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1. Executive Summary

This United Nations Joint Programme (UNJP) document has been jointly prepared by the United
Nations Development Programme (UNDP), United Nations Capital Development Fund {(UNCDF) and
the United Nations Volunteers (UNV) at the request of the Government of Nepal (GoN) to operate
technical assistance (TA) within the TA allocation for the Local Governance and Community
Development Programme Phase |I (LGCDP [I). The UNJP will provide support to establish and
operate a Policy and Programme Support Facility (PPSF), aimed at providing technical assistance
and other support to the GoN's LGCDP II. The Joint Programme (PPSF) will bring together three UN
agencies: UNDP, UNCDF and UNV.

LGCDP I, which builds upon its predecessor (LGCDP 1), is an ambitious, four year (2013- 2017),
national programme, funded by GoN and several development partners (DPs). The stated goal of
LGCDP It is to contribute towards poverty reduction through better local governance and community
development. To achieve this, the stated purpose of LGCDP Il is to improve local governance for
effective service delivery and citizen empowerment, which — in turn — will be ensured through the
delivery of four outcomes and nine outputs. The national programme covers both the “demand” and
“supply” dimensions of local governance. “Demand” side actions are aimed at facilitating citizen
engagement and participation in local governance, through transformational social mobilisation and
through the establishment of robust social accountability mechanisms. “Supply” side actions, on the
other hand, are intended to provide local governments with fiscal resources with which to finance
local priorities, with capacity development (CD) services, and with an enabling institutional and policy
environment within which to function effectively and accountably. LGCDP |l will cover all local
governments in Nepal (75 District Development Committees; 58 Municipalities; and 3,915 Village
Development Committees, VDCs) and will be managed by the Ministry of Federal Affairs and Local
Development {MoFALD).

The PPSF will provide LGCDP [l and its development parthers with support in three main areas:

» Programme implementation, through the provision of national TA at the centre, in the regions
and at the local level, as well as funding for associated operational and logistical costs;

« Policy, field testing and innovation, and capacity development, through the provision of TA, seed
funding, operations and logistics;

¢ Coordination and oversight, through the establishment of a Development Partner Coordination
Cell (DPCC} and the deployment of TA for the purposes of fiduciary assessments, and technical
reviews and evaluations.

The PPSF will provide TA on the basis of LGCDP II's regular programming process. PPSF TA will
therefore be deployed as a function of LGCDP [I's Strategic Implementation Plan (SIP), its Annual
Strategic Imptementation Plans (ASIPs) and its Annual Technical Assistance Plans (ATAPs).

Given that the PPSF will provide inputs across the whole of LGCDP |, the programme will contribute
to achieving the same overall gbjectives as the national programme; it is thus fully in line with GoN
policy priorities. The PPSF is also fully aligned with the United Nations Development Assistance
Framework (UNDAF 2013-2017).

The PPSF will be expected to leave a long term legacy. Through a range of activities, the PPSF will
result in the development of improved policies, systems and procedures: a more enabling
institutional and organisational environment for local bodies that perform and deliver. Capacity
development will result in enhanced knowledge and skills among key stakeholders. Finally, the
PPSF will be expected to contribute towards enhanced capacities at the national level.

The PPSF will be implemented through the National Execution (NEX) modality, which is the principal
implementation modality under the 2013-2017 UNDP Country Programme Action Plan (CPAP) in
Nepal. As such, the PPSF will be housed in MoFALD, and will be directly accountable to the Project
Executive Board (LGCDP |I's National Advisory Committee’s Sub-Committee, or Sub-NAC), under
the guidance of MoFALD.
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2. Situation Analysis'

Nepal is on track to achieve up to six (out of eight) Millennium Development Goals (MDG). With the
Gross Domestic Product growing at an average of about 4% per annum over the last 20 years,
poverty has fallen by some 39 percent. The overall decrease of the population living below the
poverty line from 42 percent in 1996 to 25.4 percent in 2012 is an important achievement and means
that Nepal should be able to halve poverty by 2015. Several MDG targets in the education sector
have been achieved, and various targets on gender equality and health have been or are projected
to be achieved by 20157,

Nonetheless, there remain significant challenges. Gender inequality remains a major concern with
Nepal ranked 102™ out of 186 countries in the Gender Inequality Index of the UN Human
Development Report, 2013. Income inequality appears to he on the rise, accentuating an already
deeply entrenched social and political hierarchy. The Nepal Living Standards Survey of 2010-2011
reveals that income inequality measured in the form of Gini coefficient is approximately 0.51,
considered to be one of the highest from any international comparison. Public services continue to
under-perform, especially at the local level. The proportion of the rural population using improved
sanitation facilities remains at a low of 27%°. Health and education services need to be improved in
both rural and urban areas.

Nepal is going through a complex and challenging political transition. The country’s democracy is
undergoing a historic change following the end of its decade long armed conflict in April 2006.
Because the socio-economic and political issues which fuelled the conflict were complex and deep
rooted, the post conflict transition has been equally difficult and protracted. The failure of the
Constituent Assembly (CA) to approve a new constitution before the deadline of 27 May 2012 and its
subsequent dissolution have prolonged the transition, resulting in increased political uncertainties.
Elections for a new CA are scheduled for November 2013. Once national elections have been held,
the CA — also acting as a parliament — will be established and the process of drafting a new
constitution will resume,

The armed conflict in the decade leading up to 2006 and wider political uncertainty and turmoil since
2006 have impacted on local governance. Elected local bodies were dissolved in 2002; since then,
local government decision-making has been undertaken by civil servants, political parties, and other
local stakeholders. Downward accountability has been and remains weak, and operates through
relatively informal mechanisms. Despite all this, successive Governments since 2006 have remained
committed to supporting local government, most visibly through the allocation of more fiscal
resources to local bodies {especially VDCs).

The first phase of the Local Governance and Community Development Programme (LGCDP 1),
which began in 2008, has also reflected continued Government and donor commitment to locally-led
development. Embracing both “demand” and “supply” side approaches to local governance, LGCDP
I has been largely successful in establishing a broad and consistent programmatic framework
through which support for local development has been provided. However, significant challenges
remain — in terms of establishing more robust accountability mechanisms, strengthening local
government capacities to deliver public goods and services, operationalizing the rhetoric of gender
equality and social inclusion, (so that groups such as the youth become change agents in local level
planning, monitoring and oversight processes), building more effective linkages between local bodies
and sector departments and line ministries, and reducing fiduciary and related risks. Indeed, LGCDP
Il — the Government's successor programme to LGCDP | — is explicitly intended to build upon and go
beyond its predecessor.

The spirit of volunteering has always been an important component of development practices in
Nepal. The National Development Service, a successful model of volunteerism which began in the
early 1970s, involved students in government projects in the rural districts of Nepal in the areas of
infrastructure development, agriculture, health and sanitation. The National Planning Commission
(NPC) launched the National Development Volunteer Service (NDVS) in 2002 to support the poverty
alleviation efforts of the government by assisting local government bodies. At present it has
expanded into 75 districts. The idea of volunteerism in not new and needs to be promoted. With
support from UNV, the NDVS volunteers made significant contributions for the effective
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implementation of the social mobilisation component during LGCDP |. Drawing on these
experiences; there is a need to establish formal volunteering mechanisms enahling participation of
all sectors of communities in development.

3. Strategies, Lessons Learned and the Joint Programme

Background/ Context

This UN joint programme has been formulated by UNDP, UNCDF and UNV at the request of the
GoN and its development partners®. The proposed PPSF is intended to provide much of the
technical assistance required within the framework of the Government’s LGCDP |I. In responding to
the Government’s request, the participating UN agencies have formulated a Joint Programme that is
fully consistent with the LGCDP Il programme document, along with the programme’s Strategic
Implementation Plan and Technical Assistance Framework {TAF). The objective and purpose of the
programme are the same as those for the wider LGCDP II.

This programme is consistent with the recent UNDAF of Nepal. The PPSF is closely and primarily
aligned with UNDAF Outcome 5: institutions, systems, and processes of democratic governance are
more accountable, effective, efficient and inclusive. Given that LGCDP Il is aimed at the sub-national
level, the particular focus of the PPSF will be on local democratic governance and on a more
accountable and inclusive local public sector. In policy terms, the PPSF is also aligned with UNDAF
Outcome 6: tiers of government are established and function to meet the provisions of the new
federal constitution. To this end, the PPSF will be able to respond to the policy and implementation
challenges associated with inter-governmental relations, as and when they emerge in a federal
system or in the transition to a federal form of government. The PPSF is also aligned with UNDAF
Outcome 1: Vulnerable and disadvantaged groups get improved access to basic essential social
services and programmes in an equitable manner. This will provide a platform to support Output
1.13: Institutional frameworks for volunteering for delivery and development services established by
Government of Nepal/ National Planning Commission, and the capacity of local actors, including
local government, community-based organizations and volunteer organizations, to mobilize
volunteers for delivery of basic services strengthened.

Through the support that it will provide to LGCDP Il implementation (and to better local level
infrastructure and service delivery), the PPSF will contribute towards the achievement of the MDGs
in Nepal.

Insofar as the PPSF provides a coherent and unified framework for the provision and deployment of
technical assistance to a nation-wide programme, jointly funded by many of Nepal's development
partners, it will make a significant contribution to improving aid effectiveness and donor
harmonisation. The PPSF will thus be able to make ODA more efficient and more effective, and
increase the extent to which both the Government and its development partners reap benefits in
terms of value for money.

Lessons Learned

This programme has been formulated in the light of a number of key lessons learned from LGCDP |
and other local development programmes. These include the following:

Local governance and community development issues

o  Whilst the “demand"” side of local governance appears to have become more vibrant over time,
as a result of Ward Citizen Forums, greater citizen engagement, and transformative social
mobilisation, the “supply” side has not been sufficiently robust to respond to greater citizen
choice and voice. This has been partly due to weak capacity in local bodies, but also due to
under-developed accountability frameworks at the local level.

e The capacity of local bodies to deliver public goods and services, to coordinate and plan local
development, and to operate in accountable and transparent ways does not appear to have

¢ This request was formally made through a decision made by LGCDP’s National Advisory Committee (NAC) on

29 August 2013.
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improved a great deal. These capacity issues need to be addressed urgently through a
comprehensive CD strategy.

It has become increasingly clear that much more needs to be done to link sectors and local
bodies if local development and service delivery are to become more responsive and effective.
Strengthening accountability among local bodies can generate added value if DDCs, VDCs and
Municipalities are, in turn, able to interact with local line agencies (such as health and
education}.

At the same time, some of the core mandates of local bodies (such as social security and the
coordination of local development) need to be strengthened through better management
procedures and the introduction of new approaches.

National capacities for evidence-based policy-making, for robust policy and institutional analysis
and for strategic management remain relatively weak.

FProgrammatic issues

Arrangements for the mobilisation and deployment of TA in LGCDP | were sub-optimal and

several improvements need to be made:

- National capacities need to be strengthened in the medium to long term so that MoFALD —in
the future — is able to procure, contract and manage TA in ways that are fully consistent with
GoN systems. Little was done during LGCDP | to achieve this.

- TA has not been used in order to maximise value for money, to the extent that a good deal of
the national TA in LGCDP | was used largely for purposes of programme implementation
and not consistently for capacity development.

- The District Facilitators in LGCDP | were neither of the right profile nor sufficiently
experienced to play a robust TA role at the local level. During the course of LGCDP |, it
became clear that more qualified and experienced TA is required at the level of local bodies
if programme activities are to be properly supported and implemented.

- TAin LGCDP | was delivered in highly fragmented and disjointed ways, thereby substantially
increasing transaction costs. Some TA was provided through the earlier UNJP, some
through MoFALD, and some by individual development partners.

- The TA provided in LGCDP | was not always consistent with wider programming processes
and was not systematically identified and prioritised as a function of the ASIPs.

- The earlier UNJP's annual work planning process, through which a good deal of TA was
mobilised, was not clearly aligned to the ASIP.

- The TA provided (in various ways) to LGCDP | was of variable quality and insufficiently
linked to deliverables and results.

- The unpredictability of funds for long-term national consultancies has contributed to unstable
staffing tables and a high level of staff turnover due to difficulties in retaining competent
people under these circumstances.

The engagement of volunteers to support LGCDP | demaonstrated that it is a strategic resource
for development to deliver services without permanent liability to the State, and also contributed
to facilitating a link between local communities and national level agencies. However, some
issues arose at the end of the contract period of the volunteers.

LGCDP Il has been designed to address some of these issues, as has this proposed pregramme.
Programme quality assurance mechanisms in LGCDP | were neither as effective as they should

have been, nor as integral to the programme as they could have been. While quality assurance (QA)
was sufficiently independent (so as to allow for impartiality and rigour), it was too “external” to be
effective or to provide a basis for meaningful improvements in programme performance. The
proposed programme will seek to improve both the effectiveness and the value of QA in LGCDP |f.
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The Joint Programme

The second phase of LGCDP |l is an ambitious follow-up operation to LGCDP I. LGCDP is a national
programme, implemented by MoFALD and financed out of GoN, donor and UN resources. The first
phase of LGCDP was implemented over the period 2008-2013, covering all 75 districts, 58
Municipalities and 3,915 VDCs. Phase | of the programme came to an end after 5 years in July 2013
and LGCDP Phase |l has been approved by the Government. LGCDP Il has been in implementation
since mid-July 2013.

The goal of LGCDP |l is to contribute towards poverty reduction through better local governance and
community development. To achieve this, the stated purpose of LGCDP |l is to improve local
governance for effective service delivery and citizen empowerment, which — in turn — will be ensured
through the delivery of four outcomes and nine outputs (see below for a more detailed description of
the LGCDP Il logical framework).

To assist the Government in achieving the broad objectives of LGCDP |l, this programme will
establish a PPSF, which will provide most of the technical assistance support required for LGCDP Il
At the request of GoN, implementation of the PPSF will bring together UNDP, UNCDF and UNV, all
of which were partners in the earlier UNJP of support to LGCDP |. The new programme of support
will be more focused and more coherent than its predecessor, in that it will be structured around an
overall framework of technical and capacity development support for the implementation of LGCDP
Il. This framework will consist of three distinct, but inter-related Pillars — which, taken together, will
ensure that LGCDP Il has access to the technical assistance required for programme management,
coordination and implementation, capacity development, policy development, field testing of reforms
and policy-relevant innovations and for a volunteer component involving fresh university graduates.
The Government's focus areas include livelihoods improvements programmes (LIP) and local
economic development (LED), social inclusion, Environmentally Friendly Local Governance (EFLG),
local community infrastructure, local participatory integrated planning and coordination; IT based
financial management, and reforms of local governance, including accountability. Importantly, the
PPSF represents a significant improvement over earlier TA arrangements for LGCDP | and will
provide a unified and consistent framework for the deployment of the core TA required for LGCDP II.
The TA modality is fully in line with the LGCDP |l programme document and its SIP and TAF. In
addition, the PPSF’s Annual Work Plan (AWP) will be adjusted and be guided by decisions made by
LGCDP II's Sub-NAC and Technical Assistance Sub-Committee (TASC) through annually approved
ASIPs and ATAPs. Technical assistance, as defined in this document, consists of the deployment of
human resources — on a full-time or short term basis — to assist, and also strengthen the capacity of,
the Government to implement LGCDP Il and to handle policy issues related to decentralisation and
local governance.

Broadly speaking, the PPSF will have a dual mandate. On the one hand, it will be one of the two key
instruments (the other being the Joint Financing Arrangement, JFA) through which the majority of
external partners (development partners and UN agencies) will assist the Government in
implementing LGCDP II. On the other hand, it will assist in the implementation of an over-arching CD
strategy which encompasses both the central and local levels and which aims to result in sustainable
improvements in the overall institutional environment for local development and in the delivery of
public goods and services at the local level. In this respect, the PPSF will be a flexible instrument to
respond to and subsequently adjust with likely political developments such as local elections and
future federal arrangements.

Although UNDP, UNV and UNCDF will be jointly responsible for PPSF implementation, each agency
will focus on aspects for which its own expertise and experience are best established and for which it
has a distinctive and recognized organizational mandate. Thus UNDP will take the lead on overall
capacity development, with UNCDF providing additional support in terms of operationalizing linkages
between the Performance-Based Grant System (PBGS) and related CD activities. Similarly, UNDP
will lead on providing LGCDP Il with core management and technical support. In terms of policy
advice and analytical work, UNDP will take the lead on issues such as political and administrative
restructuring at the sub- national level, while UNCDF will fead on fiscal and public finance issues in
both the current setting and any future federal arrangements. UNDP and UNCDF will work together
on testing out policy-relevant innovations, as prioritized by the Government, and if additional
financing becomes available. As a rough rute of thumb, UNCDF will focus on areas and activities
where its investment instruments are to be used or its thematic concerns addressed, while UNDP will
lead on capacity development, sub-national governance reform/restructuring and livelihoods, areas

.-‘f-'.
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in which it has been engaged on a longstanding basis. UNV, using its expertise in the promotion of
volunteering, will work with relevant departments in Nepal’s universities to identify/mobilize graduate
students to serve as youth volunteers for providing Information and Communications Technology
(ICT) support to DDCs and Municipalities through a transparent selection process ensuring that
representatives of marginalized youth groups are part of the process. The “marginalized youth”
group is meant to include young people with disabilities, ethnic minorities including rural youth and
youth from low-income families. UNV will also provide management and technical support to develop
the required operational manuals for this volunteer component.

The joint programme will consistently address a number of major cross-cutting concerns. This
reflects LGCDP |l itself, which has been designed on the basis of several key principles, including
equity and participation. LGCDP 1 also explicitly mainstreams cross-cutting areas into all its
outcomes, outputs, and activities: thus, gender equity and social inclusion (GESI), CD, child-friendly
local governance (CFLG), EFLG, and results based monitoring have all been built into LGCDP 1l as
integral cross-cutting elements. Given that it will be a key input into LGCDP |l implementation, the
PPSF will therefore incorporate such cross-cutting concerns. Moreover, the PPSF will — in itself —-
include CD as an over-arching objective. Finally, the PPSF’s in-house advisory services will ensure
that gender and human rights based concerns are consistently kept on the LGCDP |l policy agenda.

The PPSF will explicitly seek to deliver sustainable and enduring results. As an intervention that it is
broadly about capacity development, the PPSF will be expected to leave a long term legacy.
Through a range of activities, the PPSF will result in the development of improved policies, systems
and procedures, a more enabling institutional and organisational environment for local bodies that
perform and deliver. Capacity development will also result in enhanced knowledge and skills among
key individual stakeholders at all levels. Finally, the PPSF will be expected to contribute towards
enhanced capacities at the national level. /g

g



4. Results Framework

Overall Objective

The PPSF will contribute to the achievement of the overall objectives and outcomes of LGCDP
Phase ll. Accordingly, the PPSF will have; (i) the same overall objective as LGCDP I, which is to
contribute towards poverty reduction through better local governance and community development;
and (ii) the same overall purpose, which is to improve local governance for effective service delivery
and citizen empowerment.

Results Chain of Qutcomes and Qutputs

The PPSF will achieve this objective by providing the Government and its development partners with
strategic policy- and programme-related technical support and assistance during the implementation
of LGCDP Il. In addition, the PPSF will play a supporting role in the implementation of LGCDP's 1|
core CD strategy. As such, the PPSF will provide support across the various outcome areas of
LGCDP I, as outlined below:

Table 1: LGCDP |l Results Framework

Goal: To contribute towards poverty reduction through better local governance and
community development

Purpose: To improve local governance for effective service delivery and citizens
empowerment

QOutcomes: Outputs:

Outcome 1: Citizens and communities Output 1: Citizens’ Participation — Citizens and
actively engaged with local governance community organizations actively participating in local
actors and holding them accountable | governance

Output 2: Public Accountability — Citizens and
communities empowered to assert their rights and
heold local governance actors accountable at the local

level
Oufcome 2: Increased access to Output 3: LBs' access to resources increased
resources and Improved financial and Output 4: Public financial management system
management capacity of local governance | improved
actors Output 5: [nstitutional and human resource
capacities strengthened
Outcome 3: Improved efficiency and Output 6: Service delivery and local infrastructure
effectiveness of local service delivery improved

Output 7: Strengthened integrated planning,
budgeting, monitoring and evaluation and
coordination amongst local governance actors

Outcome 4: Strengthened policy and Output 8: Refined policy on local governance and

institutional framework for devolution and improved inter-agency cooperation

local self-governance Output 9: Policies developed for devolution and
federalism

It should, however, be noted that there are several inputs required to achieve the objective of
LGCDP |l and that the PPSF is one of them. The deliverables of this programme focus on the three
pillars for TA support as outlined in the LGCDP |l document. The overall results chain and “theory of
change” for PPSF is shown in the table below:

e



Table 2: Policy and Programme Support Facility {(PPSF): Results Chain

___ outputs | Outcomes | Overall Objective

1. Programme Coordination Unit (PCU)
strengthened and fully operational

2. Regional Coordination Units (RCUs) 1. Effective
established and operational implementation of
» LGCDP liprogramme at
all fevels of the

3. Technical support provided to local

bodies (LBs) Government
(TA Pillar 1 support)

4. Timely, targeted and flexible policy
advice, research and field testing of
reforms and innovations provided

to LGCDP Il
, : it Improved local
5. Strengthen overall capacity of MoFALD » development supp: governance for effective

to manage TA - >
- - - service delivery and
¢. Capacity of national and sub- national citizens empowerment

institutions to manage and implement
local service functions is strengthened

7. Efficient and effective liaison and
strategic guidance provided to the DPs

8 Efficient and effective quality assurance,.
programme monitoring and evaluation
is provided to ensure the LGCDP Il
deliver stated outcomes and outputs

The eight outputs are aligned so as to deliver the PPSF outcomes. Qutputs one to three will
establish the full-time national TA teams that will operate at the national, regional and local levels.
These TA teams will facilitate effective implementation of LGCDP |l throughout the country and will
therefore ensure the delivery of Outcome 1. Through the delivery of policy, research and field testing
of various reforms and innovations (output four), the programme will ensure sound palicy advice is
provided to all LGCDP Il stakeholders (both in Government and in the development partner
community). Combined with the delivery of CD initiatives (outputs five and six) which will strengthen
capacities at the national (with respect to MoFALD management of technical assistance) and at the
local level (with respect to service delivery functions), this will ensure the delivery of Outcome 2
which is the key in terms of contributing to overall improvement of service delivery at the local level.
Finally, outputs seven and eight are both linked to LGCDP coordination and oversight mechanisms
which, during LGCDPF |, were delivered in highly fragmented ways and incurred high transaction
costs. The new arrangement delivered through Outcome 3, will represent a significant improvement
in the efficiency and effectiveness of in-house policy advice, coordination and quality assurance,
which will guide planning and implementation of LGCDP |l core activities and aligned programmes.

Achievement of the three outcomes will enable the programme to contribute to LGCDP II's overall
objective of improving local governance for effective service delivery and citizen empowerment.
Implementation of LGCDP Il, coupled with sound policy advice, policy-relevant learning and CD
delivered through the PPSF, will impact on local service delivery and citizen empowerment. At the
same time, effective Government/ DP coordination and robust programme oversight will also
contribute to achieving LGCDP II's purpose.

In essence, the PPSF’s purpose is to develop national and local capacities to support delivery of
public services and to enable and empower citizens to articulate and communicate developmental
priorities, while — at the same time — providing the Government with policy advice and management
support for LGCDP Il implementation. To achieve its purpose, the PPSF will deliver three distinct, but
inter-related, outcomes {(and sets of outputs) which are directly linked fo the TA framework as
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envisaged in the Government's programme document. LGCDP Il will rely on externally-funded TA for
three primary purposes, each of which corresponds to a distinct LGCDP |l TA Pillar (see text box
below).

Text Box 1: LGCDP |l Technical Assistance Framework

TA Pillar I: TA for Programme Implementation

TA under this Pillar will be used to for two purposes: (i) assist MoFALD in the implementation of
LGCDP |l activities, at both the national and sub-national levels; and (ii) build capacity of the Ministry
and local bodies to manage such a Program on their own in future. A Programme Coordination Unit
(PCU) and six Regional Coordination Units (RCUs) will be established. 75 District Governance
Experts and 58 Municipal Governance Experts will be hired and funded by UNJP. A total of 133 ICT
volunteers will be assigned to each of the Municipalities and DDCs, to be funded by MoFALD. UNJP
will provide support to MoFALD in the selection, training, coordination and capacity building of the
volunteers in order to provide support for local bodies (LBs) and to strengthen the linkages with the
RCUs. These ICT volunteers will be coordinated by 8 National UNV {(NUNV) and 2 International
UNVs (IUNV) and managed by the PCU. Pillar | will also support short-terrn national consultants to
work on specific activities related to programme implementation.

TA Pillar ll: Policy, Research and Capacity Development (CD) support

This pillar will be used to support CD initiatives (at both national and local levels) for new areas of
work, policy development, and technical reviews and studies, in addition to field testing of reforms
and innovations. This pillar will provide high-level policy advisory services on issues such as LB
restructuring and decentralization, including fiscal decentralisation. Pillar Il will also be used to
address emerging policy development needs jointly identified by GoN and DPs.

TA Pillar I: TA for Programme Support

Pillar Ill will cover the coordination of DP support to LGCDP Il and activities to ensure efficient and
effective liaison between the DPs and GoN. Pillar Il will include TA to provide strategic policy
support to the DPs and GoN as well as analytical support, quality assurance and programme
monitoring, reviews and evaluations of LGCDP Il, including a Mid Term Review (MTR), thematic
evaluations and an independent evaluation towards the end of the programme period.

This three pillar framework for TA support arrangements will provide the programme with an efficient
and effective mechanism for high level national and short-term international technical support, policy
advice, quality assurance and oversight and the testing of policy development initiatives. The
functioning of these arrangements, including the transition to full GoN responsibility for TA
management, will be reviewed on a regular basis and will be refined and aligned with the GoN
systems as required.

As was the case in LGCDP I, technical assistance will play a vital and important role in LGCDP 1.
However, the framework through which externally-funded TA will be delivered will be more coherent,
comprehensive and consistent than was the case in LGCDP . Over the life of the programme, the
delivery of national TA will gradually become the full responsibility of the Government through the
establishment and operation of the Government's Programme Recruitment Facility (PRF). This unit
will ultimately be responsible for the procurement, provision and delivery of technical services for the
programme. The PRF will manage a Joint Fund for TA (JFTA), which will pool Government and DP
funds earmarked for the provision of technical services. Although the stated intention is that the
PRF/JFTA will eventually provide the majority of national TA, it is recognised that this will take time,
given the need to establish robust but efficient procedures for procurement and to build up MoFALD
management capacities. It is therefore envisaged that PPSF will manage the requirement for
national TA for up to two years, while at the same time assisting in the establishment and CD of the
PRF. International TA, on the other hand, will continue to be provided through the PPSF for the
duration of LGCDP Il

TA for LGCDP Il will therefore be based on two distinct, but inter-related, facilities: (i) the Programme
Recruitment Facility (PRF); and (ii) the Policy and Programme Support Facility (PPSF), which is




made operational through this document. The operations of both the PRF and the PPSF will be
coordinated through the TASC of LGCDP Ii. Table 3 (below) provides a summary of the functions,
financing and management arrangements for these two facilities.

Table 3: PRF and PPSF: Functions and Arrangements

Relevant LGCDP |l TA pillars:

National TA

National an

international TA,
but with decreased role over

i time in provision of national

Other functions:

Management arrangements:

Manager in coordination with
the TASC, and sub-NAC as the
apex policy committee

Procedures for procurement/-
delivery of TA and financial
management:

GoN will develop separate
procurement procedures and
adapted GoN FM regulations

TA
Pillars 1 and 2 - Pilar 1 (unti PRF is
established and |
functional)
- Pillars 2 and 3
(throughout the life of the
) programme
n/a Provide capacity development
support for establishment and
management of PRF, in
addition to overall quality
assurance
| MoFALD- appointed Fund | UN Joint Programme in

coordination with the TASC,
and sub-NAC as the apex
policy committee

Funding modalities:

Joint Fund for Technical
Assistance (JFTA), with on-
budget contributions from GolN
and DPs

NEX
Mult-Partner  Trust Fund
{MPTF), with contributions

from DPs and with parallel
UN agency core contributions

In other words, the PPSF will provide LGCDP Il with an efficient and effective mechanism for the
delivery of high level national and international technical assistance. PPSF TA will provide the
Government and LGCDP |l with: support for programme implementation; policy advice; support for
field testing reforms and innovations; and quality assurance and oversight. Finally, the PPSF will
build MoFALD's internal capacities to manage TA recruitment, and strengthen national and local
level capacities for improved service delivery. The PPSF's CD functions will ensure that the
programme delivers sustainable and enduring results. To sum up, the PPSF will have several
functions:

Providing CD support for the establishment and management of the PRF/JFTA;
Supporting the overall CD framework and implementation of the CD strategy;
Handling the provision of national technical services until such time as PRF/JFTA
arrangements are in place. The PPSF will be responsible for QA and technical support fo
PRF throughout the programme;
Managing the provision of international technical assistance for LGCDP I,
Coordinating the technical assistance associated with LGCDP/DP coordination, external
programme monitoring/evaluation and quality assurance;

» Providing management and technical support to the volunteer component involving 133
University Youth ICT graduates to support the process of digitization of working procedures
in local bodies as well as support to the promotion of volunteerism.

The PPSF will deliver TA in ways that are fully consistent with LGCDP |l programming processes.
Based on the LGCDP |l programme document, a four-year SIP has been drawn up and agreed to by
the LGCDP Il NAC. On an annua!l basis, the SIP will be operationalized through the ASIP (to be
endorsed by the NAC), which will provide the basis upon which the TASC will draw up an ATAP,
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defining LGCDP II's annual TA requirements. On the basis of the ATAP, the PPSF will then draw up
its AWP — the AWP will therefore constitute a sub-set of the ATAP,

Given that the PPSF will provide technical assistance and support across all three of LGCDP’s TA
Pillars, the programme will deliver the following outcomes and outputs.

Outcome 1:  Effective implementation of LGCDP Il at all levels of the Government
(TA Pillar 1 support)

The PPSF will provide the Government with support to implement LGCDP I, to build capacities for
improved local infrastructure and service delivery, and to strengthen the “demand-side for better
local governance. Long-term national TA will be deployed at central, regional and local levels and will
be tasked with assisting MoFALD and local bodies in the implementation of LGCDP |l activities, as
well as with providing and coordinating CD support. In other words, Pillar 1 is not simply about
implementing LGCDP I, but — perhaps more importantly — about developing medium-to-long term
national and local level capacities to deliver public goods and services in response to citizen
demand.

This support will consist of strengthening/ establishing: {i) the Programme Coordination Unit (PCU)
embedded within MoFALD; (ii) six Regional Coordination Units (RCUs) located in the five
development regions of Nepal; and (iii) DGEs and UGEs based, respectively, in each of the Districts
and Municipalities. The recruitment and management of these staff will be the responsibility of the
Ministry in the medium- and long-term. In the short term, however, the PPSF has been fasked with
supporting this national TA framework and with supporting the programme’s overall Capacity
Development Strategy. PPSF support to TA Pillar 1 is on an interim and stop-gap basis, and will
seek to hand over Pillar 1 responsibilities to the PRF/JFTA as soon as possible, as agreed with
MoFALD. This PPSF outcome, and its related outputs and budgets, are only foreseen to be
operational for two years out of the total four years of the programme period.

Output 1: Programme Coordination Unit strengthened and fully operational

The PCU will be based in MoFALD and led by an Under-Secretary {National Programme Manager,
NPM). It will assist the Mlnlstry in coordinating LGCDP Il day-to-day operations, assist in regular
monitoring & evaluation® of the programme and provide technical advice as needed. The PCU will
report directly to the National Programme Director (NPD), Joint-Secretary of the Local Self
Governance Division in MoFALD. Full-time national TA will provide support to the PCU, with
individual technical specialists being contracted to assist LGCDP's Outcome Coordinators (the
heads of respective MoFALD divisions) in programme implementation. Full-time PCU technical
specialists will be expected to provide the NPD and LGCDP Il Qutcome Coordinators with any

advice needed, as well as general support for implementation of the programme’s agreed ASIP. The
following PCU technical specialists will be recruited to provide TA®:

Local Governance specialist

Results-based Manitoring specialist

Social mobilisation & livelihoods specialist
Public procurement specialist

Local environment specialist

Geographical information systems (GIS) specialist
Gender and social inclusion specialist

Fiscal Decentralisation specialist

Capacity development specialist

Accountability and Oversight specialist

Local infrastructure and building code specialist
Communications and Documentation Officer

s Includlng those M&E activities linked to civil society oversight and monitoring of local government performance
and service delivery (as provided for in Output 2 of EGCDP Ii).

® A full-time national technical specialist for vital registration will be recruited through the ongoing HDSPP (see/(;?
Pillar 2).
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Support staff (one finance officer, two programme associates, three drivers and two messengers) will
provide the PCU with administrative and logistical support.

UNV will provide the PCU with two full-time National UN Volunteers as ICT Specialist and
Programme Specialist and support resource mobilization for full funding of two full time international
UN Volunteers (as ICT and GIS specialists).

The support to the PCU will also include short-term national TA for specific and time-bound tasks
{e.g. technical consultancies, ICT services, etc.}. The national TASC will provide guidance on this,

The key focus of the PCU in terms of CD will be to: (i) provide day-to-day support to the various
output managers/sections within MoFALD; (ii) provide support to develop and improve guidelines
and procedures; (iii) assist with reporting, monitoring and evaluation; and (iv) ensure overall
backstopping to RCUs.

In addition, the PCU will be responsible for preparing regular narrative and financial progress reports
for LGCDP |l as a whole. These reports will be structured in accordance with commonly agreed
formats.

The terms of reference for the PCU and its individual specialists are included in Annex 1.1 of this
document.

Output 2: Regional Coordination Units established and operational

This output will focus on overall support to the Regional Coordination Units (RCUs), based in the
development regions of Nepal’. RCU functions will include the Erowsuon of technical support to local
bodies, programme coordination/ facilitation, and monitoring” and reporting. Each RCU will be
headed by an Under Secretary deputed by MoFALD as a Regional Coordinator, and will be staffed
by full-time experts. Special provisions will be made so as to incentivise the Regional Coordination
positions on the basis of performance contracts. Until this arrangement |s in place, the Local
Gaovernance Expert will lead and manage the RCU. The following RCU experts® will be recruited:

Local governance and Capacity Development expert
Monitoring, reporting and accountability expert

Social mobilisation & community mediation expert
Livelihoods and local economic development expert
Social protection expert

Gender and social inclusion expert

UNV will provide a total of six full-time national UN Volunteer, one for each RCU, as ICT Officers,
responsible for providing support to ICT volunteers in districts. Each RCU will have support staff.
Terms of reference for the RCUs and their technical members are included in Annex 1.2 of this
document.

RCUs will be expected to submit regular progress reports on LGCDP Il activities, using commonly
agreed and standardised reporting formats.

Output 3: Technical support provided to local bodies

Special attention needs to be paid to building the capacities of DDCs, VDCs and Municipalities. Any
significant improvement in the delivery of public goods and services by DDCs, VDCs and
Municipalities will, to a very large extent, be the key indicator of LGCDP Il success.

Given this, the following TA for Local Bodies (LBs) will be deployed:

¢ Full-time Governance Specialists {District Governance Experts, DGEs, and Urban Governance
Experts, UGEs) in all DDCs and Municipalities. These experts will be expected to provide their

7 There will be one RCU in each development region, plus an additional RCU based in the central development
region.
8 Includlng those M&E activities linked to civil society oversight and monitoring of local government performance
and service delivery (as provided for in Output 2 of LGCDP Ii).

® Public financial management experts in the RCUs in the will be funded from SPMP.
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respective local bodies (DDCs, and Municipalities) with on-the-job mentoring and to
coordinateffacilitate LGCDP I CD activities at the local level. In addition, DGEs and UGEs will
coordinate and facilitate LGCDP |l |mplementat|on in the jurisdictions of their respective local
bodies, as well as carrying out monitoring' and reporting functions at the local level. DGEs and
UGEs will provide their respective RCUs and the PCU with regular progress reports, using
agreed and standardized formats.

* University Youth ICT volunteers in all the DDCs and Municipalities. These graduate volunteers
will provide local bodies with assistance in ICT management, reporting and e-governance. ICT
volunteers will be accountable to their respective Local Development Officers (LDOs) /Executive
Officers (EOs) and will benefit from RCU support. These volunteers will be administered by GoN,
while technical support to the management of the UNVs will be part of the programme. ICT
volunteers, as part of their terms of reference will support promotion of volunteerism within local
bodies and communities.

The terms of reference for the DGEs, UGEs and ICT volunteers are included in Annex 1.3 of this
document.

The exit strategy relating to outcome 1 (pillar 1) will be as elaborated under output 5 below.

Outcome 2: Improved policy advice and capacity development support for better overall
service delivery at the local level (TA Pillar 2 support)

Pillar 2 of the PPSF will work on improving the overall institutional environment within which LGCDP
Il and local bodies function, as well as providing support to LGCDP Il CD activities in general. Doing
so0 will require that the PPSF: (i) provides the Government with high quality advisory services on a
range of policy-relevant issues; (ii) assists in the design and implementation of a comprehensive
strategy for strengthening national and sub-national capacities to manage functions related to
service delivery, of which Pillar 1 is a part and parcel; and (iii) provides support for field testing of
reforms and innovations (as and when these are identified and prioritised by LGCDP I1). This kind of
TA will be provided by both national and international TA to support LGCDP's policy, research,
reformfinnovation and CD activities, as identified in the SIP/ASIP and endorsed by the TASC.

Output 4: Timely, targeted and flexible policy advice, research and field testing of reforms and
innovations provided to LGCDP If

The PPSF will provide high-level policy advisory services with respect to a range of issues. In the
immediate term (prior to the promulgation of any new constitution), policy issues would include (but
are not limited to);

+ Reviewing and strengthening the institutional framework for the current performance-based grant
system (PBGS) — or Minimum Conditions Performance Measure (MC/PM) assessments;
Refining the system of inter-governmental fiscal transfers;

Updating policies, laws, manuals and guidelines.

In the medium to long term, policy support will be widened to take into account a new federal
constitution. Policy issues that will be addressed with PPSF technical assistance are likely to include,
inter alia:

¢ Federal arrangements:

- Reviewing existing policies and legislations in the light of a new constitution as they
relate to federalism;

- Detailing out constitutional provisions relating to the roles and responsibilities of tiers of
governments;

- Developing new policies by sectors and across-sectors in line with the new constitution;

% Including those M&E activities linked to civil society oversight and monitoring of local government
performance and service delivery (as provided for in Output 2 of LGCDP II).
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- Reviewing the intergovernmental relations covering political, fiscal and administrative
aspects of federalism, including dispute settlement.

+ Transition management related but not limited to:

- Administrative jurisdictions and natural resources;

- Local revenue generation and local borrowing ;

- Management of assets;

- Transfer and adjustment of personnel at the local level;
- Civic education;

- Central level institutions (including MoFALD).

The work related to federalism and state restructuring under the programme will be undertaken in
close coordination with other UNDP projects — namely, Support to the Participatory Constitution
Building (SPCBN) and Project to Prepare Public Administration for State Reform (PREPARE).

Whilst some policy support will be linked to pre-identified programme actions, the PPSF will also be
able to respond to policy issues as they emerge and are jointly identified by the Government and its
development partners. Therefore, a flexible TA component has been included to enable PPSF to
deploy rapid analytical and technical input for emerging policy issues as identified by TASC.

If funding is made available over the life of the programme and if such activities are prioritised by
LGCDP I, the PPSF will also provide support for field testing reforms and innovations (as currently
identified in the SIP)'".

Pilot aciivities (and funding for them) will initially be limited to a continuation of the on-going Human
Development and Social Protection Pilot (HDSPP) until December 2014, thus allowing time for
lessons to be learned. Annex 2 of this document provides a more detailed description of the HDSPP.

Output 5: Strengthen overall capacity of MoFALD to manage TA

As described under outcome 1, the PPSF will assist MoFALD in establishing and building the
capacity of the proposed PRF, which has the objective of increasing the Ministry’s in-house capacity
for procurement and contract management of national consultants— not only related to LGCDP Il but
(in the long-term) for all TA related to the activities of the Ministry and LBs. The intended result from
the output is increased capacity for TA management by MoFALD. The PPSF will attach a high
priority to assisting MoFALD in establishing procedures for PRF delivery of national TA to avoid
continued parallel arrangements for TA. This support will entail meeting a number of benchmarks:

Reviewing current arrangements for managing programmatic TA,
Identifying and assessing realistic options for financing the TA that is to be procured through
the PRF mechanism'?;

o Designing PRF management and financing arrangements, based on best practice in Nepal
and internationally;

s Developing a PRF operational manual for the procurement of national TA;
Defining PRF budget norms (specifying TA rates);
Development of a transition plan from PPSF to PRF.

It will be the responsibility of the PPSF to support the Government in development of the above.
Technical assistance will be deployed to assist the Ministry in establishing the PRF, training Ministry
staff in the initial period, and providing the PRF with technical support thereafter.

" To the extent that funding permits, grants and other non-TA inputs for field testing innovations or piloting
reforms will be provided by the Government, through its own budget or through JFA resources. The PPSF will
rovide any necessary TA, subject to funding availability.
2 geveral options will need to be considered, including continued financial support being provided by
development partners, as well as additional GoN funding.
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This CD component of the PPSF will operate on the basis of a two-year deadline, the intention being
to hand over as many pational TA management functions as possible io the PRF. Any extension to
this deadline will need to be discussed and agreed upon by the TASC. The precise timing of any
PPSF hand-over to the PRF/JFTA will be determined on the basis of a mid-term review of the TA
arrangement in LGCDP Il in particular, and TA in the Ministry in general. The review will cover,
among others, the modality and scope of the TA being provided.

Although it is not possible, at this stage, to describe precisely what arrangements will apply to the
PRF, they will need to be consistent with GoN procurement regulations, with modifications intended
to ensure that the facility is able to recruit high quality national TA on a timely basis. In close
cooperation with the Ministry of Finance (MoF), MoFALD and other GoN institutions, the PPSF will
explore workable options and develop operational guidelines for the PRF. These will include options
for pre-qualification (or certification) of TA providers, for using quality and cost based methods for TA
procurement, and for sanctioning pcor performance on the part of TA providers. In addition, options
for funding PRF TA will be identified at an early stage and discussed with all stakeholders as soon as
possible.

Overall quality assurance and CD support with respect to TA procurement and management will
continue throughout the lifetime of this joint programme. PPSF quality assurance of TA will focus on
monitoring (i) terms of reference; (ii) pre-qualification (or certification) of consultants; and (iii) the
appropriateness and quality of deliverables. These QA functions will be provided by the PPSF for
both its own and the PRF’s recruitment and management of national and international TA.

Output 6: Capacity of national and sub-national institutions to manage and implement local
service functions is strengthened

A key change from the earlier UNJP will be in how the PPSF will deliver CD support to achieve
LGCDP |l objectives. The new approach is based on assisting in the development and
implementation of an over-arching CD strategy that blends Pillar 1 national TA, core CD activities,
and a focus on LB performance (as measured through MC/PM assessments).

Sub-national capacities

PPSF will provide all LBs with basic CD support, with a focus on areas/functions where
improvements in capacity will lead most directly to better basic service delivery. CD activities should
be targeted, as a priority, on those LBs that are under-performing and on subject areas in which LBs
are under-performing. The results of annual MC/PM assessments'> will therefore be used to identify
under-performing LBs and areas of weakness. Iin cases where LBs are persistently “failing”, LGCDP
Il should develop a special approach aimed at addressing systemic fragility and at restoring very
basic service delivery.

ﬁﬁy/"

'* The MC/PM system will be revised early on in LGCDP |l so as to increase the extent to which they focus on
local body service delivery capacities.
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A CD strategy will be developed based on the core principles outlined below.

Text Box 2: LGCDP |l Capacity Development Strategy — Principles and Orientation

The purpose of the CD strategy is to make the delivery of public goods and services by local
bodies as accountable, inclusive, efficient and effective as possible which is in line with the
overall objective of LGCDP II. This will entail ensuring that: (i) legal and regulatory frameworks are in
place; (ii) staffing structures are filled; {iii) user-friendly operational guidelines are issued; (iv) basic
office facilities are established; and (v) targeted learning takes place at the right time and right
locations.

CD support will be prioritised in the following ways:

¢ All local bodies should be provided with orientation, training and support with respect to a limited
number of key and basic areas including volunteering as a strategic resource for
development;
e Special attention needs to be paid to building the capacities of VDCs and Municipalities, which
are frontline service delivery units and the local bodies to which citizens turn to in order to satisfy
a wide range of basic administrative and developmental needs; -
e Focused and targeted support needs to be provided for poorly performing DDCs, VDCs and
; Municipalities in those areas indicated as weak by MC/PM assessments;
¢ Special focus on “fragile” DDCs and VDCs. MoFALD needs to make a special effort to find
5 innovative solutions to the systemic failure of a limited number of local bodies;
' » The final priority is the Ward Citizen Forums (WCF), focusing particularly on their role as
community representatives in the planning and budget allocation processes, in addition to their
new and important role as a key oversight mechanism for the implementation of local
infrastructure investments.

Four basic priority areas can be seen as being fundamental to any improvements in the delivery of
public goods and services at the local level:

¢ Public expenditure management (PEM): this is about the ways sub-national units go about
making decisions on how they intend to use and allocate their resources.

+ Scheme implementation, monitoring and procurement (SI): this concerns the ways in which sub-
national units actually “produce” public goods and services, in terms of design, costing and
technical oversight/supervision during implementation related to investments in small-scale
infrastructure items and other core services.

+ Public financial management {PFM): this is about the ways in which sub-national units undertake
| book-keeping, bank account and cash management, and financial reporting.

+ Vital registration functions (VRF): this is a key decentralized function of VDCs and Municipalities
and of considerable importance to citizens.

CD activities will be mainly supply-driven, based on MC/PM assessment results, focused on
improving local service delivery, and expected to make a significant (and measurable) contribution to
improving the performance of local bodies. All long-term national TA positions will play a role in
implementing this strategy, in addition to short-term input from national and international TA. The
PCU will assist in developing guidelines for LBs and in monitoring Capacity Development Strategy
implementation as a whole. The RCUs will ensure CD planning and coordination in each region, as
well as mentoring and backstopping for DDCs. District Governance Experts (DGEs) and Urban
Governance Experts (UGEs). DGEs will coordinate CD activities at the DDC and VDC levels while
UGEs will provide Municipalities with CD support.

Activities related to this dimension of output 6 will be undertaken in close collaboration with the Local
Development Training Academy (LDTA), given the role assigned to LDTA in the design and
management of local capacity development. The PPSF will also ensure that its local CD work is
harmonised with the approach taken by Support to Capacity Development of Local Bodies in Nepal
(SCDLB) project, implemented by GIZ in collaboration with LDTA, with financial support from the
Government of Norway.
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National Capacities

Support will also be provided in a variety of ways to develop capacities at the national level
(MoFALD, LBFC, Department of Local Infrastructure Development and Agricuitural Roads-
DOLIDAR, other institutions), in line with the provisions of the LGCDP Il programme document.

As indicated in the LGCDP Il SIP {in particular for LGCDP |l outputs 5, 6 and 7), there are several
areas in which national-level capacities will require strengthening, inter alia:

Monitoring, evaluation and reporting systems in MoFALD;

Management of vital event registration and the social security system by MoFALD;
Inter-governmental fiscal relations and the work of the Local Bodies Fiscal Commission (LBFC);
Management of technical support services for local bodies by DOLIDAR;

Management of local level CD and backstopping activities (by MoFALD and LDTA);

Human resource management;

Results-based planning;

ICT management and communications.

PPSF CD support related to this output will include the provision of TA for developing
systems/procedures and for training, funding for peer and "horizontai” learning, and other relevant
inputs.

Outcome 3:  Greater efficiency and effectiveness in programme coordination and oversight
(TA Pillar 3 support)

The PPSF will be entirely responsible for Pillar 3. As with all the TA activities associated with LGCDP
Il, Pillar 3 quality assurance and monitoring will be subject to TASC oversight.

In order to implement Pillar 3 activities, the PPSF will deploy a full-time international DP Coordinator
and Governance Specialist supported by a senior national Programming and Monitoring Analyst and
a part-time PFM analyst. In addition, short term TA can be deployed for specific QA and monitoring
tasks.

Output 7: Efficient and effective liaison and strategic guidance provided to the DPs and the
Government

The LGCDP DPCC will meet the coordination needs of the LGCDP |l development partner group
and provide the DPs and the Government with in-house and strategic policy support. This
component will be a key factor in ensuring strong coordination between the DPs, and between the
DPs and the Government. More specifically, the Cell will be responsible for:

Liaising between LGCDP Il management and the development partners;

Providing DPs with programme documentation;

Analysing programme documentation and reports;

Organising regular DP meetings to discuss programmatic issues and to agree on

priorities;

s Providing DPs with high level policy analyses and assessments related to LGCDP |l and
to sub-national governance issues,

s |dentifying and deploying technical support for various LGCDP |l sub-committees and
initiatives;

e Drawing up terms of reference for technical reviews and evaluations as prioritised by

DPs and agreed with the TASC.

* & & @

The office space for the DPCC will be arranged by the UNJP within its premises. The international
DP Coordinator and Governance Specialist will be based in the PCU for two days and the other
three days of a week in the UNJP premises.

Vs Z i
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Output 8: Efficient and effective quality assurance, programme monitoring and evaluation is
provided to ensure the LGCDP Il deliver stated outcomes and outputs

The PPSF will ensure that LGCDP |l is regularly monitored and assessed with respect to:

(i) The quality and performance of all technical assistance. Draft terms of reference for all TA
will be thoroughly reviewed, deliverables will be closely scrutinized, and sanctions wilt be
applied to TA that under-performs.

(i) Overall programme performance (in terms of meeting operational targets, financial
management, implementation and other programmatic issues).

(iii) Programme impact (using baseline and final surveys, citizen percepticn surveys).

With respect to financial management and fiduciary risk issues, the PPSF will work closely with PFM
experts working with the DPs, who will be providing SPMP with fiduciary risk monitoring services.

This quality assurance (QA) element of the PPSF will be undertaken in line with a QA Operational
Manual, which will specify in detail what will be subject to PPSF QA, how, when and by whom. For
the most part, formal QA exercises will be undertaken as part of the six-monthly review and the Joint
Annual Review (JAR), both of which are an integral part of LGCDP II's JFA. The JARs will culminate
in a formal aide-memoire, which will follow an agreed format and include assessments of progress
with respect to:

¢ Programme implementation, as measured against ASIPs;

e Programme results and policy commitments, as measured against the Annual Menitoring and
Evaluation Plans (AMEPs);
Quality of TA, as measured against ATAPs and relevant Terms of Reference;
Financial management and mitigation of fiduciary risk;

e Programme reporting.

In addition, as part of programme reviews and monitoring activities, the PPSF will be responsible for

organising and managing field trips, workshops, retreats, training and other such events as and
when required by the TASC or DPs.

Results and Resources Framework

Programme budget

The total budget for the PPSF amounts to an estimated $ 13.5 million, which is within the TA ceiling
authorised by the Government. There is currently a $ 1 million funding shortfall based on the

commitments as follows:
Development partners (DFID, Government of Denmark and Government of Norway):  $10.0 million
UNDP: § 1.8 million
UNCDF: $ 0.4 million
UNV: § 0.3 million
Total funding commitments: $12.5 million

The following sections of this programme document provide a detailed matrix for the Results and
Resources Framework.

VA
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5. Management and Coordination Arrangements

The PPSF will be implemented through the NEX'* modality, which is the principal implementation
modality under the UNDP CPAP (2013-2017} in Nepal.

The PPSF will be institutionally attached to MoFALD and will be directly accountable to the Project
Executive Board (PEB) under the guidance of the Secretary of MoFALD. In order to reduce
transaction costs and work with existing LGCDP Il management arrangements, the PEB for the
PPSF will be the National Advisory Sub Committee (known as the Sub-NAC). The Sub-NAC is
chaired by the NPD, Joint-Secretary of the Local Self Governance Division in MoFALD, and consists
of representatives from the Government, development partners and the Local Body Associations. 1t
is responsible for the implementation of the policy decisions made by the NAC, for operational level
decision-making, for acting as the consultative coordinating body of the LGCDP and for deciding on
LGCDP human resource and technical assistance issues. The PEB (Sub-NAC) will meet four times
a year to discuss LGCDP Il TA and PPSF progress and endorse programme orientations. It will be
responsible for providing oversight of PPSF implementation. The PEB {Sub-NAC) will be responsible
for endorsing AWPs, and mid and annual progress reports.

The NAC is the apex body which oversees LGCDP Il and formally approves all major programmatic
decisions; it is chaired by the Secretary of MoFALD and its membership includes senior GoN and
DP representatives. The Sub-NAC provides regular oversight of LGCDP Il activities.

The PPSF's AWPs will be drawn up in close collaboration with LGCDP II's TASC, which will consist
of the following members:

The National Programme Manager (NPM),

Two MoFALD officials

A representative of the Asian Development Bank (ADB),
A representative of the bilateral development partners;
Two representatives of the UN agencies'®.
Administrative Officer, LGCDP

Annual work plans for the PPSF wil be drawn up on the basis of the overall LGCDP |
implementation planning processes. On an annual basis, MoFALD and the PCU will draft an ASIP.
The ASIP will provide a comprehensive annual work plan for LGCDP I1. On the basis of the ASIP,
the TASC will finalise an ATAP, which will provide a detailed description of TA needs for the coming
year. Part of the ATAP will be assigned to the PPSF and will thus become the basis for the PPSF's
annual work plan. This work will be done under the direct supervision of TASC.

" The NEX modality will be replaced by NIM (National Implementation Modality) once the latter has been
finalized.

> Two UN representatives on the TASC is justified by the need to ensure that a majority of the UN agencies
involved in the PPSF are able to participate effectively in discussions about the provision of TA to LGCDP II.
UNDP and UNCDF will therefore be represented on the TASC. UNDP will ensure that UNV concerns and
issues are discussed at TASC meetings.

é{f”
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The PEB structure is shown in the diagram below;

Diagram 1: Management Arrangement

[ Project Organization Structure j
Project Executive Board/National Advisory Committee Sub-Committee
(Sub-NAC)

Senior Beneficlary Executive Senior Supplier
LGCOP Il UNDP, UNCDF and UNV

Senior MoFALD officials National Programme Director
{Joint Secretaries of
MoFALD divisions)
Project Assurance DP Cocordination Cell {Pillar 3}
UNDP and UNCDF Programme RIOETEDmeiManarey
Officers and
Programme Coordination Unit {PCU)

h

Regional Coordination Units
{RCUs)

Programme Coordination Unit:

In order to coordinate LGCDP Il day-to-day operations and to ensure the internal coordination of
policy matters, a PCU will be established under the supervision of the Local Self Governance
Division to coordinate LGCDP Il activities across the Ministry. The Joint Secretary of the Local Self
Governance Division will serve as the National Programme Director (NPD) of the programme, while
a full time Under Secretary will assume the responsibilities as the National Programme Manager
(NPM) and will manage the PCU programme staff and activities under the guidance of the NPD.
Since the programme will be fully integrated into MoFALD, the PCU’s role will be to provide technical
backstopping for the various MoFALD Division Chiefs and Outcome Managers, in addition to
ensuring close coordination of the programme components.

Programme Assurance:
Delegated by the PEB, the Programme Assurance role will be ensured, on a day-to-day basis, by
UNDP and UNCDF Programme Officers. In addition, UNDP's Governance Unit, UNCDF's Regional
Office, and the UNV Country Office will provide higher level programme assurance on a regular
basis. Programme assurance will ensure that the Programme management delivers planned outputs
as per the annual work plan on the basis of the quarterly and annual progress reports.
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DPs Coordination Cell:

As described above, the programme will have a dedicated DPCC which wili be slightly independent
from the overall programme structure to facilitate the tasks of this cell in terms of oversight, strategic
advice and coordination among all stakeholders. This cell will be made up of Pillar 3 TA.

Resource Mobilization:

Resource mobilization will be an integral part of the PPSF’s on-going work, and will be led by the
Government with the support of UNDP, UNCDF and UNV. This will involve dialogue with long term
partners who have supported LGCDP over several phases, such as the UK's Department for
International Development (DFID), the Government of Denmark and the Government of Norway, as
well as potential new partners. The PPSF will devote specific attention during its regular planning
exercises to mobilizing further support from strategic partners and donors. If additional funding
becomes available, the PPSF will be scaled up to cover more LGCDP |l activities.

Partnerships:

The programme will rely on partnerships and the cooperation of a wide range of international and
national stakeholders to maximize impact and to ensure that its interventions are harmonized with
and complement the efforts of other partners. The PPSF Joint Programme draws on the well-
established partnership from the previous phase with MoF, Ministry of Education (MoE), LBFC and
NPC at the national level and with the 75 DDCs, 58 Municipalities, and 3,915 VDCs. The PPSF
Programme complements first and foremost LGCDP i in addition to other projects and programmes
of its current development partners, in the areas of improving service delivery, CD and good
governance.

National Project Manager: The Ministry will assign a senior Under Secretary of the Ministry as the
NPM who will be responsible for the day to day operation, management and coordination of the
Programme.

National professionals and support staff will be hired by the project as per the NEX Guidelines and
will be assigned in the PCU, RCU and LBs as outlined in section four, Result Framework (Outcome
One). The professional and support staff team will work under the guidance of the NPD and NPM.

6. Fund Management Arrangements

The PPSF will be a programme support facility under the umbrella of the Government's framework
for LGCDP (I, and will therefore fali under and be part of the same programme management
arrangements as LGCDP |l through a UN Joint Programme arrangement. On this basis, PPSF will
be a joint UN programme using a combination of fund management options: “parallel” and “pass-
through”.

UNV fund management for International and National UNVs and for the overall volunteer initiative
will use the “parallel” option.

The participating UN organizations have appointed UNDP as the "Administrative Agent” (AA) for the
“pass-through” funds from its partners. The AA will receive contributions from donors that wish to
provide financial support to PPSF based on a Standard Administrative Arrangement (SAA).
Common work plans would clearly indicate the activities to be supported by each of the participating
UN organizations, including the indirect costs to be charged by each participating organization.
UNDP in its capacity as the AA will disburse funds to each of the participating UN organization in
accordance with instructions from the Programme Executive Board. The AA will also consolidate
statements and reports, based on submissions provided by each participating UN organization.
However, the participating UN organizations will assume full programmatic and financial
accountability for the funds disbursed to them by the Administrative Agent.

The PPSF will be implemented under NEX modality, with MoFALD being the Implementing Partner
(IP). Cash transfers will be made according to the procedures outlined in the Harmonised Approach

e
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to Cash Transfer (HACT)'®. Based on the latest HACT results in Nepal, the following cash transfer
modalities are proposed:

* UNCDF “seed” funding in the form of capital grants (for HDSPP, until December 2014) will be
provided to the IP as direct payment to the same Foreign Currency Account (FCA) as with the
JFA basket fund, and managed, reported on and audited in exactly the same manner as the
other main LGCDP Il funds managed through the JFA. This modality will establish several
triggers for fund release and reporting which reduces the overall fiduciary risk. This is particularly
important considering the pilot nature of these types of funds'’. The system and precedence for
this has already been established through the HDSPP grant transfer arrangements.

» Most of the national capacity building activities (i.e. organising workshopsi/trainings, etc.), hiring
of national consultants, etc.) will continue to be implemented directly by the national IP under the
Direct Cash Transfer modality.

¢ Within the NEX modality it is recommended that the following activities will fall under Direct
Agency Implementation whereby UNDP, UNCDF and UNV assist with project implementation
and become Responsible Parties under this modality. This modality will cover the following
services:

- Hiring and payment of international technical advisory positions

- Hiring and payment of international consultants (technical experts from various areas of
support)

- Hiring and payment of national and international UNVs with related operational support,
monitoring, outreach activities, development of knowledge products and promotion of
volunteerism.

- Quality assurance (including independent reviews and evaluations, UN Agencies and
technical reviews by UNDP, UNCDF and UNV)

All these activities will be planned, implemented, managed and reported on as an integral part of
PPSF activities and therefore, will continue to remain under the overall management of the IP and
the TASC.

Cash Transfer Mechanism: UNDP will fransfer the fund (cash) allocated for this project in the
project account managed by MoFALD on a quarterly basis. The first request will be based on the
approved AWP, and first quarter work plan and subsequent instalments will be transferred based
upon a minimum expenditure of 80% from the previous advances and 100% from all earlier
advances. UNDP will transfer the budget required for the first instalment in the beginning of the
implementation. The subsequent transfers will be made upon receipt of signed completion of each
quarterly plan including the financial report as well as the subsequent quarterly work pian.

There will be direct payment through UNDP for the payment where UNDP is assigned as the
responsible party to complete the activities outlined in AWP/QWP. UNDP adopts the HACT and the
payment modality will be based on the HACT approach (i.e., based on the micro assessment report
of IP). As specified within the provisions of the NEX guidelines, the project shall maintain and
operate separate bank account to management project cash.

Audit Arrangements: The Audit of the project will be conducted in consultation with MoFALD as per
UNDP requirements and procedures for the activity funded and managed by UNDP.

'8 With reference to the UNDP POPP there are four transfer madalities under NEX:
e Direct cash transfer which is known also as the “NEX Advance”
¢ Reimbursement whereby UN agencies reimburse the |P for their disbursements
e Direct payment whereby the IP requests UN agencies to make the disbursement
¢ Direct Agency Implementation whereby UN agencies assist with the project implementation
'" The procedures and precedent for this have already been established through the HDSPP grant transfer

arrangements applied during LGCDP I.
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7. Monitoring, Evaluation and Reporting
Monitoring: Regular monitoring of the Programme will be conducted through a Programme

Monitoring Framework (PMF). All stakeholders will be encouraged to be involved in this process.

PPSF’s M&E framework will provide information on progress against assigned outputs and activities
in line with LGCDP II's AMEP.

The following table sets out the Monitoring Framework for the PPSF. Th indicators and baselines
used at the output level are taken from LGCDP II's AMEP.

o
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The Joint Programme M&E system will track progress against output indicators for each output defined
in the Results and Resources Framework (Table 4 above). In addition to day-to-day monitoring by the
National Programme Manager and the PPSF DPCC, bi-annual and annual review mechanisms will be
put in place to assess progress against planned activities and achievement of key results.

Joint Quarterly Programme Reviews: The PEB (Sub-NAC) meeting will be conducted four times a
year to review the extent to which progress is being made toward achievement of outputs. The final
meeting of the year will also be an opportunity to approve the AWP for the following year. For each
quarterly meeting, a progress report shall be prepared by the Programme Manager and shared with
the PEB in preparation for the Quarterly Review. As a minimum requirement, the Quarterly Report shall
consist of financial and physical progress of activities for the quarter under review, as well as a
summary of progress towards achieving pre-defined targets at the output level.

Joint Annual Review: A JAR will take place each year and should be done prior to and in conjunction
with the regular LGCDP |l bi-annual review meeting. The PPSF JAR will be an integral part of the wider
LGCDP i Joint Annual Review. The review team will include the Government, UN agencies and DPs.
The JAR will examine progress against Programme objectives and make recommendations to the
PEB/Sub-NAC to provide consistent guidance.

Mid-term Review: The programme will be subject to a MTR. The JAR at the end of the second year
will provide the platform for the MTR which will focus on assessing programme relevance, efficiency,
effectiveness, and likely sustainability of results and make recommendations in response to the
findings. This MTR will be part of the larger LGCDP !l MTR.

Final Review: A final review of the PPSF will take place as a part of LGCDP II's final evaluation.

Participating UN Organizations

Each Participating UN Organization will prepare the following reports on its contribution in accordance
with its financial rules and regulations:

* Annual narrative progress reports, to be provided no later than three months (31 March) after the
end of the calendar year;

« Annual financial statements and reports as of 31 December with respect to the funds disbursed to
it from the Joint Programme Account, to be provided no later than four months (30 April) after the
end of the calendar year;

» Final narrative reports, after the completion of the activities in the Joint Programme Document and
including the final year of the activities in the Joint Programme Document, to be provided no later
than four maonths {30 April) of the year following the financial closing of the Joint Programme. The
final report will give a summary of results and achievements compared to the goals and objectives
of the Joint Programme;

+ Certified final financial statements and final financial reports after the completion of the activities in
the Joint Programme Document and including the final year of the activities in the Joint
Programme Document, to be provided no later than six months (30 June) of the year following the
financial closing of the Joint Programme.

The Administrative Agent (UNDP) will:

» Prepare consolidated narrative and financial progress reports, based on the narrative consolidated
report prepared by the Lead Agency and the financial statements/ reports submitted by each of the
Participating UN Organizations;

* Provide those consclidated reports to each donor that has contributed to the Joint Programme
Account, as well as the Steering Committee, in accordance with the timetable established in the
Administrative Arrangement.

» Provide the donors, Steering Committee and Participating UN Organizations with:

v Certified annual financial statement (“Source and Use of Funds” as defined by UNDG
guidelines), along with a detailed breakdown of expenditures, to be provided no later than
five months (31 May) after the end of the calendar year,

v" Certified final financial statement (“Source and Use of Funds™) to be provided no later than
seven months (31 July) of the year following the financial closing of the Joint Programme.
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8. Legal Context or Basis of Relationship

This Joint Programme document shall be the instrument referred to as such in Article 1 of the Standard
Basic Assistance Agreement (SBAA) between the GoN and UNDP, signed on 23 February 1984.
Consistent with the Article |1l of the SBAA, the responsibility for the safety and security of the executing
agency and its personnel and property, and of UNDP’s property in the executing agency's custody,
rests with the executing agency.

The executing agency shall:

e put in place an appropriate security plan and maintain the security plan, taking into account the
security situation in the country where the Programme is being carried;

¢ assume all risks and liabilities related to the implementing agency's security, and the full
implementation of the security plan.

UNDP reserves the right to verify whether such a plan is in place, and to suggest modifications to the
plan when necessary. Failure to maintain and implement an appropriate security plan as required
hereunder shall be deemed a breach of this agreement.

The Implementing Partners agree to undertake all reasonable efforts to ensure that none of the funds
received pursuant to this Joint Programme are used to provide support to individuals or entities
associated with terrorism and that the recipients of any amounts provided by Participating UN
organizations do not appear on the list maintained by the Security Council Committee established
pursuant to resolution 1267 (1999). The list can be accessed via
htip://www.un.org/Docs/sc/committees/1267/1267ListEng.htm. This provision must be included in all
sub-contracts or sub-agreements entered into under this programme document.
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