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Preface

The Ministry of Health (MoH) has taken several steps during the preparation and finalisation of this
Financial Management Improvement Plan (FMIP) - for NHSSP 2016-2021. We have realised the
importance of strengthening financial management practices across the MoH which will help achieve
the targets outlined in the various policies and strategies. This FMIP intends to strengthen the
MoH's current practices on financial planning, accounting procedures, internal control system,
financial reporting, monitoring and auditing. It further intends to enhance the capacity of human
resources working in planning and financial management sections across the health systems.

MoH with the support from EDPs and technical support agencies has made impressive gains in PFM
reform. During NHSP-2, MoH has formulated the PFM committee, designed and rolled out the
TABUCS, internal control guidelines developed & rolled out, audit clearance guidelines developed &
rolled out, procurement improvement plan (pip) developed, simplified on financial monitoring
reports (FMRs) reduced the templates from 33 to 8, performance based contracting introduced in 7
hospitals and able to reduce audit queries against audited amount from 9.44% in FY 2014/15 to
13.8% in FY 2012/13. In order to strengthen the current good practices and implement new
initiatives MoH has taken lead role to update the Financial Management Improvement Plan (FMIP).
MoH considers this document as a live document. Based on the annual report of the OAG’s, reviews
related to financial management and the various consultations with partners and experts MoH has
decided to bring the Second revision of FMIP.

MoH appreciates the inputs from our valued partners i.e. The World Bank, DFID, USAID, KfW and
PFMA in preparing and finalising this important document. MoH also thankful to the technical inputs
from NHSSP for translating the.relevant evidences into this plan. We also value the inputs from
departments, centres, divisions, séction under the MoH and the participants of the workshop.

Dr. Senendra Raj Uprety
Secretary
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1. Background

Well performing PFM processes ensure that scarce financial resources are being used efficiently and
effectively which are in line with government policies and strategies. Financial management refers to
the capacity to plan in accordance with national policy and fiscal framework, to prepare
budgets and ensure their timely release, to ensure transparent and timely accounting for
spending, and to provide follow up financial auditing of expenditure, including assessment of
value for money. There is wide agreement that effective institutions and systems of financial
management have a critical role to play in supporting implementation of policies of national
development and poverty reduction. During NHSP-1 and the period of NHSP-2, activities were
implemented to strengthen the financial management system and thereby improve
performance in financial management. This has contributed to timely budget release, improved
financial reporting and improved absorption capacity. In particular, efforts during the NHSP-2
have already resulted in a reduction in audit queries at all levels and prompt response to any
such queries that do arise. MoH has established the Transactional Accounting and Budget
Control System (TABUCS) and included it in the current AWPB. There has been a significant
improvement in reducing audit queries against audited expenditures, and increasing the

proportion of audit queries clearances, from 35% in FY 2008/9 to 51.5% in 2015/16.
2. Purpose

The Financial Management Improvement Plan (FMIP), intends to strengthen the MoH's current
practices on financial planning, accounting procedures, internal control system, financial
reporting, monitoring, auditing and transparency measures. The plan also intends to enhance
the capacity of human resources working in planning and financial management sectors.
Objectives and their indicators are included in the following table. The FMIP draws on the audit
observations and also on categories in the internationally-recognised standardised approach to
public financial management, known as PEFA — the Public Expenditure and Financial

Accountability framework (www.pefa.org).
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3. Key Results

The overall thrust implementing Financial Management Improvement Plan is to reduce the

fiduciary risk, improve accounting and reporting system of finance and to improve the overall

financial accountability in the health sector. Following are the key Results Indicators:

Improve budget allocation and expenditure practices;

Establish a mechanism to gradually capture revenue and expenditure data from hospitals
and health institutions;

Funds are disbursed to hospitals based on performance.

Effectively implement TABUCS and align with LMBIS/eAWPB for Reporting;

Trimester progress reports are prepared within 45 days of the end of the trimester;

FMRs will be submitted within 45 days of the end of each trimester;

Volume of audit queries in the audit report reduced to about 45 %; per year

Reduced audit queries, 5% below (by the end of NHSS), against audited amount;

Unaudited financial statements will be submitted within 6 months and Audited financial

statements within 9 months of the end of each fiscal year;
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