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Acronyms 
 
A2F   Access to Finance 
CREF   Central Renewable Energy Fund 
FIs   Financial Institutions 
FSP   Financial service providers 
GoN   Government of Nepal 
MFI   Microfinance Institution  
MIS   Management Information System 
MFDBs   Microfinance Development Banks 
MRM   Monitoring Result Management 
MSMEs    Micro, Small and Medium Enterprises 
NBA   Nepal Bankers Association 
NEFSCUN  Nepal Federation of Savings and Credit Cooperative Unions 
NMBA   Nepal Microfinance Bank Association 
NPL   Non-Performing Loans 
NPR   Nepali Rupee 
NRB   Nepal Rastra Bank 
PAR   Portfolio at Risk 
PEB   Project Executive Board 
PBA   Performance Based Agreement 
RET   Renewable Energy Technologies  
RFA   Request for Application 
SCC   Savings and Credit Cooperatives 
TA   Technical Assistance 
UNCDF   United Nation Capital Development Fund 
VF   Vendor finance 
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Definition of terms used 
 
The following definitions are provided to assist users in interpreting VFCF’s guidelines and regulations when 
preparing and reviewing applications, and monitoring awards.  
 
Applicant: Institution that applies in response to a request for proposals (RFP).  
Application package: It refers to the documents provided to the applicant to present the fund, explain its 
key features and modalities. The application package also includes all templates to be filled in for a concept 
note submission or proposal submission. 
Agreement (also referred to as “Grant Agreement”): A binding contract that describes the allocation of 
funds and defines the roles and responsibilities of the Grantee and the Central Renewable Energy Fund 
(CREF). The agreement follows a Performance Based Agreement (PB) format. 
Application: A written document conforming to the requirements of this manual, which outlines in detail 
the activity(s) being proposed by an applicant for funding.  
Assessment panel: An independent group of experts selected by the CREF in consultation with UNCDF and 
RERL to review and evaluate proposals from applicants based on the selection guideline and scorecard. 
Consortium: A group of applicants comprising at least one RET vendor. The consortium partners or 
members will provide a signed document stating their intention to submit a joint application.  
Consortium leader: A consortium application must be submitted by a consortium leader. The consortium 
leader represents the consortium partners to the CREF. The consortium leader is responsible for project 
implementation by its partners and is responsible for distribution and accountability of the funds within the 
consortium. The consortium leader must be a RET vendor and is designated in the consortium agreement 
letter. 
Cost sharing: The project budget and expected expenses will be covered partly by the fund and partly by 
the grantee. Cost sharing consists of an allocation of the project expected costs between the fund and the 
applicant. The fund will commit to financing a given percentage of a project and the applicant will finance 
the rest. The share to be covered by each party and how it will be financed is defined in the grant 
agreement. A grant agreement may include different cost sharing rates for different activities.  
Currency: Monetary amounts in this manual may be labelled in US Dollars. However, all PBAs and expenses 
monitoring will be labelled in NPR. 
Deliverables/milestones: Key programmatic targets that must be met (fully or partly) to qualify for a 
disbursement of the next tranche of funds.  
Financial institutions: In this manual, the term financial institutions or FIs refers to Class A, B, C and D 
institutions, non-bank financial institutions licensed by the NRB (NBFI) and insurance companies and 
registered cooperatives (incl. multipurpose cooperatives providing financial services to their members). 
Grant: Financial assistance awarded to a grantee or consortium that provides funding to accomplish a 
defined objective. 
Grant Agreement Modification: A change to a grant agreement, in cost, duration, and/or scope. The CREF’s 
approval is required for all modifications to an activity. Modifications must be approved in writing and the 
grant agreement must be amended with signatures of the grantee(s), fund manager and the PEB (the CREF 
investment committee).  
Grantee: RET Vendors, Financial institution and others, which have been awarded a grant.  
The fund’s team: CREF 
The fund’s manager: CREF 
Implementation Plan: The document submitted as part of a potential grantee’s application. The 
implementation plan specifies the applicant’s goals and objectives as well as the proposed activities that 
will be conducted using the grant. It forms the primary source of information for evaluating the prospective 
grantee’s full application. The implementation plan is annexed to the grant agreement. 
In-Kind contribution: A share of the grantee cost sharing or contribution may be provided in-kind subject to 
the fund’s approval. In-kind contributions include, for example, (parts of) building rent or dedicated staff 
salary. In-kind contribution will be evaluated by the fund and translated into an equivalent monetary value. 
This value cannot exceed one third of the grantee contribution. 
Project Executive Board (PEB): the PEB is the CREF Investment committee. 
Performance Based Agreement: PBA are a type of grant agreement to be signed between the fund and the 
grantee. Under a PBA, achievement of the specific milestones or deliverables is a prerequisite to the 
disbursement of the next tranche of grant funding. 
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1. Introduction 
 
 Renewable Energy Subsidy Policy 2073 has recognized the importane of innovative financing mechanism 
such as reverse auctioning to encourage private sector investment in the sector.  Vendor Finance Challenge 
Fund is in line with the strategy of the Subsidy Policy 2073: To support development and growth of the 
renewable energy market by mobilizing commercial credit, attracting private sector/entrepreneurs 
and reducing their investments risks.    
 
The Vendor Finance Challenge fund is financed by UNCDF, UNDP-RERL and CREF. 
 
 
The Central Renewable Energy Fund (CREF) has been established as the financial managmenet mechanism 
for the renewable energy sector through the National Rrural and Renewable Energy Program (NRREP) of 
Alaternative Energy Promotion Center (AEPC) in Nepal.  The objective of CREF is to function as the core 
financial mechanism responsible for the effective delivery of subsidies and credits to the renewable energy 
sector in Nepal.  
Once proven as an effective financing mechanism for the sector, it is expected that further funds will be 
committed to CREF by the  Government and development partners given the importance of renewable 
energy in protecting the environment and contributing to rural livelihoods and development. CREF Financial 
Management Mechanism is being implemented through private commercial and development banks 
selected on a transparent and competitive basis, in accordance with well-defined eligibility criteria. Besides 
state of the art financing for energy sector, CREF also intends to promote Vendor Financing Mechanism for 
the renewable energy sector. 
 
The Renewable Energy for Rural Livelihood (RERL) is a joint programme of the Alternative Energy 
Promotion Centre (AEPC), GEF and UNDP. The main objective of RERL is to support AEPC to remove barriers 
for up scaling promotion of less disseminated renewable energy technologies such as mini hydro, large 
micro hydro and large solar PV systems. RERL is also working with CREF to design financing instruments to 
attract private sector funding and credit in off-grid renewable energy projects. RERL has supported CREF to 
initiate vendor financing for small scale solar pumping in Chitwan district on pilot basis with reasonable 
level of success. This is the vendor finance manual prepared for promoting RETs such as Solar Home System, 
Biogas Plants, Metallic Improved Cook Stoves and Solar Water Pumping System, Solar Drier, etc. 
 
UNCDF’s work on inclusive finance seeks to develop inclusive financial systems and ensure that a range of 
financial products is available to all segments of society, at a reasonable cost, and on a sustainable basis. 
UNCDF supports a wide range of providers (e.g. microfinance institutions, banks, cooperatives, money 
transfer companies) and a variety of financial products and services (e.g. savings, credit, insurance, 
payments, and remittances). UNCDF also supports newer delivery channels (e.g. mobile phone networks) 
that offer tremendous potential for scale. 
 
CleanStart is a five-year global programme implemented by United Nations Capital Development Fund 
(UNCDF) to support low-income consumers in six countries to transition to cleaner and more efficient 
energy through microfinance. The UNCDF CleanStart program was first launched at the country-level in 
Nepal where it is partnering with four financial services providers that provide energy lending for renewable 
energy technologies and their productive application in 2014. The program is working closely with four 
Nepalese financial services providers to expand micro-loans for cleaner and more efficient energy such as 
solar lighting, improved cooking solutions and biogas digesters. The programme targets increasing access to 
clean energy finance to at least 102,000 households and micro-entrepreneurs through these partners. The 
programme has also formalized a partnership with the AEPC. Areas of collaboration include brokering 
partnerships between financial and energy service providers, quality assurance, advocacy and monitoring 
and evaluation. Partnership with AEPC is integral to the day-to-day implementation and monitoring of the 
programme.  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2. Objectives and Approach of the Vendor Finance Challenge Fund 

 

2.1. Guiding principles 
 
The Vendor Finance Challenge Fund (VFCF) follows a set of principles guiding its actions. The principles are 
not specific procedures but they guide the fund’s operations and decisions. 
 

 
 
Competitive process 
Given the limited amount of grant resources, grant applications will be assessed and compared to each 
other. Applications best meeting the pre-established selection criteria will be listed according to their 
contribution to the objectives of the particular call. Following this listing, applications will be awarded based 
on the funds set aside for the call.  The competitive process will have a selection criteria based on the seven 
guidling principles as mentioned above.  
 
Innovation 
Grants are often aimed at enabling new ideas and new concepts for which the risk linked to uncertainty 
makes it less attractive to the private sector. Once an innovative idea has been tried out and shown its 
potential, the risk of uncertainty disappears (or is at least strongly reduced) making it possible to replicate 
the idea without grants. Three important considerations must be added: 

- What is considered innovative in Nepal may have been implemented in other countries. The 
concept of innovation is defined as a financial product, business model, delivery model or service 
that has not yet been implemented in this form (in a particular region of Nepal).  

- Innovation should not be considered as compulsory criteria.   
A proposal with a less innovative business model but compensating with large scale of outreach 
will be considered as well. 

- The VFCF targets innovation for direct impact on access to finance for RET. Innovation without 
realistic expectations of sustainability will not be considered. 

 
The innovation that the fund is seeking will be mainly on: 

i. Innovation on business model and partnership 
ii. Innovation on technology that is used 
iii. Innovation on promoting end use 

 
 
Cost sharing 

Principles 

Innovation 

Cost sharing 

Partnerships 

Market 
based 

approach 

Double 
bottom line 

GESI 

Competitive 
process 
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A challenge fund intends to leverage private sector funding, not to substitute private funding. Therefore, 
the fund proposes co-financing or cost sharing of projects based on internal rules.  
 
Partnerships 
Challenge funds are useful for bringing together partners from the private sector in a framework of 
cooperation for mutual benefit. The fund promotes partnerships of different type of private actors centered 
on access to finance for RET. 
 
Transparency  
The challenge fund must be completely clear and transparent about its rules and procedures. The 
evaluation results of proposals will be communicated to applicants. 
 
Additionality 
The fund focuses in priority on development that would not have proceeded otherwise. It is rather difficult 
to provide evidence of additionality but a case can usually be made based on the innovation level and risk 
factors. Furthermore, the VFCF strives to attract additional private funding as opposed to crowding out 
private investors. 
 
Competition 
Public grants to private sector actors by nature distort market competition. However, this distortion is 
accepted as a trade-off to their expected positive impact. The fund intends to limit this distortion to the 
minimum by focusing on market gaps unserved by the private sector and by not concentrating too large a 
share of funding in one partner or one Group or holding. 
 
Double bottom line 
The fund seeks to ensure a commercial return for the applicant as well as a positive impact for RET access. 
For instance, interventions aimed at product diversification and market improvement will increase profits 
for the vendor, but should also reflect in benefits for MSMEs and households. 
 
Co-investing 
More than a grant, the fund seeks to promote the image of a co-investor; sharing the risks but also looking 
for specific outputs and outcome when selecting a project. 
 
Gender Equality and Empowerment (GESI) 
The VFCF will: 

 Include, promote and support the collection of gender disaggregated data on access to financial 
products and services within institutions it will support;  

 Promote gender experts and practitioners to undertake work within the program; 
 Favour applications from women-owned or women-led businesses. 

 

2.2 Objectives  
 
The rural and off-grid areas of Nepal lack reliable access of clean energy.  The latest census shows that the 
population deprived of access to electricity or clean energy resources is around 28% of the total 
population.  85% of the totl energy consumption in Nepal is met by traditional biomass energy. Many of the 
enterprises in the rural and urban areas are either using traditional energy solutions or doing their 
operations manually.  
Various models of renewable energy financing are being promoted in the country. Financing renewable 
energy technologies through microfinance institutions is recently scaling up. However, MFIs are constrained 
by a shortage of funds to on-lend and therefore tend to focus on their existing ‘traditional’ products. There 
is good potential for Vendors to mobilize the credit from the commercial market and offer RETs to the 
households and enterprises on credit (instalments). This delivery channel for financing is an opportunity to 
increase financial access and to many households and rural entrpreneurs.  
 
The Renewable Energy Technologies (RET) eligible under this challenge fund are defined as any renewable 
energy technology promoted by AEPC. All RETs are eligible to the challenge fund. However, it is 
recommened that each applicant/vendor selects only one RET for their proposal.  
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Objectives 
The challenge fund’s goal is to test, develop and scale up innovative business models for vendor finance in 
Nepal. The business models and proposal should focus on energy access and/or on productive application 
of RETs. The general objective of the VFCF is to promote scalable business model of vendor financing for 
RET sector in Nepal. Vendor Finance represent an innovative and promising avenue to increase access to 
finance for renewable energy for households and MSMEs in Nepal.  The priority will be given to proposal 
serving the rural areas of Nepal.  
 
There is $90,000 fund available for testing this model. The fund aims at co-investing into atleast 3 
proposals. At least 50% of the total project cost is expected to be co-invested by the grantee.  
 
Areas of intervention & activities 
These areas of intervention will be approached through grants, primarily for the following activities: 

• Market research needed to identify and open new markets  
• Market access and distribution strategies to support sustainable entry into new market 
• Awareness, orientation, training activities for the potential clients 
• Improving RET after sales services and disemination of quality products to clients  
• Capacity building of agents and market players 
• Improvement of shared services such as mobile banking platforms 
• Development and capacity building for cash flow-based lending 

 
 
Targets 
The VFCF targets to facilitate the installation of at least 600 renewable energy technology systems through 
vendor financing model. It is expeted that this initiative will generate a total business volume of Nrs 
60,000,000.  
  
Geographic focus 
. The applicant is open to choose the sites from both rural and urban areas from all geographic regions 
based on their strength and networks. 
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3. Budget and funding instruments 

 

3.1 Approach to cost sharing  
 
The total budget projected for the VFCF is USD 90,000 
Contributions: 

• USD 10,000 by UNDP RERL. 
• USD 30,000 by UNCDF. 
• USD 50,000 by CREF/AEPC. 

3.2 Approach to cost sharing  
All cost sharing rates in this manual refer to the share of the project costs borne by the VFCF unless specified 
otherwise. 
 
The cost sharing policy is designed to (1) leverage the available resources of the fund and to (2) ensure a full 
commitment of the applicant to the project implementation. The maximum contribution from VFCF would 
be 50% of the project cost.  The applicant is required to commit its side of contribution in the beginning 
itself through a written letter.  
 
Cost sharing is a condition of award of the grant by the VFCF. Cost sharing must be verifiable from the 
recipient’s records and can be audited.  Field visits may also be done to verify such records.  
 
If it appears that the grantee’s contribution is not consistent with its commitment, CREF can request to 
reduce the amount of funding in the following funding period or to reduce the amount of the agreement by 
the difference between the expended amount and what the recipient agreed to provide. If the grant 
agreement has expired the fund may request the grantee to refund the difference. 
 

3.3 Minimum and maximum grant amounts provided by the VFCF 
 

  (USD) 

Minimum grant amount 20, 000 

Maximum grant amount 35,000 

 
The grant amounts are for the total duration for the project. The maximum grant value that can be awarded 
to one applicant through multiple applications will not exceed maximum grant quoted in the table above.  
The maximum grant value awarded to a Group or Holding follows the same rule. 
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4. Fund structure and Governance 
 

4.1 Governance 
The structure of the VFCF is comprised of: 

 The Project Executive Board (PEB) 
 The fund manager (CREF) 
 The assessment panel 

 
The PEB is in charge of the steering and supervision of the VFCF as well as the approval of proposals 
recommended by the assessment panel. The PEB is composed of CREF investment committee members, a 
UNCDF representative and a UNDP-RERL representative: 
 
 
The PEB has the following responsibilities: 

 Officially approve projects selected by the panels;  
 Provide overall guidance and direction to the project, ensuring it remains within the specified 

guidelines;  
 Address project issues raised by the fund manager, grantees and beneficiaries of the project;  
 Provide guidance on possible risks for the VFCF during its implementation and agree on possible 

countermeasures and management actions to address specific risks and issues;  
 Review the VFCF progress and provide direction and recommendations to ensure that the agreed 

deliverables are produced satisfactorily according to plan;  
 Appraise the project annual review report, make recommendations for the next annual work plan;  

 
CREF secretariat is the fund manager and oversees the operations. 
 

4.2 Assessment Panel 
 

The assessment panel is an independent group of experts selected through a public call. A 2 weeks’ notice 
will be published in AEPC website. All the received CVs will be evaluated by CREF, UNCDF and UNDP-RERL 
and approved by the PEB. The Assessment panel provides independent and transparent assessment and 
recommendation for approval/rejection of proposals. Expert panel should be selected from fields relevant 
to the fund (i.e. bankers, microfinance experts, technology providers, RET experts, consultants, etc.). 
While the initial screening of proposals is carried out by CREF secretariat, the evaluation of the proposals is 
conducted by the assessment panel based on the fund’s guidelines.  
 
The panel experts’ roster will be maintained at CREF. No PEB member will be included in the assessment 
panel. Additionally, any person related to applicants will also not be included in the review panel.  
 
For each panel meeting, the fund manager selects 3 to 5 experts based on the nature of the proposal. 
 
The selected experts receive the proposals by mail/hand delivered five to ten days before the meeting. 
They assess the proposals and fill in the template evaluation scorecard. All experts submit their grid to the 
fund manager before the panel meeting. Evaluations are filed by the fund manager. 
 
The panel members are paid an honorarium which is based on the number of proposals evaluated. During 
the panel meeting, experts exchange their opinion on each proposal. The fund manager is present to 
answer questions about the proposals if necessary. 
 
After discussions, an evaluation scorecard for each proposal is filled in by the panel. The panel may add a 
letter with recommendations for implementation. If members of the panel agree on selecting the proposal 
but not on the score, an average score is recorded. 
 
Selected proposals are presented to the PEB. PEB decides based on the recommendations made by the 
independent review panel. The PEB does not evaluate or provide scores to the proposals and may not 
submit or approve a proposal that was not selected by the panel. But it is allowed exercise a veto right on 
proposals if it possesses crucial knowledge that undermines the validity, legality or sustainability of a 
proposal. 
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Applicants are notified of rejected applications by the fund manager. 
 

4.3 Contracting and funding flows 
 
The VFCF does not possess an independent legal status and is not established with an independent legal 
authority. The VFCF does not own a bank account. It follows the rules established between the fund 
manager and PEB.Grant agreements are signed by the CREF. 
 
CREF, UNDP-RERL and UNCDF will transfer the committed funds to the dedicated CREF bank account prior 
to the challenge fund announcement. 
 
Payments to the grantee under the VFCF are transferred from the CREF bank account to the grantee directly 
following the PBA and contract. 
 
4.4 Applicant eligibility criteria  
 
The VFCF is open to all registered businesses operating in the RET sector and access to finance for RET. 
These typically includes: 

 RET vendors (importers, wholesaler and retailers/distributors); 
 RET maintenance and services companies; 
 RET producers and manufacturers; 
 Other private sector service providers participating in RET financing sub-sector in Nepal. 

 
These private vendors as the lead can also partner with financial institutions, insurance companies, mobile 
service operators, digital financial service providers, local CBOs, NGOs, etc. for  more innovative ideas 
 
All applicants must: 

 Be legally registered and up to date on their registrations and tax duties if applicable; 
 Have one year operation experience in the sector; 
 Be financially sustainable or demonstrate a credible business plan towards financial 

sustainability for the next two years; 
 Be able to demonstrate internal procedures and systems to ensure that the grant can be used 

transparently and efficiently (including opening a dedicated bank account for the project and 
audit); 

 Be able to demonstrate their capacity to provide the funds budgeted for their own 
contribution. 

 
 
 
Several eligible candidates may submit as a group with a common proposal and must designate a 
consortium leader. The consortium leader must be a RET vendor. 
 
The consortium nominates a consortium leader who is responsible for relations with the VFCF and for the 
good implementation of the project as well as fulfilling financial requirements and obligations. 
For an application submitted by a consortium, the budget must include the cost sharing of each applicant. 
All consortium members are jointly responsible for the achievement of the milestones, target and 
deliverables as indicated in the PBA.  
 
The consortium’s capacities will be evaluated as the total skillset of the group and as to the individual 
contribution of each partner. The lead of the consortium is the fully responsible party for implementation, 
delivery and financial management of the approved project. 
 
Documents to be submitted with an application 

At the proposal stage  

- Declaration of registration with the relevant 
authorities 
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- Consortium declaration if relevant  
- Copy of valid Nepali registration certificate  
- Financial statements 
- Last audit reports (up to 3) 
- Implementation team CVs (3 maximum) 
- Copy of the organization's charter and by-laws  
- Specific to a vendor, the quality and after-sales-

assurance and declaration  
- Approval from the board 
- Commitment for the cost sharing  
- Declaration of tax payment for last fiscal year 
-  
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5. Proposal assessment  
 
The scorecards for proposal assessment is included in the annexes. This section is to be used as a guideline 
for the use of the scorecard. 
 
The assessment of proposals consists of the following elements: 

1. Applicant’s capabilities  
2. The key idea of the proposal (business model, product, delivery model), its sustainability, 

replicablity and innovative aspect. 
3. Proposed cost sharing 
4. The potential impact of the proposal as compared to the fund’s targets and objectives 

 
The following are the guiding questions for the assessment of the proposals. 
 
Applicant’s Capabilities 

 Does the applicant and the proposed staffs have experiences with similar projects? 
 Does the consortium include all technical expertise necessary for the project? 
 Does the concept note/proposal demonstrate the organization’s effectiveness in terms of internal 

structure and key personnel? 
 Do the applicants use a reliable MIS (for FIs)? 
 Is there a strong governance structure and senior level commitment to the project?  
 Does the vendor have product quality certificate issued by RETS or others?   

 
Applicant’s resources and Cost Sharing 

 Is the applicant financially and commercially sustainable? 
 Can the applicant access the required financial resources to implement the project? 
 Does the applicant have the financial resources to run the project after the grant funding is 

finished? 
 What is the share of the in-kind contribution by the applicant? Is the in-kind contribution properly 

assessed? 
 Is the budget realistic to carry out the proposed activities? 
 Is the infrastructure such as branch, dealer, service provider network sufficient to provide the 

technical and after-sales-services efficiently and effectively?  
 
Innovation 

 Is this type of project new in Nepal? 
 Is this type of project new in the area where it will be implemented? 
 Can the project be considered totally new or it is bringing innovative aspects to a known concept? 
 Has a similar project been funded by other challenge funds in Nepal? 

 
Risk Mitigation measures 

 Has the applicant conducted a risk analysis? If so, is it realistic and comprehensive? 
 Can the main risk be managed or mitigated? 
 Are the risks to be born fully by the applicant himself or are the risks also carried partially by clients 

or other players? 
 
Feasibility 

 Is the technical approach viable? 
 Can the technical approach reasonably be expected to produce the intended outcomes? 
 Is the proposed methodology appropriate? 
 Is the methodology worked out in sufficient detail? 
 Does the applicant show sufficient understanding and knowledge of the sector? 
 Is the timing of the implementation plan realistic? 
 Is the project embedded into a larger strategy by the applicant? 
 Does the proposal include a market research element and reliable market data? 
 Is the technology affected by seasonality?  What are the chances of the technology functioning 

only part of the year?   
 

Partnership 
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 Do the proposed partners have clear roles and responsibilities? 
 Do the expertise of the partners complement each other? 

Sustainability 
 Does the project meet a clear demand of the target group? 
 Is there a reasonable expectation of profit or financial viability in the project? 
 Does the business model include a break-even point? 
 How long does the applicant expect it will take to reach break-even? 
 Can the project be expected to bring a lasting positive change  to the renewable energy sector? 

 
 
Match with the VFCF scope and targets  

 What are the quantitative objectives of the project? 
 What are the qualitative goals of the projects? 
 Can the grant amount/expected impact ratio be considered appropriate? 
 Will the project improve the volume and/or quality of the turn-over in the value chain? 
 Do these goals and objectives meet the VFCF objectives? 
 Does the project target underserved or financially excluded populations? 
 To which extent does the project address gender, ethnic minority and caste considerations and 

youth? 
 

Impact 
 Are the expected outcomes measurable? 
 What is the expected impact for the business and its clients/users?  
 Is the proposed model replicable in other areas of Nepal or with other actors? 
 Is the knowledge acquired through the project transferable to other actors? 
 Will the project directly or indirectly stimulate other organizations and resources to replicate, 

develop, or implement the same activity? 
 Does the project potentially threaten the social and ecological environment? 
 Is there a clear additionality for this project?  
 Is the expected return on investment attractive for the applicant? 
 Does the project leverage other private funding? 
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6. Operations 
6.1 Flow chart of the process and timeline  
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6.2 Notes on the application and selection process 
 
Request for the concept note application package 
The potential applicant contacts the VFCF to request an application package. The contact details of the 
potential applicant are recorded by the fund manager. 
The applicant is informed of upcoming application support workshop. 
An application package (either in electronic format or paper format and either in English or in Nepalese) is 
sent to the applicant.  

 
Submission of a proposal 
The fund acknowledges receipt of the application and records the date of reception in the data-base. 
 
Screening  
Proposals are reviewed for eligibility and validity by the fund.  The fund will assess whether: 
- The applicant is eligible (all applicants for a consortium), 
- The supporting documents are provided and valid, 
- The template has been filed in fully and properly, 
- The project meets the selection criteria as outlined in the evaluation scorecard. 
 
If there is any doubt regarding the validity of the information provided, the fund will inquire into the 
applicant’s background and reputation. 
The results of the screening and evaluation are recorded in the tracking system (or database). 

 
Dealing with incomplete applications  
In the eventuality that the application is deemed incomplete by the fund, a letter is sent to the applicant 
outlining the missing document(s) and information or erroneous information provided and informing 
him/her that the application is rejected. 
 
Due diligence 
Applicants whose proposals meet the screening requirements may be the subject of a due diligence. This 
procedure will include a visit by the fund staff to the head office of the applicant (each of them in the case 
of a consortium) and a review of the following documents: 

- Professional licenses. 
- A copy of the Company Registration/ Incorporation Certificate, issued by appropriate authority. 
- A copy of the Memorandum and Articles of Company. 
- A copy of the enterprise’s Tax Registration Certificate and latest Tax Clearance certificate. 
- A copy of the enterprise’s Audited Accounts for the last 2 financial years plus budget for the 

current year.  
- The name, address and contact details of any partners – outside of the lead enterprise – directly 

involved in the proposed project.  
- A copy of the registration document of any other consortium partners.  
- Self-declaration that the applicant has never been convicted of any financial malpractice.  
- Declaration from the enterprise of any legal claims/ pending legal actions, or issues currently faced 

by the enterprise that may have an adverse impact on future operations.  
- A list of the names, identity documents and home addresses of the enterprise’s sponsor and 

majority owners / shareholders, with the enterprise’s seal appended.  
 
Submission of the proposals to the assessment panel 
A group of 3 to 5 assessors is selected for each panel meeting. The fund selects members based on the 
expertise necessary to evaluate the submitted proposals. 
Panel members are notified of their selection by the fund and a date is set for the next panel meeting. 
Valid proposals are filed and sent to the assessment panel 5 to 10 days before the next panel meeting.  
Each applicant’s file sent to panel members includes: 

- A grant summary sheet.  
- The proposal. 
- The checklist of supporting documents 
- The results of the due diligence and field visit if relevant. 
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Panel members send the filled in evaluation scorecard to the fund manager for each applicant. The fund 
manager collect all scorecards and register the results. 
 
Assessment panel evaluation and output 
The meeting is hosted by the VFCF fund manager which also acts as secretariat for the assessment panel. 
Selected members sign a declaration stating that they have no conflict of interest with the submitted 
proposals and applicants. The format of this declaration is included in annex. 
Each proposal is evaluated in turn. Firstly the VFCF presents the results of panel members’ evaluations 
(scorecards) for a given proposal. 
If there is a clear consensus on the proposal, the average scoring is recorded by the secretariat together 
with all comments and marked as selected. 
 
If there is no clear consensus, panel members exchange their views and opinions. The fund has an observer 
status and may answer clarification questions from the panel members. If a consensus is reached, the 
procedure is the same as above. If not, the average of the panel members’ scorecards will decide.  
 
Notification of rejection and communication of the evaluation results 
If the proposal is rejected by the panel, the fund will notify the applicant in writing.  
Notifications are sent within 5 days after the panel meeting. 
 
PEB  
All proposals selected during the panel meeting are filed and sent with supporting documents and panel 
evaluation to the PEB members. 
The PEB members review the summary proposals. If one or more members of the panel have specific 
information justifying the rejection of a proposal, they will notify the fund within 5 days.  
The fund will then convene a PEB meeting within 5 days after reception of the request by the PEB 
member(s). 
During the PEB meeting, members will present their case for the rejection of a given proposal. 
After each presentation, PEB members vote to support the rejection or to deny the rejection. A majority of 
votes is required to support the rejection. If a majority is not reached the rejection request is denied. 
If the rejection request is supported, the fund will notify the applicant following the regular rejection 
notification procedure. 
If the rejection request is denied the applicant will be notified of its selection. 
 
To the extent possible, concensus decision will be practiced for accepting or rejecting the recommended 
proposals.  
 
Notification of selection and communication of the evaluation results 
Selected applicants will receive a notification letter by the fund, including their evaluation results and 
possible recommendations. 
 
Negotiation and finalization of the proposal modalities  
The negotiation will include the fund manager, the CEO and a board member from the applicant(s). 
Adjustments to the proposal required by the panel will be tabled.  
The proposal contents as well as the cost sharing will be confirmed, and the timeline of the implementation 
plan will be adjusted if necessary. 
 
The grant agreement follows a performance-based approach. It implies that each disbursement is subject to 
the completion of specific activities and achievement of milestones - submission of deliverables and 
reaching measurable targets. Failure to reach those milestones may result in delay of disbursement or in 
partial disbursement. The clear description of milestones and their timing will be confirmed during the 
negotiations and included in the grant agreement. 
 
Induction meeting 
Before the start of the activities, a one-day induction meeting will be organised for the grantee. The grantee 
responsible managers and dedicated staff will meet the fund manager and will be briefed on the different 
reporting, administrative and financial procedures to be followed. 
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Signature of the grant agreement 
Upon reception of the required supporting documents, the fund manager will draft and send the grant 
agreement to the applicant.  
A signature ceremony will be organized with the applicant CEO and responsible managers. 
 

7. Grant agreement management 
 
7.1 Contracting and follow-up 

 
Grantee implementation responsibilities 
Upon the signing of a grant agreement, the applicant becomes the “grantee.”  
A template for agreement is included in annex. 
 
The grantee must offer full cooperation to the VFCF in the oversight of the grant. The grantee will submit 
requests for reimbursement based on the output of approved milestone as specified in the grant 
agreement.  
 
Implementation responsibilities 
Also upon signing, the fund will begin to exercise its management responsibilities. The VFCF will oversee the 
performance of the grant through review of deliverables, site visits, and regular review of financial reports 
in close collaboration with the relevant technical staff member(s).  
 
Cost estimates and real costs 
It may not always be possible or feasible for applicants to obtain and submit exact cost figures or quotations 
at the time of proposal submission. The maximum variation allowed in such case is 10% of the cost of the 
item or 5% of the total project cost while staying within the approved total budget ceiling. 
If the variation is above these thresholds, a new budget will need to be prepared and approved by the PEB. 
 

7.2 Follow-up and payments 
 
Disbursements 
Disbursements (or payments) are made to the grantee in accordance with the tranche payment schedule 
contained in the grant agreement and upon submission of an approved milestone. The fund will oversee 
financial and contractual compliance and approve each periodic payment via reimbursement based on 
receipts, deliverables or output of approved milestone as specified in the grant agreement. 
 
The disbursement schedule is to be decided between the fund and the applicant during the grant 
negotiations.  
 
Before each payment the VFCF will review and verify the required milestones, targets, deliverables and 
expenditure claimed as per the grant agreement, and recommend to CREF for reimbursement. The VFCF 
will fill in the database the progress status based on the applicant reporting, delivered documents and field 
visits. Payments will not be made until the VFCF has reviewed, verified and approved the milestones or 
deliverables. The grantee will make a payment request using the grant tranche payment request form 
(included in annex). All requests for reimbursement must correspond to a tranche payment specified in the 
grant agreement. 
 
Evidence of expenses must be provided according to the rules described in the following section. 
The VFCF has the right to inspect the grantee's financial records to ensure that the reimbursements 
represent the amount actually incurred by the grantee in implementing the activities.  
 
Some administrative requirements such as the submission of audited reports may cause delay in funds 
disbursement and therefore in project implementation. The VFCF may authorize a (partial) disbursement 
with alternative documents such as unaudited financial report or preliminary audit report if the applicant 
can justify the situation. Supporting documents must be provided within 3 months of the disbursement.  
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The grantee will normally receive tranche payments within two weeks after the complete documentation 
has been submitted.  The fund prepares a checklist, specific to each vendor related activity and once all the 
boxes are ticked off, the request for fund release is complete and the fund is disbursed.  
 
If milestones, deliverables and/or targets have only been partially achieved, the fund may assess the degree 
of completion and disburse a proportionate payment.  The degree of completion or achievement must be a 
minimum of 50% to trigger a disbursement. 
 
 
Final disbursement 
The final disbursement is made at the end of the final period, after all reporting has been submitted by the 
grantee by following the same reimbursement process mentioned above. 
The final disbursement cannot be made after November 2018. 
 

7.3 Conditions for costs refund 
 

Account 
A separate bank checking account for the purpose of depositing and expending the disbursed grant funds 
must be opened prior to receiving the first payment.  
The account name must be the official name of the grantee. No other funding shall be deposited into this 
account and no expenditures shall be paid for from this account, which are not for eligible costs under the 
grant agreement. No funds disbursed under the Agreement may be transferred to other bank accounts 
owned by the recipient that contain funds from any source other than the VFCF. The account number and 
names/titles of those employees who have signature authority over this separate checking account shall be 
provided to the fund’s team by the grantee upon the opening of the account.  
 
All grantees must establish a separate and segregated financial accounting system that will effectively and 
properly record and report the deposit and expenditures of all funds disbursed in the account. For purposes 
of control and review, this may be a simple dual entry ledger and journal system that meets generally 
accepted accounting practices (GAAP) standards and the financial control requirements.  
The fund will verify that a separate and segregated financial accounting system exists as part of the 
negotiation period. 
 
Invoices and evidence of costs 
Together with the grant tranche payment request form, the grantee will submit: 
- A budget statement: This is a budget summary statement the grantee provides the VFCF indicating the 

cumulative expenses against the approved budget. An electronic format in Excel will be provided to 
each grantee to report cumulative expenses against the approved budget.  

- Detail of expenditures and supporting documents: The grantee should maintain details o expenditures 
and required supporting documents. VFCF may check these details at any time.   

- A bank statement showing the grant account to enable periodic account reconciliation. 
 
Once received from the grantee, the Grant Tranche Payment Request form with all supporting 
documentation will be reviewed and verified by VFCF. The request will either be processed as approved or 
returned to the grantee for further clarification and/or documentation.  
The grantee will normally receive reimbursement within two weeks after the above documentation has 
been approved. Errors in documentation may lead to delayed disbursements. 
 
 
Audit 
The grantee shall assume full responsibility for effective and proper administration of the funds. The VFCF 
reserves the right to audit the recipient as described in the grant agreement. 
The grantee shall maintain books, records, documents, and other evidence relating to the VFCF grant in 
accordance with generally accepted accounting principles in Nepal to sufficiently substantiate charges to 
the grant.  
AEPC and its Compliance Unit or Auditor General’s Office will have the right to audit the business of the 
parties involved in implementing the Challenge Fund. However, the audit will be limited to operations 
related to the implementation of the concept itself.  
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In-kind contributions 
In-kind contributions by the grantee to cover their share of the project’s costs are allowed to a maximum of 
33% of the total value of the applicant’s contribution. In-kind contributions must be planned and integrated 
into the budget annexed to the grant agreement. 
In-kind contributions include office space, equipment, staff-time, etc., and can be counted as cost share. A 
share of this costs can be attributed to the project and a rationale to explain that share will be required 
from the applicant. A reasonable and fair monetary value must be imputed by the applicant to this 
contribution so that it can be properly recognized. 
If the valuation of in-kind contribution is inappropriate or not supported by evidence, the valuation will be 
left to the fund’s team judgement.  
Such in-kind contributions are clearly described at the time of submission of the proposal itself along with 
the estimated monetary value.  
 
Other contributions 
The VFCF does not consider pre-existing contributions and pre-existing capital expenditures before the 
submission of the proposal.  
The VFCF may consider as a contribution from the applicant other funding provided by a third parties such 
as other companies, funds, NGOs, etc. to a maximum of 25% of the applicant’s total contribution. In their 
grant applications, applicants should distinguish between co-funding that is already committed and co-
funding that is only anticipated. 
The rest of the applicant’s contribution must be in cash. 
 
Procurements 
Procurements of goods and services are allowed only when included in the grant agreement or with explicit 
authorisation in writing by the VFCF. 
For any procurement with the grant money through VFCF, a total value superior to USD 5,000, the grantee 
will provide the (minimum 3) bids received from bidders and a summary evaluation sheet comparing the 
bids. The VFCF may refuse a refund if the procurement procedure didn’t follow proper procurement code. 
 
Termination of grant agreements 
The VFCF reserves the right to terminate or suspend a grant for the reasons listed below. If termination or 
suspension is considered, it should only be undertaken after a full discussion between the fund and the 
grantee. 
Termination and suspension may be:  

- With consent of the grantee: The VFCF may terminate or suspend the grant, in whole or in part, 
with consent of the grantee. Both parties shall agree upon termination/suspension conditions, 
including effective date and, in case of partial terminations, the portion of the award to be 
terminated. The bilateral agreement to terminate will be in writing.  

- Upon request of the grantee: The grantee may terminate the award in whole or in part upon 
sending a written notice to the VFCF. The notice must specify the reason for termination, the 
effective date, and, in case of partial termination, the portion to be terminated. If in the opinion 
of the VFCF a partial termination means that the purpose of the grant will not be achieved, the 
fund may fully terminate the award.  

- For material failure: The fund may terminate or suspend the grant at any time, in whole or part, 
upon written notice to the grantee, whenever it is determined that the grantee has materially 
failed to comply with the Terms and Conditions of the grant agreement. Termination should only 
be invoked when all other corrective measures have failed.  

- Financial insolvency of grantee: The VFCF has the right to terminate in whole or in part, or 
suspend payments should the recipient become insolvent during performance of the activity.  

- For misappropriation of funds, misuse of funds, diversion of funds, collusion and corruption, once 
proven, the contract can be terminated by the Fund without further negotiations  

 
Early termination must be approved by the PEB based on a proposal from the fund’s team. 
 
Modification of a grant agreement 
The VFCF may modify a grant agreement during the project implementation. Any modification of a grant 
agreement requires the mutual written endorsement of the grantee and of the PEB based on the 
recommendation made by the project team. 
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The grantee will send a request in writing to the fund explaining the reason for modifications and the 
required modifications. The grantee will submit an updated implementation plan and updated budget 
highlighting where changes took place. 
The fund will assess the validity of the request. The fund may require additional data and information to 
substantiate the request.  
Possible modifications are: 

- Unfunded modifications: A written modification will be issued when there is a need for material 
alteration of a programmatic aspect of an agreement and when there is no impact on cost. An 
example of this is a modification to the start date of the activity or completion dates to provide an 
extension in the event of unforeseen circumstances outside the control of the grantee.  

- Funded Modifications: All modifications — technical or otherwise — that increase the total funding 
value of a grant by a minimum threshold of five percent of the total approved amount of the grant 
must be approved by the assessment panel. All requests for a cost modification must be processed 
in accordance with the following criteria:  
- Funded modifications will only be considered to address compelling, extreme circumstances 

that jeopardize the achievement of an activity objective(s).  
- Poor planning by the grantee is not an acceptable rationale for requesting a cost modification.  
- Cost modifications must be supported by a revised financial plan detailing the original 

approved line items, the revised line items and expenditures to date.  
- A cost increase must always be driven by a revised implementation plan — not vice versa.  
- A cost increase will always entail a proportional increase of the grantee’s contribution. 
- The VFCF must re-check possible funding overlap with other challenge funds. 

- Budget realignment: All modifications that result in budget line-item adjustments, but do not 
increase the overall budget amount, only require a statement and explanation of the grantee but 
not an approval of the PEB based on the recommendation made by the project team if it doesn’t 
imply a budget line modification of more than 10%. Modifications of budget lines accounting for 
more than 10% of the budget line value will need an assessment panel approval. 

 
Requests for funded modifications and for budget line realignment above 10% of the budget line value will 
then be presented by the fund to the PEB. If the PEB agrees to the request, the updated budget and 
implementation plan will be signed by the grantee and the fund and will be added to the grant agreement. 
A request may be refused by the panel, in which case the grantee may choose to follow the original plan or 
to request a termination of the agreement. 
All modifications will be recorded in the respective grantee’s file and updated in the activities database. 

 
Close out 
All activities of a grant financed with VFCF funds will be completed or cease on the grant completion date 
specified in the grant agreement, unless the fund approves an extension in writing prior to the original 
grant completion date.  
Under the terms of the grant agreement, the grantee is required to submit a completion report within 30 
days after completing the final activity. The final disbursement is pending until receipt of an acceptable 
completion report.  
If the completion report is deemed acceptable and all other requirements have been met, the fund will 
draft a completion certificate. All obligations (technical and financial) of both parties, with the exception of 
VFCF right of inspection and the recipient’s record-keeping and monitoring obligation, are deemed to be 
fulfilled.  
 
The completion and results will be filed in the fund’s database. 

8. Monitoring and evaluation (M&E) 
 
The grantee is required to submit periodic reports. These reports are key to the transparency, 
accountability and responsibility that must be maintained for a mutually beneficial arrangement.  
 
M&E is conducted at several levels: 

1. Individual self-reporting by grantees (performance and financial) 
2. VFCF process M&E 
3. VFCF controls and field visits 
4. External outcome/impact measurements 
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5. For technical M&E, AEPC may also carry out its own activity 
 
Individual financial self-reporting by grantee 
Financial reporting by grantees includes a statement of expenditures, a summary table comparing expenses 
and actuals, evidences of expenses, possible narrative explanations to describe the difference between 
actual expenses and budgeted expenses, banks statements and reconciliation report if the grantee received 
an advance. 
The frequency of financial reporting is the same as the frequency of disbursement (typically every quarter). 
 
Individual performance self-reporting by grantee 
Individual performance self-reporting focuses on assessing progress in the implementation of planned 
activities. Performance reporting will be based on a work plan including all activities and sub-activities as 
well as their respective indicators of achievement. 
The proposal template requires the applicant to fill in a results framework including activities, 
output/deliverable, indicators of success and targets. 
This framework will be reviewed and finalised during the negotiation prior to the signature agreement. The 
finalised results framework will be used as a monitoring tool during the project implementation. The 
grantee will indicate in its reporting if an activity is completed, on-going and/or delayed. Narrative 
description and explanation will be required only if an activity is delayed. The amount of narrative reporting 
should be limited to the minimum. 
The frequency of performance reporting is the same as the frequency of disbursement (typically every 
quarter). 
 
Indicators of performance to be recorded by the grantee are limited to inputs and outputs. 
Outcome and/impact indicators will only be included if the grantee has the means to collect the 
information without carrying extraordinary actions.  
 
A project completion report will be drafted and submitted to the VFCF by the grantee within one month 
after the end date of the project. The report will include the following information: 

 Milestones achievement 
 Target achievement 
 Main challenges and lessons learned 
 Future steps by the applicant 
 Budget/expenditures overview 

Approval of the completion report is required for the transfer of the last payment by the VFCF. 
 
VFCF Database 
Each grantee report will be filled in the VFCF database after approval. All supporting documents will be 
stored in the grantee’s file. 
Target indicators data will be automatically copied to a consolidated file including all grantees activities and 
outcome results. 
Outcome data will also be copied to a consolidated sheet presenting the result of the VFCF to date. 
 
VFCF processes 
The VFCF will report its own activities in the database as well. Its internal reporting will include internal 
activities (number of meeting of the assessment panel, meeting with other donors’ interventions...) and 
activities related to grantees (number of concept notes received, number of workshops carried out, number 
of field visits for financial and performance control…). 
 
Controls and field visits 
Each project will be visited at least twice a year. However, the frequency of field visits is dependent on the 
project’s phase and its activities.  
Field visits should include a review of the activities implemented, the outcome of activities (for instance 
interviews with loan clients) and the financial expenditures incurred. 
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