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Introduction 

1. This Program Operations Manual (POM) is intended to be used primarily for the 
oversight and implementation of the Local Governance and Services Delivery Program 
(LGSIP), which is supported by the World Bank, Danish Government, Belgium 
Government, Swedish International Development Cooperation Agency (SIDA), Swiss 
Agency for Development and Cooperation (SDC), German Development Bank (KFW), 
and German Technical Cooperation (GIZ). The POM is a guide and reference for the 
Ministry of Local Government (MoLG), the Municipal Development and Lending Fund 
(MDLF), and Local Government Units (LGUs) on overall Program objectives, approach, 
and implementation arrangements. The POM is also a guide and reference for 
determining the eligibility, allocation, identification, selection, design, 
implementation, monitoring and evaluation, and operations and maintenance of 
activities under the Program, and the responsibilities of the various Program 
stakeholders to ensure that the Program meets its Development Objective within the 
Program envisaged timeframe.  

 
2. This POM is intended mainly for the following: 
 

 Staff of the MoLG centrally as well as in District offices 

 Staff of MDLF 

 Staff of local government units, including Village Councils and JSCs; 

 Other relevant stakeholder institutions and ministries, as needed, including the 
Ministry of Finance and the Ministry of Environmental Affairs; 

 Consultants, contractors appointed to carry out certain activities as described in the 
Program Appraisal Document and detailed in this POM;  

 Development Partners; 

 The Independent Verification Agent appointed under the Program, as described in the 
PAD and elaborated in this POM;   

 
3. This POM is an operational guide for all activities supported under the LGSIP, whether 

through the Program for Results (PforR) instrument, or through parallel financing, and 
has been prepared in a manner that is fully consistent with the rules and regulations 
of the Government Systems applicable to LGSIP, and in accordance with the 
requirements and core principles of the World Bank’s OP/BP 9.0. As such, MoLG, 
MDLF, LGUs, and all other Program users shall adhere to the procedures detailed 
under this POM, for the implementation of LGSIP activities.  

 
4. This manual was prepared by the MDLF, in its capacity as the Program Secretariat, 

with the active participation of the MoLG. The POM shall be seen as a living document, 
and therefore, the contents of this POM may require periodical updates, as agreed 
with the World Bank and other DPs, based on implementation on the ground and 
lessons learned. Any updates/revisions to the POM or its Annexes will be subject to 
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the World Bank’s prior approval. Some activities described under the POM that are 
subject to parallel financing may require the approval of Program parallel financiers. 
As such, the MDLF would be responsible for seeking the approval of the relevant 
parallel financier.   

 
5. This POM was approved by the World Bank on May 8, 2016, and adopted by the LGSIP 

Program Committee on May, 2016, and concurred with by the Bank on 
_______________.  
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Background 

6. The PA formulated a Village Support program to respond to the institutional and 
financial challenges that VCs face. The PA Village Support program focusses 
attention on VCs’ service delivery responsibilities and provides technical, 
institutional and financial support to VCs through a combination of PA budgetary 
support as well as specific Technical Assistance (TA) and investment support by 
DPs. The Village Support program channels budgetary resources, including the 
Transportation Fee, and specific earmarked subsidies to the MoLG for 
infrastructure development in villages. The PA program also includes specific 
investment support for infrastructure projects in “Area C”, financed by DPs.  

7. Despite the support provided to date, institutional challenges related to 
sustainable financing and accountable service delivery remain. The PA recognizes 
that the current financing model is ad-hoc, too opaque and needs reforms to make 
it transparent and predictable. Although a clear policy directive exists for 
establishing JSCs1 to address VC capacity constraints, sufficient incentives need 
yet to be built into the system to facilitate the formulation, financing and 
implementation of joint projects among several small VCs. Selected VCs that have 
the size and capacity to evolve into viable local authorities need further 
institutional support through a combination of incentives and capacity building 
that will enable them to function as accountable and financially sustainable local 
governments.  

8. The PA has made the strategic choice to reform key areas of its Village Support 
program, focusing on institutional strengthening and reforming the financing 
mechanism to improve service delivery in villages. The PA requested the World 
Bank to formulate a results-based Program to support the above results areas 
under the PA’s Village Support program. This reflects a strategic shift with which 
the PA intends to move away gradually from an “infrastructure delivery” approach 
with specific sub-projects implemented in a centralized manner towards a more 
decentralized mode embedded in a sector-wide programmatic approach focusing 
on local government performance and accountability. An integral element of this 
approach it the PA’s intention to reform the local government financing system, 
including through a reform of the Transportation Fee allocation and disbursement 
mechanism. The Local Governance and Services Improvement Program (LGSIP) 
responds to this intention of the PA. 

9. LGSIP would be embedded in the broader LG sector reform that requires 
institutional, policy and investment support at both the local and central level. 
However, to date no systematic approach exists to reach beyond municipalities 

                                                           
1 Or other forms of joint service delivery by LGUs e.g. a municipality providing services on behalf of a 

VC.   
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supported under the Municipal Development Program (MDP). A longer-term 
roadmap towards comprehensive LG sector reform is needed, including 
mainstreaming of good practices into the formal government system. While LGSIP 
would provide financing targeted at villages, the program would also support 
initiating key policy and institutional reforms at the central-level that are critical 
for both VCs and municipalities, including an overdue reform of the LG financing 
system and establishing a strong framework for joint service provision. While 
LGSIP and MDP are two elements of one integrated sector approach that would 
eventually converge over the medium to long term, there is no shortcut: MDP 
cannot address capacity and investment constraints in villages; and VCs cannot 
leapfrog into a performance-based conditional grant scheme. Existing institutional 
arrangements in the LG sector will need to evolve further to deliver optimal results 
for decentralized service delivery. LGSIP would support strengthening the PA 
systems for improved local government financing and service delivery; and allow 
the MDLF to further develop its mandate as the PA’s preferred instrument to 
mobilize and channel investment funds to local authorities. 
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1. Program Description and Objectives  

2.1  Program Scope 

2.1.1 The PA program: Palestinian Village Support program  

10. The LGSIP will support the PA in implementing the Palestinian Village Support 
program. The PA program consists of delivering infrastructure at the village level 

through a combination of investment support in the 275 VCs with specific support 
to the investment requirements in “Area C”, coupled with implementation 
arrangements to address VC capacity constraints.  

11. The PA program finances infrastructure development in villages through 
Transportation Fee revenue sharing and other subsidies to the MoLG. The 
Transportation Fees amount allocated to VCs was NIS13.5 million (US$3.8 million) 
in 2012 and NIS14.2 million (US$4 million) in 2013, equivalent to around 15 
percent of the total Transportation Fees allocated to LGUs.2 The MoLG intends to 
increase this amount under the Palestinian Village Support program to provide 
additional resources and reform incentives to VCs. Under the LG program in the 
NDP 2014-2016, the PA allocates a total budget of US$140 million for local capital 
expenditures, including for capital investments in VCs. These budgetary 
allocations are invested in specific infrastructure investment projects based on 
project proposals submitted by VCs and financed by DPs. To address the 
investment requirements of “Area C” communities, the PA provides specific 
investment support through DP financed projects in the total amount of around 
US$16 million, with additional allocations planned up to US$12 million. Both the 
MoLG and DPs provide TA to strengthen the capacity of VCs in specific areas, 
including but not limited to participatory planning, social accountability, local 
government administrative and financial systems, inter-village collaboration, and 
joint service provision. Budget allocation estimates in the following are based on 
projections from the PA and commitments made by DPs to the MoLG with a total 
estimated program financing of US$60 million. 

12. The Palestinian Village Support program has a five year duration from 2016-2020 
and comprises the following sub-programs: 

Sub-program One: Delivery of Local Services by VCs (estimated budget allocation of 
US$22 million) 

13. The PA provides financial support to LGUs through annual budget allocations to 
the MoLG, including for capital and operating costs related to delivering local 
services by VCs. However, funding falls short of the financing needs and most VCs 

                                                           
2 The “Transportation Tax distribution Committee" at the MoLG receives the full lump sum of 

Transportation revenue for a given year from the MoF and allocates it based on annually adjusted criteria.  
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rely on extra-budgetary support for capital investment funding, including from 
DPs. VCs meet their recurrent expenditure needs mostly through cross-subsidies 
from revenue-generating services and a diversion of the Transportation Fee 
transfer, although Transportation Fees collected by the PA have the intention to 
support capital investments in VCs through an annual allocation to MoLG. 
However, funds are allocated and disbursed in an ad-hoc and opaque manner. 
Since VCs do not know in advance when and how much financial support they 
would eventually receive, this practice causes large variations of planned vs actual 
budgets and accumulating arrears. As a result, most of the capital investments 
receive funding in response to a call for proposals, including from the MoLG, based 
on which VCs submit specific project proposals. Funding availability for individual 
VCs differs from year to year based on the priorities defined by the MoLG. 
Generally, the preparation and execution of those projects are then handled 
directly by MoLG, either through JSCs or through contractors with little or no 
involvement of the VCs. Many of the JSCs have been established as a result of 
external support and become inactive once the support ceases as they are not 
viable on their own.  

14. The PA wants to reform capital investment financing and execution in VCs with 
the intention to establish sustainable financing arrangements for service delivery 
in villages and to align institutional capacities and incentives with accountable 
service delivery. To that end, the PA plans to put in place a formula-based fiscal 
transfer system that will allocate and disburse annual capital grants to VCs in a 
transparent and predictable manner. The PA will pilot the transfer system through 
the LGSIP, but eventually aims at scaling up the program to include the 
Transportation Fee and other budgetary allocations to VCs, reform the existing 
system making it more transparent and predictable and enlarge the per-capita 
grant allocation provided to VCs. The PA program also intends to scale-up and 
mainstream a model of local development planning that is inclusive and 
institutionalizes participation by citizens in the local development process. With 
the support from DPs, the MoLG is building local capacities to prepare Strategic 
Development and Investment Planning (SDIPs) and Annual Capital Investment 
Plans (ACIPs) in a participative manner to strengthen voice and accountability in 
the local planning and investment process. Although this model has been 
practiced in selected villages, it is not yet fully applied across the West Bank. 

Sub-program Two: Infrastructure Service Delivery through Joint Projects (estimated 
budget allocation of US$18 million) 

15. The PA program will reinforce the need for VCs to formulate and implement joint 
projects to pool scarce resources, reap the benefits of scale economies, and build 
sustainable local implementation capacities. In line with the PA’s intention to 
consolidate the LG sector and strengthen the role of JSCs as a service operation 
and implementing entity for LGUs, this sub-program would provide financing for 
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joint projects to be executed by JSCs. The financing provided will serve as an 
incentive for joint project formulation in the nature of seed capital that should be 
used to leverage additional financing from DPs and financial institutions. The PA 
also intends to improve performance of joint service provision and gradually 
phase out those JSCs that are not sustainable. 

16. Activities under this sub-program would be in the nature of medium- to large-scale 
capital investment projects that cannot be funded through an annual fiscal 
transfer system. Hence, the PA intends to use a specialized agency, such as the 
MDLF, who has the expertise and capacity in putting together larger scale capital 
investments and to enable VCs to plan and formulate bankable project proposals 
that can attract co- and parallel financing. 

Sub-program Three: Capacity Support for strengthening Local Governance Institutions 
(estimated budget allocation of US$4 million) 

1. MoLG is currently providing institutional development and capacity building support to 
VCs with the assistance from several DPs. However, approaches differ and include (i) 
establishing clusters for amalgamation and forms of inter village-cooperation (BTC and 
Danida); (ii) developing systems for revenue collection (GiZ, UNDP, Danida); (iii) planning 
and capacity building for infrastructure development (EU, DFID, UN-Habitat, GiZ, BTC); 
(iv) support to local government policy development and reform (GiZ, BTC, Danida); and 
(v) joint service delivery for selected local services (JICA, BTC). However, these programs 
have a limited geographic scope benefitting a selected number of VCs only; apply 
different approaches for capacity building, institutional strengthening and local 
planning; and use fund allocation and selection criteria that are not aligned, providing 
different incentives to VCs. 

2. The MoLG also has put in place a Human Resource Development Strategy for the 
calendar years 2015- 2017, out of which a Departmental Training Plan for MoLG staff 
was developed. However, the latter was not fully linked to the MoLG’s strategic pillars 
and sector results indicators, and was not accompanied with a financing plan. Hence, 
the PA program intends to sharpen its approach for capacity building and provide more 
targeted capacity support to VCs and JSCs in line with their key roles and responsibilities. 
Core local governance systems would be strengthened to support LG sector 
consolidation, taking into account required minimum capacity. These include 
institutional systems, including planning, financial management, monitoring; and 
accountability systems, such as grievance and complaints handling systems, auditing 
and oversight. In line with the PA’s intention to enable large VCs to evolve into cluster 
centers and eventually become municipalities, the PA would also strengthen their 
project implementation capacities. For the small VCs, the PA intends shifting 
implementation responsibilities to JSCs, subject to their capacity and adherence to a 
good governance framework for joint service provision. 
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3. Activities under this sub-program will be implemented through existing training 
resources within the PA wherever feasible, and through consultants and external 
experts as necessary. The MoLG will also ensure that the ongoing TA and capacity 
support provided by various DPs are coordinated and aligned with the program goals. A 
Capacity Development Plan will be developed by the MoLG and be updated on an annual 
basis. This Plan would build on on-going efforts by the MoLG to implement its Human 
Resource Development Plan (2015-2017) but will outline capacity and institutional 
support required at both the central and local level, i.e., the MoLG, VCs and JSCs.  

Sub-program Four: Infrastructure Investments in “Area C” (estimated budget allocation 
of US$16 million) 

4. One of the PA’s main priorities is to improve service delivery and citizen participation in 
all 241 villages, including resilience of marginalized communities located in “Area C”, 
which are facing serious constraints of access to services due to restrictions imposed by 
the Israeli Civil Administration (ICA) on permits for local service infrastructure and 
delivery. The sub-programs in “Area C” are implemented mainly by the EU3, SDC, and 
Austria, Italy and Sweden through the UNDP, and will run in parallel to the Program 
supported through this operation, presented further below.  

5. The sub-program will provide funding for infrastructure investments in marginalized 
communities in VCs with a minimum population share of 60 percent residing in “Area 
C”. This will include those VCs which, due to their location, are disconnected from other 
surrounding LGUs. This separation makes it impossible to consolidate with other LGUs 
and difficult to collaborate within joint service delivery arrangements. The allocation 
formula will be the same as the PA per capita allocation formula for VCs (see below in 
PforR Program). The VCs would also need to have a participatory investment plan to be 
eligible for financing under this sub-program. However, no additional eligibility criteria 
would apply. The sub-program will secure implementation of direct investments to 
cover service delivery in marginalized communities and vulnerable VCs, which cannot 
be reached by the PforR operation. Investments will be financed from the VCs’ per capita 
allocations and executed by the MDLF.  

2.1.2  The “Program”: Local Governance and Services Improvement 
Program (LGSIP) 

6. Through the LGSIP, the PA will pilot a fiscal transfer system for Unconditional Annual 
Capital Grants financing VCs, a Conditional Capital Grant for investments in joint 
projects, along with institutional and capacity building support. Table 1 below 

                                                           
3 The EU support finances investments in Area C which are identified from action plans developed from 9 

existing statutory outline plans developed in a participatory manner during previous interventions. The 

statutory outlines plans are considered by the EU as approved if no major objection has been raised within 

18 months following the submission of the plan by the VCs to the ICA. The action plans are developed by 

MDLF thereafter, which also implements the sub-program’s investments. 
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summarizes the PA Village Support Program and the support from the World Bank and 
other DPs through the LGSIP (highlighted).  

Table( 1): The PA Palestinian Village Support program and LGSIP 
(highlighted), 2016-2020 

Sub-program One: 
Delivery of Local 
Services by VCs 

Sub-program Two: 
Infrastructure 

Service Delivery 
through Joint 

Projects 

Sub-program 
Three: Capacity 

Support to 
strengthen Local 

Governance 

Sub-program Four: 
Investments in 

“Area C” 

Annual Capital 
Grants to VCs 

(Formula based 
fiscal transfers to 
VCs subject to 
meeting the 
eligibility criteria 
on an annual 
basis) 

Conditional Capital 
Grants to VCs for 
investing in joint 
projects 

Capacity Support 
provided to VCs 
and JSCs to 
strengthen their 
institutional and 
management 
systems 

Donor financed 
specific 
infrastructure 
investments in 
“Area C” 

Own Source 
Revenues of VCs 

Donor supported 
specific investment 
projects in JSCs 

Donor financed TA 
and capacity 
support in specific 
technical areas 

 

Donor supported 
specific 
investment 
projects in VCs 

Program Development Objective (PDO) 

7. The PDO is to strengthen the local government financing system and improve local 
service delivery in Program villages.  

8. Geographical Scope. The Program will include all 275 VCs, except those 34 VCs with a 
population share of more than 60 percent residing in “Area C”. Although those VCs may 
still benefit from capacity building support under LGSIP, the Program will not finance 
any investment activities in “Area C” since this would be covered by the PA program 
with parallel financing from other DPs. Hence, the Program would finance capital 
investment grants for a potential pool of 207 VCs. However, the actual number of VCs 
to benefit from annual capital investment grants is subject to the share meeting the 
Program eligibility criteria and will be determined in the annual eligibility assessment. A 
minimum of 40 percent, equivalent to around 83 VCs, are expected to meet the 
eligibility criteria in the first year of annual investment grant allocation. The scope of the 
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Program will not include the Gaza Strip, as there are no VCs but only municipalities in 
Gaza.  

9. Duration. The Program will be implemented for five years, from January 2016 to 
December 2020.  

2.2 Program Financing 

10. Overall Program resources in the amount of US$20.0 million would be available for 
LGSIP. The World Bank will finance US$18.0 million for the PforR from the Trust Fund 
for Gaza and the West Bank (TFGWB) with co-financing from the Partnership for 
Infrastructure Development (PID) Multi-Donor Trust Fund (MDTF). The PA would 
contribute US$2.0 million equivalent to the Program, to be sourced from the 
Transportation Fee allocation to LGUs.  

11. Financing in the amount of US$5 million has been secured from the TFGWB. Co-
financing of US$13.0 million would be provided from the PID MDTF, which is currently 
being replenished with contributions expected to be formally committed by December 
2015. To avoid a financing gap for the Program, the TFGWB Grant Agreement will 
include a dated covenant with the condition for the Co-financing Agreement to become 
effective. The effectiveness deadline for the Co-financing Agreement would be June 30, 
2016.4  

 

  

                                                           
4 DPs have expressed their interest to provide additional contributions to the PID MDTF, including for co-

financing of LGSIP. Sweden has communicated to the Bank in a formal letter its intention to provide 

supplemental funding to the PID in the amount of US$20-30 million by December 2015. A more formal 

commitment would be provided to the Bank prior to Negotiations, upon completion of Sweden’s pre-

appraisal. Switzerland is considering to join the PID MDTF as a Co-Financing Partner. Denmark will 

complete their Country Program Appraisal, including for PID replenishment around February 2016.  
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Table (2) LGSIP Program Financing 

LGSIP Costing and Financing (particularly Comp.1, Comp.2 & Comp.3 & project management) 

No. Component 
Financing Partner 

WB ($) - PforR MDTF ($)-PforR KFW (EUR)  

1 
Sub-program One: Delivery of Local Services by 

VCs  (DLI 1, DLI 2, DLI 3, DLI 6) for WB and MDTF 
3,990,000 6,600,000 0 

2 

Sub-program Two: Infrastructure Service Delivery 

through Joint Projects (DLI 4, DLI 5) for WB & 

MDTF 

0 4,270,000 6,920,000 

3 

Sub-program Three: Capacity Support for 

strengthening Local Governance Institutions (DLI 7 

for WB & MDTF) 

600,000 900,000 0 

5 Program Management 410,000 1,230,000 1,080,000 

5.1 Management Fee 350,000 910,000 560,000 

5.2 
Local Technical Consultant (LTCs) for Joint Project 

(design, supervision,….) 
0 250,000 420,000 

5.3 Technical Audit (Twice over the project lifecycle) 0 0 50,000 

5.4 Procurement Audit 0 0 50,000 

5.5 Independet Verification Agent 60,000   0 

5.6 
Beneficiaries Impact Assessment (Twice over the 

project lifecycle) 
0 70,000 0 

  Total 5,000,000 13,000,000 8,000,000 

     

Note: Given the demand driven nature for the joint projects under component 2, the allocated budget for the LTCs might change; i.e, reallocation 

across LGSIP components might be done. 
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12. A detailed description of the Program can be found in the Project Appraisal Document 
(PAD) and can be accessed through 
http://documents.worldbank.org/curated/en/979441467997871665/pdf/PAD1098-
PAD-P148896-IDA-R2015-0262-1-Box393221B-OUO-9.pdf. 

 

2. Program Activities 
3.1   Announcing of the program 

13. This section will detail the process of introducing the LGSIP to the formal authorities of 
villages and joint service councils.  

14. MOLG and MDLF will inform the general public about the LGSIP program in newspaper of 

national circulation. In addition, MOLG will send official letters to all VCs and JSCs informing 

them about the program. The MoLG letter will asking the VCs and JSCs to fill out a form ( 

Annex 1) that seeks basic information about the VC or JSC, e.g., name of VC/JSC, population, 

availability of staff, budget, its Annual Capital Investment Plan (ACIP), etc. The VC’s will submit 

the accomplished forms with supporting documents to MOLG directorates  within the first 

week of November of each year starting from the second year of Program implementation.  

15. The relevant MOLG directorate staff will review the submission and ensure that the submitted 

information is complete. The fully completed and assessed form with then be officially 

transmitted to the MOLG Program Coordinator. The intended time frame for the LGSIP 

program is summarized in Table 33 below. 

 

Table 3: Annual Investment Grant Flow5 

Year  Date/Timing Action Responsible 
Party 

Year 0 
(July 2015 
– 
December 
2015) 

February 2015 JSCs Baseline assessment completed, qualified 
JSCs identified (GG score more than 40)  

MoLG (and 
WB in year 0) 

November 
2015 

LGSIP approved World Bank 

November/ 
December 
2015 

Capacity Building activities start MoLG 

Year 1 
(January – 
December 
2016) 
 

January 
through 
September 

VCs and JSCs prepare their ACIPs and 
Consolidated ACIPS 

VCs, JSCs with 
support from 
MoLG and 
MDLF 

Aug 31, 2016 JSC assessment completed, qualified and 
eligible JSCs identified (GG score more than 40) 
and announced.   

MoLG 

                                                           
5  As per the PAD.  

http://documents.worldbank.org/curated/en/979441467997871665/pdf/PAD1098-PAD-P148896-IDA-R2015-0262-1-Box393221B-OUO-9.pdf
http://documents.worldbank.org/curated/en/979441467997871665/pdf/PAD1098-PAD-P148896-IDA-R2015-0262-1-Box393221B-OUO-9.pdf
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Year  Date/Timing Action Responsible 
Party 

September 1, 
2016 

MoF providing the indicative financial envelope 
to the VCs for their ACIP formulation.   

MoF 
 

By Oct 31, 
2016 

SDIP prepared with including annual capital 
investment plan as an input to the budget. 

VCs 

Nov 1-15, 
2016 

Eligibility assessment carried out.  MoLG 

Nov 30, 2016 Eligibility assessment completed.  MoLG 

Nov 30, 2016 
 

VCs create and submit their FY 2017 budget to 
the MoLG.  

VCs 

Dec 10, 2016 Grant Allocation completed, based on eligibility 
assessments. Grant Allocation done.  

Program 
Manager 
(MDLF) 

Dec 15, 2016 
 

List of eligible VCs and JSCs approved by 
Program Committee. 

Program 
Committee 
(MOLG, MOF, 
MDLF) 

Jan 15, 2017 
 

Actual grant allocation per eligible VC is 
announced by the MoF.  

MoF 

Jan 31, 2017 The actual allocation disbursed to eligible VCs 
by the MoF.   

MoF 
 

Year 2 
(January – 
December 
2017) 
 

Jan 31, 2017 ACIPs (both VC and JSC) finalized and disclosed.  VCs 

September 1, 
2017 

MoF providing the indicative financial envelope 
to the VCs for their ACIP formulation.   
  

MoF 
 

By Oct 31, 
2017 

SDIP prepared with including annual capital 
investment plan as an input to the budget. 

VCs 

Nov 1-15, 
2017 

Eligibility assessment carried out.  MOLG 

Nov 30, 2017 Eligibility assessment completed.  
 
  

MoLG 

Nov 30, 2017 
 

VCs create and submit their FY 2018 budget to 
the MoLG.  

VCs 

Dec 10, 2017 Grant Allocation done.  Program 
Manager 
(MDLF) 

Dec 15, 2017 
 

List of eligible VCs approved by Program 
Committee. 

Program 
Committee 
(MOLG, MOF, 
MDLF) 

Jan 15, 2018 
 

Actual grant allocation per eligible VC is 
announced by the MoF.  

MoF 

Jan 31, 2018 The actual allocation disbursed to eligible VCs 
by the MoF.   

MoF 
 

Jan 31, 2018 ACIPs (both VC and JSC) finalized and disclosed.  VCs 
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Year  Date/Timing Action Responsible 
Party 

Year 3 
(January – 
December 
2018) 
 

Aug 31, 2018 JSC assessment completed, qualified JSCs 
identified (GG score more than 40) and 
announced.   

MoLG 

September 1, 
2018 

MoF providing the indicative financial envelope 
to the VCs for their ACIP formulation.   

MoF 
 

By Oct 31, 
2018 

SDIP prepared with including annual capital 
investment plan as an input to the budget. 

VCs 

Nov 1-15, 
2018 

Eligibility assessment carried out.  MOLG 
 

Nov 30, 2018 Eligibility assessment completed.  MOLG 

Nov 30, 2018 
 

VCs create and submit their FY 2019 budget to 
the MoLG.  

VCs 

Dec 10, 2018 Grant Allocation done.  Program 
Manager 
(MDLF) 

Dec 15, 2018 
 

List of eligible VCs approved by Program 
Committee. 

Program 
Committee 
(MOLG, MOF, 
MDLF) 

Jan 15, 2019 
 

Actual grant allocation per eligible VC is 
announced by the MoF.  

MoF 

Jan 31, 2019 The actual allocation disbursed to eligible VCs 
by the MoF.   

MoF 
 

Year 4 
(January – 
December 
2019) 
 

Jan 31, 2019 ACIPs (both VC and JSC) finalized and disclosed.  VCs 

September 1, 
2019 

MoF providing the indicative financial envelope 
to the VCs for their ACIP formulation.   

MoF 
 

By Oct 31, 
2019 

SDIP prepared with including annual capital 
investment plan as an input to the budget. 

VCs 

Nov 1-15, 
2019 

Eligibility assessment carried out.  MOLG 

Nov 30, 2019 Eligibility assessment completed.  MOLG 

Nov 30, 2019 
 

VCs create and submit their FY 2020 budget to 
the MoLG.  

VCs 

Dec 10, 2019 Grant Allocation done.  Program 
Manager 
(MDLF) 

Dec 15, 2019 
 

List of eligible VCs approved by Program 
Committee. 

Program 
Committee 
(MOLG, MOF, 
MDLF) 

Jan 15, 2020 
 

Actual grant allocation per eligible VC is 
announced by the MoF.  

MoF 

Jan 31, 2020 The actual allocation disbursed to eligible VCs 
by the MoF.   

MoF 
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Year  Date/Timing Action Responsible 
Party 

Year 5 
(January – 
December 
2020) 

Jan 31, 2020 ACIPs finalized and disclosed.  VCs 

 

3.2  Sub-Activity I: Annual Capital Grants to VCs for delivering local 

services 

16. The MOLG will carry out the eligibility assessment for the VCs and JSCs annually. The 

accomplished form (Annex 1) submitted by the VCs and JSCs to the directorates of MOLG 

will be the initial basis for assessing eligibility to accuess the annual capital grants. 

17. VCs will be assessed on their eligibility at the start of the annual Program cycle. Only 

those VCs who successfully comply with the eligibility criteria will be admitted to the 

Program.  

 

3.2.1 Eligibility screening for VCs and JSCs 
18. The following steps are to be carried out in the eligibility screening of VCs and JSCs: 

a. MOLG creates an assessment committee that includes a representative from 
MoLG’s planning department,  projects’ department, and budgeting 
department. The committee is chaired by the Program Coordinator.  

b. Regarding JSCs assessment, a committee from the JSCs department will be 
created to conduct the JSCs assessment and identify the qualified JSCs. This 
committee submits its recommendations through the Program Coordinator to 
the deputy minister for approval.  

c. The office of the deputy minister reviews the recommendations of the 
assessment committees and upon confirmation of the recommendations, it 
authorizes the Program Coordinator to disseminate the results of the 
assessment. 

d. The Program Coordinator will send letters to VCs to inform of results of 
assessment. The JSCs will be informed through the JSCs department. The letter 
to the VCs and JSCs includes information on an appeals process for those VCs 
and JSCs that are assessed to have not met the eligibility criteria. 

e. To make an appeal, VCs and JSCs can send requests for consideration to the 
Program Coordinator and provide additional information to support the request 
for appeal. The Program Coordinator calls for the assessment committee for 
appeals review meeting to assess the request for reconsideration. The appeal 
review should not exceed two weeks. The findings and recommendation of the 
appeals review are then reported by the Program Coordinator to the deputy 
minister’s office. The final decision on the appeals is then communicated by the 
Program Coordinator to the appealing JC/JSC. 
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f. The list of eligible VCs and JSCs is submitted to Program Committee by the MOLG 

coordinator at the beginning of December each year. The list will be approved by the 

Program Committee in December of each year and then sent to MOLG and MDLF 

through Project Coordinator. The list of eligible VCs and JSCs) for the first Program 

cycle is in Annex 4 

g. In case there is not enough funds available to support all eligible JSCs, a 

prioritization of JSCs will be carried out with the following considerations:  

i. The proponent VCs were unqualified in previous assessment but 
become qualified in recent assessment and are also under qualified 
JSC (in the recent assessment but not the same JSC which benefited 
earlier). 

ii. JSCs that provide more services and achieved more scores. 
iii. Geographical distribution of the JSC.  

19. The table below summarizes the process of eligibility screening for VCs and JSCs. 

 

Table 4: Screening for eligibility for the annual capital grants 

Step Target completion date Responsibility 

1. Create an Assessment 
Committee 

October 31 of each year  MoLG- deputy minister’s 
office 

2. Submission of accomplished 
form for eligibility (Annex 1) 

November 30 of each year VCs and JSCs 

3. Review of VC and JSC 
submissions 

March 15 of each year Assessment Committee 

4. Confirmation of  Assessments  April 7 of each year Deputy Minister 

5. Disseminating results of 
assessment 

April 15 of each year Program Coordinator 

6. Submission of appeals  May 7 of each year VCs and JSCs 

7. Appeals review May 15 of each year Assessment Committee 

8. Disseminating appeal review 
results 

May 31 of each year Program Coordinator 

9. Prepare and submit list of 
eligible VCs and JSCs to 
Program Committee 

December 1 of each year Program Coordinator 

10. Approve list of eligible VCs 
and JSCs to Program 
Committee 

December 31 of each year Program Committee 
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20. The criteria to be applied in determining eligibility to receive funding are in Table __ 
below. 

Large VCs 

(pop >4,000) 

Small VCs 

(pop < 4,000) 

JSCs 

Annual budget statement 
for the current fiscal year 
approved by the VC council 
and submitted to the MOLG 

Annual budget statement 
for the current fiscal year 
approved by the VC council 
and submitted to the 
MOLG 

scoring more than 40 
points in the annual JSC 
assessment 

ACIP for the subsequent 
year prepared in a 
participatory manner 

ACIP for the subsequent 
year prepared in a 
participatory manner 

Signed agreement 
between the JSC 
members, approved by 
MOLG 

Subsequent year's ACIP and 
current year's VC budget 
publicly disclosed 

Subsequent year's ACIP 
and current year's VC 
budget publicly disclosed 

 

Minimum staff capacity for 
individual execution by 
having access to an 
administrator (full-time), 
accountant (full or part-
time), and an engineer (full 
or part-time). 

  

Member of a JSC scoring more 
than 40 points in the annual 
JSC assessment. 

Member of a JSC scoring 
more than 40 points in the 
annual JSC assessment. 

 

Signed an agreement with a 
qualified JSC (score more 
than 40) in a MOLG-
prescribed format (annex 3) 

Signed an agreement with 
a qualified JSC (score more 
than 40) in a MOLG-
prescribed format (annex 
3) 
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3.2.2     Call for project proposals  
 

21.  The funding of projects will be initiated by an announcement by the MOLG of eligible VCs 
and JSCs after approval of the Program Committee of the list of eligible VCs and 
JSCs. A call for proposals will then be carried out and the steps are as follows:  

a. By January 15 of each year, MOLG sends official letter informing the VC about 
its annual allocation and inviting to propose projects from its ACIP. The 
letter will ask the VC to provide the required information in a project profile 
template (Annex 5). This letter also indicates the deadline for submission of 
the project profile, the places of submission, the responsible persons 
who will receive the applications, and any other applicable information. 
For small VCs with population less than 4,000, the letter will reiterate that 
MoLG will manage the grant funds on their behalf and their ACIPs will be 
executed through a qualified JSC. Small VCs must have a signed agreement with 
a qualified JSC to execute individual projects.  

b. The MOLG Project Coordinator, in cooperation with the Program Secretariat 
(MDLF), prepares a package of documents and submits the package to 
__________________ for approval. The package includes among others: i) 
Project Profile form  (Annex 5); ii) Operation and Maintenance (O&M) plan 
form (Annex 6); iii) Procurement Plan (PP) Form (Annex 7); and iv) 
Environmental and Social Management Manual (ESMM, Annex 8). Upon final 
approval by _______, the package will be sent to district offices that will make 
print copies for each VC. The package is also made available online (at 
http://www.MoLG.gov.ps/). The VCs are to be informed that they can either 
obtain the print copies from the district offices or download the package from 
MOLG website. 

c. During January 15-February 15 of each year, MOLG carries out orientation 

workshops. These workshops will be designed to i) raising awareness of VCs and 

JSCs regarding the LGSIP program including its implementation schedule, 

conditions and requirements including the fund allocation formula; ii) 

review the ACIP to prioritize projects and encourage community participation 

for the identification of projects; iii) facilitate completion of  the Project Profile 

Sheet and other supporting documents;  iv) familiarize and train engineers of 

VCs and JSCs on proper implementation of environmental and social 

requirements, and processes and roles and responsibilities of stakeholders at 

each project stage; v) facilitate preparation of procurement and O&M plans for 

projects; and vi) clarify details of the Joint Services Agreement 

 

3.2.3 Project identification, eligibility screening and preparation  
22. The VCs and the JSCs are primarily responsible for identifying and preparing projects to 

b funded by the capital grants under the Program. The identification, prior screening 

http://www.molg.gov.ps/
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and preparation of projects by VCs and JSCs will be guided by the following 
considerations: 

a. Eligible sectors. The grants will cover investments or activities that are within 
the legal mandate of VCs and JSCs as per the Local Authorities Law of 1997 or 
revision thereof. The eligible sectors include but are not limited to (i) Water and 
waste water services if provided by the municipalities; (ii) Solid Waste 
Management; (iii) Roads and sidewalks; (iv) Public Facilities (v) Street 
Lighting and (vi) Electricity Services not provided by a commercial utility), 
(vii) transportation infrastructure such as bus and truck stands, drains, and 
those that constitute the core areas of LGU’s services to be provided to the 
citizens or enable the VC’s and JSC’s to provide or develop those services. 

b. Coordination with relevant bodies. VCs and JSCs are requested to show that 
they have coordinated with relevant national bodies, such as Palestinian 
Energy Authority, the Palestinian Water Authority, etc. to ensure that there 
are no duplication of investments. 

c. Compliance with social and environmental safeguards. The VCs and JSCs can 

refer to the Environmental and Social Management Manual (ESMM, Annex 8) 

which provides in detail the project environmental and social screening 

methodology. The project proposals are also to adhere to the Environmental 

and Social regulations, policies and laws, including the following: Palestinian 

Basic Law of 2003, the Jordanian Law No. 79 of 1966 The Cities, the Villages and 

Buildings Regulating Law, the Buildings and Regulation Bylaw for Local 

Authorities No. 5 for 2011, the Palestinian Environmental Law No 7 for the year 

1999, the Palestinian Environmental Strategy for the year 2004, Palestinian 

Environmental Policy, the Jordanian Heritage Law No 55 for the year 1966, and 

the Palestinian Health Law. 

d. Negative list of projects and expenditures. The following are not eligible 
for funding support under LGSIP:  

i. Projects that would significantly convert natural habitats or significantly 
alter potentially important biodiversity and/or cultural resource areas. 

ii. Projects that involve relocation of households, temporary or permanent 
land take, impacts on livelihoods, including those that may occur through 
restriction of access to resources  

iii. Project that involve the use of land with squatters or users of public or 
state lands. 

iv. Vehicles, other than service vehicles. 
v. Salaries, per diem, top ups for Civil Servants and LGU staff (i.e., excluding 

remuneration for short term consultants) 
e. In addition, projects that require an Environmental Impact Assessment (EIA) 

study are not eligible for grant funding. The excluded projects include the 
following: 
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i. Power plants (including gas turbines, substations and super tension 
lines) 

ii.  Quarries and mines 
iii.  Wastewater treatment plants including main sewers 
iv.  Cement plants 
v.  Solid waste disposal sites 

vi.  Hazardous waste disposal sites 
vii.  Plants producing, storing or using hazardous substances 

viii.  Airports and landing strips 
ix. Seaports, jetties and harbors 
x. Refineries 

xi.  Industrial estates 
xii.  Major dams and reservoirs 

xiii.  Steel mills 
f. Master plans. These are considered reference legal document and therefore 

provide basis for identifying projects, for determining project boundaries, 

width of roads, land use, priority sectors, etc. The VC shall inform the citizens of 

plans to implement a certain project, clarify that the project is in the master 

plan, and that they apply what is mentioned in the master plan before starting 

project implementation.  

g. Land acquisition. Acquiring land for projects will need to be carried out in 

accordance with the ESSM. It is extremely critical that land ownership by the 

VC/JSC is properly documented regardless of mode of acquisition. And these 

documents need to be submitted to the MOLG at screening stage.  

i. In cases where there is voluntary land donation (VLD, defined as when 

people or communities agree to voluntarily provide land in exchange for 

benefits or services related to the project), the below requirements 

must be met.  

1. The act of donation is undertaken without coercion, 

manipulation, or any form of pressure on the part of public or 

traditional authorities; 

2. The potential donor is aware that refusal or to say no is an 

option without any consequences, and that right of refusal is 

specified in the donation document the donor will sign.  

3. Land to be donated must be identified by the VC/JSC in 

coordination with the community for the project that have been 

selected; the impacts of proposed activities on donated land 

must be fully explained to the donor; 

4. The donor may negotiate compensation (in full or in part) or 

alternative forms of benefits as a condition for donation 
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5. Donation of land cannot occur if it requires any household 

relocation; 

6. For community or collective land, donation can only occur with 

the consent of the individuals owners of the land. 

7. Verification must be obtained from each person donating land 

(either through proper documentation or through confirmation 

by at least two witnesses); 

8. The implementing agency establishes that the land to be 

donated is free of encumbrances or encroachment and registers 

the donated land in an official land registry; 

9. Voluntary land donation will not be permitted in cases of site-

specific infrastructure as community pressure could be too 

onerous for a person to refuse, thus removing the power of 

choice.  

10. In case that the donated land were not used for it is agreed 

purpose then the VC needs to have a written agreement from 

the land donor that they agree to use the land for the new 

purpose , otherwise the VC will return the land to the owner.  

11. There should be no coercion, manipulation or pressure from the 

community or public or traditional authorities for individuals to 

voluntary donate land. 

12. The proportion of land that may be donated cannot exceed the 

area required to maintain the donor’s livelihood or that of 

his/her household. Documentation for VLD provided below 

should be sufficient to verify this.  

13. The infrastructure must not be site specific. 

14. There should be no coercion, manipulation or pressure from the 

community or public or traditional authorities for individuals to 

voluntary donate land 

15. In cases where the projects do not comply with the above-

mentioned options, further investigation of the project is 

deemed necessary to verify project eligibility, otherwise project 

will be rejected. 

ii. For Land Purchase through willing seller willing buyer approach, land 

acquisition must occur by mutual agreement in exchange for a 

notarized purchase contract based on the market price at the date of 

acquisition. Prior to land purchase process, the VC/JSC council shall take 

an official decision in the VS/JSC intention to purchase certain land, 
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then VC/JSc should obtain MOLG district office approval after checking: 

(1) allocation in the budget abundance, (2) the MOLG to create 

committee to evaluate the land market value, the committee shall 

represent MOLG, MOF, LGU, and the Land Authority and (3) after that, 

the VC/JSC takes decision through in the council official meeting 

regarding the estimate and proceed with the purchase 

iii. Projects that are proposed on public land will be eligible only if there 

are no squatters on the land or users of the land for livelihoods.  

iv. In case a sub-project is proposed on an existing road (refurbishing, 
paving-not involving expansion of the width of the road) that was 
voluntarily donated in the past by private land owners, which is not in 
the master plan, the VC will be required to provide an official letter 
verifying the donation of land. The VC will certify in the letter the name 
of the road and indicate when the road has come to exist.  The letter 
should also indicate that the road was voluntarily donated by the 
landowners and did not receive any objections at the time from the 
original landowners or communities, within the two-month period 
required to accept complaints as part of Palestinian law. This letter 
should be officially signed and stamped by the VC and will therefore be 
considered as a legal document.  In addition, the letter should be 
discussed in consultation with affected communities and current 
landowners where the World Bank may attend the meeting as an 
observer. Minutes of the meeting and signature of participants will be 
required. Copies of the letter should be shared with the World Bank. 

v. In cases of selecting a project to be implemented out of the master 

plans and need to take piece of land from any owner, the VC shall get 

written approval from the land owner before starting project  

implementation.  

 
 

3.2.4 Submission of Projects  
23. The VCs and JSCs shall submit the required documents for their respective projects to the 

MOLG District Offices. The District Offices then transmit these documents to the 

Program Coordinator. The basic document for submission will be the accomplished 

project profile form (Annex 1).  Large VCs can accomplish the form themselves while 

JSCs will accomplish the form on behalf of small VCs. 

24. The  documents and information to be submitted to the MOLG District Offices shall   

consist   of the following: 

a.  Completely filled out project profile form signed by the chairman of village 

council 

b. Stamped participatory Annual Capital Investment Plan (ACIP). 
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c. VC Master Plan, if one has been completed, and an indication of the   project 

location on that plan (only for projects that involve construction of works) 

d. Procurement Plan (PP) for each project using PP form. 

e. Oa&M plan, including budget (using O&M form)   

f. Environmental and social project impact assessment that illustrates how 

negative impacts can be avoided or mitigated 

g. Preliminary or full Design (only for projects involves construction of works) 

h. In case the design is not available, the VC could pay from its own budget or 

request part of its allocation for the consultancy services to do the required 

full design. 

i. Preliminary priced Bill of Quantities (BOQ) 

j. Any relevant certificate or licenses needed for the project 

k. Any other documents that may be requested by MOLG. 

25. A VC may apply for more than one project under the following conditions: 

a. The total cost (for all projects proposed) does will not exceed the allocation for 

that VCs for that year. 

b. The VC will contribute  to the cost of the proposed projects from its own 

sources or from sources other than their LGSIP allocation. Contributions must 

either be the conduct of design, cash or in physical assets, typically land.   

 

3.2.5 Project Appraisal 
26. MOLG shall evaluate the project proposals from VCs and JSCs based on documents submitted 

to the MOLG District Offices and transmitted to the Program Coordinator. The appraisal 

will be carried out looking at the desirability of the project, technical feasibility, social 

and environmental acceptability, economic viability and the VC/JSC capacity to 

implement the proposed project. For a project to be accepted, it should pass these five 

(5) tests described below: 

a. Project desirability. The proposal should be in the ACIP. It is identified in a 

participatory manner and indicated as a top priority investment by the VC or the JSC. 

b. Technical feasibility. The project proposes to use appropriate technology, complies 

with national laws, is coordinated with other national agencies (e.g., water authority, 

etc.), and can be implemented within the timeframe of the Program. 

c. Social and environmental acceptability. The project complies with environmental and 

social regulations specified in the ESMM. The review will specifically consider the 

availability of land (if required), acceptance of communities of the project, and 

mitigating measures to address adverse social and environmental impacts, if any. 

d. Economic viability. This will be carried out for projects costing more than $500,000, 

and looks at benefits and costs of implementation. 
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e. Implementation capacity. The VC/JSC has the institutional resources (e.g., staff, 

established processes) to carry out the project activities and properly operate and 

maintain the project after completion. 

27. The review process will start with different units of MOLG looking at various aspects of the 

project, e.g., MOLG Environmental and Social Staff assessing the social and 

environmental compliance of the project, the Engineering staff evaluating the 

technical specifications, etc.). The results of the evaluations are consolidated and presented 

to the MoLG technical committee (comprising members from the planning 

department, project department, financial department, JSC department and the 

Program Coordinator). 

28. If the small VCs do not have access to an eligible JSC (for example, if they are not members of 

any of the JSCs in a given program cycle that have a score of >40), VCs can sign a joint service 

provision agreement with either a large VC or a municipality to implement individual 

investments on their behalf, based on the GG framework to be adopted by the MOLG and as 

annex 27. The Large VC or the municipality Role will be as technical assistance while the 

ownership of the project will be for the small VC who will also be responsible for the 

availability of budget for operation and maintenance in future years. In case the eligible VC is 

under unqualified JSC in the first round of assessment and in the next round the JSC becomes 

qualified then the implementation arrangements can be done with this qualified JSC 

29. The results of the review by the MOLG Technical Committee will be presented in the 

Project Evaluation Report form (Annex 9).  The review can produce four (4) cases, as 

follows: 

a. Case 1: Rejection of the project, if: 

 The project is not within the ACIP of the VC; 

 If the project is not complying with environmental and social regulations 
specified in the ESMM and if environmental and social impact 
assessments produce negative impacts that are hard to mitigate within 
the subproject resources or require costly mitigation measures; or 

 The project budget exceeds the ceiling of the allocated fund for the VC 
and the VC could not contribute and there is no commitment letter from 
the VC to cover the exceeded budget. 

In this case, the Technical Committee prepares notes and recommendations 
of these findings and present these in the project evaluation report.  

b. Case 2: Request for project revision, and for VC/JSC to provide further details 
such as on the costing, impacts on people or environment, impact mitigation 
strategy, or modifications are required on the PP, O&M plan, etc. In this case, 
the Technical Committee prepares notes and recommendations of these 
findings and present these in the project evaluation report. A project Status 
Notice from the project department must be sent to the VC or JSC asking them 
to revise the required documents and submit these to MOLG.  
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c. Case 3: Conditional approval of the project. The approval is subject to: conduct 
of further or detailed studies on the project environmental impacts and 
mitigating measures: design revision per environmental review; obtaining 
required licenses or permits; or if the project is income generating, the conduct 
of financial viability study. Once the VC/JSC addresses the conditions for 
approval, the Technical Committee prepares notes and recommendations of 
these findings and present these in the project evaluation report.   

d. Case 4: Project approval if the costing is reasonable and within the VC allocation, 
if there is adequate negative impact mitigation strategy, if the project design is 
acceptable, and if the required permits and licenses are obtained.   

30. The technical committee recommends the projects for approval. The Program 
Coordinator prepares the final list of approved and conditionally approved projects, and an 

annex with brief description and reasons of rejected projects for final decision by the 
chairman of Program Committee. An official letter must be sent to the VC or JSC 
informing of the decision on the proposed project. This official letter is prepared by the 
Program Coordinator and signed by the head of the Program Committee. The rejection 
letter should include the reasons for rejection and giving them one more opportunity 
to submit new project with its project profile within specific duration. 

31. The approval letter will have an annex containing guidelines pertaining to the main 
responsibilities of the VC or JSC with regard to funds transfers, procurement 
arrangements, implementation, M and E, and the role of MoLG. The guidelines for VC 
is in Annex 10 and guidelines for JSC (for implementation of small VC projects) is in 
Annex 11. 

32. The MOLG rejection decisions are open to appeal by the VC.   In   such   a case,  the VC 
shall   submit an official letter to MOLG presenting additional information to support its 
request for reconsideration. Appeals are settled by committee from MOLG, with no 
further right of appeal. The MOLG will send an official letter to the VC or JSC informing 
them of the result of the appeal.  

33. The appraisal and approval period shall not exceed five weeks from the date the MOLG 

receives the complete project documents. 

34. Annex 12 provide details of the Technical Operations Process Flowchart. 

 

 

3.2.6 Procurement  
35. The VCs and JSCs are responsible for the procurement of their respective 

projects. They shall carry out procurement activities in accordance with the 
World Bank procurement guidelines as well as with relevant procurement laws 
of the PA. The VCs and JSCs shall prepare procurement plans that provide details 
of the procurement (e.g., works, goods or services), responsible parties and 
timelines for completion of procurement activities (see Annex ___ - template 
procurement plan). 

36. The following are key steps in the procurement process:  
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Activity Responsible entity Timeline 

1. LGU prepares and submits to MoLG bid package (including 
technical documents, specifications, bill of quantities, design 
drawings, site-specific environmental and social 
management plan, estimated costs, etc.) 

VC or JSC 14 calendar 
days  

2. MoLG evaluates bid package MoLG Project Dept 7 calendar 
days  

3. MoLG approves bid package and informs LGU of approval MoLG Coordinator  

4. LGU issues invitation for bids LGU  

5. Preparation and submission to LGU of bids Prospective bidders 45 days  

6. Evaluation of bids and submission of bid evaluation report 
(BER) to MoLG 

LGU 14 calendar 
days 

7. Review of BER and clearance for LGU to proceed with 
contract award 

MoLG Coordinator 7 calendar 
days 

8. Contract negotiation and signing LGU and contractor 14 calendar 
days 

 

37. VC Surplus. If the signed contract amount for the procured project is below the VC/JSC 
allocation, the difference (surplus) can be used for any contract variation required to 
complete the project. The surplus amount can also be used to finance additional 
projects if the time frame of the existing cycle allow for new projects. In this case, the 
VCs or JSCs may submit a project profile for new project MoLG will process the new 
proposal accordingly.  

 

3.2.7 Project Implementation and Supervision 

38. Implementation of projects shall formally commence after the VCs or JSC (for VC of 

population less than 4000) issues a project start order to the contractor. A copy of 
this order must be sent to MOLG. 

39. The VCs and JSCs shall ensure that: 
a. The Contractor implements the project per schedule provided in the bid 

documents;  
b. The Contractor complies with the technical and financial provisions in the 

contract agreement, and follows the technical specifications and LGSIP 
guidelines;  

c. Environmental and social mitigation measures as determined during the 
identification stage are implemented; 

d. The contractors comply and implement the environmental and social 
management plan satisfactorily. The VC’s or JSC’s Engineer with support from 
MOLG shall monitor contractor compliance to environmental and social 
considerations on daily basis according to ESMM. 

e. VC and JSC engineers prepare progress reports on the contracts (See Annex 13 for 

template of progress report) and submit such reports to the MOLG no later than 15 
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days after each milestone (or payment tranche).   Such reports shall include: progress 

of the work against the original working schedule, technical and managerial 

constraints facing the project and the solutions adopted to overcome these 

constraints, divergence (if any) from LGSIP guidelines and justification for such 

variations, environmental and social considerations, contractor performance, and 

payments request submitted by the Contractor approved by the VCs or JSCs.  

f. Payments made to the contractor shall follow the procedures as set forth in 
the financial management section of this manual. When laboratory tests 
are needed (for quality assurance purposes), the VC or JSC shall outsource 
these tests and pay the laboratory directly. These payments shall be 
reimbursed by the contractor to the VCs or JSCs based on original invoices. 
The Financial offer of the bidder/supplier should include the cost of these 
tests. It is the right of VC to choose the best technical laboratory to 
conduct the tests and this should be clear to the bidder/supplier in the 
bidding documents. 

g. Processing of variation orders should follow procedures as described in the 

procurement section of the POM. The VCs or JSCs should document a variation order 

in any case that requires variation in the contractual timeframe, deliverables, 

quantities, cost, and specifications, etc. 

 

40. Supervision of works projects. MOLG throughout the implementation phase 
shall monitor the work process and verify the output and the progress of the 
work to ensure compliance with LGSIP guidelines and quality. More specifically, 
the engineer from the Project Department and an engineer from the district 
offices shall participate in bid opening, at least two visits during implementation 
and finally participate in handing over of projects.  

41. Specifically, the MOLG shall: 
a. Conduct selective supervision visits to projects under implementation; 
b. Oversee the work implementation and assist in solving any arising 

constraints; 
c. Ensure the quality control of the project implementation and outputs ; 

and 
d. Verify that the project is going toward achieving its intended objectives.  

42. The project department engineers in MOLG districts shall conduct weekly site 
visits to support the VC’s and JSC’s in their supervision of the implementation of 
their projects.  Based on the progress reports submitted by VCs or JSCs and their 
visits, and the output monitoring indicators which were defined in the project 
log-frame developed in the design phase of the support program, the MOLG 
engineers will update the Excel sheets of the monitoring process to document 
the physical achievement of the projects and the percentages of disbursements. 
These updated sheets should be sent monthly to the Program Coordinator for 
review and consolidation of status of projects.  
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43. Project handover. At the completion of the project activities, the VCs or JSCs will 
issue a handover certificate for the Contractor. Before issuing such a certificate , 
the VC or JSC shall: 

a. Invite the MOLG engineer to visit the site and ensure that the project 
is completed at satisfactory standards (compared to project 
objectives / targeted outputs) and the handover certificate could be 
issued. The area engineer, if agreed on the handover, wil l co-sign the 
certificate as a witness.  

b. Verify   that   the   maintenance   bond   is   secured   and maintenance 
of the work during the maintenance period will be guaranteed. 

c. In case of Goods projects, once goods delivery is completed, the VCs or JSCs will 
issue a handover certificate for the supplier. Before issuing such a certificate the 

VCs or JSCs shall invite the MOLG engineer to visit the site and ensure 
that the goods are supplied exactly according to the contractual 
conditions and specification. The engineer, if he agrees on the 
handover, he will co-sign the handover certificate as a witness. 

d. If applicable, the MOLG engineer verifies that the maintenance bond   is 
secured and maintenance of the supplied goods during the maintenance 
period will be guaranteed within thirty days, starting the day approved 
variation orders. 

44. The VCs or JSCs shall prepare and submit the project final report (Annex 14) to MOLG. 

Such a report will include and verify the following: 

a. Actual time schedule vs. contract time schedule 
b. Approved time extension 
c. Actual dates of payments to the contractor 
d. Documentation for all quality control measures such as laboratory tests;  
e. Special problems encountered during the implementation of the project 
f. Environmental and social issues and complaints 
g. All deliverables of the project 
h. Contract price and contract Bill of Quantities (BOQ) in comparison to 

actual cost and BOQ. 
 

45. The report shall also include output achievements and contribution to the 
outcome indicators. 

3.2.9 Environmental and Social Management  

46. The environmental and social management of the Program will be guided by the 
Environmental and Social Management Manual (Annex 08).  

47. The technical personnel and the engineer at the VC or JSC are responsible for 

supervising the environmental and social management of the VC project. The 

concerned VC or JSC will conduct daily supervision of the project. Furthermore, 

they shall ensure that the bidding documents will provide  detailed procedures 
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for dealing with noncompliance by contractors of social and environmental 

requirements of the project.  

48. MOLG is responsible for supporting, auditing, and monitoring environmental and 
social management of the VC/JSC project. Its Environmental and Social Specialists 
will conduct periodic on-site monitoring of civil works to verify contractors’ 
adherence to the requirements set out in ESMPs. They will ensure that the 
contractors are familiar with ESMM and instruct workers and personnel on the 
compliance with the ESMM and the project sector ESMP. 

49. VC and MOLG project reports (e.g., the VC and JSC engineers supervisions 
reports, MOLG site visit reports, MOLG  Environmental and Social Monitoring 
visits reports, and VC/JSC Final Project Report) shall  include environmental and 
social section detailing the status of environmental and social performance under 
the program, including overview of deviations or violations of ESMPs 
encountered over the report period, monitoring of social complaints, social 
issues,  instructions given to the contractors for addressing identified issue s, and 
follow-up actions on the identified issues. 

50. The VC, JSC and MOLG shall use the checklist form in the ESMM to facilitate 
comparing environmental and social mitigation measures recorded in the 
appraisal stage and what is implemented on the ground.  

51. MOLG shall include environmental and social monitoring within progress reports that 

are to be submitted to MDLF periodically and as stated in the ESMM. 

52. Finally, the MOLG Environmental and Social Specialists shall periodically conduct 
auditing for the sub-projects, and support MOLG Engineers and VC and JSC Engineers 
to comply with environmental and social requirements. 

 

 

 

3.2.10 Grievance Redress 
53. The ESMM provides details of how complaints are addressed under the LGSIP. The 

grievance redress system under the LGSIP is based largely on Palestinian Council 

Resolution No. 60 in 2009 (as amended in 2015. 

54. The VC and JSC will ensure complaints are documented properly and the documentation 

is readily available at any time. The  documentation includes the  complaints and 

responses, timely responses, and a log of all complaints received (providing date 

received, date responded to, type of response, etc.).  

55. The grievance procedures that will be followed are as follows (this is indicative, more 

elaboration detailed in the ESMM: 
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Step Responsible entity Target 

completion date 

Notes 

56. Complaint is lodged Concerned citizen  Information on complaint 
should be detailed and 
documented in writing. 

ii. Acceptance/rejection 
of complaint 

VC or JSC 3 days after 
receipt of 
complaint 

In the event the 
complaint was accepted, 
the complainant will 
receive an officially-
stamped Review Card 
with the following data: 

a. Complainant's Name 
or Their Legal 
Representative 

b. Complainant Address 
c. Complaint Title 
d. Review Date 
e. List Annexes 

submitted with the 
complaint 

In the event that the 
citizen has not received 
reply after 28 days of 
accepting the complaint, 
citizen may submit the 
complaint to the 
directorate 

 Directorate of LG (MOLG) 3 days after 
receipt of 
complaint 

Citizen may submit 
complaint to the 
directorate if VC/JSC does 
not respond in 28 days 

 Complaints Department 
(MOLG) 

3 days after 
receipt of 
complaint 

Citizen may submit 
complaint to the 
Complaints Department t 
if the directorate does 
not respond in 28 days 

iii. Action/decision on 
complaint 

VC/JSC/MOLG One (1) week 
after receipt of 
complaint 
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57. Citizens can communicate with the Complaints Department through: 

a. Directly contacting the MoLG;  

b. Contacting the MoLG Hotline;  

c. Website of the MoLG; or 

d. Writing as discussed above.  

58. In terms of monitoring the complaints, the VC/JSC will be required to submit the log of 

complaints on a monthly basis to the MoLG. Copy of all registered complaints logs 

under all components shall be submitted to MDLF quarterly in order to be 

incorporated in the reporting. 

59. The Complaint Form that can be used is annexed to the ESMM. 

 

3.3 Sub-Activity II: Conditional Capital Grants for Investment in Joint 
Projects 

 

60. In the Sub-Activity II, the PA Program aims at promoting joint service delivery of LGUs 
through JSCs. For this, the eligible JSCs with its eligible VC members can formulate and 
implement joint projects addressing the needs of the eligible VCs as well as 
strengthening the joint service provision of the JCS in line with their strategy to pool 
scarce resources, reap the benefits of scale economies, and build sustainable local 
implementation capacities. In line with the PA’s intention to consolidate the LG sector 
and strengthen the role of JSCs as a service operation and implementing entity for LGUs, 
the Program will provide the eligible VCs with Conditional Capital Grants for joint 
investment projects executed by a qualifying JSC. 

61. The Conditional Capital Grants will be one-time allocation for each eligible VCs. The 
Conditional Capital Grant will be determined by the ‘base allocation’ multiplied with an 
incentive factor of  10 excluding the base line allocation for VCs. The base allocation equals 
the sum of the pooled per capita allocation of eligible VCs participating in the joint 
project. Hence, the available funding for a joint project would be calculated by (i) the 
total population of eligible VCs contributing to the joint project; (ii) multiplied by the 
per-capita allocation of US$9; (iii) multiplied by 10; (iv) and then excluding the base line 
allocation for VCs. 

62. Ineligible VCs under eligible JSC can still aspire to participate if these VCs can benefit 
from a  proposed joint project. These VCs need to work towards being eligible and 
comply with the requirements and within two (2) months of the assessment with the 
approval of the Program Committee in order to be part of the total allocation.   
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3.3.1 Eligibility screening of JSCs 

63. A qualifying JSC would (as under Sub-activity 1) need to demonstrate sufficient 
institutional capacity and adhere to a Good Governance Structure in line with six 
internationally accepted good governance criteria. Hence, JSCs would need to meet the 
following criteria to qualify under the Program: 

a. A threshold score of above 40 percent in the JSC assessment using 19 indicators 

under six thematic areas: i) rule of law, ii) effective and efficient service 

delivery, iii) transparency, iv) accountability, v) responsiveness and vi) 

participation);  

b. Having signed agreement between the JSC members following the Good 

Governance Framework approved by MoLG; and  

c. The participating VCs should meet the eligibility criteria mentioned for sub-

Activity I (see section 3.2.1). 

64. The Program Committee approves the list of eligible VCs and JSCs. 

Determination of Allocation for Each VC and JSC 

65. After approval by the Program Committee of the list of eligible VCs and JSCs, the MDLF 
determines the allocation for each VC and JSC.  

66. The allocations as determined by MDLF will then be communicated by official letter to 
the VCs and JSCs. The amounts indicated will be the basis for the identification and 
preparation of joint projects. 

Identification and preparation stage 

 

67. The Conditional Capital Grant can be used to finance the formulation, preparation and 

implementation of larger scale infrastructure investments with the potential for 

mobilizing additional financing from DPs and other funding sources. In the identification 

of joint projects, JSCs will follow existing procedures in the JSC Boards and yearly assembly 

and ensure consistency with JSC existing mandates and the member VCs' priorities as indicated 

in their ACIPs. The VCs and JSCs are encouraged to develop a list of priorities of joint projects.  

All projects should be prepared with guidance from MoLG. Technical advice on the suitability 

of project ideas proposed during the project identification and prioritization workshops 

or meetings can be provided by mobilizes who will be contacted under the Capacity 

building component to support Vs & JSC 

68. The joint projects will be identified in consideration of the following: 

a) At least two eligible VCs should benefit directly from the proposed joint project. 

b) The JSCs will follow existing procedures in the JSC Boards and yearly 
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assembly and ensure consistency with JSC existing or extended 

mandates (approved by MOLG) and the member VCs' priorities.  Joint 

projects can also be developed by identifying other incentives for VCs to carry 

out joint projects that will lead to joint service provision among VCs. 

a. The identified joint project will be in line with the JSC’s strategy for joint 
service provision as the JSC will manage, operate and maintain the 

assets financed by the joint project. The joint project shall be in line 
with the respective PA ‘s policies for service provision in the 
concerned field of investment.    Approvals from relevant 
ministries and/or authorities are a must.  

c) .  

d) For identified joint project that support the improvement of specific service, 

the service shall be within the mandate of the JSC: 

i. The JSC has the institutional competence, expertise 
and the required staff to implement the project and to 
manage (i.e. operate and maintain) the assets.  

ii. a cost recovering tariff system is in place with an 

acceptable collection efficiency level 

 

a. Joints project proposals must be approved and signed by the JSC 
representative and by the representatives of the eligible VC who 
wish to utilize their allocation for this project. 

 

69. Other LGUs who wish to benefit from the joint project can participate but they should 

provide their own contribution to the financing of the joint project.  

70. The eligible JSC shall fill an application form (Annex 15) and submit the application to MDLF. 

The submission to MDLF should describe the project in detail and provided with preliminary 

design or full design if it is available (for works projects), required professional certificates, 

cost-benefit analysis, priced BOQ, etc. 

71. MDLF will review the type of submitted projects and conduct a simplified assessment for that 

JSC if they are capable of implementing that specific project. This assessment will focus on the 

JSC capacity to implement such projects, the qualification and experience of the JSC staff to 

supervise and manage the contract for that project, and the JSC capacity to operate and 

maintain the project. If the results of this assessment are positive, MDLF will then appraise the 

project. Otherwise MDLF will inform MOLG rejection of the joint project. The Program 

Committee can then decide whether give the JSC another chance and, within a month, submit 

another application, or to disqualify the proposing JSC and select a another qualified JSC. The 

MDLF engineers provide JSCs with information, guidelines and explanations to complete their 

applications. 
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2. The MDLF will provide a list of all qualified JSCs including qualified 
VCs to FPs that would include detailed allocation for each JSC. The 
MDLF will provide a list of joint projects proposed by each JSC that 
were positively appraised by MDLF.   Additionally, MDLF will provide 
a summary of the simple assessment regarding the capacity of the 
JSC to implement that specified project.  If needed, the FP can verify 
with MDLF the simplified institutional assessment including 
meetings with JSC . 

a. The JSC is functioning according to its bylaw and/or service 
provision agreement.   

b. The JSC’s performance is according to national standards and 
laws. 

c. The project is financially and technically sustainable.   
3. The FP can approve the financing of the joint project, on a 

conditional basis or reject it.  If rejected, the FP (or KfW if others are 
not interested/approve) shall provide reasons to the MDLF and 
MoLG, and agree with MDLF and MoLG on way forward.     

 

72. The   MDLF   will determine whether to designate   engineers   from   the MDLF  Technical 
Department or outsource engineering expertise for the follow up work with the JSCs 
and their technical engineers in the preparation of the project. The outsourced 
engineering expertise represents the Local Technical Consultants (LTC) that will 
prepare the required design (if needed), the bidding documents, and assist the JSC in 
supervision of project implementation. The qualification and tasks of the LTC will be 
determined in the terms of reference (TOR) that will be prepared by MDLF. The TORs 
will vary depending on the type of joint projects submitted by the JSCs. 

73. Each project will be evaluated taking into consideration the following: 

a. Social and environmental regulations (i.e., if it is in the negative list of projects) 

stated in section 3.2.3; 

b. Ceiling of budget requested from MDLF; 

c. Environmental impact and proper mitigation measures 

d. Social impact and proper mitigation measures 

e. Proper risk assessment and management strategies 

f. Cost – Benefit soundness 

g. Availability of adequate PP 

h. Availability of adequate O&M plan 

i. Technical soundness  

j. Adherence to sectoral standards 
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If the project budget exceeds $500,000, or is an Income Generation Project, a full 

feasibility study will need to be carried out and provided in the proposal. For a typical 

project, a feasibility study is needed for project Budget that exceeds $ 300,000.  MDLF, 

MoLG and respective DP will decide, on case by case basis, if the project falls within 

this category or not.   

 

 

 

3.3.3 Project identification, eligibility screening and preparation 

74. The policies, guidelines, and processes for the identification, screening and 
preparation of joint projects are similar to those for Sub-activity I projects (please 
refer to Section 3.2.3). 

75. Assets created by the joint projects will be owned, operated and maintained by the 

JSC. The applicant JSC thus needs to have the legal mandate for the type of service to 

be provided through the joint project and this should be reflected in the operation and 

maintenance plan. 

76. The MDLF Technical Department shall distribute a package of documents to the JSCs 

providing guidance on the identification and preparation of joint projects. 

77. The MDLF Technical Department shall carry out orientation workshops to train JSCs 

on the identification and preparation of joint projects. 

  

   3.3.4 Submission of Joint Projects 
78. The JSCs shall submit the required documents for their respective joint projects to the MDLF. 

The documents and information to be submitted to the MDLF shall   consist   of the 

following: 

a. Completely filled out joint project application form signed by the chairman of 

qualified JSC. The qualified VCs shall indicate its willingness to use their 

allocation for the joint project. The application will clearly present the joint 

implementation arrangements involving the qualified VCs in the JSC. 

b. JSC Master Plan, if one has been completed, and an indication   of the project 

location on that plan (only for projects involves construction of works). If there 

is not JSC master plan the location of project should be identified in VC or VCs 

plans. 

c. Procurement Plan (PP) for each project using PP form. 

d. Oa&M plan, including budget (using O&M form) . The JSC shall prove that it 

has the technical capacities to operate and maintain the assets in accordance 

with standards.  

e. Environmental and social project impact assessment that illustrates how 

negative impacts can be avoided or mitigated. 
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f. Preliminary or full Design (only for projects involving works) 

g. In case the design is not available, the JSC could pay from its own budget or 

request part of its allocation for the consultancy services to do the required 

full design. 

h. Preliminary priced BOQ. 

i. Any relevant certificate or licenses needed for the project 

j. Any other documents that may be requested by MDLF. 

 

      3.3.5 Appraisal of Joint Projects  

79. The MDLF Technical Department (assisted by a LTC, if required) shall evaluate the 

proposals submitted by JSCs. The proposals will be screened using a form (Table 5 – 

Annex __), which looks at compliance with social and environmental safeguards, 

availability of sufficient budget from MDLF, participation  of stakeholders, adequacy of 

assessment of risks, cost-benefit analysis, and availability of adequate procurement plan  

O&M plan. For project proposals costing more than $500,000 or if the project is income 

generating, a full FS with EIA may be required. 

 

80. The steps for environmental and social screening for JSC projects will follow the 
same steps as for those proposals under Sub-Activity 1 (see section 3.2.9). 

 

81. MDLF (TD or TLC) shall review the JSC project  application and submit the 

findings to the Operations Manager in the form of a Project Application 

Evaluation Report.  Four cases may result: 

a. Case 1: Rejection of the project, if: 

i. The proposed project does not meet the eligibility criteria as summarized 
in Table 5. 

ii. If the project is not complying with environmental and social regulations 
specified in the ESMM and if environmental and social impact 
assessments produce negative impacts that are hard to mitigate within 
the subproject resources or require costly mitigation measures; or 

 

In this case, the Technical Department sends it findings to the OM and GD on 
the revisions that the JSC can introduce in the application form. An Application 
Status Notice must be sent to the JSC by the MDLF TD informing of the 
rejection, reasons for rejection and advising the JSC to submit a new 
application.  

b. Case 2: Request for project revision, and for the JSC to provide further details 
such as on the costing, impacts on people or environment, impact mitigation 



43 
 

strategy, or modifications are required on the PP, O&M plan, etc. In this case, 
the Technical Department prepares notes and recommendations of these 
findings and present these in the project evaluation report. A project Status 
Notice from the Technical department must be sent to the JSC asking to revise 
the application form and submit this to MDLF.  

c. Case 3: Conditional approval of the project if the project is higher than $500,000. 
The approval is subject to: conduct of further or detailed studies on 
environmental impacts and mitigating measures: design revision per 
environmental review; obtaining required licenses or permits; or if the project 
is income generating, the conduct of financial viability study. Once the JSC fulfills 
the conditions for approval, the MDLF DG prepares notes and recommendations 
and present these in the project evaluation report.  An Application Status Notice 
must be sent to the JSC by the MDLF.  

d. Case 4: Project approval if the costing is reasonable and within the JSC 
allocation, if there is adequate negative impact mitigation strategy, if the project 
design is acceptable, and if the required permits and licenses are obtained.  An 
Application Status Notice must be sent to the JSC by the MDLF informing them 
of the approval and to sign the Grant Implementation Agreement.  

82. The MOLG rejection decisions are open to appeal by the JSC.   In   such   a case,  the JSC 
shall   submit an official letter to MDLF presenting additional information to support its 
request for reconsideration. Appeals are settled by committee from MOLG comprising 
the TD manager, Procurement Manager and the Operations Manager), with no further 
right of appeal. The MDLF will send an official letter to the JSC informing of the result 
of the appeal.  

83. The appraisal and approval period shall not exceed five weeks from the date the MDLF 

receives the complete project documents. Annex 18 provides details of the process 

flowchart for Sub-Activity II. Annex 12 provide details of the Technical Operations 

Process Flowchart. 

84. All official correspondences from MDLF shall be emanating from the office of the 

GD. 

85. finally, the DPs shall be informed of the results of the project appraisal once 
complete. The MDLF will inform the corresponding donor with the approved 
projects in order for the donor to monitor implementation arrangements 
stipulated in the agreements.  
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Table No. (5)  Summary of Project Eligibility Assessment Criteria 

Project Application Evaluation Form 

No

. 

 

Project 

Appropriateness 

Indicators 

 

MDLF 

Conclusions 

Evaluation of Indicators Results 

(A/R/Re

) 

Approved 

(A) 

Revisio

n (R) 

Rejection 

(Re) 

1 Social/Environment

al Safeguards 

 Positive 

list                  

 Negative 

list 

Positive list N/A Negative list  

2 Budget requested 

from MDLF 

 below 

allocated 

Ceiling    

 above 

with 

commitment 

letter from 

JSC 

 above 

with no 

commitment 

letter 

Below 

ceiling/ or 

Above with 

Commitment 

Letter 

N/A Above with 

no 

commitment 

letter 

 

3 Environmental 

Impact  

 Adequate  

 Needs 

Revision    

Inadequate 

Adequate Revisio

n 

Inadequate  

4 Social Impact   Adequate  

 Needs 

Revision    

Inadequate 

Adequate Revisio

n 

Inadequate  

5 Community 

Participation (JSC 

and eligible VCs)  

 

Satisfactory      

 

Satisfactory N/A Unsatisfactor

y 
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Unsatisfactor

y 

6 Risk Assessment  Un-Risky          

 Risky 

Un-Risky N/A Risky  

7 Cost-Benefit 

Analysis 

 

Satisfactory      

 Needs 

Revision 

 

Unsatisfactor

y   but still 

eligible  

Satisfactory 

or 

Unsatisfactor

y but still 

eligible 

 

Revisio

n 

 

Unsatisfactor

y 

 

8 Availability of 

adequate PP 

 Adequate         

 Needs 

Revision      

Adequate Revisio

n 

N/A  

9 Availability of 

adequate OandM 

Plan 

 Adequate         

 Needs 

Revision      

Adequate Revisio

n 

N/A  

10 Project budget 

more than 

$500,000, or 

income generation 

 Yes                 

 No 

Yes N/A No  

 

MDLF 

Decision 

 

 Approval 

 

 Needs 

Revision/ 

Modificatio

n 

 

 Pre-

Approval and 

requires 

further 

detailed 

studies 

 

 Rejection 

If all indicators 

from 1 to 9 are 

evaluated as 

Approved 

If any of 

indicators 

number (3, 

4, 7, 8, 9) is 

evaluated as 

Revision 

If all 

indicators 

from 1 to 10 

are evaluated 

as Approved  

If any of indicators number (1, 2, 

3, ,7) is evaluated as Rejection 
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Table No. (6) Responsibility Matrix RM - Revision of the Projects Applications  

# Project 
Type 

Activity Technical Department Technical  
committee 
(from the 
executive 

Management and 
representative of 
JSC department of 

MoLG) 

MDLF 
GDO 

MDLF 
GD 

Program 
Committ

ee 
Area 

Engineer 
Supervisor Technical 

Department 
Manager 

1 Projects 
under 
$200000 

Applicati
on 
Revision 

Revision – 
notes and 
recommend
ations 

Notes and 
Recommend
ations 

Final Notes 
and 
recommendati
ons 

 Notes 
and 
Recom
mendati
ons 

  

Request 
Further 
Details 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

 
send
ing 
offici
al 
lette
r 

 

Rejection
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Reje
ction 
and 
send
ing 
offici
al 
lette
r 

 

Approval
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Appr
oval 
and 
send
ing 
offici
al 
lette
r 

 

2 Projects 
betwee
n 
$200,00

Applicati
on 
Revision 

Preliminary 
Revision – 
Notes and 

Notes and 
Recommend
ations 

Notes and 
Recommendat
ions  

Detailed revision  
- Final notes and 
recommendation

s  

Notes 
and 
Recom
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# Project 
Type 

Activity Technical Department Technical  
committee 
(from the 
executive 

Management and 
representative of 
JSC department of 

MoLG) 

MDLF 
GDO 

MDLF 
GD 

Program 
Committ

ee 
Area 

Engineer 
Supervisor Technical 

Department 
Manager 

0 – 
500,000 
 
 
 
 
 
 
 
 
 

Recommen
dations 

mendati
ons 

Request 
Further 
Details 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

 
send
ing 
offici
al 
lette
r 

 

Rejection
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Reje
ction 
and 
send
ing 
offici
al 
lette
r 

 

Approval
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Appr
oval 
and 
send
ing 
offici
al 
lette
r 

 

3 Projects 
more 
than 
500,000 
$, or 
Income 
Generati
ng 
projects 

Applicati
on 
Revision 

Preliminary 
Revision – 
Notes and 
Recommen
dations 

Notes and 
recommenda
tions 

Notes and 
Recommendat
ions  

Detailed revision 
– final notes and 
recommendation

s 

   

Request 
Further 
Details 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Send
ing 
offici
al 
lette
r 
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# Project 
Type 

Activity Technical Department Technical  
committee 
(from the 
executive 

Management and 
representative of 
JSC department of 

MoLG) 

MDLF 
GDO 

MDLF 
GD 

Program 
Committ

ee 
Area 

Engineer 
Supervisor Technical 

Department 
Manager 

Pre 
approval 
and 
request 
detailed 
studies  

  Notes and 
Recommendat
ions  

 Recom
mendati
ons and 
Follow 
up 

Reco
mme
ndati
ons 
and 
Follo
w up 
– 
Send
ing 
offici
al 
lette
r 
after 
Boar
d  
appr
oval 

discuss
ing GD 
recom
menda
tions – 
Pre 
approv
al and 
reques
ting 
detaile
d 
studies  

Rejection
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Reco
mme
ndati
ons 
and 
Follo
w up 
– 
Send
ing 
offici
al 
lette
r 
after 
Boar
d  
rejec
tion 

discuss
ing GD 
recom
menda
tions – 
Rejecti
on  
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# Project 
Type 

Activity Technical Department Technical  
committee 
(from the 
executive 

Management and 
representative of 
JSC department of 

MoLG) 

MDLF 
GDO 

MDLF 
GD 

Program 
Committ

ee 
Area 

Engineer 
Supervisor Technical 

Department 
Manager 

Approval
, and 
sending 
official 
letter 

  Notes and 
Recommendat
ions  

 Revision
, 
Recom
mendati
ons   

Reco
mme
ndati
ons 
and 
Follo
w up 
– 
Send
ing 
offici
al 
lette
r 
after 
Boar
d  
appr
oval 

discussi
ng GD 
recom
menda
tions – 
final 
approv
al  

 

    

 3.3.6 Signing Grant Implementation Agreements (GIA) 

96. Upon approval of the sub-projects, the JSC signs a “Grant Implementation 

Agreements (GIA)” (Annex 19) with MDLF which specifies the amount being awarded 

for its project and the arrangements for funds transfers, procurement, implementation, 

and M&E. Two copies of the GIA must be prepared and signed. One copy for the JSC, 

one copy to be archived in the MDLF files. The GIA must be accompanied with an 

approved PP, O&M plan, and cost-sharing plan if applicable.  
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       3.3.7 Procurement (Bidding Process) 

97. The JSCs are responsible for the procurement of their respective projects. They 
shall carry out procurement activities in accordance with the World Bank 
procurement guidelines as well as with relevant procurement laws of the PA.  
however, for projects funded by KFW MDLF Procurement Manual approved in 
September, 2014 or any approved updated version of this manual shall apply   
The JSCs shall prepare procurement plans that provide details of the 
procurement (e.g., works, goods or services), responsible parties and timelines 
for completion of procurement activities (see Annex ___ - template 
procurement plan). The procurement plans shall be attached to the GIA.  

98. The JSCs shall take into consideration all the variables and risks of the contracting 
method to be followed (according to procurement arrangements described in details in 
the procurement manual – Annex __). 

99. After the signing of the GIA, the following are key steps in the procurement 
process for joint projects: 

Activity Responsible entity Timeline 

i. JSC prepares and submits to MDLF bid package (including 
technical documents, specifications, bill of quantities, design 
drawings, site-specific environmental and social 
management plan, estimated costs, etc.) 

JSC 14 calendar 
days 

ii. MDLF evaluates bid package MDLF Technical 
Dept 

7 calendar 
days 

iii. MDLF approves bid package and informs LGU of approval MDLF GD  

iv. LGU issues invitation for bids JSC  

v. Preparation and submission to LGU of bids Prospective bidders 45 days  

vi. Evaluation of bids and submission of bid evaluation report 
(BER) to MDLF 

JSC 14 calendar 
days 

vii. Review of BER and clearance for LGU to proceed with 
contract award 

MDLF GD 7 calendar 
days 

viii. Contract negotiation and signing JSC and contractor 14 calendar 
days 

 

100. In the review by the MDLF TD, it shall ensure the following:  
a. Consistency with the approved application; 

b. Proper preparation and documentation, including engineering or other   

professional  certifications   as appropriate; and 

c. Technical soundness 

101. In case the technical  documentation is incomplete and/or differs 

materially from the approved application , the JSC must provide a written 

justification. The area engineer will review the justification and make a recommendation 

to the technical Department manager (through the supervisor) as   whether to   allow the 

differences. “Materiality"    in   this   contest   includes   the following:  
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a. Any increase in the amount of funds sought from the MDLF; 

b.  An increase in total project cost of greater than 10%; 

c.  Reduction in the project cost sharing, or change in the form or timing of the cost sharing; 

d. Any reduction in the deliverables; and   

e.  Any other change that reduces the value of the project in a significant way 

102. Generally, the MDLF will look favorably on changes arising from the following 

reasons: 

a. Better project estimates and more accurate details 

b. Improvement   in   project   impact and negative impact mitigation    or   cost-effectiveness 

discovered in the preparation of   the technical documentation 

103. Generally, the MDLF will not look favorably on the following types of changes: 

a. Change in project scope, type, and location 

b. Change in costs that are not subject to competitive bidding, 

e.g.  Personal services, consultancy, and sole source. 

104. If project cost increases and exceeds the allocation for the JSC, the JSC will 

cover the difference in the cost whether this increase is due to additional work or 

currency differences. An official commitment letter from the JSC should be attached 

to the bidding documents, in this case, the JSC must provide the MDLF with a 

commitment letter to cover the exceeded budget. 

105. The JSC should strictly follow the bidding process the MDLF has established. The 
JSCs shall to seek MDLF’s no objection prior to proceeding with key steps of the 
procurement process. 

    3.3.8 Project Implementation and Supervision 

106. Implementation of projects shall formally commence after the JSC issues a 
project start order to the contractor. A copy of this order must be sent to MDLF.  

107. The  JSCs shall ensure that: 
a. The Contractor implements the project per schedule provided in the bid 

documents;  
b. The Contractor complies with the technical and financial provisions in the 

contract agreement, and follows the technical specifications and LGSIP 
guidelines;  

c. Environmental and social mitigation measures as determined during the 
identification stage are implemented; 

d. The contractors comply and implement the environmental and social 
management plan satisfactorily. The JSC’s Engineer with support from MDLF 
shall monitor contractor compliance to environmental and social 
considerations on daily basis according to ESMM. 

e. JSC engineers prepare progress reports on the contracts (See Annex 13 for 

template of progress report) and submit such reports to the MDLF no later 

than 15 days after each milestone (or payment tranche).   Such reports shall 
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include: progress of the work against the original working schedule, technical 

and managerial constraints facing the project and the solutions adopted to 

overcome these constraints, divergence (if any) from LGSIP guidelines and 

justification for such variations, environmental and social considerations, 

contractor performance, and payments request submitted by the Contractor 

approved by the  or JSCs.  

f. Payments made to the contractor shall follow the procedures as set forth 
in the financial management section of this manual. When laboratory 
tests are needed (for quality assurance purposes), the JSC shall outsource 
these tests and pay the laboratory directly. These payments shall be 
reimbursed by the contractor to the  or JSCs based on original invoices. 
The Financial offer of the bidder/supplier should include the cost of these 
tests. It is the right of VC to choose the best technical laboratory to 
conduct the tests and this should be clear to the bidder/supplier in the 
bidding documents. 

g. Processing of variation orders should follow procedures as described in the 

procurement section of the POM. The  JSCs should document a variation order 

in any case that requires variation in the contractual timeframe, deliverables, 

quantities, cost, and specifications, etc. 

108. Supervision of works projects. MDLF throughout the implementation 
phase shall monitor the work process and verify the output and the progress of 
the work to ensure compliance with LGSIP guidelines and quality. More 
specifically, the engineer from the Project Department and an engineer from the 
district offices shall participate in bid opening, at least two visits during 
implementation and finally participate in handing over of projects.  

109. Specifically, the MDLF shall: 
e. Conduct selective supervision visits to projects under implementation; 
f. Oversee the work implementation and assist in solving any arising 

constraints; 
g. Ensure the quality control of the project implementation and outputs; 

and 
h. Verify that the project is going toward achieving its intended 

objectives. 
110. The MDLF engineers shall conduct site visits to support the JSCs in their 

supervision of the implementation of their projects.  Based on the progress 
reports submitted by JSCs and their visits, and the output monitoring indicators 
which were defined in the project log-frame developed in the design phase of 
the support program, the MDLF engineers will update the Excel sheets of the 
monitoring process to document the physical achievement of the projects and 
the percentages of disbursements.  

 
111. Project handover. At the completion of the project activities, the JSCs will 
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issue a handover certificate for the Contractor. Before issuing such a certificate, 
the JSC shall: 

e. Invite the MDLF engineer (or TLC, if applicable) to visit the site and 
ensure that the project is completed at satisfactory standards 
(compared to project objectives and targeted outputs) and the 
handover certificate could be issued.  

f. Verify   that   the   maintenance   bond   is   secured   and 
maintenance of the work during the maintenance period will be 
guaranteed. 

g. In case of Goods projects, once goods delivery is completed, the  JSCs will 
issue a handover certificate for the supplier. Before issuing such a 
certificate the  JSCs shall invite the MDLF engineer to visit the site and 
ensure that the goods are supplied exactly according to the 
contractual conditions and specification.  

h. If applicable, the MDLF engineer verifies that the maintenance bond   is 
secured and maintenance of the supplied goods during the 
maintenance period will be guaranteed within 30 days, starting the day 
the JSC approved the variation orders. 

112. The  JSCs shall prepare and submit the project final report (Annex 21) to MDLF. 
Such a report will include and verify the following: 

i. Actual time schedule vs. contract time schedule 
j. Approved time extension 
k. Actual dates of payments to the contractor 
l. Documentation for all quality control measures such as laboratory tests;  
m. Special problems encountered during the implementation of the project 
n. Environmental and social issues and complaints 
o. All deliverables of the project 
p. Contract price and contract Bill of Quantities (BOQ) in comparison to 

actual cost and BOQ. 
 

113. The report shall also include output achievements and contribution to the 
outcome indicators. 

3.3.9 Environmental and Social Management  

114. The environmental and social management of the Program will be guided 
by the Environmental and Social Management Manual (Annex 08).  

115. The JSC engineers are responsible for supervising the environmental and 

social management of the JSC project, supported by MDLF social and 

environmental technical staff.  

116. MDLF through their staff or/and LTCs are responsible to provide support, audit, 
and monitor environmental and social management. 
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117. The JSC Engineers will be responsible to ensure that contractor’s works are 
complying with ESMM, and instruct project workers and personnel on the 
compliance with the sectoral ESMP. The MDLF or its consultants are to monitor this 
action. 

118. Finally, the MDLF Environmental and Social Specialists shall periodically 
conduct auditing for the sub-projects, and support MDLF Engineers and JSC Engineers 
to comply with environmental and social requirements. 

119. Reporting. Project reporting  by JSC and MDLF are to include environmental and 

social section, detailing the status of environmental and social performance under the 

program, including overview of deviations/violations of ESMPs encountered over the 

report period, monitoring of social complaints, social issues,  instructions given to the 

contractors for addressing identified issues, and follow-up actions on the revealed 

outstanding matters. The reports are: 

a. JSC engineers supervisions reports 

b. MDLF/LTC site visit reports. 

c. MDLF  Environmental and Social Monitoring visits reports  

d. JSC Final Project Report  

 

3.3.10. Grievance Redress 
120. The handling of complaints regarding the identification, preparation, 

implementation of joint projects shall follow the same guidelines and processes as 

spelled out for projects under Sub-activity 1 (Section 3.2.10). 

 

 

3.4 Sub-program Three: Capacity Building and Institutional development  

 

121. The PA program intends to sharpen its approach for capacity building and provide 

more targeted capacity support to VCs and JSCs in line with their key roles and 

responsibilities. Core local governance systems would be strengthened to support LG 

sector consolidation, taking into account required minimum capacity. These include 

institutional systems (e.g. planning, financial management, monitoring), accountability 

systems (e.g. grievance and complaints handling systems), auditing and oversight. In 

line with the PA’s intention to enable large VCs to evolve into cluster centers and 

eventually become municipalities, the PA would also strengthen their project 

implementation capacities. For the small VCs, the PA intends to shift implementation 

responsibilities to JSCs, subject to their capacity and adherence to a good governance 

framework for joint service provision. 
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3.4.1 Objectives of this Sub-program: 

122. The overall objective of the Program is to support the strengthening of VCs and 

JSCs to enable them to govern and deliver mandated services. The Subprogram is also 

meant to facilitate the achievement of core intended outcomes of the Program as 

specified in the Program Results Matrix and Disbursement Link Indicators Matrix (see 

PAD, pp 62, 68). As such, the capacity building and institutional  development activities 

will a) ensure that VCs and JSCs become eligible to partake of the basic and 

performance grants; b) support VCs and JSCs prepare and implement projects; c) 

ensure that fiduciary and safeguards requirements are  met; and d) support the 

implementing agency in the efficient execution of the project. Studies are also to be 

carried out to inform the policy dialogue on local government and service delivery.   

 

3.4.2 Scope, design and activities 

123. The Program will support the strengthening of the four (4) main groups of 

stakeholders: a) VCs, b) JSCs, c) communities, and d) MoLG officials and staff. Priority 

will be on training activities that will help VCs and JSCs become eligible to participate 

in the Program. Capacity development (CD) packages will be developed for specific 

needs and the type of capacity building interventions will differ based on the size and 

capacity of the VCs and JSCs.  

124. The CD activities will consist of orientation workshop, conferences, classroom 

type trainings, knowledge exchange programs, peer-to-peer learning sessions, 

coaching, etc. The content and execution of the CD activities can be delivered by MoLG 

itself, TLCs, outsourced training providers, or by DPs. 

125. The MoLG shall develop a Five-year Capacity Development Plan, from which 

annual capacity development action plans (see sample in Annex 25) will be based. The 

five-year and annual CD plans will be discussed with the DPs prior to their 

implementation. Typically, the annual CD plans are developed by MoLG and agreed 

with the DPs every December during Program implementation. 

126. There are four (4) broad categories of CD activities to be carried out under the 

Program as discussed below. 

a) Key functions of VCs and JSCs: 

i. Participatory planning (joint planning or individual VC planning)  

ii. Budgeting (preparation, submission, execution and reporting) 

iii. Organizational management (staffing, preparation of job descriptions, 

work processes, etc.) 

iv. Community mobilization and citizen engagement 

b) Fiduciary and safeguards 
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i. Financial management 

ii. Procurement 

iii. Social and environmental impacts management (ESSM) 

c) Project cycle 

i. Project identification 

ii. Project preparation 

iii. Project supervision and contract management 

iv. Project monitoring and evaluation 

v. Grievance redress pertaining to projects being implemented by VCs or 

JSCs 

d) Support to MoLG for improved performance.  

 

Table (7): Capacity Building Support Modules 

 Capacity Building 
Support 
Modules 

Targeted intervention  Technical Assistance Areas of 
Intervention 

Module 1 VCs NOT 
meeting the 
Program 
eligibility 
criteria 

Capacity Building 
support to enable 
them to meet 
eligibility criteria 
and gain admission 
into the Program. 

Participatory Planning  

 Technical support on 
preparing participatory 
plans according to the 
guidelines. 

 Technical support on 
preparing projects’ profile 
including preparing the 
Operation and Maintenance 
plans. 

 Technical support on annual 
update process of the 
participatory plans. 

 

Local Government Financial 
Management  

 Roll out budgeting 
procedures and support in 
budget preparation, 
submission, execution, and 
Reporting. 
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 Capacity Building 
Support 
Modules 

Targeted intervention  Technical Assistance Areas of 
Intervention 

Community Mobilization and 
Citizen Engagement 
Strengthening. 

 

Module 2 VCs meeting 
the Program 
eligibility 
criteria and  
with a 
population 
exceeding 
4,000 

Capacity Building 
support that aim to 
strengthen the 
institutional 
capacity, 
performance and 
the quality of 
service they deliver 
to enable these 
VCs to evolve into 
cluster centers and 
eventually become 
municipalities. 

Participatory Planning  

 Technical support on annual 
update process of the 
participatory plans. 

Procurement  

 Provide orientation/training 
program on the new 
procurement instructions. 

 Support Institutionalizing of 
the new procurement 
instruction by providing 
support to adapt and 
practice the procurement 
procedures according to the 
new instructions. 

Infrastructure Management 

 Support to adapt and 
practice the environmental 
and social management 
guidelines.  

 Support to practice contract 
management and 
supervision aspects. 

 
Effective and Efficient Service 
Delivery and Organizational 
Development  

 Support to implement 
adaptable organizational 
structures, job descriptions, 
and working processes 
(Including complaint and 
suggestions system). 
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 Capacity Building 
Support 
Modules 

Targeted intervention  Technical Assistance Areas of 
Intervention 

Local Government Financial 
Management  

 Roll out Accounting 
procedures and systems 

 

Community Mobilization and 
Citizen Engagement 
Strengthening. 
 
 
 
 

 
 

Module 
3 

Eligible JSCs 
and VCs 
meeting the 
Program 
eligibility 
criteria and  
with a 
population 
below 4,000 

Capacity Building 
support that aim to 
strengthen the 
institutional 
capacity, 
performance and 
the quality of 
service they deliver 
to enable these 
VCs and JSC to 
evolve. 

Participatory Planning  

 Technical support on annual 
update process of the 
participatory plans. 

Procurement  

 Provide orientation/training 
program on the new 
procurement instructions. 

 Support Institutionalizing of 
the new procurement 
instruction by providing 
support to adapt and 
practice the procurement 
procedures according to the 
new instructions. 

Infrastructure Management 

 Support to adapt and 
practice the environmental 
and social management 
guidelines.  

 Support to practice contract 
management and 
supervision aspects. 
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 Capacity Building 
Support 
Modules 

Targeted intervention  Technical Assistance Areas of 
Intervention 

Effective and Efficient Service 
Delivery and Organizational 
Development  

 Support to implement 
adaptable organizational 
structures, job descriptions, 
and working processes 
(Including complaint and 
suggestions system). 

 
Community Mobilization and 
Citizen Engagement 
Strengthening. 

 

3.4.3 Institutional Development and Capacity Building Sub-Program 

Implementation phases 

Phase One: Preparation Phase  

 Preparing the 5-years MoLG Capacity Development Plan, and the annual 
capacity development action plan, presented in Annex 25. 

 Designing and developing the technical assistance CB packages by MoLG. 

 Orientation of LGUs about the capacity building sub- project by MoLG.  
   

Phase Two: Initiation Phase  

 CB Packages Selection by MoLG, Grouping, and Approval. 

 Announcing CB packaged per VC and JSC. 

 Signing MOUs  with the VC and JSC   
 

Phase Three: Procurement Phase 

 Procurement Process by the MoLG. 
 

Phase Four: Implementation Phase 

 Implementation by the VCs, JSC and MoLG 
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3.5 Sub-program Four: Infrastructure Investments in marginalized 
communities in   Area C. 
 

Sub-programs Four is a component of village support program mainly implemented by the 
EU, and Austria, Italy and Sweden through the UNDP. It will provide funding for 
infrastructure investments in marginalized communities in VCs with a minimum 
population share of 60 percent residing in “Area C”.  
The master plan or outline plan of the VC must be either approved or (tacitly approved if 
no major objection has been raised within 18 months following the submission of the plan 
by the Village Council to the ICA).  No additional eligibility criteria would apply for Area C 
VCs to be eligible for financing under this Sub-program. Thus, the sub-program will support 
service delivery in marginalized communities and vulnerable VCs in Area C. This Sub-
program will be executed by the MDLF. 
The investments in Area C are meant to provide access to roads, access to water networks, 
new playgrounds, additional class rooms, multi-purposes services centers and 
kindergartens. 
 
Call for proposals 
A Steering Committee (SC) will be constituted comprising MDLF, MOLG and EU. The SC shall 
approve the list of localities and a list of sub-projects. A Technical Committee (TC) is also established 
for the purpose of implementing this Sub-program and will consist of representatives of the 
planning and projects departments of the MoLG and MDLF. The TC is responsible for reviewing the 
action plans of communities and prepare a list of eligible projects that can be considered for 
funding.  

 

 

3.5.1 Project Appraisal  
 

The MDLF shall appraise the projects proposed for funding and will use two (2) sets of 

criteria for the evaluation: a) relevance of the proposal with Ministerial Committee for 

Area C development, number of population, vulnerability to disasters, distance to main 

city/LGU, and presence of separation wall (Table xx); and b) readiness of the project for 

implementation, gender/youth/children/environmental impacts, and feasibility (Table 

yy below). 

In their review, MDLF and MOLG are expected to visit proposed project sites and they 

will prepare reports on their findings as part of their review. The MoLG and MDLF will 

prepare a list of projects that are positively evaluated and submit to the SC for final 

approval. 
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A set of localities (not LGUs) will be nominated to implement sub-projects in within each 

geographical area using competitive criteria with a total score of 100 points, where the results 

will be prioritized in an ascending manner per each geographical area.  

Table ___: Primary criteria for assessing VC projects in Area C 

Sub-Criteria Source of 

Verification 

Max. Score How to calculate the scoring Per LGU ? 

strategic issue/projects related 

to Area C in compliance with 

Ministerial Committee for area 

C development with a scoring  

Ministerial 

Committee 

Decision 

20 points 20 points will be given to the LGUs with high 

interest from the ministerial committee, which 

could be considered as strategic issue, or if there 

is a joint project that could serve neighborhood 

localities. 

(this has to be done in a transparent manner) 

No. of Population for each LGU 

within each cluster 

PCBS + Action Plans 

(needs assessment) 

20 points Higher population will have total score (20) and 

the scoring for the remaining localities will be 

calculated proportionally. 

Vulnerability for LGUs within 

each cluster 

OCHA vulnerability 

assessment  

30 points High vulnerable locality will have total score (30) 

and the scoring for the remaining localities will 

be calculated proportionally. 

Distance from the main 

city/town where the LGU is 

served with the services) 

MOLG-Planning 

Department 

15 points Farthest locality from the main city in the 

Governorate will have total score (15) and the 

scoring for the remaining localities will be 

calculated proportionally. 

Separation wall, direct adverse 

impact on the community 

within each cluster 

MOLG/Planning 

Department + 

Secondary 

Resources 

15 points (Yes/No) 

- The localities that are subject to direct 

adverse impact by the separation wall will 

have a total score (15).  

- The localities that are not subject to direct 

adverse impact by the separation wall will 

have a zero score. 

 

Table __: Secondary criteria for project assessment 

Sub-criteria Source of 

Verification 

Max. Score How to calculate the scoring Per 

sub-project? 

Readiness of the projects sites to start 

up the implementation including: 

- Approvals from the line ministries 

- Compliance with social and 

environmental safeguards 

MDLF and 

MOLG sites 

visits 

10 points (yes / No) 

Max: 10 points 

Min: Zero 
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- Commitment from the LGU to do 

the maintenance of the project as 

needed. 

 

The sub-projects will be scored 

from zero to 10 as follows: 

- Approvals from the line 

ministries (5 points) 

- Compliance with social and 

environmental safeguards (3 

points) 

- Commitment from the LGU 

to do the maintenance of 

the project as needed (2 

points) 

 

Serving gender, youth, children Technical 

documentation 

review by MDLF 

and MOLG 

10 points High : 10 points (for the projects 

that obviously serve Gender/ 

Youth…) 

Intermediate: 5 points for the 

projects where the Gender 

Sensitivity is not obvious. 

Low: the project has negative 

impact on Gender/youth   

Positive impact on the environment Technical 

documentation 

review by MDLF 

and MOLG 

10 points High : 10 points for the projects 

that obviously have a positive 

impact on the environment. 

Intermediate: 5 points for the 

projects where the  positive 

impact on the environment is 

not obvious. 

Low: the project has negative 

impact on environment   

Feasibility of the projects (cost 

efficiency) 

MDLF and 

MOLG 

10 points The cost per beneficiary will be 

calculated for the sub-projects. 

The sub-project with the lowest      

(cost per Beneficiary) will have 

total score (10) and the other 

sub-projects will be scored 

proportionally. 
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3.5.2  Procurement, project implementation and supervision, 
environmental and social management and grievance redress) 

The processes for procurement, supervision, environmental and social management as 
well as complaints handling will be the same as those for Sub-program Two - Conditional 
Capital Grants for Investment in Joint Projects); and these can be found in Sections 3.3.8-
10. 

 

 

4. Citizen Engagement 
 

127. Citizen engagement is a primary focus of the Program and is at the core of the 
intended support. Thus, strengthening VC and JSC capabilities to engage effectively 
with their citizens is a priority area for capacity building under the Program. The 
Capacity Building plan presented in Annex 25 specificies programs for strengthening 
citizen engagement through participatory planning, infrastructure prioritization (e.g., 
in the preparation of ACIPs), grievance resolution mechanisms, participatory M&E and 
improved social accountability, public disclosure and other transparency measures. The 
Program would also provide MoLG institutional strengthening and policy support to 
enable it to meet the Program objectives in terms of citizen engagement.  

128. Citizen engagement will be prominent in two (2) areas: planning and grievance 
redress system. 

129. Planning. Participatory planning is an eligibility criterion for the Program. As such, the 
Program will support the implementation of participatory planning in all the VCs as part of the 
preparation of their ACIPs and consolidated ACIPs. In the annual village capacity assessment, 
the MoLG will screen the adequacy of the ACIPs based on which VCs with non-qualified ACIPs 

would become candidates for capacity support in participatory planning6, and would receive 
support to prepare ACIPs in a participatory manner. JSCs that would be required to execute 
ACIPs on behalf of their member villages would receive capacity support from the MoLG to help 
them in the process.  

130. Participatory planning requires that:  
a. VCs present their ACIPs and associated budgets that are linked with their 

proposed five-year development plans in public Town Halls for discussion with 
and input from residents; and  

b. Voluntary community project support groups are created in VCs, with the 
support of community mobilizers, to ensure that voices of the different 
demographic, social, and economic groups of those VCs are heard throughout 
the process. The voluntary community project support groups will have a 

                                                           
6 Lessons learned from the review of different participatory planning exercises would give room to the MoLG to 

revise and adopt formally one single unified approach for participatory planning at the VCs levels in a manner similar 

to SDIPs for municipalities. 
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representation from marginalized groups, such as women, youth, and 
grassroots organizations.  

c. Obtain resident validation of the proposed Plan either provided through the 
confirmation of the community project support group, or on a modified form of 
the plan in the town hall meeting.  

131. To enable maximum level of public access to information, the validated form of 
the Plan will then be publicly disseminated in a variety of media and non-media outlets, 
including on public notice boards, and in social media. Capacity building and just-in-
time support will be provided to VCs in preparing for and implementing the 
participatory planning process, including, importantly, on participatory planning, 
communications strategies, organization of public Town Hall meetings, and mediation. 
The MoLG will receive support under the Program to appoint community mobilizers as 
needed, to facilitate participatory planning.  

 
132. The participatory planning requirements and voluntary support groups’ 

formulation and functions description in the POM will be further elaborated after the 
first two months following the Program launch.  

 
133. Grievance handling process. Citizen engagement will also be promoted by 

strengthening the grievance handling process in the VCs and this can be through 
various means established for addressing complaints and receiving suggestions at 
MoLG. The details of the grievance redress mechanism (GRM) is detailed in the 
Environmental and Social Management Manual (ESMM, Annex 8) as part of the POM. 

134. Finally, citizen feedback will be obtained  through annual independent 
beneficiary impact assessments and community score cards implemented on a 
sampling basis that will be commissioned by MDLF to assess the satisfaction of 
beneficiaries with the application and adequacy of the participatory planning and 
prioritization process for projects, and will employ community mobilizers for carrying 
out of periodic participatory M&E exercises. 

 
 

5. Program Implementation Management  

135. The Program will use existing government systems. Hence, implementation will 
be carried out by VCs, JSCs or similar joint service provision arrangements, the MoLG, 
and the MDLF. MoLG has the legal mandate for local government affairs and is in charge 
of overall policy setting and supervision. The MoLG has lead responsibility for overall 
coordination and oversight in the sector. Within its mandate, the MoLG will also lead 
implementation of the Annual Capital Grants for delivery of local services (Sub-program 
1) and Capacity Support for strengthening Local Governance Institutions (Subprogram 
3).  

136. The MDLF will be responsible for managing Conditional Capital Grants for 
Investment in Joint Projects (Sub-program 2) and function as the Program Secretariat 
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providing implementation support across the Program, including performing the 
Program management functions required under LGSIP. MDLF’s responsibilities to 
provide Program implementation support will include preparing the Program financial 
statements, organizing the Program audit, preparing and updating the Program 
Operational Manual (POM), and compiling reporting on results and DLIs. The Program 
Secretariat will report to the Program Committee, chaired by the Minister of Local 
Government and headed by the Deputy Minister.  

137. The MoF will be responsible for ensuring that disbursements under LGSIP are 
carried out in line within the agreed timeframe. A detailed matrix of roles and 
responsibilities is included in Annex 1.  

138. Large VCs who meet the eligibility criteria will receive annual capital grants 
directly into their accounts and would be responsible for the implementation of their 
ACIPs. Small VCs eligible under the Program will be allotted capital grants, but funds 
will not be transferred and execution of their ACIPs would be delegated to JSCs. JSCs 
would execute ACIPs for small VCs. MoLG will have the regular oversight and 
supervision function as per the existing legal framework. MDLF will coordinate and 
manage the implementation of the Conditional Capital Grants including providing any 
required TA to support JSCs to implement the joint projects financed out of the 
conditional capital grant. MoLG will be responsible for managing capacity building 
support provided under the Program for strengthening the institutional systems and 
capacities of VCs, JSCs and other central agencies.  

139. The Program will be implemented through the PA’s budget system. Amounts 
corresponding to the estimated allocations for the Annual Capital Grant, the 
Conditional Capital Grant and Capacity support in a year would be included in the PA 
budget. The World Bank will provide funds in advance of achievement of a result (i.e., 
a DLI)  up to a ceiling of 25 percent of the total World Bank financing, if needed. The 
advance would be on a rolling basis and will be adjusted against the achievement of 
DLIs. 

140. All Program payments will be made through the Central Treasury System. The 
Program would follow the established fund flow procedure for the PA under which the 
MoF requests disbursements from the World Bank, based on the supporting 
information provided by the Program Secretariat and the Independent Verification 
Agent (IVA). The Bank would disburse the requested funds to the PA’s Central Treasury 
Account (CTA). Hence, the LGSIP will be accounted for in the PA budget, and the annual 
investment grant flow will appear under MoLG’s ‘Support to LGUs – Capital Grants’ 
budget line item. Accordingly, funds will be channeled from MoF to MoLG in 
accordance with budget provisions and current mechanisms.  

141. Program disbursements include the following: (i) Annual Capital Grant 
disbursements will be transferred as part of the budget execution process, on a timely 
basis, to the MoLG. The MoLG will transfer directly to large VCs their allocations and 
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will retain the allocations for small VCs. (ii) Disbursements for the Conditional Capital 
Grant will be made to the MDLF who will be responsible for coordinating and managing 
the implementation of joint projects. (iii) Annual allocations for capacity support will 
be disbursed directly to MoLG who will manage the execution of capacity support 
activities. (iv) Program Management expenditures would be disbursed to MDLF as the 
Program Secretariat following established government expenditure processes.  

142. Participating VCs and JSCs will be responsible for implementation of sub-projects, 
identified through preparation of the participatory ACIPs. All flow of funds 
arrangements will be detailed in the Program Grant Agreements. Disbursements from 
the Bank to the PA, i.e., the Program funds, will be disbursed to MoF based on verified 
achievement of the agreed DLIs in amounts corresponding to the DLIs achieved in a 
year adjusted for the advance payment. 

143. Participating large VCs receiving the Annual Capital Grant would be responsible 
for implementing investments and activities identified in the ACIP in accordance with 
the public procurement procedures applicable for LGUs. VCs will be responsible for the 
custody and management of financial resources transferred to them and to utilize them 
in accordance to the provisions of the Local Government Financial Manual. VCs annual 
financial statements will reflect expenditures relating to the annual capital grants as a 
separate line item. To strengthen VCs’ accountability to their stakeholders, the 
Program Action Plan includes actions encouraging annual independent external audits.  

144. The annual audit will provide assurance to all stakeholders on the VC’s capacity 
to manage its affairs in accordance with the established rules and regulations and in 
accordance with accepted standards and rules for financial propriety. This “learning by 
doing” approach for capacity building of large VCs in planning, implementation, and 
financial management will enable VCs to strengthen their capacities as they gain 
experience through the course of the Program.  

145. VCs will use the capital grants to implement their ACIPs in accordance with the 
predictable and transparent transfer formula. Large VCs may choose to implement sub-
projects included in their ACIPs either by themselves or through JSCs. 

146. Small VCs that become eligible under the Program would be allocated annual 
capital grants based on the predictable and transparent allocation formula. However, 
unlike large VCs, the annual capital grants allocated to small VCs will be disbursed by 
the MoLG. Sub-projects identified in the ACIPs of small VCs will be executed by JSCs. 
MoLG District Directorates will provide regular technical and financial oversight 
through their existing supervision structures and processes. 

147. MoLG will manage capacity building and TA activities to prepare VCs and JSCs, 
which are not yet eligible for funding for Program investments, and to also guide and 
assist eligible VCs and JSCs through implementation. MoLG will also be responsible for 
all arrangements with supporting establishing jointly service provision arrangements 
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between VCs with a good governance structure for qualification to the Program’s 
investment funding. MoLG, through its General Departments and District Directorates, 
will also provide regular oversight and supervision of VCs as per government systems. 
MDLF will function as the Program Secretariat, performing Program management 
functions including the organization and management of Program activities and 
preparation of Program Financial Statements. For joint projects financed by Conditional 
Capital Grants, MDLF will also coordinate and supervise implementation, including 
Financial Management and Procurement. 

148. MoLG and MDLF would use the Program funds exclusively for the 
implementation of agreed Program activities using the PA financial and procurement 
procedures. The technical, fiduciary, environmental and social systems assessments 
have confirmed the appropriateness of the implementation arrangements and capacity 
of the PA for carrying out the activities with the aim of meeting the expected Program 
results. The default setting for the Program would be that the MoLG, in charge of policy 
setting and supervision for local government affairs, would be responsible for meeting 
the key Program results, and would transfer funds to the MDLF for implementing 
Conditional Capital Grants and to perform Program management functions as the 
Program Secretariat.  

149. A Program Committee (PC) is established as the overall Program coordinating 
body and for critical decision making. Members include the Minister of Local 
Government (Chair), Deputy Minister of Local Government (Head), MDLF General 
Director, and MoF Accountant General. The PC will be supported by the MDLF in its role 
as Program Secretariat responsible for performing implementation support and 
Program management functions under LGSIP. The MoLG has appointed a technical 
level committee comprising members of the key relevant MoLG departments and 
directorates. This technical level committee is headed by a qualified staff member in 
the MoLG to support coordination within the Ministry, liaise with the MDLF, and 
provide direct support to the MoLG Deputy Minister in his role as focal point and Head 
of the PC. This staff will be considered the overall Program Coordinator. The PC shall be 
established prior to Program implementation start and will have the main function to 
coordinate among the Program main stakeholders and DPs towards meeting the 
Program results, to ensure effective inter-ministerial coordination and to monitor and 
follow up on Program progress. The PC will also discuss and approve the POM, Program 
work plans, progress and financial reports and approve eligible VCs and JSCs, including 
funding allocation.  
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6. Financial Management Arrangements 

   160. Purpose. The purpose of this section is to set detailed guidelines for the VCs, JSC, 
MOLG and MDLF Financial Departments and its employees to assist them in ensuring the 
orderly and efficient management and control of all program resources, and to render 
proper accountability to all stakeholders. It is concerned with effective financial control 
over program assets, liabilities, funds, and expenditure together with the systems 
required to account for the financial operations of the program.  

150. In sum, the policies and guidelines convey procedures for sound financial 
management and administration by the Financial Departments of the MolG and MDLF.  
This manual is in compliance with the Ministry of Finance financial management and 
control procedures. In specific terms, the FMAs section including policies and 
procedures are designed to: 

 
a. Promote orderly, economic, efficient and effective operations consistent with 

program objectives; 
b. Minimize and attempt to prevent and detect fraud and errors;  

 
c. Ensure accuracy and completeness of the accounting records;  

 
d. Ensure smooth flow of funds form Financing Partners to MOF and From MOF 

to MOLG , VCs and MDLF; 
 

e. Facilitate timely preparation of financial information and ensure that financial 
statements are fairly and accurately presented;  

 
f. Safeguard program assets; and  

 
g. Ensure compliance with applicable laws, financial policies and regulations. 

 

170. Disbursement Arrangements. The LGSIP will have two disbursement 

arrangements: 

h. For the PforR funds for Sub-programs I, II and III, related  disbursement will 
be based on achieving the Disbursement Link Indicators specified in the 
Project Appraisal Document (PAD).  
 

i. For the Other Donors providing parallel Funding for Sub-programs 2 and 4 the 
disbursement will be based on the MDLF regular disbursement procedures 
specified in the MDLF Financial Policies and procedures Manual, in particular, 
the Interim Financial Reports (IFRs).  

151. Flow of Funds under PforR. The design of the Program relies on the existing 
institutions and Palestinian Public Financial Management systems. It will be 
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implemented through the PA’s budget system. Amounts corresponding to the 
estimated allocations for the Annual Capital Grant, the Conditional Capital Grant 
and Capacity Support in a year would be included in the PA budget. Program funds 
will be disbursed to MoF based on verified achievement of agreed DLIs in amounts 
corresponding to the DLIs achieved in a year.  

152. The Program would follow the established fund flow procedure for the PA under 
which the MoF requests disbursements from the World Bank, based on the 
supporting information provided by the Program Secretariat. The Bank would 
disburse the requested funds to the PA’s Central Treasury Account (CTA) and funds 
will be channeled from MoF to MoLG and MDLF in accordance with budget 
provisions and current mechanisms.  

153. Annual Capital Grant disbursements will be transferred as part of the budget 
execution process to the MoLG. The MoLG will transfer directly to large VCs their 
allocations and will retain the allocations for small VCs.  

154. Conditional Capital Grant disbursements will be made to the MDLF.  
155. Annual allocations for Capacity Support will also be disbursed directly to MoLG. 

Program Management expenditures would be disbursed to MDLF as the Program 
Secretariat following established government expenditure processes. 

156. MoF should ensure that total annual (not periodic) LGSIP allocations are timely 
transferred to MoLG zero balance account, including MDLF allocation for Sub-Activity 
II (by January). MoLG will not be required to remit back the unspent funds at the end 
of the fiscal year.  

157. Program funds from the World Bank (PforR) will be deposited into the MoF CTA. 
Allocations for Program activities will be budgeted for under the MoLG budget 
allocation. The development budget expenditure cycle for  VCs will be subject to the 
same controls applicable for the expenditure of line ministries. However, small  VCs’ 
development budget expenditure would be paid to contractors directly by MoLG on 
behalf of VCs. The MoF Financial Controller function is decentralized to line ministries 
and has to approve ex-ante, at the payment stage, every single expense through the 
BISAN unified accounting system.  

158. Two types of fund flow arrangements would be applied for the program, as 
follows: 

a. Funds channeled from MoF to MoLG. The Annual Capital Grant allocation for VCs 
will be disbursed by MoF to MoLG using the PA public disbursement 
mechanism. In accordance with the general budget and its detailed provisions, 
MoF informs line ministries about their available budget ceiling on a quarterly 
basis, and the cash is deposited in a designated account linked to the Single 
Treasury System managed by the line ministry upon achievement of DLIs 
relevant to MoLG. No special designated account will be opened at MoLG. 
Based on the VCs approved annual budget, MoLG will transfer allocations for 
large VCs directly to the VC’s bank account within two days after receiving the 
transfer from the MoF. The MoLG will retain the portion of the Annual Capital 
Grants relating to small VCs as well as the annual allocations for Ab-Activity III 
Capacity Support activities under the Program. MOLG on behalf  of the small 
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VCs will pay payments directly to the contractors for their development budget 
expenditures. 

 VCs pay for their projects under the Program and submits requests for 
reimbursement from MoLG. Full supporting documents should be provided to 
the MoLG to allow for reimbursement. 

 Advances: VCs will receive an advance payment representing 60 percent of its    
allocated amount for the selected projects. VCs will submit evidence of eligible 
expenditures within a maximum of 30 days from the date of the receipt of the 
advance. Further payments for the grant will be against documentation of 
eligible expenditures. Ineligible expenditures will remain as advance to the VCs 
until providing eligible expenditures in lieu or refund the grant account. Each 
VC will report quarterly to MoLG on the use of the advance within two weeks 
of each quarter end. 

b. Funds channeled from MoF-MOLG to MDLF. MDLF will have the sole 
responsibility to disburse under Sub-Activity II for joint projects implemented 
through JSCs on their behalf to suppliers and contractors.  

As a prerequisite, MDLF should send to MoLG an estimated annual allocation for 
sub-Activity II. Accordingly, MDLF will prepare a cost estimate for approved joint 
sub-projects proposals, and will submit payment requests to MoLG. Likewise, 
MoLG should estimate annual allocation for Sub-program II and III, and sends to 
MoF consolidated (with MDLF’s) Program budget allocation requesting to release 
LGSIP total allocation for the year (by July). As such MoF is to include LGSIP 
allocation in MoLG budget under support to LGUs line item, (by October).   

MoLG should ensure that Annual LGSIP Sub-program II allocations are timely 
transferred from MoLG to MDLF account (by January). MDLF will follow up with 
MoLG to ensure LGSIP allocations for Sub-program II are timely received to MDLF 
bank account.   

MoF should submit a withdrawal application to the Bank (by July) after receiving 
a notification confirming fulfillment of the Disbursement Conditions against the 
specific DLIs from the World Bank.  

159. Budgeting under PforR. The Ministry of Finance (MOF) will include an 
annual allocation in the PA budget.  The allocations will be  for the three main 
Program  sub- program components under support to Local Government budget 
line item as follows: 

a. Annual Capital Grants for the Delivery of local services by VCs. 
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b.  Conditional Capital Grants for Infrastructure Service Delivery through 
“Joint” Projects”, including MDLF annual management fees.  

c.  Capacity Development for Strengthening Local Governance Institutions 
at the Central and Local level. 

160. Flow of Funds for disbursements not linked to DLIs. Funds will be released 

from Development Partners (DPs) to MDLF following the same fund flow mechanism 

adopted in the MDP. MDLF will send a payment request to DPs based on the semi- 

annual budget and work plan included in the relevant Interim Financial Report( IFR).  

MDLF will disburse for joint projects implemented through JSCs on their behalf to 

suppliers and contractors. 

161. External Audit. A private external audit firm will be appointed by the MDLF BOD 
on an acceptable TOR to the DPs, to carry out the audit of all MDLF programs and 
projects including the LGSIP financial statements within a reasonable time period after 
the end of the financial year. The PforR funds will be audited by the State Audit and 
Administrative Control Bureau (State Audit). The MOFP will appoint the state audit for 
auditing the financial statements for the LGSIP PforR activities. In order for MDLF to be 
able to submit the consolidated MDLF audited financial statements to the Prime 
minister’s office by march 31, the state audit is required to submit the audited financial 
statements each year by the end of February.  

Financial Management Arrangements for Sub-program - Annual Capital Grants 

for the Delivery of local services. 

162. Large VCs with a population exceeding 4,000 that meet the eligibility criteria will 
receive the Annual Capital Grant allocation directly from the MoLG transferred to their 
bank accounts for individual execution.  

163. Small VCs with a population below 4,000 that meet the eligibility criteria will also 
be allocated capital grants. However, since they do not have the financial and project 
management capacity, grant funds would not be transferred directly to their accounts. 
Instead, MoLG would manage the grant funds on their behalf and their ACIPs would be 
executed through a qualified JSC. A qualified JSC must score more than 40 points in the 
bi-annual JSC assessment; and have a signed agreement in place between the members 
that would need to comply with the format adopted by the MoLG. The VC needs to be 
a member of the JSC.  
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Section 1 

164. This section will cover the required financial arrangements and procedures for 
VCs with Population more than 4000 and meet the eligibility criteria under sub-
component one.   

I. Opening and Authorization of New Bank Accounts  

165. Purpose. To document proper procedures for opening new bank accounts. 

166. Policy. The account should be set up as prescribed by MOLG guidelines. 

Designated bank account should be opened by VCs. Accounts are only held with 
approved banks.The accountant is responsible for cash management and proper 
maintenance of bank accounts. 

167. Procedures. The following procedures are to be followed:  

a. Upon sending an official notification letter from MOLG to VC indicating that the VC 
is eligible to receive Program Funds; the VC will open special bank account for the 
project in accordance with MoLG guidelines. 

b. The Accountant should open a new general ledger account on the accounting system 
immediately after the opening the account by the bank. 

MOLG 

 

Transferred Directly to 

Contractor – Covered 

by Section 2  

Transferred Directly to 

VCs bank account – 

Covered by Section 1 

 

VCs with 

Population more 

than 4000  and 

meet the eligible 

criteria   



LGSIP Program Operation Manual 
 

73 
 

c. Copies of all forms and letters should be maintained in a separate file in the Financial 
Department. 

Receipt of Funds  

168. Purpose. To document proper procedures for the receipt of funds. 

169. Policy. All funds from the program should be transferred to the VCs 
through bank transfer. The amount of the fund will be decided based on the 
program allocation mechanism. All funds should be maintained in a designated 
bank account for the program.  

170. Procedures. The following will be observed:  

a. Upon the approval of the sub-projects as described in section 3 in the 
technical part of this manual, the VC will include the approved sub-projects 
in its annual budget.  

b.  The annual budget should be approved by the VC council and MOLG based 
on the applied procedures.  

c. The VC will submit to MOLG certificate from the bank showing the bank 
details and the authorized signatories.  

d. MOLG will transfer the allocations to the VCs designated bank account.   

e. The Accountant should review the bank statements on a daily basis to 
determine any receipts at VCs.  

f. The Accountant should record the completed Cash Receipt Slip with all 
backup into the accounting system as follows: 

  

 

 

Expenditure  

171. Purpose.            To document proper procedures for Expenditure. 

128. Policy. Disbursement should be based on the approved budgets. The VC is 

responsible for the implementation of the project.  

172. Procedures. The following will be followed: 

a. The VC's engineer is responsible for the supervision of the implementation of the 
project. 

b. The engineer will prepare the documents required by MoLG guidelines. This will 
include, but is not limited to: 

Dr. Bank XXXX 

Cr. Revenue    XXXX 
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Dr. Expense XXXX 

Cr. Bank           XXXX 

i. Copy of signed contract. 

ii. Original Official Invoice. 

iii. Deduction at source. 

iv. Professional License. 

v. Bill of quantity compare with the progress invoice (Work). 

vi.  Receiving Report (good). 

c. All documents shall be transferred to the administrator for approval. 

d. After that, all documents shall be transferred to the accountant, and should 
perform the following task: 

e. Review the Payment Request, 

f. Compare the Payment Request to the budget, 

g. Prepare Payment Order, 

h. Record the necessary entries, as follows: 

 

 

 

i. The Accountant should prepare the bank transfer deliver it with  all  
supporting documents to the administrator,  

j. The administrator sends the bank transfer to the bank.  
k. All supporting documents and copies of bank transfers should be kept in 

the accounting department in the VC. 

II. Bank Reconciliations by VCs 

173. Purpose. To properly perform the monthly bank reconciliation,  

174. Policy. Bank reconciliation must be prepared on a monthly basis for bank accounts even 
if the balance per books agrees with the balance per bank statement. The bank reconciliation 
should be prepared by the Accountant using the standard bank reconciliation statement. 
This standard form provides the following benefits: 

a.  Assurance that all necessary information is included on each reconciliation (the 
reconciler name and signature, date of preparing, bank name and account’s 
number, the original bank statement attached, numbers and dates of related 
documents, balances, and financial manger approval and signature), 

b. Documentation of relevant supervisor approval. 
175. The reconciliation should be prepared in the original currency of the account. 

The reconciliation should be prepared and approved within five days from the end of the 
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month. The Accountant should prepare a voucher for any unrecorded items identified in the 

bank reconciliation statement such as cash transfers, bank charges and errors in recording. 

176. Procedures. The procedures are as follows  

a The Accountant should perform the following procedures:  

i. Obtain original copy from of the bank statement for the period under 
reconciliation. 

ii. From the bank statement for the month under reconciliation, obtain the 
cash balance as of the end of the month. 

iii. Add to the bank balance the amount of deposits-in-transit as of the end 
of the month. 

iv. Subtract from the bank balance the total of outstanding checks as of the 
end of the month. 

v. When all reconciling items have been identified, either add or subtract 
the reconciling items from the bank balance as necessary to arrive at the 
adjusted book balance. 

vi. From the prior month’s bank reconciliation obtain the balance forward - 
general ledger. 

vii. Agree this amount to the beginning of month General Ledger to ensure 
there have been no prior period adjustments. 

viii. Agree the ending book balance per spreadsheet to the General Ledger 
and to the adjusted bank balance. 

ix. If ending book balance per the spreadsheet does not agree to the General 
Ledger, review all items on the General Ledger to ensure they are 
recorded on the spreadsheet. 

x. If ending book balance does not agree with bank balance, review all items 
on the bank statement to ensure that all items recorded by the bank are 
posted to the General Ledger or are listed as reconciling items. 

xi. Research all non-reconciled differences until found or until passed by the 
Accounting Manager. 

xii. Prepare any journal entries as necessary. 

xiii. When reconciled, give bank reconciliation and supporting documentation 
(i.e. outstanding check list, detail of deposits in transit, copy of bank 
statement, journal entries) to the Senior Accountant for approval. 

b The Accountant should review and approve the bank reconciliation, and deliver 
it for further approval from the administrator.  

c The Accountant should file approved reconciliation and supporting 
documentation with the monthly closing file. 
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d The Accountant should file the original bank statement by bank (similar to the 
following): 

 

Bank Statement from 01/01/20** to 31/01/20** 
**** A Beginning Balance  

**** 
 

 Plus Interest  

****  Minus Bank 
Charges   

****  Total Amount 
Available  

**** B Total Expenditures  
   Ending Balance  

  Book Balance 

 

 

III. Reporting by VCs 

177. Purpose. To provide a consistent reporting of financial information to stakeholders 

178. Policy. Financial information is to be provided on a timely basis using a consistent 
format. 

179. Procedures will be as follows:  

a. The quarterly interim financial reports: 

i. Should be prepared on quarterly bases ended March 31, June 30, 
September 30, and December 31. 

ii. Should be prepared by the VCs Accountant and approved by the 
administrator  

b. The Report should attach with bank Statement cover the quarter. 

c.     Should be submitted by the VC to MOLG after 15 days from end of each quarter.  

d. The following is template of financial report and bank statement.  
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Financial Report for the period from 01/01/16 to 31/03/16 
 

Amount Cumulative Amount  
(Current 
period) 

Amount 
(current 
period) 

Amount 
Prior 
Period 

  

*** ***   A Amount 
Received 

      Expenditure 

***  ***   Project 1  

***  ***   Project 1 

***  ***   Project 1 

)***( )***(   B Total  

*** ***   A-B 
=C 

Remaining  

*** ***   D Forecasting for 
the coming year 
  1 

*** ***   D-
C=E 

Total amount to 
be requested 

1
 from donor 

 

Bank Statement from 01/01/16 to 31/03/16 
 

**** A Beginning Balance  

**** 
 

 Plus Interest  

****  Minus Bank Charges   

****  Total Amount 
Available  

**** B Total Expenditures  

  Ending Balance  

 

e. Upon receive the financial report by MOLG the financial manager will review the 
financial report and bank statement. 

f. The MOLG-financial manager will prepare consolidated financial report based on 
the report furnished by VC on quarterly bases. 

g. The following is template of financial report and bank statement prepared by 
MOLG : 
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 Consolidated Financial Report for the period 

 

/**from 01/01/** to 31/03 
Total  VC 

XX 
VC 
D 

VC 
C 

VC 
B 

VC 
A 

  

*** ** ** ** ** ** A Amount 
Received 

        Expenditure 

*** ** ** ** ** **  Project 1  

*** ** ** ** ** **  Project 1 

*** ** ** ** ** **  Project 1 

)***( ** ** ** ** ** B Total  

*** ** ** ** ** ** A-B 
=C 

Remaining  

*** ** ** ** ** ** D Forecasting for 
the coming 

  1year  

*** ** ** ** ** ** D-
C=E 

Total amount 
to be 
requested from 

1
 donor 

 

180. This report should be sent by MOLG to MDLF within 30days  after the end of the 

Quarter and MDLF should send the report to the world bank within 45 days after the 

end of the quarter  
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Section 2 

181. This section will cover the required financial arrangements and procedures for 
VCs with Population less than 4000 and meet the eligibility criteria under sub-
component one 

Expenditure 

182. Purpose. To document proper procedures for Expenditure. 

139. Policy. Disbursement should be based on the approved budgets. The VC is 

responsible for the implementation of the project.  

183. Procedures. The steps and responsibilities are as follows: 

a. The VC's engineer is responsible for the supervision of the implementation of the 
project. 

b. The engineer will prepare the documents which include, but not limited to : 

i. Copy of signed contract. 

ii. Original Official Invoice. 

iii. Deduction at source. 

iv. Professional License. 

v. Bill of quantity compare with the progress invoice (Work). 

vi.  Receiving Report (good). 

vii. Payment request from contractor showing the bank details .  

c. All documents shall be transferred to the administrator for approval. 

d. After that all documents shall be transferred to the accountant , and should 
perform the following task : 

e. Review the Payment Request, 

f. Compare the Payment Request to the budget, 

g. Prepare Payment Order, 

h. All documents shall be transferred to MOLG. 

i. After reviewing and approved by MOLG Technical Department  and Financial 
Department ,the document should be sent to  the MOF-Financial Controller for 
approval. 

j. The MOLG – Financial Department prepares the bank transfer as applicable 
procedures and sends it to the bank. 
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Reporting by MoLG 

184. Purpose. To provide a consistent reporting of financial information to 

stakeholders 

185. Policy. Financial information is to be provided on a timely basis using a 

consistent format. 

186. Procedures. The following procedures will be followed:  
a.  The MOLG-financial manager will prepare consolidated financial report based on 

semiannual  basis. 
b.  The following is the template of financial report and bank statement to be 

prepared by MOLG : 

 Consolidated Financial Report for the period 

/**from 01/01/** to 31/03 

Total  VC 
XX 

VC 
D 

VC C VC B VC 
A 

  

*** 
      

Amount 
Received 

        Expenditure 

*** ** ** ** ** **  Project 1  

*** ** ** ** ** **  Project 1 

*** ** ** ** ** **  Project 1 

)***( ** ** ** ** ** 
 

Total  

*** ** ** ** ** ** 
 

Remaining  

*** ** ** ** ** ** 
 

Forecasting for 
the coming year 
  1 

*** ** ** ** ** ** 
 

Total amount to 
be requested 

1
 from donor 

 

187. This report should be sent by MOLG to MDLF within 30days  after the end of the 

Quarter and MDLF should send the report to the world bank within 45 days after the 

end of the quarter .  

FM Arrangements for Program Sub-Activity(ii): Conditional Capital Grants for 

Investment in Joint Projects 

188. MDLF is responsible for coordinate and supervise implementation, including 

Financial Management and Procurement, and providing any TA required to support 

JSCs implementing the joint projects. For this sub- activity MDLF will mainly rely on its 

approved internal FM manual.  
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199. Financial Procedures. The following will be observed. 

a. Funds are deposited into and disbursed from designated bank account and will 
be spent on specific activities (sub-components) predefined policy is not effective 
and is not applicable if requested otherwise by donors. 

b. Pooling of funds between bank accounts is not permitted unless approved in 
writing by the concerned donors. 

c. Designated bank account should be opened by the Ministry of Finance and 
managed by the MDLF. 

d. The MDLF should not attempt to open bank account or sign agreements with 
donors without the prior approval of the Ministry of Finance. 

e. The MDLF will vest the sole responsibility to disburse on behalf of the program 
to suppliers and contractors – either contracted by MDLF or by JSCs. 

f. No sub funds will be transferred to the JSCs, as MDLF will be paying directly to 
contractors and suppliers on behalf of JSCs according to the approved sub-grant 
agreements between MDLF and each JSC. 

g. All withdrawals should be approved by the Financial and Administrative Manager 
and the General Director signs. 

189. Drawdown from the MDLF to the JSCs. To obtain from MDLF, the following will be 

observed: 

a. Grants to JSCs should be made using the mechanism agreed upon with 
the Donors. For instance, grants to the JSCs should be made in accordance 
to the Allocation based mechanism and with the eligibility criteria 
specified.  

b. JSCs are responsible for sub-project implementation and for all 
contracting but the MDLF is responsible for making payments to 
contractors and suppliers in accordance to the procedures detailed in the 
Program Expenditures under the Cash Handling section of this manual. 

c. All approved payments should be made through the special designated 
bank account and shall be transferred directly to the contractor/vendor 
account. 

d. Any payment should be made against the original supporting 
documents/tax invoices and should be properly approved. 

- The payment procedures should be in accordance to the Cash Handling 
section of MDLF Financial policies and procedures manual. 

 

190. Compliance with the Grant Agreements. The legal agreement between the 
PA and each participating donor normally will contain various financial covenants. The 
covenants will include requirements to maintain appropriate financial records, 
documentation, internal controls, and to provide interim and audited annual financial 
reports to donors. The financial procedures in this manual facilitate compliance with 
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the covenants. However, other measures and compliance controls should be 
implemented, as follows: 

a. The Financial Department is responsible for compliance with the financial 
requirements and reporting requirements of the donors. The Financial and 
Administrative Manager is responsible for monitoring grant related financial 
activity by performing the following: 

i. Reviews financial reports and provide general oversight of other grant 
related issues, including the proper budgeting and accounting for 
grants and other responsibilities indicated throughout this policy. 

ii. Approve all direct and indirect payments under the grant. 
iii. Monitor JSCs in related financial issue. 

b. The Financial and Administrative Manager should Identify the agreement 
terms and determine which of those, if not observed cause noncompliance with 
the agreement by performing the following: 

i. List all financial standard and program-specific financial provisions 
contained in the agreements and prepare a summary document that 
identifies each of the specific financial compliance requirements 
included such as budget limitations, allowed expenditures, reporting 
requirements, allowable costs, tax restrictions, 

ii. Review all payments for compliance with agreement terms and 
budget and reject any payment not considered appropriate, 

iii. The Financial and Administrative Manager should ensure that all 
required reports are submitted to donors as agreed and on time, and 
should report on grant financial position to the General Director. 

iv. The Financial and Administrative Manager can delegate part of his 
duties, but not the responsibility of the compliance, to staff under his 
supervision and this should be indicated on the compliance summary 
sheet. 

c.  The Technical Department and the Capacity Building Department are responsible for 

implementing grants activities and for achieving the technical objectives of the grants. 

d.  General Director of Operations is responsible for following up the grant 
activities, to achieve this, the General Director of Operations should perform 
the following: 

i. List all technical standard and program-specific provisions contained 
in the agreements and prepare a summary document that identifies 
each of the specific compliance requirements included. 

ii. Review all payments for technical compliance against agreement 
terms and budget. 

iii. To ensure all reports are submitted to donors as stipulated in the 
agreement and on time. 

iv. Report on grant activity to the General Director. 
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e. The program budget should be prepared by the Technical Department as part of 
the annual budget preparation. The Grant Allocation Formula should be taken 
into consideration when preparing the Program budget. 

f. The General Director of Operations and the Financial and Administrative 
Manager as well as the General Director should review and sign all payments 
for compliance with the donors’ agreement and with the sub-grant agreements. 

 

200. Cash Handling. The purpose of this section is to set policies and procedures for 
the MDLF’s cash and bank accounts. These policies and procedures aim at ensuring that 
cash and bank transactions are based on proper authorization, as that they are properly 
controlled and monitored, and that they are properly classified in the accounting 
records. 

Opening and Authorization of New Bank Accounts 
 

191. Policy. The relevant policies are as follows: 
a. A separate designated bank account should be opened for each grant/donation, 

and all donor related revenues should be deposited and operating expenditures 
should be paid from this account, unless otherwise agreed with donors. 

b. Accounts are only held with approved banks; all bank accounts should be 
approved by the Ministry of Finance  

c. The account should be set up in such manner as prescribed by the grant 
agreement. For instance, accounts should be maintained in the Currencies 
specified by each Donor. 

d. Opening a new bank account must be justified and recommended by the 
Financial and Administrative Manager and approved by the General Director 
and in certain cases by the Board of Directors. 

e. The Financial and Administrative Manager is responsible for cash management 
and proper maintenance of bank accounts. 

f. Using or opening new overdraft bank accounts should be approved by the 
Board of Directors in advance. 

 

192. Procedures. The following will be observed: 
a. Upon signing new grant agreement with any donor, the Financial and 

administrative Manager should prepare and sign request for opening new bank 
account specifying the following: 

 
i. Agreement, donor and purpose. 

ii. The details of the new bank account, which should be based on 
donors’      requirements such as currency, name, and type of 
account. 
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b. The request letter should be approved by the General Director and sent to the 
Chairman of MDLF Board of Directors for approval and further arrangement 
with the Ministry of Finance. 

 
 

c. Upon receiving the Ministry of Finance approval to open the bank account, the 
Senior Accountant should arrange with the specified bank to open the new 
account and should complete bank forms, provide check signing cards and other 
authorization and validation information. 

 
d. The Senior Accountant should open a new general ledger account on the 

accounting system immediately after the opening the account by the bank. 
 

e. The Senior Accountant should notify the Financial and Administrative Manager, 
who becomes responsible to notify other stakeholders such as the General 
Director, the Donor and Departments. 

 
f. Copies of all forms and letters should be maintained in a separate file in the 

financial department. 
 

 
Closing Bank Accounts 

 

193. Policy. The relevant guidelines are as follows: 
 

a. The opening or closing of a bank account is properly authorized. 
b. A bank account that is inactive or has a zero balance for more than six months 

should be closed, unless there is a justification to keep it open. 
c. The closing of a bank account is to be recommended by the Financial and 

Administrative Manager and approved by the General Director. 
d.    Unused checks related to the closed bank account should be returned to the bank 

upon closure of the account. 

 

194. Procedures. The following will be observed: 
a. All bank accounts should be reviewed by the Financial and Administrative 

Manager on a monthly basis to determine that a business reason still exists for 
the continuation of an account. If it is determined that no reason exists for 
keeping an account open, then the account should be closed. 

 
b. Before starting the closing process, the following should be performed: 
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i. The Senior Accountant should prepare bank reconciliation for that 
account to determine outstanding checks and arrange payments. 

 

ii. The Senior Accountant should invalidate all unused checks and handle 
them to the financial controller. 

 

iii. The Financial Controller should ensure that all unused checks were 
accounted for 

iv. using the serial numbers of used, voided and remaining checks handled 
to him by the 

v. Senior Accountant, and submit them to the Financial and Administrative 
Manager. 

 

vi. The Financial and Administrative Manager should return the checks to 
the bank. 

 

c. The Financial and Administrative Manager should prepare a written 
request/bank account closing letter and send it to the General Director for 
approval. The following must be included in the request: 

 

d. Bank name, address, bank contact and phone number. 
e. Bank account number. 
f. Disposition of closing bank balance and statement. 
g. Approval by the proper personnel or donor, if needed. 

 

h. The request letter should be approved by the General Director, and submitted 
to the Chairman of MDLF Board of Directors for approval and further 
arrangement with the Ministry of Finance. 

 

i. Upon receipt of the properly authorized request, the Financial and 
Administrative Manager if requested, should notify and arrange with the bank 
where any remaining bank balance is to be transferred. 

 

j. Once the account has been closed, the Financial and Administrative Manager 
should notify the Senior Accountant to deactivate the account in the general 
ledger. 
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Authorized Bank Signatories 

195. Policy. The relevant guidelines are as follows: 
a. All authorized signatories with their authorized limits must be approved by the 

Board of Directors. 
 

b. Any change to check signing authority must be authorized by the Board of 
Directors. 

 
c. The General Director must promptly notify the bank of any changes in 

authorized signatories or their authorization limits. 
 

d. A minimum of two signatories are required for each bank transaction.  
 

e. The following individuals are the authorized signatories for all the program 

related bank accounts and the related transactions: 

 

i. Chairman of MDLF Board of Directors. Signatory (A) 
ii. MDLF’s General Director, Signatory (B) 
iii. MDLF’s Financial and Administrative Manager, Signatory (B) 
 

196. Disbursements. The processes are: 
a. The MDLF applies the Grant Allocation Formula to determine the financial 

allocations of each JSCs. 
b. The Technical Department should send a copy of signed Grant Implementation 

Agreement (“GIA”) with the JSCs to the Financial Department. 
c. The JSCs sends the invoices related to the project with all related documents to 

the Technical Department in the MDLF. 
d. The Technical Department reviews the invoices and the related documents; 

checks whether each invoice matches with the tender and the agreement 
between the contractor and the JSCs, checks the technical specification, checks 
whether the invoice meets Financial Policies and Procedures Manual and the 
budget lines described in the agreement between the MDLF and the JSC. 

e. The Manger of Technical Department signs the invoice and indicates the budget 
line/lines to be used by the Financial Department. 

f. All documents shall be transferred to the Accounting and Financial Department 
in order to offset the down /advance payments or to make a new payment as 
described in the agreement between the LGU and the MDLF. (In the case of the 
final payment of the project, the manager of Technical Department shall indicate 
such on at the invoice; the final payment should be made only after receiving all 
the documents needed from the JSC related to the project). 

g. The Accountant in the Financial Department should perform the following tasks: 
i. Review the Payment Request. 

ii. Compare the Payment Request to the budget. 



LGSIP Program Operation Manual 
 

87 
 

iii. Prepare Payment Order. 
iv. Record the payment in the accounting system. 
v. Print the Journal voucher and sign as preparer. 

vi. Prepare bank transfer or check and deliver the payment with 
supporting documents to the Senior Accountant. 

h. The Senior Accountant should verify the documents and forward them to the 
Financial Controller for review and approval. 

i. Original documentation must be firmly attached to the original payment request 
include but not limited for, the following: 

i. Original Official vendor invoice, 
ii. Receiving Report , or/ and Progress report, Bill of Quantities  

iii. Contract, when applicable, 

j. The Financial Controller should verify the approved Payment Order and review 
the supporting document, and submit it to the Financial and Administrative 
Manager for further processing. 

k. The Financial and Administrative Manager should verify the documents and 
forward them for review by the General Director of Operations, and approval by 
the General Director. 

l. The General Director reviews the original supporting documents of the payment, 
signs the bank transfer or check, and sends it for further authorizations 
(authorized signatories). 

m. Upon receiving the signed checks/bank transfer, the Accountant records the 
payment in the cash disbursement journal. 

n. The Senior Accountant should review the payment and the accuracy of the 
accounting record, and post the disbursement journal to the General Ledger. 

o. The entry should be reviewed by the Financial Controller and approved by the 
Financial and Administrative Manager. 

p. The Secretary hands the checks to the vendors, the vendors are requested to sign 
payment vouchers. 

q. All supporting document should be invalidated and filed in the Financial 
Department, 

r. The Financial and Administrative Manager should notify the JSC of the payment. 

 

FM Arrangements for Sub-program Three: Capacity Support to strengthen Local 

Governance 

197. Amounts corresponding to the estimated allocations for the Annual Capital 

Grant, the Conditional Capital Grant and capacity support in each corresponding 

Program implementation year would be included in the PA budget. The World Bank will 

provide funds in advance of the achievement of results up to a ceiling of 25 percent of 
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the total World Bank financing, if needed. The advance would be on a rolling basis and 

will be adjusted against the achievement of DLIs. 

198. All Program payments will be made through the Central Treasury System. The 

Program would follow the established fund flow procedure for the PA under which the 

MoF requests disbursements from the World Bank, based on the supporting 

information provided by the Program Secretariat and the IVA. The Bank would disburse 

the requested funds to the PA’s CTA. Hence, the LGSIP will be accounted for in the PA’s 

budget, and the annual investment grant flow will appear under MoLG’s ‘Support to 

LGUs – Capital Grants’ budget line item. Accordingly, funds will be channeled from MoF 

to MoLG in accordance with budget provisions and current mechanisms. (iii) Annual 

allocations for capacity support will be disbursed directly to MoLG who will manage the 

execution of capacity support activities. MOLG will execute this sub activity by following  

the PA/MOF  disbursement procedures. 
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7. Procurement  

8.1  Legal Framework:  

199. Procurement for the Program will be carried out in accordance with the PA Public 
Procurement Law (PPL) (Law No. 8 of year 2014) and its implementing regulation (no. 
108 of year 2014), and in compliance with World Bank procurement guidelines. For 
Kfw, MDLF manual applies.The PPL, which applies to all public procurement activities, 
including those carried out by local government units, lays down an acceptable 
institutional and organizational set-up for public procurement; provides 
comprehensive provisions on procedural matters; sets out provisions on transparency 
and accountability; establishes a complaint/dispute review mechanism; and provides 
for routine dissemination of information on public procurement through a single portal 
procurement website. For KFW funded projects MDLF procurement Manual approved 
in September 2014 or any approved updated version of this Manual shall apply 

200. The Palestinian Authority, through the High Council for Public Procurement 
Policies (HCPPP), is putting in place the components which are pre-requisites for 
effective implementation of the PPL and shall apply to the Program. Those include, 
inter alia: development and issuance of National Standard Bidding Documents and 
National Procurement Manual, establishment of a single portal procurement website, 
and establishing the Dispute Review Unit. Moreover, capacity building and training of 
VCs/JSCs, MDLF and MOLG on the new procurement rules and procedures will be 
supported by the Program or through parallel technical assistance. 

 

 

8.2  Procurement Responsibilities:  

8.2.1 General 
 

201. Procurement execution responsibilities under the PPL are a mixture of 
centralized and decentralized arrangements. The implementing regulation to the PPL 
sets thresholds for procurement to be carried out by the various categories of procuring 
entities () ministries, Institutions, Bodies of the Cabinet, municipalities and village 
councils). For works and consulting services contracts which are estimated to exceed 
the set thresholds (see table 1), procurement notices shall be issued, bids submitted 
and opened, and contracts awarded centrally through the Central Tenders Department 
(CTD) of Ministry of Public Works and Housing. For Goods and Non-consulting Services 
which are estimated to exceed the set thresholds, procurement shall be processed 
through the General Supplies Department (GSD) within Ministry of Finance.  
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Table (14): Financial Thresholds - Procurement Execution Responsibilities 
 

Procuring Entity Procurement Type  Financial Threshold (USD) 

Ministries and Institutions 
and Bodies of the Cabinet 

Goods 150,000 

Works 500,000 

Non-consultancy Services  50,000 

 Consultancy Services  50,000 

 

202. The PPL also stipulates that procurement decisions by local government units will 
be subject to prior approval by MOLG. The detailed prior review requirements will be 
outlined in the Local Government Procurement Instruction, which is currently being 
prepared by MOLG, in consultation with HCPPP.  

203. The PPL assigns the responsibility for ex-post review of procurement decisions to 
the State Audit Bureau (SAACB). 

8.2.2 Program Procurement Responsibilities 
 

204. Subject to the thresholds outlined in Table 1, following is an outline of 
procurement responsibilities by Sub-Program:  

a. Under Sub-Program I- Local Service Delivery by VCs, eligible VCs will utilize per-
capita investment grants to implement various investment projects either directly 
(provided that they meet the eligibility criteria for implementation) or through a 
qualified JSC. Qualified VCs and JSCs will be responsible for the entire procurement 
process, under MOLG supervision and oversight. This will include planning, 
preparation of bidding documents, receipt and evaluation of bids, award of contract, 
to contract supervision and management, and processing of payments to 
contractors/ suppliers. Under this Sub-Program, the respective VC/JSC will seek 
MOLG no objection prior to proceeding with key steps of the procurement process 
for the investment project (i.e. bidding documents, contract award, and variation 
orders), in accordance with the requirements set by Local Government Procurement 
Instruction. 

b. Under Sub-Program II: Infrastructure Service Delivery through Joint Projects, eligible 
JSCs (or alternative equally strong entity) will implement joint investment projects 
for the benefit of eligible VCs, under MDLF supervision. The JSC will handle the whole 
procurement process and will advise MDLF on the release of funds to the respective 
contractor/ supplier. Under this Sub-Program, the respective JSC will seek MDLF’s no 
objection prior to proceeding with key steps of the procurement process for the 
investment project (i.e. bidding documents, and contract award), in accordance with 
the requirements set by Local Government Procurement Instruction.  
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c.  Under Sub-Program III: Capacity Building to strengthen local governance, MOLG will 
be responsible for handling procurement and selection of consultants for the delivery 
of MOLG Annual Capacity Development Plan, which covers the needs of MOLG 
departments and district offices as well as VCs and JSCs. 

8.3 Procurement Plan: 

215 Due to their demand-driven nature, it is not possible to anticipate the specific 
profile of contracts to be financed as part of the infrastructure- service delivery 
projects under Sub-Program I and II. However, based on the per-capita allocation, 
Sub-Program I will likely comprise simple works contracts (e.g. rehabilitation of 
roads, water and wastewater networks, construction of community facilities, etc.), 
while Sub-Program II will comprise small works contracts which cannot be funded 
through the annual fiscal transfer system. Sub-Program III, on the other hand, would 
comprise small technical assistance and consultancy services contracts which are 
necessary for the implementation of MOLG annual capacity building plan. 

216 A simplified sub-project procurement plan, using the template enclosed in Annex 
22, will be prepared by the respective VC and/or JSC and approved by MOLG and 
MDLF as a pre-requisite for launching the procurement process for investment 
projects under Sub-Programs I and II, respectively.  

 

216.1 Procurement Methods 

217  For Works, Goods and Non-Consulting Services, Open Bidding is the default procurement 

method set by the PPL. For Consulting Services, the PPL outlines the following selection 

methods: 

a. Selection on the basis of quality and cost. 
b. Selection on the basis of quality within a fixed budget. 
c. Selection on the basis of lowest cost.  
d. Selection on the basis of quality only. 
e. Single Source Selection 
f. Selection of Individual Consultants 

 
218. The financial thresholds for applicable procurement/selection methods, as defined in the 

implementing regulation to the PPL, are listed in Table 2. 
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Table (15): Financial Thresholds for Procurement Methods 

Procurement Type Threshold (US$) 

Open Bidding- Goods, Works and Non-
Consulting Services 

No threshold 

Shopping -Goods  20,000 

Shopping Works 50,000 

Shopping-Non-Consulting Services 20,000 

Direct Contracting (Works) 5,000 

Direct Contracting (Goods, Non-consulting 
services) 

3,000 

Consultants Services without advertising a 
REOI 

100,000 

Procurement Processing Steps: 

219. Procurement processing steps and procedures for Works, Goods and Non-
consulting Services will strictly follow the procedures outlined in Chapter IV of the 
PPL and Chapters IV and V of the Implementing Regulation.  

220. The selection of Consultants will follow the procedures outlined in Chapter V of 
the PPL and Chapter VI of the Implementing Regulation.  

221. National Standard Bidding Documents for various types of procurement, which 
include standard forms of contract, were drafted by HCPPP and will be issued for use 
by all procuring entities. Those SBDs will be used for the Program.  

222. Contract Implementation and administration, including amendments and 
variation orders, will be governed by the signed contract (s) and the procedures 
outlined in Chapter VII of the PPL and Chapter IX of the Implementing Regulation. 
The Local Government Procurement Instruction will outline the required prior 
approvals by MOLG/MDLF of variation orders issued by VCs/JSCs. 

Handling of Procurement-Related Complaints 

223. The PPL establishes a robust complaint handling mechanism and sets standard 
times for responses to be provided by the procuring entities to the complainants. 
Furthermore, the PPL sets up a dispute review unit (DRU), within HCPPP, to look into 
appeals filed by bidders who do not receive an acceptable response to their 
complaints from the respective procuring entity.  

224. The implementing regulation to the PPL specifies the grievances of the DRU, the 
procedures of filing, the procedures of dealing with the compliant, the decision of 
the DRU and mechanism of issuing the DRU's decisions. Complaints which prove to 
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involve fraud and corruption practices will be forwarded by the DRU to the PACC for 
further investigation and prosecution. 

225. The submission and review of complaints shall follow the procedures outlined in 
Chapter VI of the PPL and Chapter VIII of the Implementing Regulation. 

217.1  Debarment of Contractors:  

226. Chapter X of the PPL, and Chapter XII of the Implementing Regulation outline the 
applicable procedures for debarment/blacklisting by HCPPP of bidders/contractors 
who prove to be in violation of certain provisions of the PPL. Those bidders will not 
be allowed to participate in bidding opportunities under the Program either 
indefinitely or for the period specified by HCPPP. In addition to those, MDLF and 
MoLG will maintain a database of all contractors awarded contracts under their 
respective sub-programs, which will be updated on a monthly basis for all projects.  
MDLF and MoLG will periodically check all names in the database against the Bank’s 
list of debarred contractors to ensure that no such contractor is awarded a contract 
under the Program. 
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9. Monitoring, reporting and auditing 

9.1  Introduction 

227. This process is defined as the management and execution of development 

programmes in a way that focuses on the achievements of the desired results 

through the use of information to continuously improve the decision making process. 

The main objective behind managing for results is to improve effectiveness in 

achieving best possible development results on the ground, meaning sustained 

improvement in the life of people.   

228. Results Based Management concentrates on the causality, i.e. the inputs and 
activities lead to outputs and services, which in consequence lead to outcomes and 
impact as explained in the results chain, as shown in Figure( 2) below. 

Figure 2: The general framework for the results chain 

 

 

9.2 Results Based Monitoring at MDLF 

MDLF has long-standing experience and strong capacity applying results-based 

monitoring and evaluation and has RBM system in place, which attempts to measure 

the relevance, effectiveness, efficiency, impact, and sustainability of initiatives 

implemented by the institution. MDLF has demonstrated its strong MandE capacity 

through implementing MDP and other development programs.  

The Results-Based MandE system has been used by MDLF to monitor results under 
the Program which are aligned with the PA’s strategic objectives and to be used for 
monitoring the results and achievements of MDLF interventions. The manual was 
developed to be flexible and user friendly by the MandE specialist along with other 
MDLF related staff.    
Following international standards, the MDLF has adopted the results-based 

monitoring system, which combines monitoring of implementation as a 

management process with the assessment of results. A results-based monitoring 

system tracks both implementation (inputs, activities, outputs) and results 

(outcomes, impact) and portrays these in a result-chain, underpinned with 

indicators. Therefore, MDLF not only evaluates and monitors inputs, activities and outputs, 
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but also assesses how these resources and outputs are used by different stakeholders and 

decision-makers to achieve the intended benefits.  

9.3 LGSIP -  M&E system objectives and overview 

The LGSIP- M&E system serves essentially as a tool that will promote in enhancing 

the learning process of all stakeholders and guiding the project management team 

towards processes that aims at improving the efficiency and effectiveness of the 

project as well as enhancing the quality of reports delivered in terms of content and 

time. Within this framework, M&E objectives in LGSIP context are to:  

- Ensure systematic monitoring and evaluation of progress on the outcome indicators 

towards achieving the Project Development Objective (PDO), and make timely 

adjustments to interventions if needed; 

- Generate recommendations on an effective Community Driven Development (CDD)   

approach towards  improving service delivery in the target communities; and 

- Ensure that local government institutions are accountable to their communities 

through enhancing the intergovernmental fiscal transfers. 

 
MDLF will be using the M&E (RBM) manual in terms of general approach for 

monitoring and evaluation. However, the manual will be customized to fulfil the 

special requirements of the LGSIP regarding the monitoring and evaluation. 

The MDLF will be responsible for monitoring the achievements of the Program 
objective and result areas, reporting on the achievement of all key performance 
indicators at different levels (outcomes, intermediate outcomes, outputs and 
activities). MoLG will be responsible for providing MDLF will all needed information 
to provide updates on the results under the responsibility of the MoLG (namely, 
Program Sub-program I, and III).  

MDLF will use standard templates for data gathering and consolidation for all 
Program Sub-program regarding the process indicators and the results indicators as 
well. Where needed, the existing systems in MDLF would be modified or extended 
to fit with the requirements of M&E for the LGSIP. For example, MDLF will submit as 
part of the first Semi-Annual Progress Report and hereby progress reports, onward, 
the Program results framework with an updated on the targets, along with additional 
disaggregated indicators showing results by sector, and indicating other gender and 
special consideration disaggregated data, such as results by gender, where 
applicable, and results by members of marginalized groups, where applicable.  

More specifically, a results framework for the Program was prepared by setting up 

SMART indicators for each level of results. This framework includes the targets, the 
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means of verifications and the frequency of measurement as well. (LGSIP results 

framework). 

In addition to the monitoring of the results at different levels, namely, (outcomes, 

intermediate outcomes, outputs).  MDLF will be responsible for monitoring the 

activities and work packages by producing such internal reports that describe the 

progress and the implementation status of sub-Activity II (joint projects) and sub-

Activity IV (area C),  concerning the disbursements and the procurement where the 

top management will be able to assess the implementation process effectively. 

Additionally, MDLF will be accountable for submitting all required documents to the IVA 

in relation to the achievements of DLIs,  and then the IVA will submit a report on its 

verification to the MDLF and to the development partners who are joining the PforR 

financing.  

MDLF will be also accountable on reporting to all DPs, and to the Program Committee. 

The report will highlight the achievements on results framework, the DLIs verified by 

the IVA, and the financial disbursement as well. MDLF will submit Semi-Annual and 

cumulative Annual Progress Reports to the World Bank and DPs, on progress in the 

achievement of the Program objectives and results, also highlighting any issues for 

attention. The MDLF will provide an update on the Program results framework on a 

semi-annual basis, as part of progress reporting. MDLF will also commission 

independent evaluations, discussed under section 9.8.   

 
 

a. Result Areas  

The Program would address results areas that are critical to improve local 
government financing and access to local services. These include improving the 
transparency and predictability of annual capital grant transfers, strengthening local 
governance institutions for service delivery, and financing investments in local 
infrastructure and services. Progress towards the PDO will be measured through a 
set of simple and measurable indicators, the majority of which will be linked to 
disbursements. The Results Framework for the Program has two key results areas 
that are closely inter-related. Each result area is linked to DLIs, Program Actions and 
planned capacity support, and will be subject to monitoring, evaluation, and 
verification activities under the Program. This provides a coordinated incentive for 
VCs and JSCs to improve their capacity to plan, deliver, and sustain local 
infrastructure and services.  
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Program Result Area PDO Indicator 

Strengthening Local 
government financing 
system 

VCs receiving transparent and predictable Annual Capital 
Grants 

Timely communication to VCs of the formula-based Annual 
Capital Investment Grant (ACIG) allocations and timely 
transfer of ACIGs to eligible VCs. (Y/N) 

Strengthening 
institutional systems 
for improved  service 
delivery 

People benefiting from improved service delivery in 
Program villages (number) 

Beneficiaries that feel Program investments reflected their 
needs (percentage) 

 

 

b. Disbursement Linked Indicators 

229. The DLIs have been selected according to the Program’s incremental result chain 
so critical results can be achieved during the early stage of the Program for building 
incremental results to reach the PDO. The DLIs are:   
a. Enabling steps to strengthen local governance adopted by MoLG: (i) 

Standardized governance framework for joint service provision; (ii) Formula for 
annual capital grant allocations finalized; and (iii) Local Government 
Procurement Instructions 

b. Timely communication and disbursement of Formula based Annual Capital 
Grant allocations to VCs 

c. Percentage of VCs meeting LGSIP eligibility criteria annually 
d. Cumulative number of joint projects approved 
e. Aggregated expenditure (percentage) of approved joint projects 
f. Steps to improve transparency and predictability of Transportation Fee adopted 

by MoLG: (i) transportation fee reform directive submitted for approval to 
Cabinet of Ministers; and (ii) share of transportation fee disbursed annually to 
VCs on a per capita basis and in a timely manner 

g. Capacity Building Activities delivered by MoLG based on their annual capacity 
Development Plan.  
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h. The results chain linking Program results areas with the specific DLIs is depicted 
as follows: 

 

MDLF as a program secretariat will report on the DLIs based on data received from 

MOLG on DLIs (1, 2, 3,6,7) and the data received from MDLF related staff on (DLIs 4) 

and (DLI 5). 

a.  Flow of Information among Key Stakeholders 

Sub-Activity I:   Annual Capital Grants to VCs for delivering local services 

 

This sub-Activity will be implemented under the supervision of MOLG, and given the 
role of MDLF for reporting on LGSIP, the LGSIP Program Coordinator at the MoLG will 
provide MDLF with the needed progress reports on activities and achievements, DLIs 
and the financial data related to this sub-program. The MOLG progress report will be 
then compiled in a consolidated report that will be submitted by MDLF to DPs, to IVA 
and to the Program Committee. 
To facilitate the smooth flow of information among key stakeholders concerning the 
MandE, particularly for this sub-Activity, MDLF will coordinate with the MoLG 
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Program Coordinator to agree on a standard templates, formats to be used 
throughout the implementation. MOLG then will be responsible to provide MDLF 
with the good quality reports in a monthly basis.  

 
 

Prior to Program Implementation Launch:  

a. MOLG will provide MDLF with the list of eligible VCs and all required data to 

calculate the allocation per VC regarding Comp.1. This has to be done at the 

start of each annual Program cycle. 

b. MOLG will provide MDLF with qualified JSCs with score more than 40 points 

in the bi-annual JSC assessment; including the list of member VCs per JSC. 

 

During the Implementation Phase:  

a. MDLF will receive a progress report for the activities on (sub-Activity I). The 
report will be submitted to MDLF in a monthly basis. The report shall include 
detailed information on projects status, achievements and financial data. 

b. MOLG will gather the raw data from the VCs directly regarding Sub-Activity I 
through the MOLG district offices. 

c. MDLF will insert the MOLG reports in a full consolidated report for LGSIP 
that has to be submitted to all DPs and the IVA and the Program Committee 
in a semi-annual and annual basis. 

 

Sub-Activity II: Conditional Capital Grants for Investment in Joint Projects 

MDLF will be responsible for managing Conditional Capital Grants for Investments in 

Joint Projects, coordinate and supervise implementation, including Financial 

Management and Procurement, and providing any TA required to support JSCs 

implementing the joint projects.  

Regarding the flow of information of this Sub-Activity, the data will be gathered through 
the LTC and submitted to MDLF regarding the implementation status of joint projects as 
well as the achievements as per the indicators in the program results framework.  
The reporting on this Sub-Activity will be done by the MDLF/M&E specialist using 
standard templates that will be filled by the LTCs, if applicable, and the MDLF Engineers 
concerning the technical issues. Regarding the financial reporting (IFRs), MDLF financial 
department will provide the M&E specialist with the required financial data for reporting 
purposes.  
 

Sub-Activity III: Capacity building and institutional development 
 

A 5-year Capacity Development Plan will be developed by the MoLG, and will include 
an annual capacity development action plan. The latter will be updated on an annual 
basis. This Plan would build on on-going efforts by MoLG to implement its Human 
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Resource Development Plan (2015-2017) but will outline capacity and institutional 
support required at both the central and local level, i.e., the MoLG, VCs and the JSCs. 
This Sub-Activity will be implemented by the MOLG. 
Regarding the flow of information for this sub-activity III, MOLG will be responsible 
for providing MDLF with the progress report on capacity building activities and 
achievements in a quarterly basis. This will be developed in accordance to a standard 
template that will be agreed upon between MDLF and MOLG.  

 
Once the LGSIP reports are completed, they will be submitted by MDLF to the 
Program Committee and to all FPs and to the IVA. Figure 3 below illustrates the flow of 
information among the key stakeholders 
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Figure (3): Schematic Diagram for the Flow of Information Among the Key Stakeholders
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b. Outsourced Evaluations 

230. In addition to data collection exercises carried out for project reports directly by 

the MDLF as the Program Secretariat (program manager), periodic independent 

evaluations and assessments will also be outsourced in order to measure 

achievement of the PDO as follows:  

a. Independent Beneficiary Satisfaction Surveys: Citizen feedback on service 

delivery improvements and systems’ transparency will also be sought and 

published periodically based on the results of independent Beneficiary 

Satisfaction Surveys focusing on direct beneficiaries with a gender-sensitive 

approach to target groups. Such feedback will be used to trigger management 

decisions on adjustments and for distilling lessons learned, to enable the PA to 

formulate and redesign its policies and procedures. To the extent possible, 

quantitative output indicators will be disaggregated based on gender, including 

direct and indirect benefits. This assessment will be conducted twice over the 

program lifecycle (at the mid of program lifecycle FY18 and the close of the 

program FY20). 

Surveys during and at the close of the Program may identify respondents’ 

satisfaction with Program investments, including a specific question about the 

degree to which respondents felt Program activities reflected their preferences 

(ex post). 

b. Independent Technical Audits: MDLF will acquire independent technical 
verifications for verifying the technical quality and the use of implemented ACIPs 
investments under Sub- Activities I and II. This assessment will be conducted 
twice over the program lifecycle (at the mid of program lifecycle FY18 and the 
close of the program FY20). 
 

c. Annual financial audits, discussed in the financial management section: MDLF will 
prepare the Annual Program Financial Statements and make arrangements for 
the audit of the Program Financial Statements. The audited Program Financial 
Statements will be submitted to the DPs.  
 

 

a. Reporting Requirements: 

231. MDLF will prepare Interim Quarterly Financial Management Reports for all 
program components based on the consolidated financial reports received from 
MOLG for Sub-program I and III and based on the consolidated financial reports 
prepared by MDLF financial department for Sub-Activity II. The reports will be 
submitted to the DPs. 
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232. Interim reports on the achievement of the DLIs, will all be compiled based on data 
from MDLF and MoLG on their responsible results areas, and will be submitted to the 
Program Committee, to the IVA and to DPs. 
 

233. Semi-annual and Annual progress reports, will be prepared and compiled by the 
MDLF. Such progress reports usually include, inter alia, narrative information on 
progress towards the PDO, and the quantitative figures on the achievements of 
intermediate results as indicated in the Program Results Framework (see annex 23). 
Additionally, the progress report shall include the aggregate figures at the output 
level that MDLF used to track in its RBM additional disaggregated indicators showing 
results by sector, and indicating other gender and special consideration 
disaggregated data, such as results by gender, where applicable, and results by 
members of marginalized groups, where applicable. The reports should highlight the 
program implementation activities, and usually link financial information with 
physical progress, and reporting on issues that require attention.  

 

234. Upon receiving the financial report by MOLG the financial manager will review 
the financial report and bank statement. 

 

235. The MOLG-financial manager will prepare consolidated financial report based on 
the report furnished by VC on quarterly bases. 

 


