported to strengthen the national policy and
institutional framework to promote gender equality and social inclusion in LGCDP. The draft
report is prepared and submitted to MoLD for approval, UNDP supported the refinement,
printing and distribution of GESI strategy report. A total of 9000 copies of the GESI policy
including GESI strategy were printed and disseminated to all concerned DDCs, Municipalities
and VDCs. UNDP also supported the preparation of an operation manual of GESI, based on
the strategy which has been prepared and submitted to MoLD for approval.
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UNDP and UNCDF have provided capacity development support to the Institute of Chartered
Accountants of Nepal (ICAN), the Financial Comptroller General Office (FCGO), and the
Office of the Auditor General (AGO) in LB’s accounting and auditing system. One of the main
activities in improving the financial system in LBs is the improvement of accounting and
auditing capacity of the central level line agencies which have the accounting and auditing
responsibilities. Five AGO staff and one PCU staff participated in the study of the auditing
system of LBs in India.

Delays and Constraints in programme implementation:

The absence of local elected bodies has been a major challenge and not least a cause for delays
in implementation of several aspects of the programme. The MoLD has established an All
Party Political Mechanism in local bodies in which one representative from each political party
is represented in the Local Body Board Meeting. MoLD has forwarded a circular to the Local
Development Officer (LDO) to coordinate and consult with the political mechanism
established in his or her district. Although the political mechanism is active and providing
support to the DDCs, they do not have legal authority and have only been playing an advisory
role. The major challenge faced is that the party representatives do not necessarily possess a
strong sense of accountability and ownership for decisions taken. This is seen as a critical
issue for the programme at the local level and it is an obstacle for downward accountability.
The UN and donor communities are strongly requesting the GoN to address these issues as
soon as possible.

The safety and security of government staff especially local government staff (LDOs, POs and
VDC secretaries) has become a major concern, particularly in the conflict affected Terai
region. It has hindered the delivery of services by the local bodies and there is also great
difficulty in achieving results on time. During the reporting period, most of the time the local
bodies in Terai districts were locked out due to protests and general strikes organised by the
different political and conflicting parties. Similarly, almost one third of VDC-Secretary posts
remain vacant. MoLD could not address this critical human resource management problem
effectively during the reporting period. Most of the available VDC Secretaries are
overburdened because the DDCs have asked them to look after the work of additional VDCs
where secretaries are absent. This has created considerable difficulties for the VDC secretaries
in providing basic services efficiently and effectively to the citizens. The implementation and
monitoring of development activities and the timely completion of the projects have been
seriously affected.

Frequent staff reposting at the local level has also added to delays in programme
implementation. All the UN organisations have invested considerable efforts to engage the
government in this undertaking. In the case of UNICEF, while the child protection system
approach is recognized as the best to prevent and respond to child protection issues, its current
level of effectiveness is still insufficient to ensure the adequate prevention and response of
violations committed against children.

Importantly, the six participating UN organizations have been involved in supporting LGCDP
through a joint annual work plan. It is noted that there have been delays in the approval and
delivery of the UN Annual Work Plan 2010, not least due to the long decision making process
of the government. This has resulted in the delivery being low and many activities taking too
long to complete. For example, UN Women could not transfer its 2010 funds to MoLD due to
the lower delivery of 2009 funds. Similarly, social mobilisation and demand side activities
faced delays that have been attributed to the time taken for the qualitative change in approach
to social mobilisation to be developed and agreed upon.
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Fiduciary risks have also been an issue and the UN organisations have been active in
supporting the LGCDP development partners develop a fiduciary risk action plan. The MoLD
agreed the plan in 2010 and it has been implemented for the latter half of the year. This was
recognised by the Mid Term Review, but further measures have been called for and are being
taken up in 2011.

Key partnerships and collaborations:

Strong engagement in close partnership with the Government and DPs is very crucial to
LGCDP. Participating UN organizations have institutionalized a monthly meeting in order to
improve the coordination process. This has enabled the regular sharing and updating of
information on the joint programme and improved collaboration/ monitoring of activities and
joint decision making. It has also supported greater harmonisation with the other development
partners and alignment with the Government and MoLD.

UNDP and UNCDF have been participating in the Technical Assistance Sub Committee
(TASC) and participating UN organizations have been participating in six Thematic Group
meetings: Citizen and Community Transformation, Monitoring and Evaluation & Fiduciary
Risk Management (FRM), Capacity Development, Fiscal Decentralisation and Public Finance
Management (PFM), Decentralisation and Policy Reform and Environment and Disaster Risk
Management. These meetings provide a platform to review and monitor activities of the
programme.

UNDP and UNCDF have also been representing participating UN organizations in the JP in
various committees including LGCDP Focal Group, LGAF National Committee and the NAC
SC. Furthermore, UNCDF has also been actively involved in the intra-inter stakeholder process
management and implementation of international TA and has been coordinating with the
World Bank in key areas such as the Human Development and Social Protection pilot. UNDP
and UNCDF have also had regular meetings with the German Society for International
Cooperation (GIZ) to secure a harmonized approach to urban and rural dimensions of LGCDP.

To facilitate coordination among key stakeholders supporting different informal justice
mechanisms in the country, UNICEF took the initiative to formalize the handover of 70 PLCs
previously supported by UNDP through local NGOs to UNICEF. Similarly, UNICEF also
coordinated with the Japan International Cooperation Agency (JICA) to link activities of the
PLC with that of Community Mediation project supported by JICA in Sindhuli and Mahottari
districts. UNICEF also met with the Asian Development Bank and the District Women and
Children Committee (DWC) to harmonize Gender Equality and Empowerment of Women
(GEEoW) and Alternative Dispute Resolution activities under the UNICEF-supported PLC
programme.

Highlights and Cross-Cutting Issues:

In 2010, LGCDP supported the change in institutional norms among key stakeholders and
sectors through the provision requiring that 10 percent of the resources for women and 10
percent for children and 15 percent of the resources being allocated for disadvantaged groups
from the Top Up Grant provided to local bodies (as stipulated in the Top Up Block Grant
Guidelines for local bodies).

The Programme also made a significant contribution to prevent and respond to Gender Based
Violence (GBV). As mentioned earlier, the National Plan of Action to Prevent and Respond to
Gender-Based Violence recognizes PLCs as a key strategy to combat the phenomenon and
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recommends their establishment in all VDCs of the country. PLCs play a strategic role in
empowering women, reducing GBV and reversing inequities between men and women and for
community mediation. PLCs also contribute to frontline support for survivors, both by
providing emotional and logistical support and by facilitating access to justice. They challenge
the culture of silence and denial of the seriousness of the health and emotional consequences of
abuse, and put into discussion the patriarchal values and ways male power and control is
perpetrated.

. Future Work Plan

In 2011, one of the priority areas that the UNJP seeks to address is the management of
fiduciary risk with the support of JFA work in this area. Additional areas of priority include
strengthening the focus in social mobilization, especially on strengthening the demand side and
the quality assurance of the TA procurement. Furthermore, focus will also be on the formula
funding mechanism for block grants and on seeking to strengthen the programme approach
within the LGCDP strategic as well as daily management. Another priority area would be
scaling up of Child Friendly Local Governance, formation and strengthening of child club
networks, operationalization of GESI policy and guidelines, strengthening local accountability
mechanisms such as public audit and public hearing, with a particular focus on the
disadvantaged groups and adolescent girls. The current and following year will be crucial to
accelerate efforts to ensure the establishment of a critical mass of PLCs, approximately 500,
their capacity-building, and the provision of refresher training to a significant number of
existing PLCs. The Annual Work Plan for 2011 (Annex 2) contains the detailed plan and
summary of budget allocations and requirements for 2011.

The key outcomes and outputs of the programme have remained as planned. The major
adjustments 1n the strategies of the programme in 2010 have been the reduction of the number
of pilots and studies originally planned for the first phase of the LGCDP. This has in turn
affected the delivery rate. The adjustments made are in line with the Mid-Term Review of the
programme conducted by the MoLD that recommended that the pilots be reviewed and
prioritized such that large pilots should be avoided at this stage of the start up of the
programme. The reasoning behind the adjustment relate to focusing more on improving the
quality of outputs lagging behind. The Mid-Term Review also noted that placing emphasis on
pilots could add value to the programme during the next phase of the programme rather than
during the current initial start up phase.

The 2010 AWP and the government’s Annual Strategic Implementation Plan in the first phase
of LGCDP was much more output orientated with specific focus on planned outputs for the
programme with clear trimester and annual indicators to ensure progress in this phase of the
programme. Adjustments were made to the plan in order to achieve the outputs and outcomes
in the planncd time frame.

The natural roll out of the demand side activities were facilitated in order to strengthen it and
catch up with the supply side activities of the programme- also in line with the Mid-Term
Review recommendations. Furthermore, another area of focus has been on strengthening the
financial management side of the programme, particularly on strengthening activities notably
on expenditure data.
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PART II:
FINANCIAL REPORT OF THE ADMINISTRATIVE AGENT FOR THE PERIOD
1 JANUARY TO 31 DECEMBER 2010

The information contained in part II of this report- produced by the Administrative Agent, refers
only to the portion using the pass-through funding modality.

1. Source and Use of Fund

In 2010, the total amount of funding received from donors by LGCDP through the pass-through
funding mechanism amounted to US$ 5.4 million. As of December 2009, a total of US$ 2.5
million was received in the MDTF account. This amount was carried forward and was partly

disbursed in 2010. This information is summarized below in Table 1.

Table 1, Financial Overview (US$ Thousands)

Sources of Funds
Gross Donor Contributions
Fund Earned Interest Income
Interest Income received from Participating Organizations
Refunds by Administrative Agent (Interest/Others)
Other Revenues
Total: Sources of Funds
Use of Funds
Transfer to Participating Organizations
Refunds received from Participating Organizations
Net Funded Amount to Participating Organizations
Administrative Agent Fees
Direct Costs
Bank Charges
Other Expenditures
Total: Uses of Funds
Balance of Funds Available with Administrative Agent
Net Funded Amount to Participating Organizations
Participating Organizations’ Expenditure
Balance of Funds with Participating Organizations

Prior Years
as of
31 Dec 2009

2,593
6

2,599

2,573

Current Year

Jan-Dec 2010 Wt

5,419 8,012
36 42
5,455 8,054
6,092 6,092
6,092 6,092
54 80

i 0
6,146 6,172
(691) 1,882
6,092 6,092
2,232 2232
3,861 3,861

Out of the total amount of US$ 8.05 million available in 2010, US$ 6.09 million was transferred to
the partner organizations, and US$ 54,000 (constituting to 1% of the donor contribution received)
was apportioned to the AA, out of which the UNDP country office received 30%.

As of 31 December 2010, 76% of the donor contribution received during the reporting period was
transferred to Participating Organizations, leaving US$ 1,882,000 as the balance of funds available

from 2010.
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2.  Donor Deposits

As of December 2010, there were two main contributors to the LGCDP through the pass-through
funding mechanism, the Department for Intemational Development (DFID} contributing US$
7,024,000 and the Government of Denmark, contributing a total amount of US$ 988,000 - as
indicated in Table 2.

Table 2. Donor Contributions (US$ Thousands)

Epigspleas Current Year
X Jan-Dec 2010 LOTAL
31 Dec 2009
GOVERNMENT OF DENMARK 988 - 988
DEPARTMENT FOR INT'L DEVELOPMENT 1,606° 5,419 7,024
 Total e 2,593 5,419 8,012

3. Transfer of Funds

The contributions received through the pass-through funding mechanism are apportioned to the
LGCDP Participating Organizations in the allocations approved by the LGCDP steering
committee, based on each Participating Organization’s budget indicated from the approved annual
Joint work plan and the Technical Assistance plan of UNCDF and UNDP.

In 2010, UNICEEF received the largest share of the pass-through funding, comprising of 64.8% of
the total contributions received. UNCDF received 23.8%, and UNDP received 11.4% of the total
contributions received. Details of the total amounts received by each Participating Organization are
provided in Table 3 below.

Table 3. Transfers/Net Funded Amount by Participating Organization (US$ Thousands)

PriorYears  Current Year
Participating as of 31 Dee 2009 Jan-Dec 2010 TOTAL -
Organization Approved  Net Funded  Approved @ Net Funded  Approved Funded
Amount Amount Amount Amount Amount A
mount
UNCDF S 1,450 1,450 1,450 1,450
UNDP - - 693 693 693 693
UNICEF - - 3,949 3,949 3,949 3,949
Toal o - 6092 6002 6092 6092|
4.  Delivery

Out of the total amount of US$ 6.09 million transferred to Participating Organizations, 36.6 %
(US$ 2.2 million) had been spent as of 31 December 2010. The funds were largely unspent due to
the activities being delayed and transferred into the 2011 annual work plan. The delivery rates for
individual organizations are reflected in Table 5.2, while a summary of funds received, expended
and the subsequent delivery rate of the joint programme is provided in Table 4.

’ Due to rounding, totals in the tables may not add up
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Table 4. Financial Delivery Rate (US$ Thousands)

Prior Years  Current Delivery
" Net Funded as of Year
Joint Programme/Country AT 31 Dec Jan-Dec Total (R;te)
_ 2009 2010 g
JP Nepal LGCDP 6,092 - 2,232 2,232 36.63
Total 6,092 - 2,232 2,232 36.63

5. Expenditure

All the expenditures reported for the year 2010 was submitted by the headquarters of the
Participating UN Organizations through the MDTF Office reporting portal. The information
submitted was analyzed and summarized by the MDTF Office and verified by the UNCDF,
UNICEF and UNDP country offices. A summary of the reported expenditure is given in Table 5.2.

Table 5.1 reflects expenditure categorized as per the UNDG approved six-category expenditure
format. The highest percentage of expenditure was on contracts (44.87 %). The second highest
expenditure was on personnel (39.93%) and third was on supplies, commeodities and equipment
(8.7%) followed by other direct costs (5.91%) and training of counterparts (0.59%).

Table 5. 1 Total Expenditure by Category (US$ Thousands)

A AT % of Total
Category Prior Years (Y Programme
asof 31Dec  TER S Total Costs
2009

Supplies, Commodities, Equipment
and Transport - 175 175 8.7
personng 801 801 39.93
Tratning of Counterparts 12 12 0.59
Contracts 900 900 44.87
Other Direct Costs - 119 119 5.91
Programme Costs Total - 2,007 2,007 100
Indirect Support Costs = 225 225 11.2
Total ) = 2,232 2,232

An analysis of each Participating UN Organization’s expenditure against the individual amounts
allocated to each of the Participating Organization (as summarized in Table 5.2) through the pass-
through mechanism shows that UNDP had the highest delivery of 60.93% against the amount of
US$693,000 received. UNCDF expended 45.9% of the amount of US$ 1.4 million received, while
UNICEF expended 28.97% of the funds received amounting to US$ 3.9 mullion.
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Table 5. 2 Financial Delivery Rate by Participating Organization (US$ Thousands)

Total .

" 3 . Participating Net Funded Total Delivery

Project No and Project Tide Organization A::;‘:::td Amount Expenditure Rate (%)
| 00074263 JP NPL LGCDP UNCDF 2,550 1,450 666 459
00074263 JP NPL LGCDP UNICEF 4,722 3,949 1,144 28.97

00074263 IP NPL LGCDP UNDP

2,065 693 422 60.93
Total 9,336 6,092 2,232 36.63

An analysis of expenditure by Participating UN Organization, as detailed in Table 5.3, shows that
of the total expenditure in 2010 amounting to US$ 2.23 million, against the total contributions of
US$ 6.09 million disbursed to the Participating UN Organizations; UNICEF had the highest share
of the total expenditure at 51%. UNCDF had the second highest expenditure with 30%, followed
by UNDP which had 19% of the total expenditure.

Table 5. 3 Expenditure by Participating Organization with breakdown by Category (US$ Thousands)

Expenditure by Category
Net Total : T
Participati Supplies, Training o
o‘:;;:}';:,;:ﬂ Funded ~ Expen-  commydities, Persoana) of Contra Other Pr T:m:m ;ndire:: Pr /°r°:nm
Amount  diture Equip & . Counter- -cts  Direct Costs 0(%0:“ 2 gpo':s :(g:oa!“
Transport parts -

UNCDF 1,450 666 4 33 - 182 47 564 102 18.00
UNDP 693 422 2 312 12 - 47 374 48 12.98
UNICEF 3,949 1,144 169 158 - 718 24 1,069 75 7.00
_Tot_a' 126;,09251.2,232° 1 1175801 12 900 119 2,007 225 11.20
6. Interest

Additionally, in 2010, the Administrative Agent (fund} earned an interest income of US$ 36,000
while in 2009, the fund earned interest amounted to US $ 6,000 as indicated in Table 6 below.

Table 6. Received Interest at the Fund and Agency Level (US$ Thousands)

Prior Years

Current Year
as of ] TOTAL
31 Dec 2009 Jan-Dee 2010
Administrative Agent
Fund Earned Interest Income 6 36 42
Total: Fund Earned Interest Income 6 36 42
Participating Organization (PO) Earned Interest
Income
Total: Interest Income received from PO 5 5 5
TOTAL : Al e T N 36 2
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7. Accountability and transparency

In 2010, the MDTF Office officially launched the MDTF Office GATEWAY
(http://mdtfundp.org). It is a knowledge platform providing real-time data from the MDTF Office
accounting system, with a maximum of two-hour delay, on financial information on donor
contributions, programme budgets and transfers to Participating Organizations. It is designed to
provide transparent, accountable fund-management services to the United Nations system to
enhance its coherence, effectiveness and efficiency. Each MDTF and JP administered by the
MDTF Office has its own website on the GATEWAY with extensive narrative and financial
information on the MDTF/JP including on its strategic framework, governance arrangements,
eligibility and allocation criteria. Annual financial and narrative progress reports and
quarterly/semi-annual updates on the results being achieved are also available. In addition, each
programme has a Factsheet with specific facts, figures and updates on that programme.

The GATEWAY provides easy access to more than 5,000 reports and documents on MDTFs/JPs
and individual programmes, with tools and tables displaying related financial data. By enabling
users in the field with easy access to upload progress reports and related documents also facilitates
knowledge sharing and management among UN agencies. The MDTF Office GATEWAY is
already being recognized as a ‘standard setter’ by peers and partners.
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Annex I: Annual Work Plan 2010
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