Terms of Reference of Verification Agent
For
Disbursement Linked Indicators (DLi) - 4

1. Background

project implemented by the Department of National ID Civil Registration (DONIDCR) under the Ministry
of Home Affairs (MOHA). The project supports the Department’s Civil Registration (CR) and the Social
Security Allowance (SSA} program and aims to improve the coverage of SSA and CR, and the delivery of
SSA. Over a five-year period, the project is expected to support: (a) expanded coverage of CR and SSA;
and, (b} improved delivery of SSA via transition to e-payments in selected Local Levels and improved
overall business process for SSA service delivery. These will be supplemented by institutional
strengthening at both federal and local levels to ensure sustainability of the gains of the first two
objectives.

The DONIDCR is the agency charged with managing CR and administering the SSAs in Nepal. The SSA is
the largest of the social protection assistance program in Nepal reaching about 3 million individual
beneficiaries. For the SSA program, the Department has traditionally relied on manual recording of
beneficiary information and cash payments by local officials. To address issues of potential duplication,
under-coverage, and weak oversight, the Department has switched to maintaining electronic database of
all beneficiaries and is gradually transitioning to electronic payment of benefits. As per the revised e-
Payment Strategy for the delivery of SSAs, each Local Level {LL} can contract a Payment Service Provider
(PSP, Banks or financial entities} to deliver the SSAs.

The LLs are responsible for the following:
+ Generate list of beneficiaries and amounts payable and provide to the PSP {(forward feed).
» Disburse estimated amount to the PSP.
* Receive and verify reconcifiation report from contracted Bank.

The PSP is respensible for the folowing:
* Receive the list of beneficiaries along with the amounts payable from the Local Level,
+ Credit the account of beneficiaries with the $SA amount
* Ensure that beneficiaries can access the payments. The PSP can provide payments via bank
branches, ATMs, branchless banking or payment camps as per the agreement with the LLs.
+ Provide payment report to the respective LL via. Reverse feed.

Under the project, the Government has committed to paying S5As electronically in 190 Local Levels, list
of local level and their approximate beneficiaries are as per annex 1. The project component for e-
Payment is financed against Disbursement Linked Indicators (DLIs) whereby the government will be
reimbursed for achieving defined indicators. The three indicators are as follows. The details of DLIs and
the verification protocol is in Annex 2.
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DL 2 Number of LLs with contracts/agreements with Payment Service Providers for delivery of SSA

Du-3 Dropped
DU 4 Number of LLs with three consecutive installments of SSA payments delivered via e-payments.

For a payment method to qualify as ‘e-payments,’ SSA benefit payments must be delivered by a PSP, based
on a specific contract or a general agreement with the LL, through individual accounts in the names of the
beneficiaries with a two-factor authentication of the identities so as to ensure the right person receives
the right amount of SSA benefits in each payment cycle. E-payments must cover at least 50% beneficiaries
in their respective jurisdiction in each LL for the indicator to be achieved, based on data from MIS

For DLIs 4, the PMU must present payment delivery and reconciliation reports generated from MIS,
including:

details of SSA amount as per MIS,

amounts transferred to the PSP(s) from LL,

the beneficiaries to be paid per PSP,

payments made to each of the beneficiary accounts by the PSP(s),

instances of bounce-back and the amount(s} involved, and

The balance amount returned to Local Level/DONIDCR.

o QN oo

Achievement of DLl 4 must be verified by a third party which will serve as the verification agent. PMU
must present verification reports by way of audits/spot checks of a sample of payment transaction records
by the verification agent. The sample size for verification will be 20% of all transactions in each of the 190
LLs for remote verification; and 20% of LLs (38 Lts) for field visits.

2. Objective of Assignment
¢ To verify of SSA distribution as per e-Payment Strategy.
* To verify DL1 4 that LLs have made three consecutive instalments of SSA payments via e-
payments.
¢ To identify areas of risks in implementing e-payment and recommend controls to address them.
* Toreview the process /system of overall SSA delivery.

3. Scope of Work

The Agent will carry out the verification of the process of electronic payments that have been made as
per the e-Payment strategy, Project operations manual and agreements with Bank delivering SSA. The
work will include verification of transactions both from DoNIDCR office and Field visits as per the
following:

A. The agents will verify the payments made to the beneficiaries of the right amount, transferred within
the right time and to the right person’s account.

This will be verified by:

a) Cross-checking the DONIDCR MIS and the contracted banks’ system, using identification for SSA
beneficiaries’ phone number or national ID number or citjzenship number.
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The agent will also confirm that the bank’s requirement of two factor identity authentication

process for the beneficiaries to access their accounts,

B. The agent will review that the payments are made as per the e-payment strategy, including

a)

b)

c)

The bank and LL has a contract that was accepted as DLI 2, which requires that a) the contract is at
least a 3 year contract; b) has provision for nominees or door step delivery.

Within each LL that is visited for process/system review, that at least 50% of the beneficiaries are
reached through e-payments, through a comparison of the list of all beneficiaries in the DONIDCR
MIS and bank’s list of beneficiaries in that LL

That reconciliation has occurred, with instances of bounce-back and the amount(s) recorded in the
bank system and the DONDICR MIS and the relevant the balance amount returned to DONIDCR.
For this, the agent will track the fund flow at each level including:

e Amount transferred from DONIDCR to Local Levels (based on LMBIS data provided by the
DONIDCR) and any amount returned or due to be returned to DONIDCR (based on DTCO
records)

s Amount transferred from Local levels to the PSPs {(based on forward feed/details of
beneficiaries and benefit amounts provided by the LL and checks/bank transfers issued) and
any amount returned or due to be returned to the LL based on provided report.

e Amount transferred from PSPs to the beneficiaries (based on bank system and reverse feed)
and any amount reverted to LLs due to beneficiary no longer being eligible as per LL decisions.

in addition, the agent will conduct an end-to-end process/system review to identify areas of risks
and recommend controls required to address those risks.

C. The verification agent will review the following in addition to other documents/systems deemed
necessary;

a)
b}
c)
d}
e)

f)

MIS maintained by DONIDCR

E-Payment agreements between PSPs and the LLs
Reports from banking system/software in the PSP
Reports provided by the above systems

Process and reports of DTCOs

Information systems, procedures and reports of LLs

D. Sample size;

a}

b)

20% of all transactions to be verified remotely in each 190 Local Levels over the three instalments.
e.g. If a LL has 1,000 beneficiaries, over the year there will be 3,000 transactions. Out of the 3,000,
the agent needs to verify 600 transactions across the three instalments.

20% of LLs to be visited for process/system review in each claim, a total of 38 out of 190 LLs. The
sample should ensure rural-urban municipalities, geographic and provincial representation. In
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case, more than one PSP is serving in one LL, the system review should cover all the P5Ps in that

LL.
c) 20% of all transactions to be verified during the process/system review in each of the 38 LLs.

4. Deliverables
The deliverables from the engagement wili be LL wise Verification Report providing following details:

A. Verification of SSA distribution as per e-Payment Strategy in the sample visited
B. Verification of DL 4 is aligned or not with verification protocol in the sample, covering findings
from:

o Remote verification, including deviations and exceptions observed in the payment
process, if any.
o End-to-end process review, including identification of risks and recommendation

5. Reporting requirerments
The Agent will report to the Director responsible for SSA at DONIDCR.

o Two Verification reports, first report covering those LLs that have completed three consecutive
instalments at the end FY 2077-78 expected in Jul-August 2021, and second report for the
remaining LLs following the first instalment in FY 2078-79 by Nov 2021.

6. Duration of Assignment
Estimated period of the assignment is 5 months, July to November 2021.

7. Qualification of firm
a. The Verification Agent must be an agency which has the following qualifications:
* A minimum of five years of professional experience in financial auditing.
*  Work experience with Government entities, with at least one recent assignment. Experience
working with local governments will be an added advantage.
* Experience with similar assignments, i.e. any audit for specific program, function or activity.

b. Key-Experts Requirement

The team should consist of nine experts including one Team tead (Practicing Chartered Accountant),
one e-payment specialist, IT and Seven e-payment process review officers. The qualification of CA, one
e-payment specialist, IT, Seven e-payment process review officers are described below:

i. Team Lead/Practicing Chartered Accountant-

A minimum of Chartered Accountant or equivalent of Chartered Accountant and at least 5 years of
relevant professionat experience in financial audit related field. Experience in public financial
management will be preferred. The Team Lead/Practicing Chartered Accountant will be responsible
for designing work plan, mobilization of team, collecting report and analyzing information, compile,
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submission of required reports to client, and activities pertaining to the activities mentioned in this
ToR.

S/he should possess very good interpersonal, technical skills, as well as proficiency in written and
spoken English and Nepali language.

il. e- payment specialist, IT-

A minimum of bachelor’s degree on information Technology (IT) or equivalent, and at least 3 year' of
professional experience in information system audits including at least one-year experience in
payments/ banking. The e-payment specialist will be responsible for verification of data exchange on
Forward Feed/Reverse Feed with banking system in the PSP and prepare and validate report and
activities pertaining to the activities mentioned in this ToR. S/he will be stationed in DoNIDCR from
initial period tc end.

iii. e-payment process review officer -

Bachelar's Degree in finance or equivalent and minimum m3 years working experience in related field
.The working area of this authority shall be in LLs of provinces discharging the duties as mentioned in
scope of work and performance based conditions (PBC].

The Firm must assure the availability of aforementioned experts for undertaking the assignment.
Besides this, the firm may propose for additional team member according to the scope of work in RfP
phase.

Interested bidders must provide financial information regarding net worth, pending litigation and
self- dectaration about no-breach of contract, in addition to company profile, in the EOI.
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