


 

 

 

 

 

 

 

 

 

Copyright ©2017 

Ministry of Finance  

All rights reserved. Information given in this publication may be reproduced, stored in retrieval system or 

transmitted in any form or by any means – electronic, mechanical, photocopying, recording or otherwise – for 

educational purpose by duly acknowledging the source. 

Citation: MoF, 2017: Climate Change Financing Framework: A roadmap to systematically strengthen climate 

change mainstreaming into planning and budgeting. Ministry of Finance, Government of Nepal, Kathmandu, 

Nepal. 

Published by: 

Ministry of Finance  
Telephone: 01-4211372 
Email: ieccd@mof.gov.np 
Singha durbar, Kathmandu 
 
Technical Support:  Governance of Climate Change Finance to Benefit the Poor and Vulnerable, UNDP 
 
Financial Support: UK Aid 
 
 
  



2 
 

  



3 
 

ABBREVIATION USED  

 BMIS  Budget Management Information System 

 CC Climate Change 

 CCFF Climate Change Financing Framework 

 COA Chart of Accounts 

 CPEIR Climate Public Expenditure and Institutional Review 

 CSOs Civil Society Organizations 

 EFLG Environment Friendly Local Government 

 FCGO Financial Comptroller General Office 

 FMIS Financial Management Information System 

 FY Fiscal Year 

 GCAP Gaurishankar Conservation Area Project 

 GCF Green Climate Fund 

 GDP Gross Domestic Product 

 GHG Greenhouse Gas 

 GoN Government of Nepal 

 IDS Integrated Development Society 

 IFMIS Integrated Financial Management Information System 

 INDC Intended Nationally Determined Contribution 

 IT Information Technology 

 KPIs Key Performance Indicators 

 LAPA Local Adaptation Programme of Action 

 LMBIS Line Ministry Budget Information System 

 MfDR Managing for Development Results 

 MoHA Ministry of Home Affairs 

 MoF Ministry of Finance 

 MoFALD Ministry of Federal Affairs and Local Development 

 MoFSC Ministry of Forest and Soil Conservation 

 MoPE Ministry of Population and Environment 

 MTEF Medium Term Expenditure Framework 

 NAP National Adaptation Plan 

 NDAC  National Action Development Committee  

 NPC National Planning Commission 

 NPPR Nepal Portfolio Performance Review 

 OAG Office of the Auditor General 

 PAC Public Account Committee 

 PETS Public Expenditure Tracking Survey 

 PFM Public Financial Management 

 PRSP Poverty Reduction Strategy Plan 

 SAI Supreme Audit Institution 

 SDGs Sustainable Development Goals 

 TSA Treasury Single Account  

 UNFCCC United Nations Framework Convention on Climate Change 
  



4 
 

Table of Content 
 

EXECUTIVE SUMMARY .............................................................................................................................................................. 6 

1. CONTEXT AND RATIONAL ........................................................................................................................................... 8 

2. CLIMATE CHANGE FINANCING FRAMEWORK (CCFF)..................................................................................... 12 

3. CCFF PROGRESS TO DATE ........................................................................................................................................... 14 

4. CHALLENGES AND OPPORTUNITES ........................................................................................................................ 15 

5. KEY ELEMENTS, FUNCTIONS AND EXPECTED RESULTS .................................................................................. 19 

6. BUDGET FORMULATION SYSTEM .............................................................................................................................. 20 

7. REFORMS TO INTEGRATE CC FINANCING IN PLANNING & BUDGET CYCLE ....................................... 22 

8. ROLE OF STAKEHOLDERS ............................................................................................................................................. 25 

9. ROADMAP FOR REFORMS ............................................................................................................................................. 29 

10.  CONCLUSIONS .................................................................................................................................................................. 38 

11.  REFERENCES ........................................................................................................................................................................ 39 

ANNEX A. KEY POLICY FEATURES OF THE CLIMATE CHANGE POLICY (2011) THAT ARE RELEVANT 

TO CCFF ....................................................................................................................................................................................... 40 

ANNEX B. BUDGET CYCLE AND BUDGET CALENDAR ............................................................................................ 41 

ANNEX C. SCOPE OF WORK OF EXISTING CLIMATE FINANCE UNIT TO INCLUDE BUDGET REFORMS 

NEEDS ............................................................................................................................................................................................ 43 

ANNEX D. TOR FOR INTER-MINSTERIAL COMMITTEE ............................................................................................. 44 

 

  

file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053058
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053060
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053062
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053065
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053066
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053069
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053070
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053074
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053079
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053087
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053095
file:///C:/Users/apar.paudyal/Desktop/Governance_CF/CCFF/Jan%202018/CCFF_FINAL_Design.docx%23_Toc506053096


5 
 

LIST OF TABLES USED 

Table 1 Loss and damage due to floods (2017)  

Table 2 Loss and Damage due to Climate Related Disaster events (2010 – 2016) 

Table 3 Trends of Climate Change Budget allocation (in NRs billion)  

Table 4 Sources contributing to Climate Change budget  

Table 5  Entry Points for Mainstreaming 

Table 6   Summary of Reform Progress to Date 

 

LIST OF FIGURES USED 

 Figure 1 Elements of Financing Framework 

 Figure 2 Key Components of CCFF 

 Figure 3  Expected CCFF Platform in Existing PFM 

 Figure 4 Information Flow in Budgeting Process 

 Figure 5 Linkages between the CCFU and IMCC 

 Figure 6 Implemented and Planned Major Reform Activities in CCFF 

 

LIST OF BOXES USED 

Box 1 Medium Term Expenditure Framework (MTEF) 

Box 2 Performance-based Budget Release  

 

 



6 
 

 
 

This document provides key measures adopted by the Government of Nepal (GoN) in integrating climate change 

and climate finance into national planning and budgeting processes. It outlines the reforms already implemented 

and a road-map for where, how and by when further reforms to government processes and institutional set-ups 

would occur. Such a framework will facilitate integration of national policies and strategies relating to climate 

change finance in budgeting process and help the government to channelize all climate projects and streamline 

investments through the national system for a long-term scaled up approach.  

Since Nepal is highly vulnerable to the effects of climate change, a strategic framework for climate investment—

and one linked to its national adaptation priorities, in particular—would be highly beneficial.  Although the GoN 

has already adopted different measures to this effect, much more work is still needed. The Nepal Climate Change 

Financing Framework (CCFF), which is presented in this document, can serve as the principle instrument for 

these reforms.  

In outlining an integrated, structured set of policy and institutional reforms, primarily focused on budget systems 

and processes, the CCFF will serve to increase government's capacity to mobilize, manage, and target climate 

finance at different levels. The CCFF blends top-down guidelines under a whole-of-government approach, 

attached to a high-level strategic resource envelope, with bottom up approaches for prioritizing allocations 

through the budget cycles at various levels of governments starting with federal to the provinces and local 

governments. It links policy decisions to budget allocations and expenditure tracking in more structured way. It 

gives specific steps to integrate climate finance in Public Financial Management (PFM) systems for effective climate 

financing.  

 
The major benefits of CCFF are as follows: 

• Rather than being a separate, parallel process, mainstreaming climate finance into existing processes 

through a national CCFF enables top-down policy and strategic guidance to more effectively inform 

bottom-up planning and budget formulation, and integrate climate policy and strategies therein.  

• By creating entry points via the budget cycle and key planning documents such as the MTEF, the CCFF 

facilitates allocating public funds based on priorities in a more coordinated and systematic manner.  

• It supports for financing climate activities in the context of broader economic development and 

government fiscal planning process. 

• It feeds information to budget decision makers about climate change strategies, consolidated CCFF 

picture, funding requirements and major outputs in a timely manner. 

• Climate finance can be tracked and monitored in a more structured way, seamlessly integrated into the 

Financial Management Information System (FMIS). 

• Monitoring through key performance indicators (KPIs) and performance audit would help increase public 

accountability. 

• A CCFF will identify institutional entry points to mobilize public sources of climate finance through the 

budgeting system and encourage investing available resources more effectively and equitably in particularly 

targeting the poor and vulnerable areas. 

 

Executive Summary 



7 
 

The CCFF will address three main policy challenges to climate finance in Nepal. First, by establishing tools for 

ensuing that funds can be targeted better to reach the most vulnerable local population groups—a priority under 

the climate change policy (i.e. 80% of climate budget allocation should be directed at the local level). Second, by 

improving climate finance readiness by strengthening existing public financial management structures as well as 

by managing external climate funds through the country systems. And third, by improving effectiveness of existing 

climate finance through reforms to planning and budgeting guidelines and other tools for more informed decision-

making. Better public expenditure allocations and resource management and investment decision making will lead 

to better climate policy outcomes. 

GoN has been at the forefront in the reform of country PFM systems to address climate change. Climate budget 

coding was introduced from FY 2013/14 to track allocations to climate change relevant programmes and projects 

at national level. Integrated Financial Management Information System (IFMIS)1 have been introduced at different 

levels. Budget Guidelines have been improved in line with integrating climate finance in the budgeting process.  

Major implemented reform measures and additional planned reforms are highlighted in figure below. 

Implemented and planned major reforms 

 

 

 

 

 

 

 

 

 

 

 

 

 

Most of the planned reform measures have already been started; however, additional work is required to finalize 

the initiated work in reform path. 

                                                           
1 Integrated Financial Management System includes Line Ministry Budget Information System (LMBIS), which is a web based 

system developed for line ministry to prepare annual work plan and budget proposal; Budget Management Information 

System (BMIS), which provides final update of approved budget to LMBIS; Financial Management Information System (FMIS), 

and Treasury Single Account (TSA) that provide daily expenditure data. 

Implemented Reforms   
2017 

 

Planned Reforms 
2018 
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Nepal is highly vulnerable to the impacts of climate change (CC), increasing adaptation investments is a priority. 

Climate-related natural hazards such as floods, landslides, and drought and extreme weather events cause loss 

of lives and properties and pose widespread threats to physical infrastructure. Unless more ambitious actions 

are taken with higher impacts, climate change will continue to affect all sectors to a greater degree, undermining 

future development and the gains already achieved to date. Similarly, while of secondary importance, promoting 

greenhouse gas (GHG) mitigation activities can ultimately also contribute to less severe long-term climate-related 

losses and damages. 

Government of Nepal (GoN) has adopted national climate policies and strategies on adaption, low-carbon 

development, and GHG mitigation, and has established the institutional architectures to respond to the challenge. 

This also includes strategic programmes. These are encapsulated into Nepal’s contribution to the Paris 

Agreement on climate change under the UNFCCC and its Intended Nationally Determined Contribution (NDC). 

However, weak institutional capacity, the absence of inter-agency relationships to deal with cross-cutting issues, 

and inadequate means and resources constrain more effective implementation of those strategies and 

programmes. 

While it is difficult to precisely value, projections suggest that losses and damages from climate-related hazards 

and disasters, as well as from slow onset changes, will be substantial. Already, aggregate economic costs have 

been increasing over the years. Increased variability and more extreme climatic events contribute to a loss of 2-

3 per cent of GDP per year in the water management and agricultural sectors, with much higher losses sustained 

in extreme years (IDS Nepal, PAC, and GCAP, 2014). In monetary terms, the average loss has already nearly 

doubled from NRs. 1.2 billion per year between 1983 and 2005, to NRs. 2.2 billion between 2010 and 2016. 

Cumulatively, NRs. 28 billion in losses has been recorded between 1983 and 2005, increasing to NRs. 16.8 billion 

(see Table 1) in just 7 years between 2010 and 2016. Loss due to floods alone was estimated to be about NRs. 

15.5 billion, whereas that due to landslides was over NRs. 1 billion in that period (MoHA, 2016). Table 1 shows 

the loss due to floods just in one year in 2017.  The total estimated loss in 35 flood affected districts was NRs. 

61.7 billion (NPC, 2017). While drought and forest fires have increased in frequency and coverage in the recent 

years, causing serious damage to agriculture and the environment, there is no information about these losses.  

Table 1. Loss and damage due to floods (2017) 

SN Sector Damages (NRs billion) 

1 Housing 19.5 

2 Irrigation 17.5 

3 Livestock 10.7 

4 Agriculture 7.2 

5 Transport 2.9 

6 Education 1.2 

7 Water and sanitation 0.88 

8 Health 0.62 

8 Energy 0.22 

 Total  60.72 

(Source: NPC, 2017) 

1. CONTEXT AND RATIONAL  
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While comprehensive sector-specific information on climate change loss and damage is not available, some 

indicative evidence for agriculture and water resource management exist (see Table 2).  

Table 2. Loss and damage due to climate related disaster events (2010-2016) 

SN Incident type   People killed People missing   Houses destroyed   Estimated loss  

( in '000 NRs ) 

1 Floods  499 405 10,353 15,518,718 

2 Landslides  637 205 913 1,071,802 

3 Flash Flood  43 32 31 11,000 

4 Heavy rain 42 1 305 218,173 

5 Thunderstorm  625 1 96 25,120 

6 Drought  - - - na 

7 Forest fire  - - - na 

8 Avalanches  31 18 1 na 

9 Epidemics  80 - - 1,800 

 Total 1957 662 11,699 16,846,614 

(Source: http://drrportal.gov.np/reports) 

 
Estimates of the impact of drought on agriculture and forestry do not exist. Damage to crops by insect /pests 

and change in phenology is likely to increase in future as climate impacts deepen.  As one of the most earthquake 

prone countries in the world, earthquake and other climate-induced disasters also exacerbate existing 

vulnerabilities to water and sanitation assets as well as food security.  

Lower income households, which form a large part of the population, can incur losses from major disasters of 

up to ten times their annual earnings. Many never recover, keeping them in a “poverty trap”. Therefore, 

considering loss and damage trends in adaptation planning responses and climate budgeting is key.  

Translating climate policies and action into results requires adequate, sustained financing; these resources must 

also be channelled to those most affected by and vulnerable to climate change. To date, climate action has been 

largely implemented through a project-based approach that is inherently limited both in its scope and coverage. 

However, an effective climate change response will entail reforms to how sectoral investments are designed and 

service delivery is implemented. These will need to integrate appropriate risk and mitigation response measures 

much more systematically. At the same time, more coherent and collective action across sectors, such as water, 

energy, forestry and agriculture requires new and supplementary tools to address the issue in a more integrated 

fashion across government. This is particularly true for infrastructure projects with a cross-regional or sectoral 

impact. 

Being a cross-cutting policy issue, climate change and climate finance must be addressed in an integrated manner. 

Unlike sectors where financing gaps, institutional accountability, and budget allocation can be easily mapped, 

climate change is not a sector, per se. Routine service delivery and investment programmes fall across ministries, 

departments and local levels that already, to an extent, have been addressing issues relevant to climate change.  

Table 3 shows actual figures to date on climate-relevant budget allocation made by sector ministries. The share 

of highly relevant budget has remained almost same; however, the share of relevant budget has increased sharply 

after 2015/16. The increase in relevant category of the budget in 2015/16 and in 2016/17 is due to budget 
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allocated for post-earthquake reconstruction assuming that the reconstruction works would be made climate 

resilient too.   

The budget increased further to 26.2% in 2017/18. This increase was due to the change in the state structure. 

The state has changed to a federal structure with 7 provincial and 753 local governments, which receive lump 

sum grants from the federal government to prepare and implement their development programmes 

independently. The grant money has been marked as relevant to climate change because part of the money would 

be used to implement climate programmes at local level. 

Table 3. Trends of Climate Change Budget allocation (in NRs.billion) 

Budget details Fiscal Year 

2013/14  2014/15  2015/16  2016/17 2017/18 

Total national budget 517.24 618.1 819.46 1048.92 1278.99 

Climate 

budget 

Highly 

relevant  

Budget  27.74 34.98 46.36 61.85 57.73 

% of total budget 5.3 5.6 5.6 5.9 4.5 

Moderately 

relevant  

Budget  25.73 31.36 112.98 139.76 335.62 

% of total budget 4.9 5.1 13.7 13.3 26.2 

Total climate budget  53.47 66.34 159.34 201.61 393.35 

Climate budget as % of total budget (%) 10.34 10.73 19.45 19.22 30.76 

Source: MoF Budget Speeches of respective years 
 
Currently, Nepal’s PFM system is capable of producing CC relevant budget allocations as well as expenditure 

reporting on a regular basis. This allows the budget decision-makers to see the CC relevant budget allocations 

and expenditure over a period of time and analyse the trends. However, the sector ministries have not been 

involved in such analysis and therefore, the integration of CC in the sectors plans with climate input to decision 

making has not happened yet.  

 

PFM system also allows generating information about the sources of funding. Table 4 shows the sources 

contributing to the climate change budget in the last five years. The share of the government has remained 

between 44 and 57 per cent from 2013/14 to 2016/17. It increased to 81 per cent in the year 2017/18 primarily 

because of the grant provided to the newly formed provincial and local governments. The ratio of foreign loan 

has fluctuated between 15 and 42 percent, while the ratio of the foreign grant has remained between 14 and 32 

percent except for the year 2017/18 in which the grant has dropped to only 4 per cent.  

Table 4. Sources contributing to Climate Change Budget 

FY Total Climate Budget (Rs billion) Contribution in (%) 

Government Foreign Grant Foreign Loan 

2013/14 53.47 57 22 21 

2014/15 66.34 56 23 21 

2015/16 159.34 44 32 24 

2016/17 201.61 44 14 42 

2017/18 393.35 81 4 15 

Source: BMIS, MoF, 2017  
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GoN recognizes the need to move beyond largely externally financed project-based approaches toward scaled-

up interventions delivered through routine service delivery and overseen by national entities. As climate finance 

continues to increase in the years ahead, strengthening government capacity to do this, while also meeting the 

robust standards and procedures of external climate financiers, will be required. As noted in the GoN’s intended 

Nationally Determined Contribution (INDC) submission, “Nepal will maximize the use of existing monitoring 

and evaluation systems to realize the state of implementation of the INDCs...”  

 
 
 
 

Integrating CC adaptation/mitigation in all relevant areas of public policy is a long-term process requiring 

sustained efforts for awareness raising, integration into sectoral planning, and implementation of specific 

adaptation options. Integrating CC risks requires more flexible, preventive and forward-looking approaches, and 

will involve legal, institutional and policy changes. Planning for both mitigation and adaptation requires 

coordinated, multi-sectoral processes in developing plans and programmes that are focused on the identified 

risks and which are also prudently translated into climate responsive budgets. A robust monitoring system also 

need to be put in place to track both financial allocations, and to measure the effectiveness of climate expenditure 

to provide feedback to the decision makers in improving informed decision in planning climate programmes 

across the sectors. Accountability is crucial to maintain oversight functions from various agencies including 

Supreme Audit Institution (SAI) and parliament.   Table 5 shows the key area for intervention in the course of 

mainstreaming.   

Table 5. Entry points for mainstreaming 

Programme cycle Intervention 

Planning and 

Budgeting 
• Policy framework 

• MTEF 

• Plan / programme selection 

• Project appraisal  

Monitoring • Coding and tracking climate budget allocation and expenditure 

• Reporting and analysis of climate expenditure 

• Policy recommendation to decision makers in planning  

Accountability • Audit by Auditor General’s Office 

• Parliament scrutiny at various stages of budget cycle 

• CSO/Media engagement  

 
By supporting more evidence-based, results–oriented budgeting through a more transparent PFM system, a CCFF 

will help attract new climate finance from development partners and the private sector. In addition, the CCFF 

will also help semi-government agencies, development banks, and other agencies engaged in climate activities 

from outside the formal channel to access climate finance. Gradual integration of CC finance into national systems 

will also ensure for more sustainable impacts of climate finance that contribute to a long-term development 

vision. 

  

1.1 INTEGRATING CLIMATE CHANGE IN PLANNING AND BUDGETING 
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A Climate Change Financing Framework (CCFF) enables a systematic response to CC by linking policy 

frameworks and strategies with budgeting, and ensuring transparent and informed allocations for effective use of 

available funds. The framework provides a roadmap to integrate CC in planning and budgeting by identifying entry 

points based on legal, institutional and process analysis of the existing public finance management (PFM) system. 

It also helps to create a monitoring system that enable reporting on the CC-related expenditures and their 

effectiveness and thereby provide feedback to the decision makers in directing climate budget to much needed 

sectors and areas to reach the poor and vulnerable. Thus, the CCFF is an effective instrument to mainstream 

CC in the national system by engaging all relevant stakeholders for mobilization, management and targeting of 

climate finance.  

The following principles highlight CCFF development:  

• Defining climate change-related activities,  

• Identifying entry points for CC planning, project selection and tracking in national budgeting process, 

• Estimating cost of planned CC response actions in the medium- and long-terms,  

• Assessing resources available to address CC mitigation and/or adaptation in the medium- and long-

terms,  

• Ensuring accountability over the effective use of climate-related budget, and  

• Providing feedback to the planners in planning climate finances.   

Climate change being a cross cutting issue, the impacts are often manifested in various forms in different sectors 

influenced further by geographical diversity on the degree and coverage of the impacts. Hence, it will require 

sustained financial support to address climate impacts across sectors. The development sectors that are impacted 

by CC need to be enabled to address the climate threats while pursuing their sectoral goals. While doing so, it 

must be noted that there are areas where inter-sectoral coordination is required to help achieve enhanced 

adaptation capability within and across sectors, effectively. For instance, managing flood in the monsoon can also 

be planned in ways in which runoff water can be used to recharge groundwater to augment dry season supply. 

Such approaches would not only allow prudent use of limited resources in enhancing adaptation, but also help in 

establishing coordination between inter-sectoral climate policies, strategies and programmes. The climate-

relevant ministries are already directing substantial amount of their budget to implement development 

programmes that are climate relevant (table 3). Increasing share of climate budget also indicates that the climate 

related problems are being increasing addressed by sectors. Addressing CC through the national system can help 

bring the synergy vital for effective climate responses.  

GoN’s Climate Change Policy, 2011 (CCP, 2011) provides the basis for CCFF. From the CC mainstreaming 

perspectives, the policy addresses formulation of strategies, guidelines, and working procedures to link climate 

actions with socioeconomic development and participation of local institutions including NGOs and civil society. 

The features of the CCP that are relevant to the CCFF are given in annex A.  

2. CLIMATE CHANGE FINANCING FRAMEWORK (CCFF)   
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This CCFF builds on the provisions of the CCP (2011) and captures key recommendations of the Climate Public 

Expenditure and Institutional Review (CPEIR, 2011)2 and the district Climate Public Expenditure and Institutional 

Review (dCPEIR 2017)3, both of which emphasize mainstreaming CC in planning and budgeting. The current 

approaches of the CCFF have focused on the governance of the climate finance, however, the CCFF will also 

consider future course of actions to step into other components of climate finance framework and capture 

different sources of financing to meet the adaptation gap (figure 1).  

Figure 1. Elements of financing framework 

 

 

 

(Adapted from ACT, 2017) 

The CCFF aims to help respond to some of the following issues:  

• Identifying CC finance and reporting on what has been achieved so far in financing climate responses. It 

will help assess scale of loss and damage being addressed, evaluate effectiveness of the action in reducing 

loss and damage and estimate cost and feasibility to implement.  

• Showing how to integrate CC finance into budgeting and track climate expenditure to institutionalise CC 

in planning and budgeting by categorising the degree of CC relevance to assess spending option, monitoring 

CC expenditure and building cross sectoral capacity for climate budgeting at all levels of the government.  

• Enhancing capacity to coordinate across sectors / ministries by engaging central ministries and anchoring 

climate finance reforms in the PFM to establish evidence-based decision-making process. The process will 

help set up institutional arrangements and approach, and methodology needed for establishing a climate 

responsive PFM system.  

• Developing financing options, which is a key component of CCFF to set out likely scenario of various 

funding sources from government to the international sources and private sector. It will also indicate types 

of finances and their formal entry points in the PFM system.  

• Improved accountability is a must for effective climate financing and therefore the CCFF allows setting up 

a mechanism for increased accountability as well as calls for increased role of the civil society. 

• As experience grow in improving governance of climate finance the CCFF will also be developed to show 

gaps in climate finances and identifying required financing sources to fill the gap. 

                                                           
2 The GoN conducted the Climate Public Expenditure and Institutional Review (CPEIR) in 2011 to stock take the climate 

finance situation and identify climate related institutions. 

http://www.npc.gov.np/images/category/climate_public_expenditure.pdf 
3 The Ministry of Federal Affairs and Local Development (MoFALD) conducted district Climate Public Expenditure and 

Institutional Review (dCPEIR) in 2016 to examine climate finance at the district level and found that multiple sources of 

funds are mobilized outside the national public finance management system by local governments, NGOs and private sector 

to finance climate related programmes.  
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Although the GoN has been at the forefront of PFM system reforms (overviewed in Table 6) to accommodate 

CC, which built a solid foundation upon which to establish the CCFF, additional measures need to be taken. 

These will consolidate Nepal’s leadership position on this issue, globally.  

Table 6. Summary of reform progress to date 

Area related to 

CCFF 

Summary of Key Achievements 

Strategic climate 

actions and plans 
• On 5 October 2016, the GoN ratified the Paris Agreement, which legally entered into 

force on 4 November 2016. It submitted its Intended Nationally Determined 

Contribution (INDC) on 8 February 2016. 

• GoN is preparing a comprehensive National Adaptation Plan (NAP) to give a strategic 

vision and prioritized programmes for resiliency based on evidence of most vulnerable 

areas, assets, and population groups. 

• The approved National Climate Change Policy in 2011 commits at least 80 percent of 

climate related budget allocation at local level. 

• Nepal’s energy policy targets an increase in the share of renewable energy generation in 

its resource mix to up to 20% by 2020. In line with the Sustainable Energy for All 

initiative, the GoN also targets every household to have access to an improved cooking 

stove or modern cooking fuels by 2030.  

• The national REDD+ strategy, targets a goal of 14 million tons of CO2-equivalent 

emissions to be sequestered in landscape restoration and reforestation activities by 

2020. The country has pledged to maintain 40% of its total areas under forest cover. 

Community-based approaches and strengthened forest and biodiversity management 

plans figure considerably into the strategic approach.  

• The Agricultural Development Strategy (2015) incorporates policy priorities related to 

climate resiliency and helping local farmers and communities adapt to new climate-

related challenges whilst boosting productivity and exports. 

Enabling PFM 

reforms (general) 
• Various planning, budgeting and expenditure tracking systems (LMBIS, BMIS, FMIS, and 

TSA) have been introduced at different levels. 

• Chart of Accounts (COA) of sub-national government has been improved to make 

compatible with national government's COA.4 

Integration of CC 

into Planning 

Guidelines and 

Sectoral Guidance 

• Climate change is included as a separate chapter in 14th Periodic Development Plan.  

• The criteria used by the National Planning Commission (NPC) to establish high-level 

budget ceilings were modified in FY2015/16 to support more climate-responsive public 

investments.5 

• Budget Guidelines improved to integrate climate finance in budgeting process. 

                                                           
4 Recently, GON issued new COA for all level of governments with different legal provisions. 
5For prioritization criteria for programmes under infrastructure development, climate change relevance gets 10% weightage, 

a significant increase from the previous weighting of 2%. However, climate change has yet to be factored in prioritization 

criteria of programs in Health, Education, Agriculture, Forest, Industry, Tourism and Drinking Water sectors.  
 

3. CCFF PROGRESS TO DATE  
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Climate-

responsive 

budgeting 

• GoN introduced climate budget coding from FY 2013/14 to track budget allocations to 

climate change-relevant programmes and projects in the annual development plan. 

• The PFM system can generate regular budget allocation and expenditure reports on 

climate-relevant spending in a structured way, which allows for a review and analysis of 

trends.  

Improved local-

level planning and 

targeting of 

climate finance 

• A Climate Public Expenditure and Institutional Review (CPEIR) at national level were 

conducted in 2011. This was followed in 2016 by district level CPEIRs conducted in a 

cross-section of representative districts, which informs policy makers and beneficiaries 

on budget allocation and climate finance delivered at the local level by various agencies 

through relevant programmes. 

More accountable 

climate finance 
• From 2015, the Legislative Parliament Finance Committee started pre-budget discussion 

with relevant stakeholders on cluster basis at regional level. 

• Third party/independent evaluation of selected programmes that are relevant to CC has 

been started by the NPC. 

 
 
 
 
 
Despite the progress achieved to date, some key challenges remain that the CCFF can address. Climate finance 

is not yet fully integrated into the PFM system. Climate strategies and targets are currently not well costed or 

linked to the Medium-Term Expenditure Framework (MTEF). Priority setting is done at individual 

programme/project level and thus prioritization of climate 

response measures is not getting due priority.  Moreover, 

decision-makers need to be more informed on the climate-

relevance, risks, and impact of proposed programmes before 

resource allocation decisions are made. At the sub-national 

level, most local governments do not consider these issues in 

planning and budgeting matters, although many activities 

implemented at the local level are highly relevant to a CC 

response. A distinct climate expenditure reporting system 

with subsequent analysis of progress against CC outputs, 

outcomes and policy objectives has just begun that needs to 

be consolidated. 

 

In terms of the overall national prioritization process, the 

guidance issued by NPC to track and screen projects for 

climate risk and relevancy requires an upgrade. Current criteria and methods do not adequately capture sector-

specific nuances. The scope covers 16 ministries6 as climate relevant and the current method used in classifying 

the level of relevance of a climate programme is fixed for all sectors equally. More reliable information about 

                                                           
6 The number of ministries with climate relevant programmes was 12 until the FY 2014/15, which increased to 16 when the 

GON created new ministries and changed the name of the Ministry of Environment, Science and Technology to Ministry of 

Population and Environment in FY 2016/17. 

Box 1:  Medium-Term Expenditure 

Framework (MTEF)  

MTEF is a framework for increasing the fiscal 

discipline, expenditure effectiveness and 

priority-driven strategic budget allocation 

process guided by periodic development 

plans and supported by bottom-up budget 

proposal processes. Since climate actions 

are implemented through several ministries 

and sector-specific plans, climate policies 

and targets are not specified in the MTEF. 

4. CHALLENGES AND OPPORTUNITES   
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sectoral climate impacts and how it affects poverty, gender and equitable development must be generated in 

order to inform decision making on climate finance. 

The introduction of climate budget coding as a first step towards tracking budget allocation to climate related 

activities in the budget has helped assess climate relevant investments through regular development programmes. 

The current tracking gives information about the level of public funding and helps identify the ministries 

implementing climate relevant programmes and their budget. However, the code is inadequate to identify the 

required level of funding to meet the needs in absence of required information to plan climate responses in the 

development plans. There is also a chance of overestimating the climate budget because a budget is counted as 

CC relevant if it fell within one of the eleven criteria that defines a climate activity, which is subject to the 

interpretation of sector planners. The criteria and the coding method have not been revisited to refine them to 

suit the sector specific requirements since it was introduced in FY 2013/14. 

 

The CC budget code only reflects on the budget allocation in the national budget. Even though CC is cross 

cutting and several sectoral ministries implement CC relevant activities through their regular programme, there 

is no information about how CC will impact different sectors across the diverse geography of the country, and 

how will it affect GoN's efforts in meeting the SDGs including poverty, gender and equitable development. No 

single agency is designated to coordinate and strategically manage climate finance. The Ministry of Population and 

Environment (MOPE) is responsible for leading CC issues and coordination with development partners; however, 

the vast majority of climate-relevant programmes and budget is executed by sectoral ministries without proper 

coordination to collect, monitor and analyze outcomes or financing data. The MTEF does not reflect CC 

priorities, nor does it indicate the fiscal impact of loss and damage, or how climate strategies can be advanced 

through national development plans.  

 

Recently, the MoF has taken important steps to develop an expenditure reporting system capable of producing 

a consolidated report on climate expenditures. It has also revised the budget guidelines and budget calendar to 

integrate CC; however, further improvements in the guidelines with specific focus on sectoral requirements are 

needed to address sector specific climate concerns. More capacity building is needed for effective implementation 

of climate finance. Subsequent analyses of these can inform progress against climate policy goals and feed into 

policy decisions.  

 

The MoF has already established CC finance unit under the GCF readiness project. The unit is mandated to deal 

with all climate finance issues within the ministries. Existing unit provides excellent opportunity to expand its 

scope to support inter-ministerial committee proposed under the CCFF in dealing with coordination of sectoral 

climate budget planning, monitoring and reporting.  

 

A CCFF would help implement strategies and action plans for mitigation and adaptation in the medium and long-

term and align those to bottom-up planning and budgeting processes and articulated estimates of loss and damage. 

For example, the economic impact in water and agriculture is estimated to be about NRs. 35 billon a year (IDS 

Nepal, PAC and GCAP, 2014). The current budget allocation in programmes implemented to address climate 

relevant issues could provide a basis for estimating cost of climate actions required. The allocation for climate-

relevant programmes in the year 2016/17 is about 19.2 percent of the budget i.e. about NRs. 201 billion (Table 

3), which is borne by domestic sources (44 per cent), foreign grant (14 percent) and foreign loan (42 per cent) 

(table 4).  
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The National Adaptation Plan (NAP) formulation process and Green Climate Fund (GCF) Readiness Programme 

already underway is expected to generate better estimates. NAP will establish action plans to integrate CC 

adaptation in the national and sectoral policy, planning, and decision-making process within all sectors to reduce 

vulnerability to the impacts of CC. Likewise, the GCF Readiness Programme aims at strengthening national 

capacities particularly that of the Ministry of Finance as National Designated Authority to the GCF to effectively 

and efficiently access, manage, deploy and monitor climate finance from the GCF.  It also aims at building national 

capacities across government and non-government stakeholders to prepare robust investment frameworks and 

a pipeline of bankable proposals for adaptation and mitigation options aimed to reduce localized climate-induced 

disaster risks. Since the initiatives are in their early stages they are yet to come up with assessing estimated 

adaptation funding needs and opportunities through various sources including global mechanisms.  A Climate 

Investment Framework can help estimate the cost of adaptation programmes for, say for example, mountain 

ecosystem and agro-ecosystems.   

From 2017, Nepal has adopted federal system of governance with federal, provincial and local governments. 

Elected local governments have been made responsible for local development works. This has opened up new 

opportunities to address CC issues as well. At the local level, there are opportunities to utilize locally raised 

funds for adaptation. However, there is no proper mechanism to track their utilization. For example, the local 

governments often invest the royalty from hydropower and other sectors in regular infrastructure development 

such as road construction rather than in the intended sectors such as rural electrification or watershed/forest 

conservation. It is hoped that the newly elected local governments in the federal structure will increasingly utilize 

the local funds for adaptation programmes.  

Possibilities need to be explored to assess the extent to which local funds can be expanded for climate 

programmes. Potential areas for fiscal reform need to be examined to broaden the scope of raising climate funds. 

Revenues from sand and gravel mining and from hydropower concessions could, for example, be used to fund 

climate action at local level.  

Assessing and projecting losses and damages from CC by sector is a challenge. The information currently available 

is not disaggregated by sector. In addition, a thorough mapping and account of all CC relevant budget 

programmes and projects will be required to see the range of available intervention mix and to identify whether 

there are significant gaps in matching the demand with the supply. While the information from the CC coding 

system will help understand the current level of available funding, the medium-term budget projections of all 

these available programmes and an estimate of the expected loss and damage will form the overall package of 

required financing for the CC theme. On the basis of this, the share to be financed by the government (in addition 

to the financing from the international and other sector including country’s private sector) can be programmed 

into the MTEF. 

The role of the budget decision makers across sectors will be then to analyse the financing gap and identify the 

sources for funding such gap (Figure 1). To do this, a climate financing gap needs to be calculated. Bottom up 

costing of key climate programmes of adaptation and mitigation is needed to project the level of funding along 

with anticipated sources of funds in the coming years.  
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In an ideal case, the government budget decision makers will have a comprehensive picture on both the demand 

and supply sides of the CC financing framework by various actors, i.e. information on international and national 

private sector projects and tendencies will also be part of the CCFF to more effectively use the public funding in 

the areas that private sector and international partners address at a lower scale. The processes above will form 

data and analysis flow for the CCFF that ideally will be integrated into the domestic MTEF and budget formulation 

processes. 

 

 

 

 
 
Responsibility of managing CC responses collectively rests upon four key agencies with separate areas of 

expertise. The coordination to facilitate and integrate the climate policy into sector polices lies with the MoPE, 

while the sector ministries need to understand clearly the likely threats of CC to their programmes and take 

necessary measures in line with climate policy to make their programme climate resilient. Coordination of 

mainstreaming CC within the development plans lies with the NPC, while accessing and managing climate finance 

for proposed climate programmes is the responsibility of the MoF. In addition, a broader oversight to the effective 

planning and implementation of climate programme has to be provided by the people’s representatives through 

parliament and by the members of civil society through civil society organizations. For each of these agencies to 

function effectively they need basic understanding of the key aspects of climate issues, national development 

priorities, and planning for a coordinated climate response within and across sectors. Even though some of them 

are good in some aspect of CC, the overall capacity to effectively plan and implement CC programmes and 

thereby manage climate finance is rather weak.  

 

The capacity at NPC to examine how sectors have integrated CC into sector plans is very limited.  The sector 

ministries are yet to bring CC at the focus of their regular programme and begin to assess the gap that they need 

to address in course of time.  Capacity to explore, access, and manage climate finance is limited within sector 

ministries as well as within the MoF, and without which climate threats cannot be addressed systemically. 

Therefore, CCFF will emphasize building required capacity across ministries as well as within MoF to continually 

strengthen systems of planning, implementing and reporting on climate finances. 

  

4.1 CAPACITY BUILDING  
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The CCFF has been designed as a policy framework to integrate CC in the planning and budgeting process so as 

to mobilize, manage and target finance in support of realizing the country’s strategic climate goals and targets. It 

has been formulated in the context of broader state economic development and fiscal policies (see figure 2). 

Clear cut government policies and strategies relating to CC are vital to integrate with MTEF. As GoN has made 

remarkable reforms in the PFM systems to improve budgeting process with effective disbursement, transparent 

transaction and reporting on expenditure with increased accountability, it makes it easy to integrate CCFF in 

planning and budgeting process in a systematic manner.  

With the proposed reforms the 

CCFF will help consolidate 

various initiatives already taken 

by the GoN as well as by the 

non-state actors in knowledge 

generation, capacity 

enhancement, research, and 

policy formulation to 

strengthen the national system. 

The framework shows the 

linkages among and between 

various components of the 

planning and budgeting with regards to the integration of CC and to ensure that feedback on the expenditure 

and effectiveness is provided to the planners in order for them to take necessary measures to improve the 

effectiveness of the climate programme. 

CC expenditure are routinely tracked and measured through the integrated FMIS system. Civil society 

organization, as well as the Parliament can have opportunities to play a role at different stages of budget cycle to 

contribute in improving accountability. The CCFF helps to establish a clear mandate for ministries and the 

national coordinating agencies, such as the NPC, to address the above concerns by making policy, regulating, as 

well as monitoring climate investment.  

Climate investment requires a strong mechanism to monitor and track expenditure to ensure the transparency 

and accountability of the decision making in reaching the vulnerable area. Institutional strengthening and capacity 

development to coordinate budget allocation and track and report on CC expenditure as part of the budgeting 

process is another aspect for successful implementation. 

 
  

Policies and 
Strategies

Planning and 
Budgeting

Resource

Measurement 

Implementation & 
expenditure 

tracking

Figure 2: Key components of CCFF 

5. KEY ELEMENTS, FUNCTIONS AND EXPECTED RESULTS  
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Strategic planning forms the basis of the budget formulation process. This includes national periodic plans, sector 

plans, and the MTEF of the GoN. NPC prepares periodic plans (for 3-5 years) with the involvement of different 

government agencies and other stakeholders including parliamentarian, donors, professionals and experts, private 

sector and community level organizations. A chapter in the plan is designated to key challenges, opportunities, 

objectives, strategies, working policies and expected outputs related to CC.  

Sector strategic plans are included in the plan document with sector specific long-term vision, mission, goal, 

objectives and strategies, and anticipated funding requirements.  

The MTEF process takes on the planned expenditure framework guided by the periodic plans along with the 

programmes and sources of funding through line ministries. On the basis of these, programmes are prioritized 

and yearly budget allocations made accordingly.  

 
 
 
 
 
 
As part of planning and budgeting reforms, GoN has been making efforts in linking government finance to results. 

Result framework for each development sector has been designed from Poverty Reduction Strategy Plan (PRSP) 

phase (2002/03-2006/07). Linkage between sectoral results with national goals has been established in periodic 

development plans. MTEF has been introduced with the objectives to: (a) develop a consistent and realistic 

framework; (b) refocus budget allocations on priority sectors; 

(c) increase efficiency and effectiveness in budget utilization; 

and (d) make the development budget more results-oriented. 

Similarly, efforts have been made to institutionalize Managing 

for Development Results (MfDR) approach in different 

agencies to enhance the capacity of the government’s system 

for development results.  

The government has made mandatory provision to have log 

frame of every central level development projects to 

institutionalize the result agenda. Efforts have been made to 

implement performance based budget release system (see box 

2). A results-based M&E Guidelines has already been published 

and implemented. Integrated National M&E guidelines have 

also been published and widely disseminated. In order to 

effectively implement the provisions of the guidelines, NPC has 

Box 2: Performance-based Budget 

Release 

 

Weighted physical progress of the project is 

linked with further budget release. If 

progress of the first and second trimester is 

more than 80 percent the project 

automatically gets budget for second and 

third trimester respectively. If the progress 

rate is between 50 to 80 percent budget 

release depends only the clarification of 

concerned ministry. Similarly, if the progress 

rate is below 50 percent there is a provision 

to take action against the concerned project 

manager. 

6. BUDGET FORMULATION SYSTEM   

6.1 STRATEGIC PLANNING AND MEDIUM TERM EXPENDIUTRE FRAMEWORK   

6.2 RESULTS BASED BUDGETING  
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formulated an M&E plan and requested line ministries to update their own plans. An independent evaluation has 

been made of selected projects under different ministries (MOF, NPPR, 2014). 

Still, major challenges persist to institutionalize MfDR in country's planning and budgeting system, including: 

• Comprehensive national results framework for sectors is not yet fully operationalized and not rolled 

out to all government agencies. 

• Result based budgeting is yet to start in a systematic way. 

• Linkage between annual plan & budget with the result framework needs to be made strong. 

• Despite efforts, visible progresses have yet to be observed in the robust use of IT in planning and M&E 

processes. 

• The MTEF process needs to be further internalized by the line ministries as it has not been able to guide 

the annual budget. In addition, unit costing exercise and the qualities of prioritization process has 

regularly been questioned. 

• Because of weak M&E institutions and retention issues of trained personnel in M&E units, result based 

monitoring and evaluation is not fully institutionalized in practices. 

• Awareness on managing for results at the policy making levels is still at low level. The results culture is 

still far to realize and replace the traditional focus of complying with the processes. (MOF, NPPR, 2014) 

 

 
 
 
 
By better integrating CC and finance in the existing PFM system 

at different levels, the CCFF will facilitate better bottom up 

planning in the light of top down government policies, 

strategies and targets.  Entry  

points via the budget cycle will be used to effectively prioritize, 

allocate, and subsequently track climate finance. Integrating 

CCFF will be the platform where policy and budget details will 

use a common “language” where plans will “meet” the 

numbers (See Figure 3).  

In the two-way reforms stream, bottom-up processes must be 

enhanced with a CC lens applied in budget proposals so an 

overall picture is built. At the same time, top-down decisions 

must be specific enough to enable planning and budget officers to bridge those decisions with the institutional 

and budget implementation platforms.  

  

TOP-DOWN POLICY DECISIONS 
(e.g. on 80% of CC finance spent at local level) 

BOTTOM-UP INITIATIVES 

(e.g. on building CC-
resilient agriculture) 

CCFF PLATFORM FOR DECISION-MAKING 

INITIATIVE 2 INITIATIVE 3 

Figure 3: Expected CCFF platform in existing 

PFM system 

6.2 EXPECTED CCFF PLATFORM IN EXISTING PFM SYSTEM  
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Lessons of previous work in this area and achievements to date suggest that interventions at all stages of the 

planning and budget cycle can further improve the management of climate finance. A brief account of the budget 

cycle along with its key elements is given in annex B. These reforms will be undertaken in the following stages of 

planning and budget cycle at various levels. 

 
 
 

 
 

The integration of climate financing at the early stage of budget formulation includes activities such as issuing 

budget and planning guidelines, setting budget ceilings, and consultation with stakeholders. The periodic plan 

needs to include CC plans and required investment including modality of funding and the types of interventions, 

which will guide the MTEF in the annual budget formulation. For this, the key messages related to CC (such as 

reference to the CC policy, prioritization criteria, CC budget code) have now been included in the budget 

preparation guidelines issued by NPC and MOF.  

There is a strong need for information flows between national and sub-national level to help make informed 

decision about CC activities in the plan. Once the climate activities are defined on the plan, the information about 

the climate expenditure of the previous year and major achievements on increasing climate resilience or carbon 

sequestration need to be made available to the planners before the decision about CC activities for the following 

year are made. Similarly, the cost benefit analysis and climate risk assessment tools will apply gradually to increase 

their role in sectoral planning. Further, adaptation gap also needs to be estimated as we gain more experience 

with implementing climate-relevant projects with enhanced level of understanding of the climate threats.   

The Finance Committee of the Legislative Parliament has started pre-budget discussion at regional level on cluster 

basis with relevant stakeholders from 2015. This committee provides feedback, suggestion and instruction to the 

government to include such suggestions and feedback received from regional discussion in the budget policy and 

programme. The GON, in turn, will take necessary actions to incorporate committee's directives and probable 

suggestions in sectoral budget preparation.  

 

 

 
 
In the existing system there are two processes of budget preparation (Figure 4). Line ministries follow one 

stream, while local governments will follow their own planning process. Line ministries prepare budgets with a 

bottom-up approach and submit it to departments and submit it to NPC for approval with necessary review and 

adjustment. Similarly, Local Governments prepare annual budget on the basis of central grant and their internal 

resources. The budget and programme of the local governments are approved from their respective councils.  

7. REFORMS TO INTEGRATE CC FINANCING IN PLANNING & BUDGET CYCLE   

7.1 PRE-BUDGET PHASE  

7.2 BUDGET PREPARATION PHASE  
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Since a different process is followed at local level, updated planning guidelines need to incorporate issues to 

mainstreaming CC both at sectoral level and at local level and communicated well to the local level. Therefore, 

the following actions need to be taken to integrate CCFF in the budget cycle. 

 

• The NPC and MOF will have necessary information about CC issues addressed by policies and 

strategies related to CC before issuing the budget guidelines and ceilings.  

• CC will be a crucial part of MTEF process for priority setting rather than individual project priority 

setting in CC.  

• Development sectors are already addressing climate impact through regular development 

programmes but without cost benefit analysis and risk assessment. The prioritization of projects at 

sectoral level will be based on cost benefit analysis and climate risk assessment to allocate resources 

in most needy programmes and projects. 

• As CC is a cross cutting issue, it will be part of the budget discussion across all sectors at the time 

of budget discussion, rather than with single agency discussion for CC relevant projects.  

Figure 4: Information flow in budgeting process 

 

National Planning
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• Opportunities exist to involve CSOs in creating awareness in the planning and budgeting process 

particularly at local level, which will help in improving planning process to ensure that adequate 

resources are allocated for programmes proposed for vulnerable areas.  

 

 

 

 
A strong monitoring, reporting, and verification mechanism is a prerequisite for informed decision-making and 

investment spending on climate action. The existing budget monitoring system does not provide specific 

information about climate investment. Similarly, sector ministries do not have CC related KPIs prepared as guided 

by NPC's National M&E Guidelines except two indicators from MoFSC. Hence, CC relevant ministries need to 

prepare sector specific CC related KPIs to monitoring the financial and physical progress periodically on trimester 

and annual basis. On the basis of sectoral information NPC will analyze CC expenditure and monitor progress 

on trimester basis in NDAC meeting and on annual progress of CC expenditure towards achieving outcomes in 

annual basis. It will also help NPC to analyze CC expenditures towards achieving goals on midterm and at the 

end of periodic development plan.  

 

 

 

 
 
Auditing and budget evaluation is perhaps the most important of all in the budget cycle, because it provides a 

basis for corrective measures to improve the effectiveness of investment in the long term by establishing 

accountability for budget performance at various stages. The Office of the Auditor General (OAG) - Nepal’s 

Supreme Audit Institution (SAI) - routinely measures the performance of selected development programmes and 

projects through performance auditing. No specific provisions for climate budget evaluation or auditing exist in 

the existing audit system conducted by OAG. As a separate exercise, NPC conducts a third-party evaluation to 

measure the effectiveness of investment in the selected programme.  

 

As CC expenditures have a cross-sector nature spread across ministries, it will require to establish a clear link 

between climate related programmes and the CC financing plans, which will help the OAG carry out performance 

audit of the regular development programmes that are highly relevant to CC. Similarly, the NPC will continue 

to conduct third party evaluation of selected programmes by recruiting independent evaluator(s).  

 

In addition to the auditing and third-party evaluation already in the system, accountability is enhanced by involving 

CSOs in monitoring of the budget flow through public expenditure tracking survey (PETS) and other means in 

order to ensure that the budget is both adequate and that it is flowing to the most vulnerable areas and population 

groups as planned.  

  

7.3 BUDGET MONITORING AND REPORTING PHASE  

7.4 AUDIT AND BUDGET EVALUATION PHASE 
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The CCFF road map outlines the reforms to be carried out within a given timeframe and identifies responsible 

lead and support agencies with specific roles and responsibilities that build from existing institutional mandates. 

The specific roles of the key agencies in implementing the CCFF are given below.  

 

 

 

 

 

As an apex body responsible to coordinate the formulation of national development plans and policies, as well 

as to monitor and evaluate development plans and programmes, NPC plays an important role in integrating CC 

in national planning and budgeting. Specifically, the NPC will carry out the following.  

 

• Support integration of CC policies and strategies together with climate finances across sectors in the 

periodic plans. 

• Alongside overall planning and budgeting guidance, provide specific guidance to line ministries and 

suggestive measures for sub-nationalgovernments on mainstreaming CC risk and actions. 

• Establish CC as key issue in MTEF process to provide due priority for CC integration in the plans. 

• Evaluate CC relevant programmes/projects for financial and physical effectiveness based on output and 

results. 

• Prepare climate screening guidelines for sector plans and programmes in sectoral approach papers.  

• Articulate bottom-up costing of CC programmes including loss and damage at national and sub-national 

level.   

 

 

 

MoF is the central authority responsible to maintain both micro and macroeconomic stability and management 

of public resources. Specifically, the MOF will carry out the following: 

 

• Expand scope of and reform existing Climate Change Finance Unit (CCFU) to coordinate CC finances 

in the budget preparation and decision-making processes across sectors (Figure 5). 

• Establish Inter-Ministerial Coordination Committee (IMCC) for implementation of CCFF. 

• Establish mechanism for coordination between the GCF Technical Committee and the CCFF Inter-

Ministerial Coordination Committee. 

• Update regularly Budget Formulation Guidelines in line with the integration of climate finance. 

• Ensure allocation of adequate budget to match the provision set by MTEF to CC relevant programmes 

and projects. 

8. ROLE OF STAKEHOLDERS   

8.1 NATIONAL PLANNING COMMISSION (NPC) 

8.2 MINISTRY OF FINANCE (MOF) 

https://en.wikipedia.org/wiki/Ministry_of_Finance
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• Review and upgrade existing CC budget coding criteria of defining climate programmes/projects to 

establish clear procedures for sector ministries in screening development programmes/projects to 

improve accuracy of budget having climate relevance in adaptation, mitigation or both. 

• Develop and implement appropriate CC expenditure tracking system. 

• Routinely analyze climate expenditure, climate finance and its performance in Annual Economic Survey. 

• Drive system reforms to enable stronger MRV and absorption of external climate finance through 

integrated platforms and climate finance tracking. 

• Analyze macro-fiscal impacts of CC and integrate these into MTEF. 

• Develop readiness systems and strategies to enable more effective implementation of climate targets 

developed through other initiatives including NAP and GCF readiness  

 

Figure 5: Linkages between the CCFU and IMCC 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

MoPE is the lead ministry on climate policy coordination. Specifically, it will carry out the following to facilitate 

implement CCFF: 

• Monitor and evaluate status of implementation of National CC policy and international commitments 

(e.g., actions and commitments made under the UNFCCC/Paris Agreement on Climate Change) 

• Liaise and coordinate with climate-relevant ministries to integrate climate policy into sector policies.  

8.3 MINISTRY OF POPULATION AND ENVIORNMENT (MOPE) 
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• Generate a macro picture of CC policy and plan (including policy-budget linkage and CC priorities) to 

facilitate implementation of policy provisions. 

• Maintain databases and coordinate work on improving loss and damage and vulnerability assessments.  

 

 

 
 
MoFALD is responsible for coordination, cooperation, facilitation, and monitoring and evaluation of activities 

undertaken at local level. Specifically, MoFALD will carry out the following. 

• Coordination of CC activities being planned at provincial and local governments. 

• Improve PFM system for sub-national government (including the improvement of Chart of Accounts) 

to allocate budget for climate actions and to track their CC related expenditure. 

• Establish coordination mechanism with MoPE and climate relevant sector agencies to implement LAPA 

at local level. 

• Provide support to local level to integrate CC at local level planning and budgeting through the 

adoption of the EFLG frame. 

• Monitor local government's climate budget allocations and expenditures as per recommendations of 

the district CPEIRs. 

• Provide support and guidance to local governments to raise funds from local sources for climate 

adaptation.  

 

 

 
 
The sector ministries will play the following role in the CCFF: 

• Incorporate climate policy targets and goals into sector strategies and action plans.  

• Provide input to climate screening and investment appraisal guidelines based on sector-specific needs 

and contexts.  

• Prioritize CC relevant programmes/projects and conduct cost-benefit, climate risk analysis and 

evaluation of most cost-effective measures  

• Support other climate-relevant ministries in building cross-sector aggregated CC finance picture.  

• Mobilize resources from donor partners for climate-relevant actions within the ministry in collaboration 

with NPC and MoF.  

• Set up effective monitoring system to monitor sector’s contribution to NAP and LAPAs. 

• Provide data on CC expenditure including departmental expenditure and the results there of, to NPC 

and MOF as per approved plans. 

• Guide sector programme delivery including 80 percent of climate spending at the local level. 

• Designate climate change focal person to represent in the CCFF.     

 

8.4 MINISTRY OF FEDERAL AFFAIRS AND LOCAL DEVELOPMENT (MOFALD) 

8.5 SECTORAL MINISTRIES 
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The Climate Change Policy envisages that at least 80 per cent of the available climate fund will be spent at the 

local level. However, capacity at local level to plan and manage an increasing amount of climate budget is 

generally weak. Integration of CC in planning and budgeting is a prerequisite that strengthens local capacity for 

effective management of climate finance. Hence, the provincial and local governments will be responsible for 

the following actions:  

• Identify vulnerable communities, assets, and areas through public consultation and interaction in planning 

processes and climate-specific initiatives (e.g., LAPA, NAP). 

• Prioritize actions, in coordination with relevant offices/sectors, on the basis of vulnerability and other 

criteria to allocate resources more wisely and avoid duplication.  

• Integrate CC into regular planning processes to make the development projects climate resilient and 

to ensure allocation of adequate resources for timely implementation. 

• Strengthen PFM system at local level in line with climate budgeting with support from Federal and 

Provincial Government. 

• Involve CSOs to strengthen accountability in monitoring of the implemented programmes at local level. 

• Raise awareness and support mobilization of local resources for climate programmes.  

• Incentivize sectoral programme delivery to comply with policy commitment of using 80 percent of the 

budget at the community level.  

 

 
 
 

The OAG is the supreme constitutional body to audit expenditure of government offices at national and sub 

national level. The OAG will help in integrating CC in the budget cycle by doing the following.  

• Analyze performance of climate relevant programmes and projects on the basis of developed KPIs. 

• Carry out statutory and performance audit focusing on the outcomes of selected CC relevant 

programmes. 

• Prepare specific guidelines for auditing CC relevant programmes and projects at national and sub-

national level with focus on CC issues and sector concerns.  

8.6 PROVINCIAL GOVERMENTS, LOCAL GOVERMENTS AND COMMUNITIES 

8.7 OFFICE OF THE AUDITOR GENERAL (OAG) 
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A summary of the proposed reforms to implement the CCFF is presented below: 

Reform Areas 9.1: Integration of CC in the planning and budgeting cycle 

SN Intervention Status  Lead Agency Supporting 
agency 

Remarks  

9.1.1 Upgrade existing budget management 
IT systems to tracking and generate 

report on climate budget allocation 
and expenditures with sector 

disaggregated data  

Completed  MoF Budget 
& 

Programme 
Division and 

FCGO  

Line 
ministries 

The work is 
completed with 

UNDP support  

9.1.2 Reform existing CC Finance Unit in 

MoF to coordinate CC finance to 
present it in the high level discussion 

and budget decision 

Planned for 

2018 

MOF Line 

ministries 

 

9.1.3 Improving climate budget coding 

criteria along with guidelines  

Planned for 

2018 

MoF Budget 

& 
Programme 

Division 

NPC, Line 

ministries 

 

9.1.4 Integrate CC into MTEF processes Planned for 

2018 

NPC, 

Economic 
Management 

Division 

MOF CC 

Finance Unit 
and Line 

Ministries  

 

9.1.5 Estimate climate finance costing in 

15th Periodic Development Plan. 

Planned for 

2018 

NPC, 

Economic 
Management 

Division 

MOF CC 

Finance Unit 
and Line 

Ministries 

 

 

Reform Areas 9.2: Monitoring, reporting and verification of CC finance 

SN Intervention Status  Lead Agency Supporting 
agency 

Remarks 

9.2.1 Develop and generate CC 
expenditure reports in FMIS system in 

a structured way to monitor climate 
finance 

Financial 
reports 

completed 
March and  

Narrative 
reports May, 

2017 

MoF Budget 
& 

Programme 
Division/ 

FCGO  

Line 
ministries 

Both works are 
completed and 

continuation is 
needed in 

coming years 

9.2.2 Policy monitoring of CC relevant 

programmes 

Planned for 

2018 

MOPE MOF, NPC 

and line 
ministries 

Incorporation 

of CC related 
major 

achievements 
in the 

Economic 
survey has 

been started 
and 

continuation is 
needed in 

coming years 

9. ROADMAP FOR REFORMS   
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9.2.3 Improve PFM system of sub-national 

government to prioritize, manage and 
deliver climate finance at local level 

Planned for 

2018 

MoFALD MOF and 

Local 
Government 

Improvement 

of COA for 
Local 
Government 

has completed 
on Oct 2017. 

 

Reform Areas 9.3: Improved accountability for CC finance effectiveness and efficiency in the 

budget 

SN Intervention Status  Lead Agency Supporting 
agency 

Remarks 

9.3.1 Conduct third party/independent 
evaluation of selected CC relevant 

programmes through independent 
agencies and or individuals 

Completed in  
June  2017 

NPC Line 
ministries 

Report of  third 
party evaluation  

of one CC 
related 

programme 

9.3.2 CSOs participation in CC budget 

formulation, implementation and 
expenditure tracking  

PETS in CC 

completed   
in June 2017 

CC relevant 

line ministries 
and MoFALD 

MOF and 

NPC 

Final report of 

PETS prepared 

9.3.3 Parliamentarians use budget oversight 

process as a key entry point to raise 
questions on CC finance   

Planned for 

2018 

Selected 

Committees in 
Parliament 

MoF; NPC, 

MoFALD 

Handbook 

prepared 

 

Reform Areas 9.4: Improved capability in governance of CC finance 

SN Intervention Status  Lead Agency Supporting 

agency 

Remarks 

9.4.1 Members of the CC Finance unit are 

trained in climate change, climate 
finance coordination including 

analysing reports on expenditure and 
preparing narrative for economic 

survey. 

Planned for 2018 MoF NPC  

9.4.2 Members of the Inter-Ministerial 

Coordination Committee are trained 
in coordinated planning of climate 

finances. 

Planned for 

2018 

MoF and CC 

relevant line 
ministries  

NPC  

9.4.3 Planning officers, climate focal persons 

and gender focal persons of the sector 
ministries trained to screen 

development programmes for 
integrating CC. 

Planned for 

2018 

MoF and CC 

relevant line 
ministries 

NPC,   

 

 

The following narratives present elaborated description of proposed reforms that are needed to integrate CC 

in the planning and budgeting for effective and efficient climate financing required for sustained climate action to 

reduce climate risks and vulnerability.  
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9.1.1 The existing LMBIS, BMIS and FMIS system will be improved to track CC relevant budget 

allocation to expenditure reporting. The online linkages will be established among these systems 

to capture the CC budget allocations and expenditures routinely. 

From the fiscal year 2014/15, the GoN has been using IT based LMBIS system and has become mandatory for 

budget proposal of line ministries. LMBIS system has become online down on the department and ministry level 

in budgeting period to submit budget proposal. Line ministries provide proposed budget information to the 

LMBIS system together with the degree of climate relevancy of their budget sub-heads. BMIS CC master table 

has been linked with FMIS system which makes it easy to track and report on climate expenditure. 

On basis of LMBIS data, MOF prepares annual budget document including the Red Book through BMIS system. 

Further improvement is needed in LMBIS, BMIS and FMIS system to show climate budget allocation and 

expenditure based on their degree of climate relevancy and the type of project (adaptation and/or mitigation) 

with sector disaggregated data. MOF and FCGO will update LMBIS, BMIS and FMIS systems and establish online 

linkage among these systems regularly. 

 

9.1.2 MOF Climate Change Finance unit will be reformed and Inter-Ministerial Coordination 

Committee will be established to coordinate CC policy implementation. 

Currently, there is no designated body to coordinate CC policy and communicate those in the high-level planning 

discussion and decision making in budget process. There is a need to use climate lens in coordinating development 

programmes/projects that are climate relevant. 

 

• Climate Change Finance Unit. The MOF shall restructure its existing Climate Change Finance unit within 

IECCD to deal with and coordinate all climate finance issues within the MoF including CC 

programmes/projects in high-level planning and budget discussion. The unit already has an officer deputed 

from the IECCD. An officer from the Budget and Programme Division (BPD) will be also be deputed to 

the CC Finance Unit to coordinate issues related to CC relevant budget, which are discussed during the 

budget discussion at the BPD. It will also support MOF Economic Policy Analysis Division to prepare 

Economic Survey document relating to CC. 

 

• Inter-ministerial Coordination Committee. The MOF will establish an inter-ministerial coordination 

committee (IMCC) as part of the CCFF to coordinate and strengthen cross sectoral linkage among 

climate relevant ministries in planning and budgeting of all climate-relevant plans and programmes. The 

CC Finance Unit will provide backup support to the IMCC in coordinating regular climate budget of line 

ministries. The IMCC will be headed by the chief of the BPD and represented by climate focal persons 

of climate-relevant ministries.   

 

        9.1 INTEGRATION OF CLIMATE FINANCE IN THE PLANNING AND BUDGET CYCLE 
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9.1.3 Existing criteria for climate budget coding will be revisited to develop sector guidelines 

incorporating sector specific needs for coding 

The existing method used for marking climate relevant programmes in the annual budget  is based on 11 criteria 

which define climate activities. According to the budget preparation guidelines of the MoF, the level of climate 

relevancy of the programme is defined as ‘highly relevant’ where more than 50% of the budget in the programme 

is relevant to CC activities, whereas it is defined as relevant if 20-50% of the budget is allocated to CC relevant 

activities. For those programmes heads that have none or less than 20% of the budget allocated to CC activities, 

they are defined as ‘neutral’. Since the criteria used and the budget bracket applied to define the degree to which 

a particular programme is relevant to CC is common for all sectors and programmes, on one hand, it is very 

likely that the approach does not depict the real picture of the climate finance, and on the other, it may also 

overestimate the climate budget. Therefore, there is a need revisit these criteria to meet the specific need of the 

different sectors. There is a need to develop coding guidelines for each key sector to help them meet their 

specific requirements in defining and marking climate activities and budget.   The MoF will initiate developing 

guidelines for climate coding for each climate relevant sector in collaboration with NPC and the sector ministries.   

 

9.1.4 MTEF Process will be revitalized with a holistic approach on CC rather than with a focus on 

specific priority project(s). 

It is needed to update and revitalize the MTEF process to prioritize programmes and allocate resources in a 

systematic way. For this, specific information is needed in MTEF formulation process with or without CCFF. It is 

necessary to provide due priority to CC with a holistic approach within MTEF rather than prioritizing selected 

programme/project. It is also necessary to consider Loss and Damage as a priority area while preparing MTEF.  

Economic Management Division of the NPC has initiated steps to make CC as part of the MTEF process. With 

this the NPC will send CC ceilings along with MTEF ceilings to sectoral line ministries for CC programmes. 

Sector ministries, in turn, will prepare plans and programmes through bottom up planning process within the 

frame of predefined ceilings. This will facilitate the decision makers to allocate required resources to CC relevant 

programmes/projects in a coordinated way. In general, the revitalization of a well-functioning MTEF process will 

support further integration of the CC finance in budgeting in two main streams: 

 

• Integrated financing frameworks. Incorporation of a CCFF in MTEF will systematically address the issue 

of CCF integration as MTEF will serve the basis for presentation, discussion and decision making over 

CC related budget allocations as part of the overall budget formulation process (including through 

ceilings that will be relevant to CC allocations) 

• Linking the CC finance with expected results. MTEF can serve a solid base for framing the expected 

results for the CC related budget initiatives. Application of the performance based budgeting principles 

in CC related budget programmes will enhance the quality of decision making, especially in the context 

of the CCFF, which will combine the data on the demand for the CC investment (measurable policy 

issue) with measurable policy targets (KPIs for budget allocations).  
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9.1.5 CC budget in the 15th periodic plan will be estimated to arrange for necessary resources to fund 

climate relevant programmes/projects 

The 13th periodic plan (2014-2016) mentioned CC as one of the important issues to be considered in 

development. However, a separate chapter has been provided in the 15th periodic plan document for CC. The 

14th plan has clearly identified issues, challenges, objectives, strategies, working policies and expected outputs 

with respect to CC. The plan also outlines climate concerns in each climate relevant sector. An estimate of 

budget to implement climate relevant development programmes/projects is needed in order to arrange for 

necessary fund. NPC will estimate the total investment required and include it in the upcoming periodic plan 

document.  

 

 

 

9.2.1 Update FMIS system to enable on-demand CC expenditure reports. 

The national FMIS system will be improved to track and report CC expenditure to enable analysis of climate 

expenditure. This will allow FCGO to generate information on climate expenditure against allocation. MOF 

started to include a separate narrative on climate expenditure in Consolidated Financial Statements and in its 

Economic Survey Report and other budgeting documents. Continuation is needed to enhance this process in the 

coming years too.  

 

9.2.2 MoPE will carry out CC policy monitoring related to relevant sector ministries 

Most CC-related programmes are implemented by sectoral ministries through their regular development 

programmes. Policy monitoring is needed to assess whether sectoral ministries are carrying out climate related 

programmes/projects as per CC policy. MoPE will carry out policy monitoring progress of achievement related 

to CC relevant programmes implemented by sector ministries to provide required information to MoF and NPC 

in order to supplement analysis of climate investment in the Economic Survey.  

 

9.2.3 PFM systems of the local government level will be improved to enable the agencies to prioritize, 

manage and deliver climate finance at local level. 

The GoN is committed to spend at least 80 per cent of the allocated budget of the CC projects at the local level. 

The constitution also has mandated the local governments with the responsibility of service delivery at the local 

level, which subsequently requires a large amount of the budget to be spent at local level. However, the existing 

PFM system is weak to prioritize, manage and deliver climate finance effectively at local level, which makes 

tracking and reporting CC expenditure difficult. Hence, MoFALD will take lead to improve PFM (including chart 

        9.2 MONITORNING, REPORTING AND VERIFICATION CLIMATE CHANGE FINANCE 
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of accounts)7 at local level in order to enable the sub-national governments to prioritize, manage and deliver 

climate finance. 

 

 

 

 

9.3.1 Continue to Conduct third party independent evaluation of targeted CC related 

programmes/projects. 

Policymakers require critical analysis of the outcomes of implemented programmes in order to improve 

succeeding programmes/projects. In the existing system, evaluation mechanism with regard to CC is weak. NPC 

evaluates some selected programmes/projects annually from third party independent evaluator. In this financial 

year NPC’s is evaluating CC related People's Embankment Project. Continuation is needed to enhance this 

process in the coming years too to get feedback on gaps as well as the outcomes and impacts of the programme. 

 

9.3.2 Civil Society Organizations 

Civil society8 can play an important role in the effective use of climate finance. It can be the channel through 

which communities voice their opinions to decision-makers, whether at the national or sub-national level. It can 

advocate and influence policy makers to target climate finance to communities who are most vulnerable to CC. 

It can conduct independent research and analysis on topical issues. It can undertake these activities in partnership 

with government to produce information on the effectiveness of investments related to CC to support and 

complement the efforts of government. In light of the various contributions they can make, the following aspects 

can form the basis of both the short-term and long-term efforts to increase the participation of CSOs on the 

effectiveness of CC finance in budgeting cycle:  

CSOs act as a medium to channel the CC needs and interest of communities, particularly those who are most vulnerable 

to its effects. 

CSOs, especially those who are based at the local level, often represent the voice of communities, and are the 

interface between communities and the government. Their proximity to the localities, as well as their accessibility 

to the government's structures enables them to be the conduit of the interests of communities. While this is 

relatively easier at the local level, it can also happen at national level, if there are enough opportunities and 

structures in place to enable the sharing of information between CSOs, the legislature, and the executive. In the 

context of the CCFF, this is an aspect of the engagement with CSOs that will happen gradually, over a medium 

to long-term period.  

                                                           
7 Recently, GON has improved COA of sub-national government compatible with federal government. 
8 Civil society refers to non-governmental actors, and can include community groups, non-governmental organisations, 

labour unions, charitable organisations, foundations, as well as think-tanks.  

               9.3 IMPROVED ACCOUNTABILITY FOR CLIMATE FINANCE EFFECTVIEINESS AND  

EFFICIENCEY IN THE BUDGET 
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The proximity of CSOs to local communities, their local knowledge, and their operational flexibility are strong 

assets that the government can optimise in implementing CC related projects.  

Collaborative approach in overseeing and tracking CC expenditure  

CSOs can add value in tracking expenditures from start to finish, i.e., from the budget allocation decision through 

to its delivery and execution at the local level. This type of assessment can occur through exercises such as the 

Public Expenditure Tracking Survey (PETS), which are useful in highlighting whether resources have been spent 

as per their intention. In turn, this information can also identify the stages where digressions occur, thereby 

providing the ministry of finance an overview of where some of the bottlenecks and challenges are in terms of 

efficient spending. These types of exercises do not necessarily provide thorough qualitative analyses, but they do 

provide the quantitative, objective data for further probing.  

Collaborative partnership with CSOs in undertaking research and analysis   

CSOs, particularly those that have a research and analysis angle to their mandates like think tanks for example, 

have good experiences in undertaking impact assessments and evaluations of specific projects and programmes. 

Very few have done similar exercises on public investment programmes that are funded through the government 

budget. Such types of analyses can be very useful to governments, particularly in the formulation stage of the 

budget, where past experiences should inform future budget allocations and priorities. Enabling CSOs to 

undertake this type of research and analysis, as well as providing them with a legitimate outlet for the findings 

should be promoted and encouraged. This type of research are good complements to exercises like PETS, as 

they can be more analytical, and provide qualitative perspectives to supplement them.  

Developing informative materials for public consumption on climate change finance  

The availability of budget related information is one step towards transparency. Unless it is accessible and 

understandable by non-experts, the value-added of the information remains minimal, and this is often the case. 

Documents produced by the Ministry of Finance, such as the budget; or specific budget information, such as 

those produced through the application of a climate budget tracking method or the CPEIR can be complicated, 

technical materials that the public, as well as parliamentarians and other policy makers do not understand fully. 

Transforming the technical data into easy to read and easy to understand materials can contribute significantly 

to transparency and accountability. Tools such as the Citizen Climate Budget is one such practical example, and 

their development, as well as policy briefs, videos, infographics, and topical guides for journalists are areas where 

CSOs and media organizations and press associations can contribute significantly.  

 

9.3.3 Committees in Parliament will increase their budget oversight role by focusing on climate change 

finance 

Parliamentarians have a number of core functions – representation, law-making, budgeting, and oversight. They 

are an important pillar of ensuring accountability on the actions of the government. For CC finance in Nepal, an 

effective oversight process from selected committees in parliament can help the government monitor its progress 

in meetings its own commitment to spend 80% of funds at the sub-national level. It can do this by raising the 

right question on whether funds allocated in the budget are sufficient and equitable to respond to the magnitude 
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of CC challenges. For this, tools such as a Climate Budget Review Toolkit will be a useful tool that the Finance 

Committee and the Environmental Protection Committee can use in fulfilling their oversight responsibility. 

 

 

 

9.4.1. Members of the Climate Change Finance unit are trained in climate change and climate finance 

coordination including analysing reports on expenditure and helping preparation of narratives for 

economic survey. 

Members of the climate change finance unit have a major role to play in dealing with all aspects of climate finances 

within the MoF. It will include accessing, mobilizing and monitoring of public and private climate funds from both 

international and domestic sources. The members need to have the capacity to provide information required by 

the support decision within MoF in taking timely decisions for matters related to climate finances. Since 

committee’s role also includes supporting CCFF implementation, it has to have the understanding of the finance 

need of the sectors. Therefore, they will be provided with necessary training of appraise them of the intricacy 

and nuances of the climate financing in order for them to be able to continually improve governance of climate 

finance.  

 

9.4.2 Members of the Inter-Ministerial Coordination Committee are trained in coordinated planning 

of climate finances. 

The role of the inter-ministerial committee is vital in establishing a common understanding by facilitating climate 

finance coordination among ministries. The committee will serve as a platform to help clarify roles, boundary of 

responsibilities, and identify possible gaps in functions. Its role will also be to facilitate the reforms as specified in 

the CCFF, for example revisiting the coding criteria to define climate programmes. The committee will also 

advise ministries in tracking sectoral investment, evaluate effectiveness, which the members will facilitate within 

respective ministries by supporting ministries to monitor climate budgets, estimate financing needs, and scope 

out sources of climate finance. Thereof the members will be provided with periodic training in these aspects.  

 

9.4.3 Planning officers, climate focal persons and gender focal persons of the sector ministries trained 

to screen development programmes for integrating climate change   

Some ministries already have designated climate and gender focal persons. The gender focal persons provide 

support in screening proposed development programmes for gender responsiveness but the climate focal 

persons have not been engaged in facilitating tagging of climate-relevant programmes. The climate code that 

appears in the programme is not actually done at the ministry level in most cases.  Linking gender with climate 

budget is necessary to evaluate the effectiveness of the climate budget in supporting vulnerable community from 

gender perspective.  However, no effort has been made in this regard by the ministries, even though they are 

aware that both coding has been introduced for longer than 5 years. Therefore, the planning officers, climate 

focal persons, and the gender focal persons need to be oriented towards, i) using climate budget code in the 

9.4 IMPROVED CAPABILITY IN GOVERNANCE OF CC FINANCE 
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ministries before the plans are proposed and, ii) link climate and gender budget to see how the investment in 

climate- relevant programmes help support vulnerable groups to respond to the climate impacts. Periodic training 

will be provided to them by MoF in collaboration with sector ministries.  

 

 

 

 

 

As part of planning and budgeting reform process GoN has been making efforts in linking CC in government's 

plan and budget. The GoN approved a national Climate Change Policy in 2011. National Adaptation Plan (NAP) 

formulation process and Green Climate Fund (GCF) Readiness Programme are already underway.  CC budget 

coding has been included in budgeting system from 2013/14. Different types of planning; budgeting and 

expenditure tracking systems (LMBIS, BMIS, FMIS, and TSA) have been introduced at different levels. Climate 

change has been included as a separate chapter in the 14th Periodic Development Plan. MoF has improved Budget 

Formulation Guidelines in line to integrate CCFF in planning and budgeting process. Now the GoN's PFM system 

can generate CC budget allocation and expenditure reports in a structured way, which allows for review and 

analysis of budgeting and expenditure trends. Though these reform measures provide support in overall planning 

and budgeting process further reforms are needed for integrating CCFF in government budgeting system as 

stated below (Figure 6) 

Figure 6: Implemented and Planned Major Reform Activities in CCFF 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

These planned reform activities are supportive for completed reform measures and most of these planned reform 

measures have already been started in the reform process.  
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9.5 REFORM TIMELINE AT A GLANCE 
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The GoN is committed to take all necessary measures to address the challenge of CC through the national 

system. The effectiveness and sustainability of public investments depends on how well CC is integrated into 

planning and budgeting and mainstreamed into routine development programmes across ministries and line 

departments of the federal and provincial governments as well as of the local governments. Based on the 

experiences, results, and shortcomings of past measures, further reforms have been planned as part of the CCFF 

in all stages of the budget cycle, from planning to reporting and expenditure analysis at the federal level. It is 

recognized that further reform measures are needed to integrate CC finance in local and provincial level 

budgeting system in the near future. 

All relevant institutions have crucial role to play for successful implementation of this reform plan. The NPC and 

MOF have the largest roles to play in the roadmap, whereas the role of MOPE is vital in the policy aspect. 

MoFALD takes lead in reforms for CC integration at local level.  This ministry is the central level agency to 

coordinate, cooperate, facilitate, monitor and evaluate activities undertaken by local governments. PFM 

improvement at local level is needed to manage, prioritize and deliver climate finance at local level effectively in 

the new scenario.  Climate change relevant line ministries' role is also important to plan and implement CC 

activities at implementation levels. They will coordinate planning and monitoring of the CC finances and evaluate 

effectiveness under respective ministries.  

Constitutionally, OAG plays imperative role to improve accountability at different levels conducting statutory 

and performance audit. CSOs involvement is also supportive to strengthen public accountability particularly at 

local level. Finally, it would expect broad ownership of both the process and the framework at different levels to 

implement the CCFF roadmap effectively.

10. CONCLUSIONS 
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ANNEX A. KEY POLICY FEATURES OF THE CLIMATE CHANGE POLICY (2011) THAT 

ARE RELEVANT TO CCFF 
 

• Formulating and implementing the necessary strategies, guidelines and working procedures to support 

a socio-economic development that is climate-friendly and resilient 

• Linking and implementing climate adaptation with socio-economic development and income-generating 

activities to the extent possible; 

• Formulating and implementing integrated programmes taking into consideration the objectives and the 

provisions of the conventions related to climate change, desertification and biodiversity; 

• Managing the financial resources from current and future multilateral and bilateral support for climate 

change activities and the Climate Change Fund 

• Utilizing the financial resources available from national and international sources for climate adaptation, 

adverse impacts mitigation and low carbon development activities, as well as for food, health and 

livelihood security of victims of water-induced disasters, such as floods, landslides and droughts 

• Allocating at least 80 percent of available funds for field-level climate change activities; 

• Managing the fund and making it easily accessible for the climate adaptation, resilience and other 

climate change-related programmes. 

• Implementing local climate change-related programmes through local institutions by enhancing their 

capacity 

• Increasing the participation of local institutions, expertise-based federations, NGOs and civil society for 

information dissemination and capacity building of common people by involving them in awareness 

raising, training and empowerment-related activities; 
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ANNEX B. BUDGET CYCLE AND BUDGET CALENDAR 
 
Budget cycle covers all budgetary process from strategic planning to audit and evaluation. It starts from strategic 

planning to budget formulation, implementation, monitoring, reporting and then to audit and evaluation of the 

budget. Yearly budget making process generally starts with collection of information to identify the sources of 

revenues and tentative areas of expenditures. NPC prepares macroeconomic framework and the Resource 

Committee finalizes and approves it every year in October. NPC issues budget guidelines and circular to all line 

ministries with sector ceilings along with budget formats. MoF also issues budget directives, manual, norms and 

standards of expenditure. It has introduced the Line Ministry Budget Information System (LMBIS) guidelines to 

all line ministries. Line ministries circulate these budget ceilings and guidelines to departments and projects with 

added sector guidelines. Project offices submit budget proposal to the concerned departments/Project 

Coordinator Offices (PCOs). Departments/PCOs review, compile and submit it to concerned line ministries and 

line ministries submit budget proposal with necessary review to NPC and MoF. NPC and MoF finalize the draft 

of the budget. The council of ministers (the cabinet) approves the budget, which is then presented in legislative 

parliament on 15th of Jestha (Nepalese Calendar) or May end by the finance minister for approval.  

Budget calendar in budget cycle 

The dates for budget 

forecasting, ceiling 

setting, negotiating and 

budget finalizing are 

spelled out in Budget 

Formulation Guidelines. 

However, there is no 

specific law to oversee 

adherence to the fiscal 

calendar relating to 

budget process except 

constitutional provision 

to submit budget in the 

parliament on a fixed 

date. 

Local governments are 

independent to prepare 

their annual budget 

which is approved by 

their respective councils. The major sources of fund for the local governments the grant from the central 

government, locally generated revenue and shared revenue with the national government. The local government 

follow their own budget cycle, which generally coincides with the national budget cycle.  

 

  

October 
Preparation of 

Macroeconomic 

framework 

March-April 
Program & budget discussion in  

NPC & MOF 

April-May 
Budget head wise discussion in 

MOF  

May 
Final draft preparation of the 

budget  

May End (Jestha 15) 

Budget presentation in parliament 
for approval  

February 
Line ministries consolidate/ 

submit draft budget proposals 

to NPC & MOF 

End of December 
Line ministries send thresholds to 

departments and projects 

Beginning of December 

NPC sends budget   guidelines and 
ceilings to line ministries 

November 

NPC sends budget ceilings to sub-
national governments 

 
Budget Calendar 

in  

Annual Budget 

Cycle 
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Budget Guidelines 

NPC and MoF prepare budget guidelines every year and circulate it to the line ministries. The guidelines cover 

national policy and strategy, prioritization process of budget formulation, approval, execution, monitoring and 

evaluation and reporting. The budget guidelines provide direction to government agencies to link budget proposal 

with MTEF. Directives and approaches for coding the pro-poor budget, gender responsive budget and climate 

change responsive budget are also included in the guidelines with greater focus in the periodic development plan. 

Similarly, directives are also included to fill needed planning and budgeting formats through LMBIS, which is an 

online system to be filled by ministries and departments to submit budget proposal. The Budget Guidelines from 

MoF specifically mention integrating climate change into budgeting process. 

 

Prioritization criteria and planning and budgeting templates 

From the FY 2015/16, NPC has changed project/programme prioritization criteria based on; (i) general basis and 

(ii) sectoral basis, of which climate change has been mentioned as sector specific criteria under infrastructure 

development. It includes programmes and projects of Road and Transport, Urban Development, Irrigation, 

Information and Communication, Environment, Science and Technology, Energy and Local Development. The 

weight given to climate change in these areas is mentioned as 10% of the total. However, Health, Education, 

Agriculture, Forest, Industry, Tourism and Drinking Water under different sectors do not have climate change 

as prioritization criteria. There is a need to consider climate change as general criteria for prioritization for these 

sectors.  

Different templates are used for planning and budgeting, which indicate the basis of prioritization, project history, 

output indicators, MTEF related and monitoring and evaluation, etc.  From FY 2014/15, LMBIS system has become 

online in budgeting. Sectoral line ministries and departments fill these templates online to submit to NPC and 

MoF. MoF has recently taken steps to improve LMBIS, BMIS and FMIS system to track and report climate budget 

allocation and expenditure according to climate change relevancy (adaptation and mitigation). 
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ANNEX C. SCOPE OF WORK OF EXISTING CLIMATE FINANCE UNIT TO INCLUDE 

BUDGET REFORMS NEEDS 
 

hnjfo' ljQ zfvfsf] sfo{ ljj/0f   

 

o; zfvfn] hnjfo' kl/jt{g ;DjlGwlgDgcg';f/sf sfo{ ug]{ 5 M 

• Hfnjfo' kl/jt{g gLltdf ePsf] Joj:yf sfof{Gjogsfnflu k|To]s jif{ kl/kqx'g] ah]6 dfu{bz{gdf ;dfj]; 

x'g'kg]{ j'bfx? cWofjlws ug{ ;dGjo ug{]  

• dWosflngvr{ ;+/rgfsfnfluHfnjfo' kl/jt{g ;DjlGwcfjZos kg]{  >f]tsf] cfsng ;lxtsf ;"rgfx? 

cWofjlws ug]{  

• /fli6«o o]fhgf cfof]u  / cy{ dGqfnodf ljleGg dGqfnosf]  Hfnjfo' kl/jt{g ;DjlGw dGqfnout ah]6 tyf 

sfo{s|d 5nkmn x'bf zfvfsf] tkm{af6 5nkmndf ;xeflutf hgfO{ hnjfo' ljQsf] Joj:yf af/] ePsf Joj:yf 

/ k|lta4tf ;+alGw hfgsf/L u/fpg]   

• Hfnjfo' kl/jt{g gLltsf] sfof{Gjogdf hnjfo' ljQ ;+alGw cGt/dGqfno ;xsfo{sf]nflu ;dGjofTds e"ldsf 

lgjfx{ ug]{ 

• Hfnjfo' kl/jt{gsf If]qdf ;/sf/L nufgL j9fpg k|fyldlss/0fsf ef/ j9fpb} nfg kxn ug]{ 

• ljifout dGqfnox?sf] cfjZostfnfO{ b[li6ut ub]{ Hfnjfo' kl/jt{gsf]8sf nfluk|of]u ul/Psf dfkb08nfO{ 

kl/dfh{g / kl/:s[t ub]{ Hfnjfo' kl/jt{g ljQk|f?k(Climate Change Financing Framework)nfO{ of]hgftyf 

ah]6 k|0ffnL leq ;dfof]hg ug{ kxnug]{  

• aflif{s sfo{qmd th{'df ubf{ Hfnjfo' kl/jt{g sf]8sf] k|of]u ug{] ljifodf dGqfno, ljefusf ;DjlGwt 

sd{rf/Lx?nfO{{ tflndsf] Aoa:yfug{]  
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ANNEX D. TOR FOR INTER-MINSTERIAL COMMITTEE   
 

Hfnjfo' kl/jt{g ljQ Joj:yfkg k|f?k sfof{Gjog cGt/ dGqfno ;ldltsf] sfo{ ljj/0f 

(TOR of Inter-Ministerial Committee to implement CCFF Road Map) 

 
!= k[i7e"ld 

hnjfo' ljQnfO{ Jojl:yt ?kdf  Joj:yfkg  / kl/rfng u/L nlIft ju{;Dd k'¥ofpg Hfnjfo' kl/jt{g ljQ Joj:yfkg 

k|f?k (Climate Change Financing Framework-CCFF) lgdf{0f ug'{ cfjZos / clgjfo{ x'g cfpFb5 . ;+o'Qm /fi6«;+3 

ljsf; sfo{s|dsf] ;xof]udf hnjfo' kl/jt{g ljQnfO{ ;du| ah]6 k|0ffnL leq ;dfof]hg ug{ g]kfn ;/sf/n] Hfnjfo' 

kl/jt{g ljQ Joj:yfkg k|f?k (CCFF) lgdf{0f u/]sf]] 5 . o; cGtu{t ;/sf/sf] hnjfo' kl/jt{g gLlt / of]hgfnfO{ 

k|efjsf/L ?kdf sfof{GjogsflglDt of]hgf tyf ah]6 k|s[ofsf ljleGg r/0fdf ;+nUg lgsfosf] ;+:yfut ;'wf/ u/L 

hnjfo' kl/jt{gnfO{ ;fj{hlgs ljQ Joj:yfkg (Public Financial Management) leq Plss[t ug'{kg]{ x'G5 .  

 

Hfnjfo' kl/jt{g ljQ Joj:yfkg k|f?knfO{ ;/sf/sf] ah]6 k|0ffnL leq Plss[t ug]{ ;Gbe{df sltko sfo{x? ;DkGg e} 

;s]sf 5g\ eg] s]xL sfo{x? x'g] qmddf 5g\ . hnafo' kl/jt{g ah]6 sf]8 nfO{ Jojl:yt ?kdf ;/sf/L ah]6 k|0fnL 

leq nfu' ug]{ g]kfn ;+;f/s} klxnf] b]z xf] . g]kfnn] ;g @)!! Dff hnjfo' kl/jt{g If]qdf ljlgof]hg ePsf] ah]6 / 

vr{ Plsg ug{ Climate Public Expenditure and Institutional Review (CPEIR) cWoog u/L cfly{s jif{ 

@)&).@)&!  b]lv hnjfo' kl/jt{g sf]8 nfO{ ah]6 k|0ffnL leq ;dfof]hg ul/;s]sf] 5 . o; k|s[ofnfO{ lgb]{lzt ug{ 

CCFF sf] Background paper, Climate Change Financing Framework  / CCFF Road Map h:tf b:tfj]h ;d]t 

tof/ e} CCFF Road Map df pNn]v ePsf sltko s'/fx? sfo{Gjog ePsf / sltko s'/fx? sfof{Gjogsf r/0fdf 

/x]sf 5g\ . 

 

/fli6«o of]hgf cfof]un]  klxnf] k6s !$ cf} cfjlws of]hgfsf] cjwf/0ff kqdf hnjfo' kl/jt{g ;+jlGw bL3{sflng 

;f]r, pW]Zo, /0fgLlt, sfo{gllt / ck]lIft pknlGw h:tf s'/fx? pNn]v u/L hnjfo'  kl/jt{gsf s'/fnfO{ dxTj lbPsf] 

5 . hg;+Vof tyf jftfj/0f dGqfnon] 5'6\6} hnjfo' kl/jt{g ljQ zfvf :yfkgf u/L o; If]qdf x'g] nufgLnfO{ Jojl:yt 

ug{ vf]h]sf] b]lvG5 . o;}u/L :yfgLo txdf x'g] hnjfo' kl/jt{gsf] l:ylt yfxf kfpg DofUbL nufot cGo $ lhNnfdf  

lhNnf txsf] CPEIR cWoog ;DkGg e} ;s]sf] 5 . lo ;a}sf] ;f/f+z k|ltj]bg k|sfzgsf] tof/Ldf /x]sf] 5 . hnjfo' 

kl/jt{g If]qdf ePsf] vr{nfO{ 6«oflsª ug]{ ;+jGwdf cy{dGqfnosf] BMIS Climate Change Master Table nfO{ 

dxfn]vf lgoGqs sfof{nodf /x]sf ] FMIS ;u lnÍug]{ sfo{ ;d]t ;DkGg e} ;s]sf]] 5 . cfly{s jif{ @)&$÷&% b]lv 

LMBIS, BMIS / FMIS k|0ffnL nfO{ kl/dfh{g u/L  ;f] k|0ffnLaf6 af6 hnjfo' kl/jt{g ;DjlGw cg's'ng / Go"lgs/0f 

;d]t b]lvg] u/L ah]6 cg'dfg / oyfy{ vr{ ;DjlGw  ljleGGf k|s[ltsf k|ltj]bg tof/ x'g] kBltsf] lasf; ePsf] 5 . 

;/sf/sf] cfly{s ;e]{If0f b:tfj]hdf hnjfo' kl/jt{gdf ul/Psf] vr{af6 If]qut ?kdf ePsf pknlJwx?nfO{ ;dfj]z 

ug{ klg yflnPsf]5 . CCFF nfO{ ;/sf/L ah]6 k|0ffnL leq Plss[t ug]{ ;DjGwdf cfufdL lbgx?df hnjfo' kl/jt{g 

sf]8nfO{ kl/lis[t ub]{ nfg] nufotsf sfo{x? lg/Gt/ ?kdf g} e}/x]sf 5g\ .  

 

@=Hfnjfo' kl/jt{g ljifonfO{ Aoal:yt / k|efjsf/L?kdf sfof{Gjog ub{]nfg] lznl;nfdf CCFF cGt/ dGqfno ;ldlt 

u7g ug'{sf] d'Vo pW]Zo Hfnjfo' kl/jt{gsf] ljifo cGt/ lgsfo ;DjlGw (Cross cutting) ljifo ePsfn] o; ;DjlGw 

s[ofsnfkx? ;+rfng ubf{ ;dGjofTds ?kdf ;+rfng ug'{ g} xf] .  ;/sf/n] c+lusf/ u/]sf hnjfo' kl/jt{g gLlt / 



45 
 

of]hgfnfO{ ;/sf/L ljQ Joj:yfkg leq Plss[t u/L  s]Gb| b]lv :yfgLo tx;Dd ljleGg lgsfoaf6 ;+rfng x'g] 

sfo{s|dx?nfO{ k|efjsf/L ?kdf ;+rfng ug{ ;dGjofTds e"ldsf k|bfg ug'{ Hfnjfo' kl/jt{g ljQ Joj:yfkg k|f?kcGt/ 

dGqfno ;ldlt u7g ug'{sf] csf{] d'Vo pW]Zo xf] . o;sfnflu cy{dGqfnosf] ah]6 tyf sfo{s|d dxfzfvfsf ;x  

–;lrjsf] ;+of]hsTjdf hnjfo' kl/jt{g ;DjlGw d"Vo d'Vo e'ldsf lgjf{x ug]{ ljleGg dGqfno / lgsfosf k|ltlglwx? 

;b:o /xg]u/L Pp6f ;ldlt u7g ug'{ cfjZos x'g cfpF5 . 

 

#= ;ldltsf] :j?k 

o; ;ldltsf] :j?k lgDg cg';f/sf] x'g]5 M 

-s_ ;x–;lrj, cy{ dGqfno ah]6 tyf sfof{s|d dxfzfvf  ;+of]hs 

-v_ sfo{s|d lgb]{zs, /fli6«o of]hgf cfof]u jftfj/0f zfvf ;b:o 

-u_ pk–;lrj,hg;+Vof tyf jftfj/0f dGqfno,hnjfo' kl/jt{g ljQ Joj:yfkg zfvf ;b:o 

-3_pk–;lrj ;+3Lo dfldnf tyf :yfgLo ljsf; dGrfno, jftfj/0f zfvf ;b:o 

-3_pk–;lrj s[lif ljsf; dGrfno, jftfj/0f zfvf ;b:o 

-3_pk–;lrj jg tyf e";+/If0f dGrfno, jftfj/0f zfvf ;b:o 

-8=_pk–dxfn]vf lgoGqs dxfn]vf lgoGqs sfof{no tTYof+s tyf ljZn]if0f zfvf ;b:o 

-r_ pk–;lrj cy{ dGqfno ah]6 tyf sfof{s|d dxfzfvf  ;b:o ;lrj 

 

;+of]hsn] cfjZostf cg';f/ hnjfo' kl/jt{g ;u ;DjlGwt cGo dGqfnosf k|ltlglw / ljleGGf If]qsf ljifo lj1nfO{ 

;d]t ;f] a}7sdf cfdGq0f ug{ ;Sg]5g\ .  

 

$= ;ldltsf sfdx? 

o; ;ldltsf sfo{x? d'Vot lgDg cg';f/ x'g] 5g\ M 

• Hfnjfo' kl/jt{g ljQ Joj:yfkg k|f?k tyf o; cGtu{t ul/g] sfo{sf] sfof{Gjogsfnflu ljleGg lgsfox? ljr 

;dGjoug{] . 

• gLlt lgdf{0fstf{nfO{ lgoldt ?kdf hnjfo' kl/jt{g ;+jlGw If]qut sfo{s|dx? Afh]6 tyf sfo{s|ddf Plss[t 

ug{ cfjZos ;"rgf k|bfg ug]{ . 

• hnjfo' kl/jt{g ;+jlGwt dGqfnox?df hnjfo' kl/jt{g ;+jlGw sfo{s|dx? k|efjsf/L / ;dGjofTds ?kdf 

sfof{Gjog ug{ ;Nnfx / ;'emfj k|bfg ug]{ / sfo{s|d sfof{Gjogdf s'g} sl7gfO{ cfO{k/]df ;f]sf] ;dfwfgsfnflu 

kxn ug]{ . 

• hnjfo' kl/jt{g ;u ;+jlGwt dGqfnodf sfo{/t of]hgf tyf ah]6 ;+u ;DjlGwt sd{rf/Lx/nfO{ hnjfo' 

kl/jt{g If]qdf ePsf] vr{ 6«oflsË  ug{ / ;f] af6 ePsf pknlJw ;d]tsf] ljZn]if0f ug{ ;'emfj / lgb]{z ug]{ 

. 

• hnjfo' kl/jt{g ;+jlGw dGqfnox?df ah]6 Joj:yf / vr{sf] cfjZostf cg';f/ cg'udg u/L gLlt lgdf{0f 

txdf ;'emfj k|bfg ug]{ . 

• hnjfo' kl/jt{g of]hgf;++u lnË x'g]u/L hnjfo' kl/jt{g ;+jlGw dGqfnonfO{ d'Vo d'Vo sfo{ ;Dkfbg ;"rsx? 

(Key performance Indicators –KPIs) lgdf{0f / sfof{Gjog ug{ ;xof]u k'¥ofpg] .  

 

;ldltsf] a}7s ah]6 rqmsf] ljleGg r/0fdf cfjZostf cg';f/ a:g] 5 .  
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