Memorandum of Understanding (MoU)

(Government of Nepal, Represented by the PEFA Secretariat, Nepal)
and
(Institute of Chartered Accountants of Nepal)
For
the Implementation of the Integrated Public Financial Management Reform Project (part
of 1.2 and 1.3) to Strengthening fiscal reporting, controls and PFM training capacity
Signed on 15% July 2018

1. Preamble

The Memorandum of Understanding hereinafter refer to as the “Memorandum” or “MoU”, entered
into on Dated 15" July 2018 by and between Public Expenditure and Financial Accountability
(PEFA) Secretariat residing having in address at FCGO Building, Anamnagar, Kathmandu, Nepal
hereinafter referred to as the “First Party” and Institute of Chartered Accountants of Nepal (ICAN)
having its address at ICAN Marg, Satdobato, Lalitpur, hereinafter referred to as the “Second Party” and
collectively known to as “Parties” for the purpose of implementing ICAN related PFM reform activities
stated in the Integrated Public Financial Management Reform Project (IPFMRP) through both
retroactive and regular financing with close coordination and cooperation with PEFA Secretariat.

WHEREAS, the aforementioned parties desire to enter into herein described agreement in which
they shall work together to accomplish the objectives set forth;

And whereas, the parties are desirous to enter an understanding, thus setting out all necessary
working arrangements that both parties agree shall be necessary to complete the agreed
activities;

WHEREAS the objective of the project is to strengthen the effectiveness of public financial management
institutions and procurement institutions, systems and procedures at the federal and sub-national
levels;

WHEREAS the GoN represented by, PEFA Secretariat and ICAN have entered into this MOU for
the purpose of carrying out part of Component-1 (part of 1.2 and 1.3) of the project.
NOW THEREFORE the parties hereby agree as follows:

2. Obijectives of the MoU

The specific purpose of this MoU is to enter in agreement between GoN, represented by PEFA Secretariat
and ICAN for the execution of activities under Component-1 (part of 1.2 and 1.3) of the project
that are (i) supporting NFRS implementation in autonomous government agencies,



state-owned enterprises and other private sector entities; (ii) strengthening capacity of
ICAN to deliver training on Recipient’s financial reporting standards; (iii) revising
ICAN curriculum to include financing reporting aspects; (iv) entering memoranda of
understanding with specialized training institutions, such as ICAN, to offer professionally
accredited courses. For an effective and efficient implementation of the project PEFA
Secretariat will coordinate and cooperate.

3. Scope and Expected Output

The scope of the MoU will cover the activities for implementation of NFRS in SOEs,
strengthening the capacity of ICAN, ASB, AUSB and other key regulating agencies
working in PFM related areas, revising CA syllabus, designing the academic curriculum of
universities and higher education related to PFM and support for capacity development
programs of concerned PFM staffs and ICAN members. Output of the activities under this
MoU will be aligned with the scope as detailed out in Annex 1.

4. Terms and Conditions

In accordance with agreement entered between GoN and the World Bank the GoN has

agreed to make the proceeds of grant allocated for carrying out of part of Component-

1 (part of 1.2 and 1.3) of the project available to ICAN under an MoU in accordance with

terms and conditions and which shall include, inter-alia, the following terms:

(i)  The proceeds of the grant allocated for carrying out of part of Component- 1
(part of 1.2 and 1.3) of the project shall be made available in NRs. 75,500 thousand
based on actual expenditures incurred for carrying out the agreed performance
milestones. Annex- 2.

(i) ICAN shall undertake to carry out part of Component- 1 (part of 1.2 and a.3) of
the project with due diligence and efficiency and in accordance with appropriate
management, financial, procurement and public utility practices, and social and
environmental standards acceptable to PEFA Secretariat, and shall provide,
promptly as needed, the funds, facilities and other resources required for the
purpose.

(iii)  ICAN shall undertake to procure the consulting and non-consulting services to
be financed out of proceeds of the grant in accordance with the relevant
procurement clauses as laid out in the agreement (Section 2.07) and the
amendment to the agreement dated June 18, 2018 and utilize such services
exclusively in carrying out of the project.

(iv) ICAN shall maintain a financial management system and records and accounts
adequate to reflect sound accounting practices, its operations and financial
conditions, in accordance with agreement.

(v) ICAN shall: (a) retain all records (contracts, orders, invoices, bills, receipts, and other
documents) evidences of expenditures under the project and (b) submit to PEFA
Secretariat periodically and interim un-audited financial progresses, reports for
every trimester evidencing, expenditures in accordance with (2.06 (b) of the
agreement.

(vi) ICAN shall retain all records (contracts, orders, invoices, bills, receipts, and
other documents) evidences of expenditures under the project until at least later
of: (a) one (1) year after the GoN and the World Bank have received the audited
financial statements covering the period during which the last withdrawal from the
grant account was made; and



(vii)

(b) Two (2) years after the closing date specified in the agreement. ICAN shall
enable the GoN and the World Bank representative to examine such results.

ICAN shall monitor and evaluate the progress of component I(part of 1.2 and
1.3) of the project in accordance with the provisions of the agreement, the standard
conditions, the MoU and the PFM project dated 18" June 2018 (“the project paper”)
and report to PEFA Secretariat and the World Bank in accordance with the term of
agreement.

(viii) ICAN shall carry out part of component I(part of 1.2 and 1.3) of the project in

(ix)

)

(xi)

(xii)

accordance with the anti-corruption guidelines of the World Bank.

The PEFA Secretariat shall have the right to suspend or terminate the right of
ICAN to use the proceeds of grant made available under MoU upon failure by the
ICAN to perform its obligations under MoU.

ICAN shall exercise its rights under this MoU in such a manner so as to protect
the interest of ICAN, PEFA and to accomplish the purpose of component -1 (part of
1.2 and 1.3) of the project. Except as the PEFA Secretariat shall otherwise agree
in writing, ICAN shall not assign, amend, abrogate or waive the MoU, its annexes
or any of its provisions.

PEFA Secretariat shall monitor and supervise the project results and facilitate the
implementation of component -1 (part of 1.2 and 1.3) of the project. A periodic
review of the work plan, (as contained in annexes | and Il of this MoU) will be
contained and shared with the World Bank. ICAN shall coordinate policy and
implementation strategy to be followed during the implementation of the project
activities, in consultation with PEFA Secretariat and the World Bank.

In case of conflict between this MoU and the agreement, the provision of agreement
shall prevail.

Obligations and Responsibilities
5.1: Obligations and Responsibilities of PEFA Secretariat:

(i)  Under the term and condition of this MoU, PEFA Secretariat agreed to use
the services of ICAN to perform above mentioned activities.

(i) The PEFA Secretariat will make payments to ICAN for its services
based on actual expenditures incurred for carrying out the agreed
performance milestone.

(iii) In executing and performing the above mentioned responsibilities
PEFA Secretariat shall follow the Integrated Public Financial
Management Reform Project (IPFMRP) project operation guidelines
(applicable provisions other than specified in this MoU).

5.2: Obligations and Responsibilities of ICAN:

(i)  Under the terms and conditions of this MoU, the ICAN will agree to
perform above mentioned activities in its own and through ASB and
AUSB where applicable.

(i) ICAN will prepare and submit the work plan (along with the
procurement plans) with detail activities, time schedule and cost of
each items achieving the objectives of parts of component-1 (part of
1.2 and 1.3) of the project to PEFA

Secretariat and the World Bank. Any revision in the work plan would need prior

approval of PEFA Secretariat and the World Bank.



(iii) In executing and performing the above mentioned responsibilities ICAN shall
follow the Integrated Public Financial Management Reform Project (IPFMRP) project
operation guidelines (applicable provisions other than specified in this MoU).

Payment Procedure:

(i)

(i)

PEFA Secretariat will pay an amount, not exceeding NRs. 75,500 thousand for executing
the activities mentioned above as per the approved annual budget and program of the
Secretariat. The payment will be in advance and its settlement mode from FY 2018/19.
The initial advance will be as per the work plan to be prepare as provisioned under 5.2ii of
this MoU but not exceeding the trimester-wise allocated amount for ICAN related activities
in the annual program of Secretariat.

ICAN will submit a report at the end of every trimester, within 30 days of the end of
the trimester, to reflect the Physical and financial progress of the component, evidencing
actual expenditures and forecasting expenses for the next two trimester on the basis of
milestone as depicted in the annexure. PEFA will advance, on submission of such reports,
an amount which will not exceed the forecasted amount after adjusting the actual
expenditure incurred after the end of the reporting trimester. At the end of the MoU
period any advances still left will be returned by ICAN to PEFA Secretariat.

Coordination Committee:

(i)

(i)

(iii)

(iv)

A “coordination committee “will be formed comprising the following members to
coordinate the activities to be undertaken under the MoU as follows:

PEFA Secretariat’s Coordinator............. as Chairman

President ICAN.........ccovvieeceeeimeeeee e as.Member

Vice President ICAN.......... .....cccceeveeeedS Member

PEFA member Secretary. .........cccoeevvevvervennenn, as Member
Executive Director ICAN..........cccocevvrvrvrinnnnn. as Member Secretary

The coordination Committee is responsible for overall coordination of the project
activities to be undertaken under the MoU.

The Coordination Committee will supervise and monitor the progress of part of the
Component-1 (1.2 and 1.3) of the project activities and provide inputs to the
implementation on the project activities.

The Coordination Committee will be responsible for reviewing and providing input
to proposed amendment to the activities under part of the Component-1 (1.2 and 1.3)
of the project activities. No amendment shall take place to the activities prior to discussion
with PEFA Secretariat



10.

11.

12.

13.

14.

15.

16.

17.

(v) The procedural aspect of the Coordination Committee will be prescribed by the PEFA
Secretariat with consultation of ICAN.
Monitoring:
(@) ICAN shall maintain database of its part of component -1 (part of 1.2 and 1.3) of project activities
as agreed with the PEFA Secretariat and shared database with the PEFA Secretariat.
(b) PEFA Secretariat also monitor the progress of component 1 (1.2 and 1.3) of the project and
provide advice on the project progress.
Reporting:
(a) ICAN shall submit physical and financial progress report (financial monitoring report) to PEFA
Secretariat periodically (at least every trimester) within 30 days from the end of each trimester.
(b) ICAN shall submit unaudited financial statements relating to the project within 30 days from the
end of financial year.
(c) ICAN shall have its financial statements audited by the independent Auditor appointed by
ICAN and submit annual audited financial statements to PEFA Secretariat within 6 months
from the end of financial year.
Liability: Neither of the parties shall be responsible financially or in other ways for liabilities
undertaken by the other.
Compliance with the laws: While carrying out of the assignment under this MoU, duly authorized person
and ICAN/PEFA Secretariat shall comply with the appropriate laws. The ICAN/PEFA Secretariat will take
prompt corrective actions with regards to and violation of the law by any of the personnel and
ICAN/PEFA Secretariat when carrying out of their assignments.
Amendment: No amendment shall be made to this MoU unless agreed in writing by both parties, but this
does not limit the decision of the PFM Steering Committee, or GON and recommendations of the PFM-
MDTF management to make any changes in this MoU.
Entry into Force: This MoU shall enter into force when signed by the duly authorized representatives of
both GoN represented by PEFA Secretariat and ICAN. This MoU shall remain in force until the
completion of the implementation of the project dated..........c.ccooevvvieiiiiiiciens or as
agreed between the PEFA Secretariat and ICAN.

Termination of MoU: This MoU shall end with the closing date of project. This date may be revised after
mutual agreement of PEFA Secretariat and ICAN

Settlement of Disputes: If any dispute arises relating to the implementation or interpretation of this MoU,
there shall be mutual consultation between ICAN and PEFA

Secretariat with a view to securing a successful settlement of such disputes and will resolve the disputes
amicably. In case dispute cannot be resolved amicably, the dispute can be lodged to appropriate legal
authority of the country.

Other: Notwithstanding, the provision of this MoU if the financial assistance from the World Bank
and/or project is suspended or terminated, this MoU will be automatically considered null and void from
the date of such suspension or termination. In witness whereof, the under signed acting on behalf of their
parties, have signed this MoU in two originals in the English language.

Procurement:

(@) Procurement of consulting services and non-consulting services will be done in accordance with the
World Bank’s procurement guidelines and GoN’s procurement act and regulation as per applicable.

(b) Services eligible for funding under the terms of this MoU are cost relating to consultancy services,
training, syllabus, books and other non-consulting services. PEFA Secretariat will prepare their
procurement plans in consultation with ICAN that will identify specific services and training to be procured.

(c) Procurement will be guided by the procurement plans prepared and approved on the basis of the grant



18.

19.

20.

agreement, annual action plans and associated budgets.

(d) The procurement unit of ICAN and ICAN’s sub-project implementing unit (PFM cell) will be responsible
for all procurements based on PPs. PEFA Secretariat and Development Partner (WB) will review and
monitor the procurement processes and activities to ensure compliance with the procurement guidelines and
PPA.

Governing Law: The MoU shall be governed by and construed in accordance with the laws of the
Government of Nepal.

Limitation of Liability: No right or limitation of rights shall arise or be assumed between the Parties as a
result of the terms of this MoU.

Funding limitation:
The funding arrangement of this MoU will be limited based on the agreement between the GoN and the
International Development Association (the “World Bank™), acting as administrator of grant funds provided under
the Nepal Public Financial Management
Multi-Donor Trust Fund (PFM-MDTF), as may be amended from time to time to finance
Integrated Public Financial Management Reform Project. In accordance with Section 3.02 of
the World Bank’s standards conditions for grant made by the World Bank out of various funds
dated June 18, 2018 (“Standard Conditions”), the GoN may withdraw the grant proceeds
subject to the availability of such funds from PFM-MDTF.

21.  Duration: This MOU shall become effective from July 17, 2018 and will remain in effect
until modified or terminated by mutual consent and shall end with the IPFMRP project
period.



1. Support adoption of NFRS in SOEs as well as other private sector entities (public limited
and multinational companies) within fixed time frame;

11 Update/revision of NFRS in line with IFRS.

1.2 Assisting/Mapping of SOEs/others for application of NFRS including training;

1.3 Preparation of NFRS manual with training materials.

1.4 Prepare software/tools/guides for application of NFRS

15 Advocacy to create conducive environment to engage/recruit Chartered Accountants in
Federal/provincial/local level government

16 Develop, Print, training on Guidelines for Integrated/Financial Reporting

17 Monitoring and follow up on NFRS applications

) Prepare and implement an action plan to strengthen the capacity of ICAN, ASB, AUSB and
other key regulating entities working on PFM areas.

2.1 Quality Assurance Board Operation

2.2 Preparation/review of Quality Assurance Review Manual

23 Training on Quality Assurance Review and Implementation

2.4 Syllabus Review of CA Education and Study Material Development

25 Development and Installation of e-Learning Management System

2.6 Enhancement of IT Environment of ICAN for monitoring and regulations (Networking etc.)

2.7 Capacity Development of ICAN Staff

2.8 Monitoring and evaluation of professional practice of ICAN members

3. Support on designing the academic curriculum of Universities relating to public and private
sector accounting and reporting system.

3.1 Coordination Workshop with Education Ministry, HSEB and Universities

3.2 Develop education modules on NFRS, NFRS for SMEs, NPSAS and NS A for Higher Secondary
School/National Examination Board and University Education

33 Capacity Development of the Faculties of HS level and University level on NFRS, NFRS for
SMEs, NPSAS and NSA

4. Support for PFM training and qualifications

4.1 Prepare and implement PFM qualifications to fill the gap of PFM skills and manpower

4.2 Capacity development, provide training on PFM (based on MoU with CIPFA) both members and

public sector employees

Annex 1
Scope and Expected Output of the MoU







