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|. History of Political Instability

2008 April 10- Constituent 2015 Sept. 20-

Assembly (CA) Election and Promulgation of a
1995- NCP (Maoist) begins  declared Nepal as republic new constitution
insurgency to establish
communist republic

1951- End of Rana
rule, Establishment
of Democracy

2006 April- People's ,

Movement 2013 Nov 19- CA
(DEMOCRACY) Election in

second time

1990- People's movement
(Janandolon-l),
Restoration of democracy
2005- King again
1960- King Mahendra dismissed Deuba and took

. all executive power
Seized Power and P

Suspended parliament



l. Trust Deficit Facing Political Parties
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Il. Campaign Finance Legal Framework

Campaign Finance

Regulations
\
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Il. The Election Commission (EC)

e ECis weak and ineffective.

 Financial documentation submitted to
EC is not credible.

* EC does not question these unreliable
documents.



I1l. Skyrocketing Costs and Contributions:
Parties and Candidates
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lll. Total Votes vs. Expenditures

Year

%

security (NPR in million)

2008 2013 Increase/
decrease
Total votes cast (In 10.74 9.46 111.92
million)
Total expenditure of
: 47
parties (NPR in million) ol.74 288 366
Expenditure per vote
: : 430.14
(NPR) 5.74 30.43 30
Expenditure of EC and 5730 11140 308.06




III. Election Expenditure of Parties
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W 2013 Per Vote Expenditure

W 2008 Per Vote Expenditure

III. Trend of Increasing Per Vote Costs
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I1l. Limits that Everyone Exceeds

e Regulations stipulate Rs. 3.2 million ($30,000)
$10,000 (FPTP) and on copter for votes
$1,000 (PR) spending HIE AT
limit. SIQflch‘-c'.{El' 2R AT

* Pushpa Kamal Dahal ;-2:,:
spent $32,000 on E E
helicopters. 3 §

 Eaknath Dhakal spent S @

T [+ ot
5 it el o <l sPenidont o 1 e g, -

$55,000 on helicopter A B 1 e e e
use alone.
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l1l. Candidate Costs

13

2013 : "Election Costs Increasing Three-Fold
(Nagarik Daily)
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l1l. Candidate Costs

“10 Million in Election Costs for a
2013 Election Single Candidate” (Kantipur Daily)

* First Past the Post
(FPTP) Election
Candidates: 6,128

e FPTP Election
Official Cost:
S61,280,000

 FPTP Estimated
Real Cost:
$183,840,000-
$612,800,000
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I1l. Where does the money
come from?

Corporations
Business leaders

15



IV. Political Payback

* Business leaders appointed as members of
parliament through the proportional system:
At least 50 business leaders, contractors,
bankers, school owners in current parliament
came through proportional representation
system.

* Contributors buy political office and lobby to
control policy-making process (vicious circle)



Sajha Sawal Episode 307: How Palitical Parties Choose
Candidates?

Sep 2013
She
denied Dec 2013
giving UML
donation appointed
to be MP her MP
Nov 2013
UML
listed her
as
candidate

Oct 18,
2015
Standing Oct 31, 2015:
committee Party
instructed Spokesperson
her to denied
resign allegations
Oct 11, Oct 24,
2015 2015: She
She was admitted
absent paying
in PM $700,00
election to par
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The Power of Contributors

Dec 21, 2015
Chairman
and GS of

Party

honored\ir

Jan 6, 2016 :
Local committee
in her district
formed panel
for investigation.




IV. Case (2011):
Tax Evasion and Impunity

37 firms named
in fake VAT
receipt scam

PFRABHAKAR GHIMIRE
ECATFLMANINLS, Ot B0

Foesponding to a bndmark direc
tive of MNatosal Innforoation o i=-
siom (NG obwe povsermoment on Sunclay
maclez public the names ol Dboasiness
firms including major players in NMepali
corporate world allegedly involved in tas
evasiann by using [akse VAT peceipis.

The imvessigsvion report am alleged
[ E- S |,'H.w;‘|.-‘.j[:| i 1g ] I‘.l r:,-l'-;,',,r'l;!ll ;'il'_l“ ]l\l;‘qJ’Il,l I;!_l.’-'u-;n LRag-
Dieparunent [T, svhich was made
pulrlic by Finance Secreiary Krizhna
Harl Baskota, suspects imvolvement of
MNepal’s op corporale louses, includimg
Arun Intercontinenial, Ulndced Bailders,
Iagadamba Sweel, Varan Developers,
Biswokarma Cement. Marod Cemment,
Dagar Aawio Clinkcs, L0 Electiromnics,
Jagadamba Trading Concern, Chamelia
I hydropower, CG Imgpex, United  Dris
wribrunoes, Mo Sooo Woeks,  Blva-
Bhavenl Ceparomnent Soore amnd O
Foods.

NIC issued the directive on the
hasis ol an application registored by
Tara MNarh Dahal of Freedorm Formem - an
MG advocating peaple’s right o infor-

mation. Mahal had filed applicaton at
MIC as per the Right oo Informmation St
an July 10 after the Ministry of Fimnance
(BMoF) refusced to disclose the namoes of
Manews ansd the anmoeunt evaded, PEC Brad
dlimercresd the Mol® oo disclose e deails
Lthe tolloswingy oy

MNIC, however, direcied the minisury
not o disclose deails of amoum alleg-
edly evadmd by those firms. Freedomn
Forum appealed oo the NI agsin on
.-\,11.“ ]5 :}rtu!r lhl,;'- BRI ol ‘['Jl,l h.fjl';llllq;lnrl}'d
ithe NIC directive. MNIC issued anocther
dimective on Ot 15, directing the Mol
10 disclose names of the fimmns within 15
days.

Former inance minister Bharat
Miohan Adhikari. citing Inoome Tax Ach,
had old padizmentary Public Accounis
Corrermi eese (PR @ Fowe rmoniths s Lo
the zovermmment cannmot  disclose  the
narmes of the firms being investigatcd
i!)] IEVE U evasion.

The reporn also discloses devalls of
the firmms that are currently nnder imves-
tigation on alleged tax evasion amyoaant-
i toomore tham Bs 10 hillion. The mepord
alzey mnamed a momiber of s thisae

Sew poage 2 237 ffrms.
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IV. Case 2 (2016):
Tax increases for small business owners;
decreases for large businesses

Owners of large businesses pressure

government to change “Local Self Government
Regulations”....

Recent Result:
e “Large” business tax decrease 4X
* “Small” business tax increase 3X

19



IV. Case 3 (2015-2016) :
Tariff exemption for business

* Businesses lobbied government to
receive 24-hour electricity during
ongoing power cuts and agreed to pay
double tariff

* Nepal Electricity Authority (NEA) cut
public power in favor of business

* NEA revoked double-tariff on businesses
in early 2016
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IV. Case 4 (2016)

Lobby from Banker MPs
‘Banker’ lawmakers blurring lines

between corporate lobbying, lawmaking

SAGAR GHIMIRE
KATHMANDU, Javr 17

In what appears w be
a clear breach of othical
miEmbeTs of ihe
pariament, who also have
direct involvement in bank
and financial institutions
(BFIs), have registered their
amendment proposal in the
bill 0 make amendmenis
io the Bank and Financial
Institution Act, 2006,

The government tabled
the amendment bill in the
parliament in the last week
of November.

Four lawmakers are affil-
iated with BFls either in the
capacity of chairman, board
dircctor or promoter with
controlling stake, while half
adozen lawmakers are busi-
nessmen or industrialists.
While there are still no rules
in place to govern conflict of
interest of a parliamentar-
ian, experis on corporaie
governance say that a leg-

islatas showid at 1easi skip
pan lineniacy  proceedimgs
that affect ther corporate
Imierests,

“It's unusual for a legs-
tator o hiold a position in a
private bank. How can we
expect that a legislator will
not prioritize corporate or
financial gains over public
interest while making laws?
They should choose either
the parliament or a bank (o
avoid any possible conflictof
interest,” Tara Prasad Upad-
hyaya Gyawali, an expert on
corporate governance who
is also an associaie professor
at Lumbini Banijya Campus,
said.

Civil Bank's Chairman
Ichchha Raj Tamang, Prime
Commercial Banks Chair-
man Umesh Shrestha, Janata
Bank's Chairman Uday
Nepali Shrestha, Reliance
Lotus Finance Ltds Board
Director Rajeev Bikram Shah
and Mega Banks Promoter
Duman Thapa are also the

membess of parliamend.
Tamany amnd  Sheesilia
have registered a dozen
of amendment  proposils
on the dealt bill of BAFIA,
Among the amendineit pro-
posals, the two members,
who are also the chairman
of the bank, have proposed
removing a clause in the bill
that resiricts a chairman of
any BF] to remain at the post
for more than two terms.
"There is no wrilten
code in the country thai says
what lawmaker should or
should not do 1o avoid con-
flict of interest. Lawmakers
having corporate interest or
affiliated with a bank should
remain neutral in the dis-
cussion or deliberation of
miatters that matters his/her
bank,” Parshuram Kunwar
Chhetri, a former banker
and financial consuliant
told Republica. *
of such parliamentarians
to bend the law to suit their
interests  looks strong  as

The lobby

Four lawmakers
are affiliated with

bank and financial

PETs SR 1A =1

institutions either
in the capacity

of chairman,
board director

or promoter with
controlling stake,
while half a dozen
lawmakers are
entrepreneurs

or industrialists.

they have been able to con-
vince legislators across all
party lines. [t's very unfortu
nate as well as unethical for
a legislator, who is affiliated
with bank, to actively lobby
and influence the lawmak-
ing process for corporate

gaing”

The comillici ol interesiol
some lawmakers was visible
m the meeing of Finance

oI IIIEL'U of the parlia-
lKlIlliLl Il‘lWl lllll
m-.hun the panel grilled M[l.:l
Rastra Bank (NRB) officials
to discuss the central bank’s
decision o raise minimum
paid-up capital of the BFls
through the Monetary Policy
for Fiscal Year 2015/16, The
lawmakers, who were also in
the board of the banks, had
demanded that the paid-up
capital hike requirement be

scrapped.
Many observers say
the parliamentarians have

posed a challenge for the
regulator  while ensuring
financial discipline in the
banking industry.

“I do not see a necessity
for an honorable member of
any constitutional body to
be regulated by the central
bank,” said former deputy
governor of NRE Maha

Prasad Adhikari, indicating
the discomlont the cenial
bank faces while regulating
stch bankers,
Chhetri
Sl
“Legislators  are  above
the NRB Governor in hier-
archy which may make cen-
tral bank hesitant in case it
needs to take action againsi
the chairman or the board
director of any bank while
ensuring financial  disci-
pline,” added Chhetri.
However, Prakash Jwala,

agreed  with

chairman of the Finance
Commiitee, iermed the
issue as an ‘unnecessary

exaggeration.  “Legislators
can be from various back-
grounds -- polities, business
or any other sectors. Their
expertise can be helpful in
drafting any laws. Even il
they have corporate inter-
est during parliamentary
deliberations, their interests
cannoi be dominant in the
parliament,” he added.
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IV. Case 5 (2014-2016)

kathmandu

news

MPs to deliberate law on
stitute Wlth thelr stakes

MTHM.\HIII.I JAN 23

Imagine a situation in which
your local grocers had the
power to draft laws abowot
their business practices amnd
the prices they could charge.
The same is happening in
MNepal's Parliament where
lawmakers who have shares
in the Manmohan Institube
will deliberate on a bill which
woiild dpgrade the staties of
the institite into an academy

Parliament sent the
Manmohan Academy Bill to
its respective committee on
Thursday, where influential
CPM-UML leaders, who hawve
stakes in the proposed acade-
my, are the members.

Experts worry that the
presence of the pariamentar-
lans in the disciission over the
bill creates a conflict of inter-
ezt while they may influence
any amendment decision by
the committes.

The government forwarded
the Manmohan Bill te the
Women., Children, Elderly
Citizen and Social Welfare
Committee chalred by UMIL
lawmmaker Ranju Kumark Jha

Parliament has sent Manmohan Academy Bill to
its committee where influential CPN-UML leaders with
stakes in the proposed academy are the members

for review The committes has
influential UML Members of
Parliament including
Rajendra Pandey who chairs
the Manmohan Institute of
Health Sciences, and Dr
Bansidhar Mishra, who has
shares in the eooperative that
runs the institute.

‘There are a total of 13 TTAMI.
leaders in the Howse commit-

tee who have made controver-
sial decision in the past to
ensure that Manmohan
Institute gets affiliation to run
MBBS classes. On December

cal colleges that had acquired
the letter of inbent to operate.
The decision was protested by
the UCPN (Maoist) saying that
it was taken in their absence
and revoked later

Hedar Bhakta Mathema,
chairman of the committes
that drafted the Health
Profession Education Policy
said it is an apparent conflict
of interest where the share-
holders of the institute decide
o the fate of the institite

“The same persons sitting
to decide on their own medi-

“They wonld obviously lobby
to ensure that they get to run
their institute. ™

Hailing the government's
decision to form the
Health Profession BEdication
Commission under Dr
Bhagwan HKoirala, Mathema,
however, sakd circumventing
the rule to run the Manmohan
institute was “unfortunate™_

A meeting stummoned by
the Mathema Commission on
Saturday expressed ite con-
cernce against the pgovern-
ment’s conflicting move. In

the mesting, former chibefl sec-
retary Leela Mani Paudyal
expressed his concerns on the
move to legitimise the opera-
tion of a private organisation
through an Act in a way o sot
a bad precedent.

According to sources, par-
liamentarians including
Pandey and Mishra are lobby-
ing for the bill's passage from
Parliament A source claimed
that the office bearers of the
institute have misused and
misinterpreted a letter from
the University Grants
Commission that states that
the Manmohan [Institute
should be granted affiliation
if the government takes over
its property and conwverts it
into a public institution. In
the past, 146 parliamentarians
led by Pandey had threatened
to disriipt Padiament if the
government did not grant
affiliation.

The government o
December 25 presented the

Manmohan Adhikari
Academy of Health
Selences- 2015 Bill to legiti-

mise the operation of the
Manmohan Institute of
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Over four
dozen MPs
with
investments
in private
schools
defeat public
education
reforms

V. CASE 6 (2016 )

MPs, lobbyists against
Edu Act amendment

BINOD GHIMIRE
KATHMANDU, 18N 2

Private school lobbyists and
lawmakers have stood against
the legislation on restructur-
ing school-level education, a
major partof the multi-billion
School Sector Reform
Programme (SSRP) adopted
si years ago.

They have even warned of
stalling the process if their
conecerns are not addressed.
Over four dozen lawmakers
from different political par-
ties in the Legislature-
Parliament, who have direct
investment in private schools
and colleges, have sought to
incorporate their demands. If
the government bows to the
pressire, the very objective of
the reform that alms to make
basic education free for all
and restructure ownership to
make it less profit-driven will
be undermined.

The government last week

EFFECTING LONG-OVERDUE REFORM PLANS

= Restructuring school education in two categories: Basic (grades 1 to 8) and secondary
(grades 9 to
= Schools to be run in cooperative model

= Replacing the Higher Secondary Education Board with Central Examination Board
= Ending decades-long problem of temporary teachers
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V. Recommendations

Determine a realistic legal limit for campaign expenses.

Require EC to create a code of conduct for parties, politicians,
donors, and other stakeholders with recourse to strict
penalties and enforcement mechanisms.

Empower the EC to both investigate parties and candidates as
well as scrutinize submitted financial documents.

Require parties and candidates to disclose campaign
expenditures and all donations over $250 to EC within 45 days
of election. Make these documents public.

Create a donation limit.

Oblige EC to make donor and campaign expenditure
documents public within 6 months of election.
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V. Recommendations

Institute a 3% threshold for elections and provide all parties
in parliament with state funding based on the votes they
received in the previous election.

Raise the financial deposit required to contest in an election
to discourage “dummy candidates”.

Call on government to effectively regulate political payments
from businesses and trade unions.

Provide state-funded postage for election literature and free
or subsidized broadcasting for all parties represented in
parliament.
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