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I. Introduction 

 
1. Integrating governance risk assessments more systematically into the operational work 
of Asian Development Bank (ADB) is important to address identified risks and ultimately to 
enhance development effectiveness. The second Governance and Anticorruption Action Plan  
(GACAP II) aims to improve ADB’s performance in implementing governance and anticorruption 
policies in sectors where ADB is active. GACAP II requires the preparation of governance risk 
assessment and management plans as an integral part of country partnership strategies, and 
programs/projects. These plans focus on specific thematic issues—public financial management 
(PFM), procurement and anti-corruption—at the country level, in priority sectors where ADB is 
active, and for programs/projects.  

 
2. This document identifies the main governance-related risks in accordance with GACAP 
II for the proposed School Sector Program (SSP, or the Program) in Nepal.1 It includes a risk 
mitigation plan which also details the degree of severity before and after the proposed mitigating 
measures have been employed.  
 

II. Context  

 
3. The School Sector Reform Program (SSRP) is the final program in the 15 year 
Education for All–National Program of Action (EFA-NPA). The Government of Nepal (GON) has 
prioritized investment in the education sector by focusing on the education sector since the early 
1990’s through a series of national programs such as the Basic Primary Education Projects 
(BPEP I, 1992 –1998 and BPEP II, 1999–2004), Secondary Education Support Program (SESP, 
2003–2009), and Education For All Program (EFA, 2004–2009). The SSRP (FY2010–FY2016) 
completes this series. The SSRP is seen as a program that consolidates the gains achieved 
under previous programs while simultaneously expanding the program coverage in a phased 
manner to include all levels of school education.  

 
4. The Asian Development Bank (ADB) launched the Education Sector Program (ESP) in 
2006 to support the preparation and implementation of the SSRP. The ESP adopted a program 
cluster approach to phase ADB assistance. Three programs were envisioned in accordance 
with the time frame and progress of SSRP from 2007 onward:  

(i) The ESP I (approved in December 2006) supported the EFA program for basic 
primary education (grades 1-5) with a program loan for $30 million. A capacity 
development grant of $2 million complemented the ESP I to develop the 
government’s capacity in policy analysis, formulation, and coordination. It also 
supported the preparation of the SSRP core document.  

(ii) ESP II (approved in January 2008) supported the preparation and transition to 
SSRP from 2008 to 2011.  

(iii) ESP  III  (approved  in  September  2009)  supported  the  government  in  the  
implementation of SSRP from 2009 onwards (covering the period 2010–2012), 
during which the focus has been on the implementation of basic education 
restructuring, while model building activities are to be initiated for secondary 
education, technical education, and vocational training. 

 

                                                           
1
  This assessment draws heavily on: (i) the Governance Risk Assessment prepared as part of the CPS (2010–2012), 

a fiduciary risk assessment carried out by an independent consultant for the processing of SSP, and (iii) the 
documents prepared by the SSP team. 
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5. The SSP is a follow-on to the ongoing ESP III, continuing the sector-wide approach (SWAp) 
modality to support the government’s SSRP. SSRP was jointly appraised by ADB and eight 
other development partners2 in 2009, covering 5 years up to FY2014. The SSP will support the 
SSRP during FY2012–FY2014) continuing the design and monitoring framework of ESP III. It 
will focus on equitable access to quality education, enhanced student learning, safer schools, 
enhanced teacher management and development, and management of governance risks in the 
education sector. The Program will contribute to Nepal’s long-term development through an 
equitable, efficient, and relevant education system. 
 

III. Program Design Status  

 
6. The total estimated cost for the SSRP for FY2012–2014 is $2,747.1 million, which 
includes all recurrent and investment costs. Of this amount, the government will finance 
$2,100.5 million (76.5%) and the development partners (DPs), including ADB, $331.4 million 
(12.1%). Of this amount, the ADB is to contribute $65 million from the Asian Development Fund 
through the proposed program (SSP), whereas $41.3 million has been already provided through 
ESP III for FY2012.  

 
7. The impact of the SSRP will be enhanced educational attainment and livelihood, 
particularly for girls and disadvantaged groups. The outcome will be increased access to and 
improved quality of school education, particularly basic education, and especially for girls and 
children from disadvantaged groups.  

 
8. The executing agency will be the Ministry of Education (MOE) and the implementing 
agency the Department of Education (DOE). The Program will follow the program management 
arrangements specified in the Joint Financing Arrangement (JFA) for SSRP. The JFA details the 
SSRP goals, the responsibilities of the government and the DPs, the funding mechanism, and 
fiduciary requirements that include procurement, reporting, monitoring and auditing, and other 
administrative requirements. The JFA DPs meet regularly to review the financial and operational 
status and progress of the SSRP, and to commit and disburse funds. The special features of the 
SSRP JFA are: (i) enhanced M&E function with regular evaluations; (ii) biannual fiduciary review 
of the SSRP, covering financial management and procurement, conducted by the World Bank 
on behalf of the pooling DPs; (iii) biannual performance audit by the Office of the Auditor 
General; and (iv) inclusion of a Governance and Accountability Action Plan (GAAP).  

 
9. During the first 2 years of SSRP, the government has demonstrated a readiness to 
vigorously address financial irregularities. Meanwhile, there is a need to implement a robust 
action plan to strengthen the financial management capacity especially at the lower levels of the 
system. ADB is providing technical assistance to strengthen financial management and 
reporting capacity of the DOE, the district education offices (DEOs), the 5 regional education 
directorates (REDs), and schools.  
 
 

IV. Risk Assessment at the Country (Macro) Level  

 
10. ADB has carried out a comprehensive governance risk assessment at the country level, 
in line with the requirements of ADB's GACAP II in 2009. Risks were identified with regard to 

                                                           
2

 The pooling partners include Australia, Denmark, United Kingdom, European Commission, Finland, Norway, 

UNICEF and the World Bank including funds from the Fast Track Initiative. In addition, a number of non-pooling 
agencies support the SSRP. 
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public financial management (PFM), public procurement, and corruption. Although it has been 
almost two years since this report was completed, the relevance of the key risks indentified is 
supported by newer reports from other DPs. Nonetheless, the key findings have been 
reexamined and updated wherever more recent evidence is available.  

 
11. Nepal’s performance in PFM suggests the system is generally well designed but 
unevenly implemented. The budget is viewed as a credible policy tool with clear links to policies 
in priority sectors. The government has a solid control over outturns at the aggregate level and 
has a reasonable control framework at the transaction level. However, there are gaps in the 
control framework, constraints on implementation, and large fiscal activities outside the scope of 
the central government budget.  

 
12. Nepal has witnessed some improvements in its public procurement system in the last 
few years. The enactment of the 2007 Procurement Act is bringing significant institutional and 
regulatory improvements in each of the main areas of the baseline indicators. However, the 
procurement system is in transition and further reform efforts are needed to achieve a better 
standard in public procurement.  

 
13. Corruption in Nepal is generally viewed as being widespread and deeply embedded into 
the institutional structures. Successive governments in recent years have taken a number of 
steps to combat corruption, including preparing the Anticorruption Strategy and Action Plan 
(2009), and more recently announcing a 4-year anticorruption strategy that is to be 
mainstreamed and institutionalized across all the sectors and levels.  
 
A. Public Financial Management  

 

14. On PFM, ADB's assessment and other studies have shown that at the country level the 
overall fiduciary risk remains high and the trajectory of change is flat. Some broad mitigation 
measures that will need to be in place to lower fiduciary risk include: (i) engaging the political 
leadership to recommit to the Medium-Term Expenditure Framework (MTEF) at central and sub-
national levels; (ii) ensure timely approval of the budget; (iii) improving reconciliation of banking 
and fiscal records; (iv) incentivizing, and strengthening, the capability of government 
departments to adhere to PFM standards; (v) improving budget execution particularly for the 
capital budget; (vi) enhancing the transparency of the budget and of expenditures; (vii) timely 
publication of reports of the Office of the Auditor General (OAG), reporting on systemic issues, 
and actions on audit findings; (viii) bringing off-budget public expenditures on budget.  

 
15. In response to the identified risks, the government unveiled a PFM Strategy and Public 
Financial Management Reform Program (PFMRP) in 2009. The PFMRP identifies particular 
reform components highlighted by the PEFA Assessment which itself was carried out in 2007. In 
the document, the government acknowledges that PFMRP is a gradual and long-term process 
that requires strong political will and commitment.  
 
16. The World Bank managed PFM Multi Donor Trust Fund (MDTF)3 has come into being to   
support the government implement the PFMRP. The MDTF targets the key weaknesses 

                                                           
3
  United Kingdom (DFID) is the major contributor to the trust fund with Norway, Denmark and Australia (tentative) 

also providing funds. 
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identified by the PEFA assessment and intends to ultimately reduce fiduciary risk.4  
 
 
B. Public Procurement  

 

17. Although improvements have been made to the public procurement system in the last 
few years, procurement is widely considered to be vulnerable to fraud and corruption. Three 
noteworthy risks have been identified at the country level: (i) increasing instances of collusion, 
formation of cartels, and intimidation; (ii) the low capacity of government agencies, in particular 
at the local level; and (iii) the misuse of specific provisions in the Public Procurement Act (2007), 
particularly those related to reliance on user groups for procurement. Assessments by 
development partners have shown that the following mitigating measures may be effective in 
addressing the risks: (i) preventing interference of submission by establishing e-procurement 
system; (ii) analyzing the regulatory, institutional, and technical capacity to develop and 
implement e-tendering; (iii) developing, and fully supporting, a comprehensive capacity building 
plan for the Public Procurement Monitoring Office (PPMO); (iv) engaging stakeholders such as 
the domestic construction industry more aggressively; and (v) strengthening the capacity of 
local bodies to engage with, and monitor the work of, community user groups, since they are 
often relied upon to undertake procurement.  

 
18. A number of reform initiatives are currently underway, the most significant being the 
Public Procurement Strategy Framework unveiled by the PPMO in July 2010. The leadership 
shown by the PPMO in owning the strategy is of note and this signals its intent to tackle 
procurement related governance risks. The strategy document includes a detailed time-bound 
action plan and an accompanying results framework. ADB as well as other DPs have welcomed 
the PPMO’s initiative and have committed to provide support to implement relevant portions of 
the action plan. Another key reform underway is the amendment of the Public Procurement 
Regulations (2007) one aspect of which deals with development of a framework agreement to 
streamline procurement of standard works, goods, and services (such as ticketing, stationery, 
computing equipment, etc.).  
 
C. Corruption  

 
19. Risks and vulnerabilities with regard to corruption at the country level include: (i) lack of 
opportunities for citizen participation, including weak whistle-blowing provisions; (ii) low capacity 
of, and a heavy workload at, anticorruption institutions; (iii) lack or absence of punitive action 
taken against perpetrators; (iv) unclear and overlapping institutional mandates at the central 
level; and (v) political interference in public administration. The following mitigating measures 
have been recommended:  

(i) developing, and fully supporting, a comprehensive capacity building plan for all 
anticorruption agencies, including at district level;   

(ii) providing greater opportunities for citizen participation, including through greater 
transparency in the budgetary process;  

(iii) emphasizing an anticorruption policy that focuses as much on preventive as 
punitive measures;  

(iv) strengthening the judicial system and its independence;  

                                                           
4
  The proposed objective of the trust fund is to improve expenditure control and enhance government accountability 

and transparency. The three main components of the trust fund are: (i) Implementation of Treasury Single Account 
(TSA) System, (ii) Strengthening accounting and reporting practices, and (iii) Supporting the Capacity Building of 
the PEFA Secretariat. 
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(v) supporting administrative and civil service reforms for greater transparency and 
accountability; and  

(vi) providing adequate resources across ADB-financed activities to ensure that 
PFM, procurement, and anticorruption issues are properly addressed. The 
Government has acknowledged existing risks and vulnerabilities and has taken 
some important steps to address them, with support from its main DPs.  

 
20. The Anticorruption Strategy and Action Plan (2009) is an important step forward and it 
could potentially help address some of the major risks discussed above. In addition, ADB in 
2010 supported the Office of the Prime Minister and Council of Ministers (OPMCM) through one 
of its Anticorruption Regional Technical Assistance Funds (RETA 7277) to prepare a ministry-
wide anticorruption action plan to complement the Anticorruption Strategy and Action Plan in 
2010. The ministry-wide action plan includes tentative budget requirements to implement the 
various actions.  
 

V. Risk Assessment at the Sector/Program level5  
 
A. Public Financial Management  

 
21. Risks in PFM in the education sector have been determined to largely emanate from four 
areas as detailed below.  
 

(i) Budgetary Control Processes – Predictability in budget execution continues to 
be uncertain and this remains a key risk area. The significant delays in national 
budget preparation and approval in the last 3 years has weakened the credibility 
of the budget. Analysis of the trimester-wise budget outturn for SSRP shows that 
expenditure is much higher towards the last trimester. Releasing a significant 
share of the budget towards the end of the fiscal year leads to low quality 
infrastructure work and possible misuse of funds. The lack of strong budgetary 
control also enables vulnerabilities in the system to manifest themselves. One of 
them that plagues the relevant sectoral ministry is the lack of readily available 
information on budgetary items, teacher details (including on employment history 
and performance), fund disbursements,6 etc.  

(ii) Accounting and Financial Reporting – There has been no noticeable 
improvement in accounting and financial reporting systems both at DOE and 
implementation levels and it continues to be a key risk area. Computerization of 
accounting at DOE has not been done and there is lack of adequate book-
keeping. Similarly, the draft of school accounting guidelines has not yet been 
finalized and implemented and training to headmaster or other staff on financial 
management has not been provided.  
a. Considerable delays are also observed in preparation and submission of 

financial reports (JFA requires submission of each trimester report within 
45 days of end of trimester). Financial record keeping at DOE and DEO 
has been poor and inadequate. 

b. Program ledger, grant ledger, and donor-wise accounts are not 
maintained at DOE (they have just started maintaining the same after the 

                                                           
5
   As SSRP encompasses the entire school sector, there is significant overlap between risks evident in the sector 

and the proposed program. In addition, the assessment has not sought to document a comprehensive list of all 
possible risks to the Program. Rather, it has highlighted a small number of risks that are considered of critical 
importance to this particular program being developed by ADB. 

6
   Annex 1 describes the fund flow process that currently exists in the sector. 
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World Bank review of financial record keeping system during June 2011). 
DOE does not obtain and consolidate financial reports from DEOs. 

c. Review of school audit reports and field inspection of few schools during 
the review showed that school account keeping has been very poor, 
especially in the case of primary schools. Even in cases where accounts 
are being maintained, these are not capable of generating financial 
reports sufficient to disclose source and purpose-wise expenses, record 
for non-expendable inventories, etc., owing to non-availability of separate 
staff or training to maintain the financial records. 

(iii) Internal Control and Internal Auditing – OAG reports highlight several areas 
where established systems have not been followed at DEO level thereby several 
instances of non-compliance with rules and regulations and standard procedures 
have been noted:  
a. The internal audit function carried out by the DTCO staff is limited to 

transactions verification for the amount disbursed from government 
treasury and does not include system verification. Audits also do not 
cover spending units, i.e., schools.   

b. As per FCGO rules, internal audit is to be carried out on bi-annual basis 
but due to lack of sufficient manpower and trained staff, internal auditing 
is now being carried out only on a trimester basis. However, it has been 
noted that no internal audit has been carried out for two trimesters (e.g., 
in the Parsa DEO). There is also no system of reviewing the internal audit 
reports either at DOE/RED level or at the FCGO level, only the annual 
internal audit report consolidating the issues left to be resolved is 
submitted to FCGO by DTCO.   

c. The internal control system has been universally observed to be very 
weak in DEOs.   

d. There is a concern over the independence of the resource person as the 
same is usually appointed by the resource center’s headmaster and s/he 
is accountable to the headmaster while at the same time being 
responsible for checking implementation of directives of the DEO.   

e. Due to large number of schools (e.g., more than 100 in the Kaski DEO) 
under one School Inspector and wide dispersal of schools, it appears that 
School Inspectors are not able to discharge their supervisory and 
monitoring functions very effectively.   

f. The School Management Committee is not being formed or functional in 
many schools due to political interference. Thus, decisions on spending of 
school conditional and block grants are being made on an ad hoc basis 
and/or at the discretion of the headmaster.   

g. Social audits have been considered an important tool in checking 
fiduciary risk and quality of service delivery. However, its conduct and 
reporting system has not been reviewed or monitored by DEOs on a 
regular basis, and hence its effectiveness has been put into question.   

h. Monitoring of the DEOs by REDs, and of the schools by DEOs, has not 
been systematic. Very low priority appears to be accorded to regular and 
timely monitoring by formulating an early monitoring plan. Monitoring 
visits are being carried out on a reactive basis (i.e., based on complaints 
received and availability of budget).  

(iv) External Auditing – External auditing continues to remain a key risk area 
although there  have  recently  been  some  improvements  in  terms  of  reducing  
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delays  while submitting OAG’s report to the parliament. The OAG’s audit covers 
disbursement up to the  DEO  level  and  does  not  cover  expenditures  at  the  
school  level  and  physical verification of school level projects during the 
financial audits (with some infrequent exceptions). OAG covered 8 districts in 
FY2010 for Performance Audit and its report highlighted various weaknesses in 
school management and quality of the education delivery system, including 
distribution and use of conditional grants. Concerns have been raised on the 
consistency of the audit reports issued by the OAG for different DEOs and the 
matters objected to.  OAG’s reports have traditionally focused on transactional 
issues and there is a need to introduce contemporary auditing practices and risk-
based auditing in the system. 

(v) Procurement planning: There is a system of preparing procurement plans only 
at the central level and no procurement plan is prepared at the implementation 
level. The bulk of procurement (construction and text books) is made at school 
level. The procurement plan preparation for FY2011 was finalized only in 
December 2010, and the mechanism to monitor its progress and compliance has 
not yet been effective. The procurement progress report for FY2011 is yet to be 
produced.  

(vi) Competitiveness and transparency: Direct purchasing according to the 
estimates provided by the offices themselves have been done in many instances 
without competitive tendering.  

(vii) Adherence to procurement guidelines: Lack of clear procedural guidelines for 
the works to be carried out through user groups has made it difficult to assess 
the quality of work undertaken by the groups.  

(viii) Work-completion certificate: In most of the cases of physical infrastructure 
support, DEOs have not obtained work completion certificate of class room 
construction support provided to schools, making it difficult to ensure proper 
utilization of funds provided.  

(ix) Staff capacity: There has been inadequate attention given to providing training 
to staff members, e.g., on the new procurement act and regulations.  

 
B. Corruption  

 
24. Recently, several cases of irregularities and possible misuse of funds in the education 
sector have been reported in the press and in the Auditor General’s report of FY2009 and 
FY2010. Most of these reported cases involve scholarship distribution, purchase of textbooks, 
recruitment of temporary teachers, and procurement related to school building construction. In 
the current fiscal year there have been reports of inflation in the number of students to get a 
bigger size per capita funding to the school and the existence of ghost teachers and ghost 
schools.  
 
25. The government has been conducting investigations for the reported cases and has 
released reports, such as, the Rahat quota investigation (2010); the EFA audit report of 
FY2009; the Rautahat, Dhanusha, and Mahottari investigation report commissioned by MOE; 
and reports from the Public Accounts Committee and the Commission for Investigation of the 
Abuse of Authority (CIAA). All these reports point out the possible financial irregularities and 
non-compliance with the existing regulations and procedures of the MOE and/or the 
Government of Nepal.  
 
26. Based on the findings of various reports the key corruption related risks are as follows:   
(i) misuse of funds for non-budgeted activities and absent or delayed action on settlement of 
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funds misused; and (ii) non-compliance with set rules and regulations due to inadequate 
monitoring and oversight.  
 
 
 

VI. Summary Risk Matrix7 
 

PFM Procurement Corruption 

Poor record keeping 
accounting, reporting, audits 

Weak institutional capacity in procurement and 
lack of understanding of the Public 

Procurement Act and Regulations 

Misuse of funds for non-
budgeted activities 

Limited capacity in financial 
management in sector 
agencies  

Weaknesses in procurement controls that 

threaten transparency or effectiveness 

Absent or delayed action 
on misuse  
 

Budget not spent for intended 

purposes due to delayed 
approval and release. 

Insufficient oversight and monitoring of 

performance of contractors, suppliers by 
district level institutions. 

Lack of monitoring and 

oversight function 

Risk of excess release of funds 
earmarked for  teachers’ salary, 

PCF,   etc   owing   to   weak 
monitoring and record keeping 

for basis of release 

 Non-compliances with set 
rules and laws 

Delayed compilation and 

preparation of FMR. 

 Submission of false data 

and/or information by 
schools 

Lack of coordination and 
networking with relevant 

agencies and district level 
implementation units 

  

Illegal use of unspent budget.   
Other Risks 

High turnover of senior staff at 
central as well district level. 

  

Lack of effective accounting 
and auditing norms at school 

level. 

  

Lack of stakeholder oversight 

(involvement of SMC) in FM 
and auditing 

  

Slow progress on GAAP   

 
 
 
 
 
 
 
 
 
 
 
 
                                                           
7
 Only the risks identified at the sector/Program level and for which mitigation measures are designed are presented. 
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VII. Risk Severity Matrix8  
 

The figure below provides an indication of the four types of risks based on severity. 
 

Impact (I) 
  5 4 3 2 1 

Very High High Moderate Low Very Low 
5 Very Likely Type I 

Weaknesses in 
procurement 
controls that 
threaten 
transparency or 
effectiveness. 

Weak institutional 
capacity in procurement 
and lack of 
understanding of the 
Public Procurement Act 
and Regulations 

Type II 
Lack of coordination 
and networking with 
relevant agencies 
and district level 
implementation units. 

 Type III 

4 Likely Misuse of funds 
for 
non-budgeted 
activities 
Lack of monitoring 
and oversight 
function 

Budget not spent for 
intended purposes due to 
delayed approval and 
release. 
Limited capacity in 
financial management in 
sector agencies 
Poor record keeping, 
accounting, reporting, 
audits Non-compliances 
with set rules and laws 

Risk of excess 
release of funds 
earmarked for 
teachers’ salary, 
PCF, etc owing to weak 
monitoring and 
record keeping for 
basis of release 
Absent or delayed 
action on misuse 

  

3 Moderately 
likely 

 Delayed compilation and 
preparation of FMR. 
Lack of effective 
accounting and auditing 
norms at school level. 
Insufficient oversight 
and monitoring of 
performance of 
contractors, suppliers by 
district level institutions. 

Illegal use of 
unspent budget 
High turnover of 
senior staff at central 
as well district level. 
Lack of stakeholder 
oversight 
(involvement of 
SMC) in FM and 
auditing 

Slow 
progress 
on GAAP 
Submission 
of false 
data and/or 
information 
by schools 

Type IV 

2 Unlikely      
1 Rare      

 
 
 
 
 
 
 

                                                           
8
  The calculation of risk severity is given by: RS=I*L (where RS is risk severity, I is impact and L is 

likelihood). The severity ratings–based on heuristic measures and evidence from previous studies–are 
defined and treated in the following way: Type I risks require urgent attention and need to be 
mitigated/addressed prior to any assistance being rendered in the sector concerned; Type II risks, 
although less urgent, still require attention (assistance could still go ahead in the presence of these risks 
but they need to be mitigated eventually); Type III risks should be regularly reviewed to ensure that they 
do not develop and become more serious; and Type IV risks are generally left to be managed by routine 
project controls, including built-in processes by the agencies eventually to be in charge of the use of the 
funds 
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VIII. Risk Mitigation Plan9  
 

Major Risks Assessment Actions Assessment 
 Without  With 
 Mitigation  Mitigation 
    

Public Financial Management   
    

1. Poor record keeping, Medium to Support DOE in its effort to manage the program Medium to low 
accounting, reporting, audits. high by  establishing  a  financial  management  and  

  reporting (FM&R) team and arrange for a FM  
  Expert.  

  MOE/DOE  shall  work  on  adding  module  of  
  financial management training to headmaster or  
  a staff in its regular training packages and target  
  to train maximum number of headmaster/staff in  
  financial management.  

  FM Expert reviews audit reports (OAG as well  
  as School Audit) and prepare Follow-up Action  
  Plan   and   assist   ―Audit   Query   Settlement  
  Section    at   DOE   for   its   resolution   and  

  implementation of audit recommendations.  

2. Limited capacity in Medium to Engage ICAN to review school auditing reports Medium to low 
financial management in High and auditing and accounting system and provide  
sector agencies.  audit training.  

  Obtain necessary commitment from FCGO for  
  placing experienced and trained accountants at  
  the field and enhance internal audit functions by  
  continuously  reviewing  reports  submitted  by  
  DTCOs  and  coverage  of  the  audit  to  include  
  control functions also.  

  Prepare monitoring plan for RED and DOE and  
  budget  additional  fund  for  monitoring  and  
  supervision tasks.  

3. Budget not spent for Medium to Continue dialogue with MOF/FCGO for release Medium 
intended purposes due to High of budget on time and release of 1/3

rd
  of the  

delayed approval and  program budget, even if budget is not passed on  

release.  time.  

  Coordinate  with  the  World  Bank  for  timely  
  implementation of ―Strengthening the Treasury  
  System, Financial Reporting and PFM Capacity  
  Building Project  of the WB.  

  Agree  on  a  system  with  the  FCGO  not  to  
  release budget for capital expenses during the  
  last  month  of  the  fiscal  year  or  without  work  
  completion certificate/ social audit report.  

4. Risk of excess release of Medium to DEO to carry out monitoring visits to verify data Medium to low 
funds earmarked for high submitted  by  School  on  a  sample  basis  and  
teachers’ salary, PCF, etc  ensure release of budget based on factual data.  

owing to weak monitoring  DEO  to  implement  newly  introduced  head  
and record keeping for basis  master performance evaluation system that link  
of release  intake and achievement data for promotion.  

  Develop and implement a policy of penalizing  
  the school submitting false data and information.  

5. Delayed compilation and Medium to A  computerized  FM  system  at  DOE  in  place Low 
preparation of FMR. high within 6 months.  

                                                           
9
  The following risk mitigation plan was developed during the program design stage in response to the identified risks. The 

Program team will be required to monitor, report on the progress and update the plan on an annual basis. 
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Major Risks Assessment Actions Assessment 

  Without  With 
  Mitigation  Mitigation 
    

6. Lack of coordination and Medium Networking is established with FCGO, and MOE Low 
networking with relevant  within  12  months  and  plan  to  connect  DEOs  
agencies and district level  within 2 years.  
implementation units.  Financial statements of SSRP compiled through  

   the  FMIS  system, FM Expert  to assist in  the  
   process.  

7. Illegal use of unspent Medium RED to monitor spending pattern of the budget Low 
budget.   by DEOs and instruct returning of the unspent  

   budget to DTCO account within a week before  
   end of fiscal year.  
   DEO  to  effectively  utilize  social  accountability  
   mechanisms (public, social audit, citizen charter)  
   by ensuring formation of SMC in all schools and  
   empowering and involving them in school’s FM,  
   even by amending existing policies.  

8. Timely availability of 
counterpart funding and 
government budget allocation 
of new position. 

Medium TDSU will ensure the annual workplan process 
begins early enough to identify all counterpart 
funding and budget allocation requirements for 
the project allowing the Ministry of Education to 
execute necessary budget release on time. 

Low 

9. Weak capacity of financial 
management (planning, 
budgeting, accounting, and 
reporting) 

Medium TSDU and PIU will include adequate level of 
human resources for technical and financial 
management, and ensure their orientation and 
training in government and ADB rules, 
procedures, and reporting requirements. 
 
A financial management specialist will be 
engaged to conduct a fiduciary review of the 
project’s financial management activities. 
 
Detailed statement of audit needs will be provided 
to the Office of Auditor General to ensure that 
audited financial statements comply with 
international best practices in financial reporting 
(cash basis International Public Sector 
Accounting Standards) and auditing (the 
International Organization of Supreme Audit 
Institutions). 

Low 

Procurement    

1. Weak institutional High DOE and DEO staff to be trained in procurement Medium 
capacity in procurement and  related issues, at least once a year.  
lack of understanding of the    
Public Procurement Act and    
Regulations    

2. Weaknesses in High Yearly procurement plan to be prepared in line Medium 
procurement controls that  with AWPB at DEO level also and made part of  
threaten transparency or  program  implementation  guidelines.  DEOs  to  
effectiveness.  submit their progress on procurement together  

   with trimester report to DOE.  
   Progress on procurement reviewed by financial  
   management team at DOE on trimester basis,  
   including that of DEOs.  

3. Insufficient oversight and Medium to RED  to  monitor  progresses  of  procurement Medium to low 
monitoring of performance of high made by the schools and performance of the  
contractors, suppliers by  contractors on sample basis.  
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district level institutions.  Terms of audit engagement with OAG to include  
   physical verification of infrastructure projects at  
   School on sample basis.  
   A policy level decision to be taken to formulate a  
   performance based budget release system for  
   infrastructure support.  

     

4. Limited procurement 
expertise within the executing 
and implementing agencies 

Medium TSDU and PIU staff will be trained in procurement 
processes, and external expertise will be hired to 
support TSDU and PIU. 

Low 

5. Lack of compliance with 
existing procurement 
regulations and procedures 

Medium ADB procurement and consulting services guidelines 
will be used, with an adequate level of prior review 
requirement. A procurement specialist (consultant) will 
conduct periodic review of procurement actions to 
ensure corrective actions. 

Low 

6. Absorption capacity of the 
private training providers is 
limited as the majority of them 
are small and inexperienced in 
working as joint venture 

High International training providers will be allowed to 
participate in the bidding for knowledge transfer and 
capacity building of local providers. Training providers 
can form a joint venture to bid for a large contract. 
Request for proposal and contract will require a clear 
delineation of responsibilities among joint venture 
partners and adherence to such delineation. 

Medium 

Corruption    

1. Misuse of funds for non- High DEO to publish (on its website and on its and Medium 
budgeted activities.  DDC notice boards), program budget  released  

   to various schools with their address, names of  
   SMC   chair   and   head   master   and   other  
   education related data on a trimester basis.  
   FM&R  team  to  verify  the  data  submitted  by  
   schools for accuracy on a sample basis with the  
   help of RED.  
   Strengthen social audit system  

2. Result-based payments with 
performance incentives may 
lead to fraudulent reporting by 
private training providers on 
trainees and employment status 

     High Independent monitoring of training and employment 
verification will be conducted by the regional monitoring 
team as well as an outsourced entity. 

Medium 

3. Beneficiary selection for 
training or scholarship 
opportunities may be not 
transparent and unfair missing 
out gender and social inclusion 
targets 

Medium Social marketing and mobilization by nongovernment 
organizations will be conducted nationally and locally, 
and information on selection criteria for opportunities 
will widely disseminated to target beneficiaries. A 
grievance mechanism will be developed and 
information on it will be included in every contract and 
project-related announcement for the public. 

Low 

4. Irregularities in procurement 
process and contract 
management 

Medium Monitoring of procurement process and  contract 
management will be maintained by the implementing 
agency’s internal audit section. An annual fiduciary 
review informed by a quarterly review (spot checks) will 
be conducted during ADB review missions. Any 
irregularities will be reported to executing and 
implementing agency management for investigation, 
and ADB will be informed of the progress. 

Low 
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 Major Risks Assessment Actions Assessment 

    Without   With 
    Mitigation  Mitigation 

            

 2. Absent or delayed action  High In liaison with MOE, DOE make public report on Medium 
 on misuse    investigation through website, within a month of     
       information  on  misuse  received  through  any     
       means, including news in the media.     
       Take   immediate   legal   action   against   the     
       accused and share report with DPs on the cases     
       being  investigated  and  action  taken  thereof,     
       within 7 days.     

 3. Lack of monitoring and High FM  Expert  to  review  FMRs  received  from Medium 
 oversight function    implementation level.     
       DP to agree with DOE to carry out post review     
       of expenditures incurred for SSRP.     

 4. Non-compliance with set High Support  DOE  in  carrying  out  evaluation  of High to 
 rules laws    control systems and their functioning, especially medium 
       in the areas of Resource Persons jobs, SMCs     
       involvement  in  school  operation  and  roles  of     
       School Inspectors.     

 5. Submission of false data Medium- DOE  to  carry  out  post  review  of  program Medium-Low 
 and/or information by High expenditures     
 schools         

  d)  Other Risks         

 1. High turnover of senior  High MOE  to  work  with  MOGA  and  FCGO  and Medium 
 staff at central as well as    ensure high level staff turnover (DG, FC, DEO     
 district level.    and accountant) is kept to a minimum     

 2. Lack of effective  High Develop   simplified   accounting   systems   at Medium 
 accounting and auditing    School with the engagement of ICAN/ASB.     
 norms at school level.    Engage  ICAN  to  review  school  audit  reports     
       (financial as well as social) and provide training     
       to auditors.     

 3. Lack of stakeholder Medium Build awareness on the critical role of SMC in Medium to 
 oversight (involvement of    holding the school administration accountable Low 
 SMC) in FM and auditing    Conduct simple trainings to build SMC members     
       capacity  in  analyzing  financial  records,  and     
       determining quality of construction work     

 4. Slow progress on GAAP High DOE to review progress on GAAP through FM Medium to 
 and Audit Issues.    Expert with key indicators and report the same Low 
       on a trimester basis.     
       DOE to prepare action plan and progress status     
       on  action  taken  against  the  identified  audit     
       queries  and  preventive  measures  to  reduce     
       reoccurrence.     
  OVERALL   High    Medium    

ASB = Accounting Standards Board; AWPB = Annual Work Plan and Budget; CIAA = Commission for Investigation of 
Abuse of Authority; DEO = District Education Office; DOE = Department of Education; DPs = Development Partners;  
DTCO = District Treasury Comptroller’s Office; FCGO = Financial Comptroller General’s Office; FMIS = Financial  
Management Information System; FMRs = Financial Monitoring Reports; GAAP = Governance and Accountability Action 
Plan; ICAN = Institute of Chartered Accountants Nepal; MOE = Ministry of Education; MOGA = Ministry of General 
Administration; OAG = The Office of the Auditor General; PFM = Public Financial Management; FM&R = Program 
Management and Reporting Team; RAs = Registered Auditors; RED = Regional Education Directorate; SMC = School 
Management Committee; WB = World Bank.  
Source: ADB analysis, and Department of Education. 



14 

 

 




