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- INTRODUCTION 

This report fulfills the requirement laid down in Articles 118.2 and 124, of the IO11 European 
Development Fund (EDF) Financial Regulation3, for the Commission to report each year on 
its financial management of the EDF's. 

As is the case for figures used for EuropeAid's performance targets, all the figures in this 
report are gross, unless stated otherwise. 

- SIGNIFICANT EVENTS IN 2011 

Global commitments, individual commitments and payments: 
At year-end 2011, around 63% of the 10th EDF had been committed (more details in m 

m 

paragraph 4.1 below): 
2011 global commitments reached €3.279 billion, or 101% of the 2011 target of 
€3.250 billion. 

• 2011 individual commitments reached €2.786 billion, 86.8%) of the 2011 target of 
€3.211 billion reaching. 

• 2011 payments reached €2.941 billion in 2011, 84% of the 2011 target of €3.503 billion. 

Other information: 
• During 2011, the Commission approved a total of 44 Annual Action Programmes (AAP) 

in favour of African countries. 40 AAP were financed from the EDF (of which 4 were 
regional programmes). 6 have been adopted in the framework of accompanying measures 
for Sugar Protocol Countries, financed from the EU Budget. In total €138.8 million were 
committed under these sugar accompanying measures. 

• In 2011, an amount of €194 million was committed in the Caribbean from the various 
cooperation instruments managed by the Commission. Five Annual Action Programmes 
were approved under the 10 EDF, totalling €29 million. Nine other financial decisions 
were adopted totalling €106 million. Guyana and Jamaica benefited from sugar 
accompanying measures financed under the EU Budget to increase the competitiveness of 
their sugar industries following the reform of the EU sugar market. In 2011, these 
countries received €56 million in commitments. In addition one programme was financed 
from the thematic programme for the Global Climate Change Alliance for an amount of 
€3 million. 

m 

m 

During 2011, the Commission approved a total of 10 Annual Action Programmes in 
favour of the Pacific countries. Eight AAPs were financed from the EDF (of which one 
was the Intra-ACP Pacific regional programme), amounting to €47.811 million. Two 
AAPs have been financed from the EU Budget: one has been adopted within the 
framework of accompanying measures for Sugar Protocol Countries (€7.063 million), and 
one within the framework of Global Climate Change Alliance (€3 million)'. 

Regarding the Overseas Countries and Territories, 10th OCT-EDF, 45.37%) of the A and 
В envelopes were committed at the end of 2011 (33.88% of the territorial programmes, 
100% of the regional programme and 49.18%) of the В envelope, mobilised three times in 
order to finance rehabilitation projects after hurricanes and cyclones in Caribbean and 

3 OJL78, 19.03.2008, P.l 

4 Please note that these figures do not include the "European Instrument for Democracy and Human Rights" 
(EIDHR) and the thematic programme "Non State Actors" (NSA) 



Pacific OCTs). 66.67% of the funds dedicated to technical assistance for the OCTs and 
managed by the Commission were committed. 

• At the end of 2011, the Intra-ACP envelope reached a level of commitments of 86%. The 
EDF Committee gave its favourable opinion on the Annual Action Programme in 
November 2011 and a Commission Decision was taken in December 2011. 
€35.95 million have been committed under the Energy Facility and €71.51 million under 
the Water Facility. 

• A new contract for Results Oriented Monitoring Missions was signed in January 2011. 
During the year, a total of 59 missions visited 75 countries and produced 330 monitoring 
reports on EDF funded projects. Analysis of the results revealed that 67.7%) of national 
on-going projects perform very good or good, 22.6% of reviewed projects present 
problems and 10.7 % major difficulties. 

• Appropriate measures under Article 96 of the Cotonou Agreement are currently 
applicable to five ACP countries: Zimbabwe, Fiji, Guinea-Bissau, Guinea (Conakry) and 
Madagascar. In Niger regular cooperation restarted on 20 June 2011. The EU took the 
decision (July 2011) to close the Art. 96 Consultations with Guinea Bissau and set out a 
roadmap to gradually resume development cooperation with the country. 

• Considering that for most ACP countries the deadline for operational implementation of 
Stabex funds was 31 December 2010, the closure of Stabex accounts and the recovery of 
unused funds have accelerated in 2011. In 2011 a total amount of €31.6 million was thus 
transferred back to the Commission's accounts and credited to the national indicative 
programmes of the respective countries. 

• EDF cash flow: Following a Council decision (June 2011), on the basis of a proposal by 
the Commission, the EDF ceiling for 2011 for the European Commission was reduced to 
€3.100 million from €3.690 million. This reduction was decided taking into account the 
cash balance at the end of 2010 and the decrease in payment forecasts for certain 
programmes, such as the Millennium Development Goals Initiative, regional programmes 
and budget support. 

Perspectives for 2012: 

The Commission began working in late 2011 on an initiative to address the building of 
resilience to food security and malnutrition in the Horn of Africa5, bringing together 
development and humanitarian actors to tackle both the short and longer-term assistance. 
It encompasses already programmed EDF resources and may lead to re-allocation of 
EDF resources in support of resilience activities in the Horn of Africa. 

The End of Term Review of the 10th EDF at country level will be undertaken in 2012 for 
all countries. It is the last opportunity to reallocate resources and contribute to the 
absorption of EDF resources, considering the sunset clause for commitments of funds 
(December 2013). 

The Mid Term Review of the regional Indicative Programme has been launched in 2010 
and will be concluded in 2012. Important reallocations of resources are foreseen. 

The Mid Term Review of the Intra-ACP Programming document, launched in 2011, will 
be concluded in 2012. An increase of the amount for intra-ACP cooperation may be 
proposed in this framework. 

5 Background is spelled out in a Staff Working Document "Share: Supporting Horn of Africa Resilience", 
SWD(2012) 102 final 



With regard to the 2nd window of the MDG Initiative, for €700 million, the Commission 
organised during 2011 a call for proposals for all ACP countries. 69 proposals were 
received and following a selection process based on the guidelines issued with the call, 36 
projects were selected for financing. These funds will be committed in 2012 and 
implementation will start in 2012-2013 in order to contribute to the acceleration of the 
MDGs. 

Finalisation of the 10th EDF performance review with ACP counterparts: this review of 
ACP-EU development finance cooperation halfway through the multi-annual financial 
framework 2007-2013, assesses the degree of realisation of commitments and 
disbursements, as well as the results and impact of the aid provided. The document will 
be discussed in the framework of the different ACP-EU instances until the final exchange 
of views by the ACP-EU Council of Ministers foreseen in June 2012. 

- FINANCIAL SITUATION OF THE 8TH -10™ EDFs, YEAR-END 2011 

Table 1: Financial situation of the 8th-10th EDFs, year-end 2011 (€ million)6 

Funds allocated 

to ACP states and OCT States 

(by EDF)7 

8th-9th 

A 

27.215 

10th 

b 

21.634 

Total, 
8th-10th 

c (a+b) 

48.849 

Funds 
committed 

D 

40.827 

Funds 
spent 

E 

29.208 

Funds/commitments outstanding 

Funds 
uncommitted 

f(c-d) 

8.022 

Commitments unspent 
(RAL) 

G(d-е) 

11.619 

Total 
remaining 

funds unspent 

h (f+g) 

19.641 

6 These figures are based on the provisional accounts of the 8th, 9th and 10th European Development Funds for 
the financial year 2011 

7 Throughout this report, figures include European Investment Bank (EIB) risk capital and related interest-rate 
subsidies from EDFs prior to the 9th EDF, because the Commission holds accounting responsibility for these 
funds . Figures -exclude the EIB's Investment Facility, funded from the 9th and 10th EDF, because the EIB 
holds accounting responsibility for the Facility. 



P E R F O R M A N C E A G A I N S T O B J E C T I V E S 2 0 1 1 : F I N A N C I A L P E R F O R M A N C E 

Overall fmaiieiai performance 

Table 2: EDF key performance figures, 2008-2011 (€ million) 

Global 
commitments 

Individual 
commitments8 

Payments 

2008 

4.843 

2.998 

3.214 

2009 

3.502 

4.262 

3.127 

2010 

2.662 

3.683 

3.321 

2011 

Target 

',':· 3.250 

3.211 

: У ;з.50з 

Actual 

3.279 

2.786 

2.941 

Achieve 
ment 

101% 

87% 

84% 

Commitments 
Global commitments are on target. For individual commitments (contracts), the main 
reason for deviation from the target is delays in contracting infrastructure programmes 
as well as the back-loading of global commitments in 2011 which did not allow 
enough time to sign the respective contracts during the same year. 

Payments: 

For payments, the main reasons for not achieving the targets are: 

• For budget support disbursements, mainly due to the fact that eligibility 
conditions were not met 
• For infrastructure projects, mainly due to procedural problems (e.g. delays of 
tendering procedures and contract awarding) as well as other problems at 
implementation level (late and incomplete mobilisation of contractors on site, 
weak capacity of local contractors, poor management of the National 
Administrations). 

Better aid: maintain efforts to increase the quality of projects and programmes and 
to deliver aid under the most appropriate form 

Increase the quality, impact and sustainability of projects and programmes 

Quality of preparation: the Quality Support Group 

DEVCO's Quality Support Groups (QSGs) assess operations before they are 
implemented (ex ante). 

In 2011, the QSG9 held 52 meetings. 

Targets and actuals reported are for fully signed legal commitments (fully signed contracts) 

9 Considering the reorganisation of DG DEVCO in June 2011, data in this paragraph relate to the QSG of the 
ACP Directorate for the period January-June and for the Sub-Saharan Africa Directorate for June-December 



Table 3: QSG review of financing proposals, 2011 

Project 
cycle stage 

Identification 

Formulation 

Indicator 

Identification fiches 
reviewed 

Action fiches 
reviewed 

Number 

Value (€ 
million) 

Number 

Value (€ 
million) 

2010 

262 

4,415 

245 

3,985 

2011 

166 

3,917 

337 

6,898 

% change, 
year-on-

year 

-36.6% 

-11.3% 

+37.5% 

+73.1% 

The table below shows the QSG impact on projects' proposal quality in 2011 : 

Table 4: QSG impact on projects' proposals quality, 2011 
Percentage of scores awarded at each review stage10 

Option 1 

Option 2 

Option 3 

2011 

Identification 

90% 

9% 

1% 

Formulation 

62% 

30% 

8% 

Conclusions are summarised in checklists: 
- Option 1 : Continue to inter-service consultation. Action Fiche approved without changes or 
with minor changes to be introduced under the responsibility of the cooperation officer 
- Option 2: Resubmit Action Fiche and TAPs/ Project Description/Guidelines for Calls for 
Proposals either: 
Back to QSG as an A point (the agreement of the concerned services needs to be confirmed 
when re-submitting to QSG) - document partially accepted with recommendation for an 
improved version of the Fiche to be presented at QSG; 
Back to QSG as а В point: - Document not accepted with recommendations for a substantial 
revision and a new Fiche to be discussed in QSG as point B- Additional 
information/documents are requested. 
-Option 3: Action Fiche (+TAPs/ Project Description/Guidelines for Calls for Proposals) to 
be abandoned or substantially reviewed. If resubmission to the QSG is envisaged it will be 
necessary to submit the necessary documents addressing recommendations in the checklist 
and the actions below. 

- Quality and sustainability during implementation: Result-Oriented Monitoring (ROM). 

Results of the 2011 ROM exercise11 show satisfying overall performance (65% of 
the projects reached a "very good or good performance") of cooperation in the 

1 These statistics have to be considered with a minor margin of error. In order to obtain the statistics only for 
EDF projects and programmes, it is necessary to breakdown the statistics of the ACP Directorate between 
EDF-funded operations and operations funded from Budget Lines, which might result in minor errors 
regarding operations funded from thematic budget lines. 

The 3 years ROM contract currently ongoing (2011-2013) is financed under the EU Budget 



ACP-OCTs region, both for projects and programmes with on-going activities as 
1 9 

well as to those assessed ex-post ". 

The table below gives an overview of ROM activities carried out in 2011 in the 

ACP-OCTs on EDF-funded projects: 

ШШШШЕЕШШШЕШИКШ^ШШЕШВШШШ 

№ of countries visited 

№ of operations monitored* 

№ of monitoring reports produced** 

€ million covered** 

ШИЯ! 
75 

274 

295 

2,579 

Д1 
32 

32 

35 

210 

щаиишшш! 

I^^^fc 
N/A 

306 

330 

2,789 

* National Projects + Regional Programmes 
** National components of Regional Programmes 

The table below summarises the performance of EDF-funded national and regional projects 

which have undergone ROM in 2011. Only on-going national projects and regional 

programmes are considered (closed projects are not taken into account). 

■¡¡^■■■^■■шШИЩШШ ¡■■■ïSiiiiiiiiiieei^B 1111111В11Я 

ШНРшЯЕ; 
I- Very good performance 

II- Good performance 

III- Performing with problems 

IV- Not performing, major difficulties 

0.7% 

64.4% 

24.3% 

10.6% 

Annex 4 provides a more detailed overview of ROM results for the year 2011. 

- Continue to provide budget support where appropriate 

In 2011 €207 million was committed for budget support programmes. This represents 

6.3%) of the total amount of global commitments. 

General budget support (GBS) was approved in 6 countries (Mali, Mauritius, Togo, 

Saint-Pierre and Miquelon, Lesotho and Jamaica). The total amount of GBS is 

€94.26 million - 2.87% of total commitments. 

Sectoral budget support (SBS) was approved in 6 countries (Mozambique, Saint-

Helena, New Caledonia, Western Samoa, Benin and Aruba). The total amount of SBS 

is €112.83 million - 3.43%) of total commitment. 

: All data concerning 2011 are extracted from the ROM Workbook provided by the ROM contractor 



Table 6: New budget support commitments, 2011(€ million) 

Type of programme 

General budget support 

Sector budget support 

Total 

Commitments 

2010 

398 

276 

674 

2011 

94 

113 

207 

% change 

-76% 

-59% 

-69% 

The reduction in the level of new budget support commitments is explained by the 
fact that most of the pluri-annual budget support programmes have already been 
committed during the preceding years. In October 2011, the Commission presented a 
Communication on Budget Support13, drawing inter alia on the results of the 2010 
Green Paper consultation and previous reports from the Court of Auditors. 

The Communication proposed that budget support should continue to be an important 
instrument of EU development cooperation, but seeks to modernise the approach to 
respond to lessons learned and to the changing world. The new approach would 
reinforce budget support as a vector of change for: 

• promoting good governance, 

• supporting inclusive growth and sound macroeconomic and financial 
management, 

• improved service delivery, 

• state building in fragile states, 

• stronger domestic tax revenues. 
When there is trust and confidence that aid will be spent pursuing the fundamental 
values of human rights, democracy and the rule of law, "Good Governance and 
Development Contracts" can be provided. It also proposed "sector reform contracts" 
to support sector policies, reach the population and improve service delivery. In 
addition, it proposed that the EU use, on a case-by-case basis, "state-building 
contracts" in post-conflict and fragile situations to secure vital state functions and a 
transition towards development. 

It proposed that existing eligibility criteria and their assessment be strengthened, as 
well as the EU approach to assessing and managing risks. More emphasis on 
accountability and transparency would be accompanied by a new eligibility criterion 
on budget transparency and oversight. The Commission also stated that it would look 
carefully at efforts made to strengthen parliaments and civil society, and publish 
relevant information on budget support agreements and performance reviews. Finally, 
it called for a stronger more coordinated EU approach to maximise the impact of EU 
support. 

Pending the adoption of Council Conclusions on the Commission's communication, 
work has begun at services level on revising the Budget Support Guidelines to fully 

13 Council Conclusions on the Communications are expected at the Development Council on 14 May 2012. 



reflect the new policy, lessons learned and recommendations by the Court of 

Auditors. 

Evaluations of budget support were completed in Mali, Tunisia, and Zambia. These 

concluded that budget support is a useful and well established financing modality, 

with positive effects on macro-economic management and on public investment in the 

priority sectors. It contributes to improved accountability and transparency of 

budgeting processes and public expenditure. Budget support is a valid support for the 

implementation of reforms when governments and citizens are actively committed 

thereto. However, Budget Support is incapable of "buying" reform. Its contribution 

has helped the countries achieve significant outcomes in education and health. Budget 

support to growth and social policies has contributed to reducing income and 

non-income poverty, but rural poverty has not been tackled adequately. Expectations 

of short-term impacts on poverty reduction have been unrealistic. None of the three 

evaluations found evidence that the risks many associate with Budget Support, for 

example crowding out of domestic revenue and increased corruption, have 

materialised in practice. 

Implementation 

Evolution of commitments and payments 

As shown in the graph below, amounts paid in 2011 were slightly lower than 

commitments reaching a payment level of €2.941 billion thus confirming the trend 

that payments levels are getting closer to commitments levels. 

EDF commitments and payments (1991-2011) { gross amounte -nominal values) 

6,000 

4,000 

2,000 - Ц 

1993 1994 1995 1996 1997 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

-DECISIONS 1,84; 2,68E 1,8741,536 784 2,6062,9564,006 1,927 2,12i 3,76£2,6483,511 3,4063,6364,843 3,502 2,6623,27i 

-PAYMENTS 1,44: 1,866 1,7581,50E 1,3831,59^1,35; 1,640 1,77£ 1,9222,3452,464 2,544 2,8282,9263,213 3,1233,321 2,941 

During 2011, 43% of the payments made were made within 30 days after receiving 

the invoices, below the 50% objective for 2011. The efforts deployed in previous 

years to accelerate implementation continue to deliver good results. 

Table 7: Average no. of years taken to implement projects (ratio of RAL to annual payments) 

2005 2006 2007 2008 2009 2010 2011 

4,1 3,6 3,6 3,8 4,0 3,7 3,95 

10 



Keeping the Reste è Liquider (RAL) stable, focusing efforts on the implementation of 
old and dormant commitments 

Keeping the RAL under control 

Unspent commitments (or "RAL", for "reste à liquider") must be disbursed in line 
with the rules of sound financial management. The Commission monitors overall 
RAL closely. 

During 2011, RAL slightly increased from €11.445 million to €11.619. The increase 
in RAL in comparison to 1 January 2011 can be detailed as follows: 

Stock of RAL ( 1 January 2011) 

plus new global commitments in 2011 

Balance (recovery orders -de-commitments) 

Less payments in 2011 

Stock of RAL on 31 December 2011 

11.445 

3.279 

-164 

-2.941 

11.619 

Focusing on implementation of "old" and "dormant" commitments 

Within the approach to keep overall RAL under control, the Commission carefully 
monitors old and dormant RAL (as defined below), with the following evolution 
in 2011. 

Table 8: Evolution of old and dormant RAL, 2010-11 

Indicator 

Name 

Old 

RAL 

Dormant 
RAL 

Definition 

Funds 
committed 
>5 years ago, 
still unspent 

Funds 
committed 
but neither 
contracted 
nor spent in 
>2 years 

Balance (€m) 

End 2010 

959 

394 

Additional old 
RAL 1.1.2011 

713 

Total 

1.672 

394 

31.12.11 

Target 

1.034 

240 

Actual 

1.135 

262 

Old + dormant RAL equalled €1,397 billion at the end of 2011, compared to 
€1,353 billion at the end of 2010. 

While there is a decrease in dormant RAL, the old RAL has increased. DEVCO will 
continue to pay close attention in 2012 to the need to liquidate or close old and 
dormant commitments. 

11 



Annexes 1 and 3, present a detailed breakdown of the evolution of unspent funds 
since 2007 and totals for de-commitments and recovery orders, and gross and net 
commitments and payments during 2011 respectively. 

Respect of the "D+3" rule 

Percentage remaining to be contracted of Financing Agreements submitted to 
the "D+3" rale: 

% remaining to be contracted on: 

2008 commitments 

2009 commitments 

2010 commitments 

2011 commitments 

2011 targets 

5% 

24% 

43% 

76% 

Situation at 31.12.2011 

2% 

39% 

60% 

91% 

Stabex 

The table above reflects the EDF situation regarding the "D+3" rule (individual legal 
commitments must be concluded no later than three years from the date of the 
corresponding signature of the financial agreement by the Commission). Efforts will 
be pursued in 2012 to further approach the target. 

14 

In 2011, the Commission continued to follow-up the implementation of the remaining 
funds of Stabex. As of 31st December 2011, the Stabex situation in the Commission 
accounts was as follows13: 

Cumulative 

Transfer 
decisions 

548,380,129.40 

Contracted 

545,267,457.28 

Paid 

536,619,450.5216 

These figures do not include the Stabex funds which have been transferred from 
Commission's bank accounts to beneficiary Governments' bank accounts. 

Closure of Stabex accounts: the 31st of December 2010 was the end date for phasing 
out operational implementation for Stabex funds in all ACP countries, with a few 
exceptions (for instance Sudan and Mauritania) where specific derogations have been 
granted. 

Where all operations are completed and Stabex balances remain, Delegations are 
requested to initiate the transfer of Stabex funds to the 10th EDF NIP. In 2011, a total 
amount of €31.6 million was de-committed from Stabex funds and transferred to the 
10th EDF (from Cameroon, Dominica, Ghana, Jamaica, Kenya, Lesotho, Uganda, St. 

14 Stabex was a financial instrument created by the Lomé Convention (Articles 186-212) intended to offset 
instability in ACP states' export earnings. The Cotonou Agreement replaced Stabex with a new instrument, 
Flex. 

13 These figures take into account the Stabex balance as of 31st December 2011, but do not include the Stabex 
funding decisions which had been closed at 31/12/2011. 

16 Signed Frameworks of Mutual Obligations (FMOs). 

12 



Lucie, Togo). These funds will have to be committed by the end of 2013, at the latest, 
in accordance with the 10th EDF sunset clause. 

Annex 6 details the Stabex Commission-held bank accounts per country. 

RESPECT OF THE PRINCIPLES OF SOUND FINANCIAL MANAGEMENT: ENSURE AN 
EFFECTIVE CONTROL ENVIRONMENT AND ACCOUNTABILITY17 

Closely monitoring transactions, using samples 
DEVCO's control activities are based on the Financial Regulations applicable to the 
Budget and to the EDF. The aim is to have a balanced control system which makes it 
possible to achieve the objectives with regard to legality, regularity and sound 
financial management. 

The primary assurance mechanism over legality and regularity is represented by the 
controls carried out on every transaction before it is authorised. Ex ante controls are 
important to prevent errors and avoid the need for ex-post corrective actions and they 
cover both the financial and operational aspects of transactions. This primary control 
mechanism is completed by ex-post controls as well as by additional audits. As 
regards the ex post controls, the target is to carry out those controls on 1% of 
DEVCO's transactions (payments, recoveries and clearing of pre-financings, for EDF 
and Budget altogether), although with minimum thresholds for the absolute number of 
transactions per Delegation and/or per quarter to be checked. Each transaction is 
studied with a view to detecting systemic problems in terms of encoding and 
procedures and to detect and correct any financial anomalies which might lead to too 
much or too little being paid, recovered or cleared. 

For the EDF in 2011, the number of transactions verified by the ex-post control team 
stood at 107, accounting for 1.11% out of a total population of 9.586 transactions. In 
terms of value, the selected sample amounted to €123,417,783 (i.e. 3.76% of the total 
payments in value). 

Table 9: Ex post control of transactions (EDF) in 2011 -
status, March. 2009 

Total transactions 
- controls completed 
(transactions Jan-Dec 11) 

No. of 
transactions 

9,586 

107 

% of total 
transactions 

100% 

1.11% 

Of these 107 transactions, 28 did not show any error and the other 79 transactions 
showed one or several errors (135 errors in total). The main errors with a potential 
financial impact are the following: 
- . When the exchange rate reported by the Beneficiary, for a transaction, in the 

financial report is not correct and, according to the Commission's calculations and 
the elements available in the file, the error is against the Commission. Following ex 
post control, further investigations are initiated by the Delegation on this issue 
(contract included in audit plan) as well as on significant budget variations detected 
during work. 

17 Considering the reorganisation of DEVCO in June 2011, data in this paragraph relate to the QSG of the ACP 
Directorate for the period January-June and for the Sub-Saharan Africa Directorate for June-December. 

13 



An overpayment in favour of the beneficiary following the price revision 
calculation. When the Delegation spots the mistake, it balances the overpayment 
when the next invoice related to the contract will be submitted. 
When, in one case, according to the signed contract (Art. 7.2.5 of the Special 
Conditions), a financial bank guarantee was required following the model provided 
by Annex VII of the contract (pre-financing exceeding the threshold of €1 million 
must be anticipatorily covered by a bank guarantee up to the total amount pre-
financed), but no bank guarantees were provided by the Beneficiary to the 
Commission's knowledge, even though required to cover the open balance not yet 
cleared. 

The other main errors detected, with no financial impact, concerned the presentation of 
the accounts. Note that in three cases the amounts pre-fmanced by the EDF, which were 
to be cleared according to the rules in force, were not properly calculated and by 
consequence produced a reduced clearing. The calculation error is in favour of the 
Commission. 

Other errors noticed either related to the period of reporting, five cases in which the 
reports covered different periods versus the contractual action periods, or are for 
example: encoding errors, incomplete checklists and routing slips, late encoding of 
invoices. The follow up of answers received from Delegations is ongoing. 

In addition, the Commission: 

» Carried out one audit training mission in Gabon; 

» Implemented five verification missions to Djibouti, Cape Verde, Democratic 
Republic of the Congo, Ethiopia and Guyana (including Suriname and Trinidad and 
Tobago). Those missions are either decided by the Directorate General in the 
framework of the de-concentration process, or performed because the Delegations 
were not visited during the last four years. 

Annual Audit Plans 

The Directorate Audit Plan, established following a risk assessment, is implemented 
under the responsibility of the services concerned, at Headquarters and in Delegations. 
It aims at providing a second layer of assurance, complementary to the one provided by 
the mandatory audits, also included in the Annual Audit Plan (AAP). Audits are 
therefore completely integrated into the whole project management cycle. The annual 
audit plan for 2011 foresaw 27 audits . During the year 2011, 9 audits have been added 
to the initial AAP. 
In2011DEVCO: 

- Issued 16 terms of Reference and calls for tender for the Annual Audit Plan 2011 ; 
- Abandoned in coordination with the operational units, 4 audits of the AAP 2011 ; 
- Received 12 final reports for the AAP 2010; 
- is waiting for 3 final reports for which the draft report has already been received in 

2011 (AAP 2010); 
- Received 4 final reports from the AAP 2011 ; 
- is waiting for 6 final reports for which field work has started or ended, or draft report 
has been received in the second part of 2011 (AAP 2011). 

' Audits for which Headquarters are responsible. 
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The Annual Audit Plan for 2011 (Delegations included) has been drawn up according 
to the operational guidelines established by the External Audit Network and approved 
by DEVCO management in July 2005 and updated in September 2010, as well as 
according to the updated audit plan methodology in July 2011. The number of audits 
in the AAP 2011 is slightly increased compared to the previous AAPs. It should be 
notd that audits cannot anymore be carried over from one AAP to another. 
Furthermore, a change in methodology now includes the possibility to group several 
audits in one. 

In the second half of 2011, DEVCO carried out a quality review of the results of the 
audits, which is not yet ready at the stage of finalising this report, but is to be 
provided to the audit institutions. 

Following up of the IAS (Internal Audit Service) and IAC (Internal Audit 
Capability) recommendations -
DEVCO ensures a close follow up of the recommendations stemming from various IAS 
audits. These audits generally cover the financial management of both the EU Budget 
and the EDF. A detailed report on the follow-up of the IAS recommendations was 
provided by DEVCO in February 201219. 

Annex 9(a) outlines the follow-up of the very important recommendations of these 
audits. 

Likewise, DEVCO follows up on the recommendations of various audits carried out by 
the IAC, which also cover the management of both the EU Budget and the EDF. 
Although most of the recommendations do not address the EDF directly, the 
improvements recommended also concern the EDF financial and control environment. 

Annex 9(b) provides an overview of the very important IAC recommendations and their 
follow-up in 2011. 

Risk Management: Human resource constraints as a risk for DEVCO 
On 1 January 2011, as a result of the transfer of parts of the former DG DEV into the 
newly created European External Action Service (EEAS), the remaining parts of the 
former DG DEV were merged with the former DG AIDCO to create DG DEVCO. In 
June, this DG underwent a reorganisation, to maximise synergies (with corresponding 
staff reductions) and adapt its structure to its enlarged mandate (mainly related to 
development policy making and to management of staff in Delegations). 
With respect to headquarters, the main consequence of the reorganisation in terms of 
human resources is that the management of the EDF is now spread over five different 
directorates (Sub-Saharan Africa, Asia, Latin America, Growth and Sustainable 
Development, and Resources). While on the one hand it increases the geographical 
coherence of policies, on the other hand it increases the need for coordination between 
directorates, with a direct impact on workload. In the Delegations there are now both 
EEAS staff and, the majority, Commission staff. With the dissolution of the former 
"external service", Commission staff in Delegations have been assigned to their home 
DGs - in the case of DG DEVCO, to geographical directorates. The number of human 
resources available to manage the EDF has remained relatively stable in recent years, 
despite a continuous increase in the volume of funds managed. With the envisaged 5% 
cut in staffing, new rationalisation measures and staff reassignment may prove 
necessary. At Headquarters, the rate of contractual agents is very high (more than 50% 

19 EuropeAid Status Report on recommendations of IAS and IAC - as of 31/12/201. 
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in certain units) which implies a high turnover of staff for the heavy workload DEVCO 
is dealing with. A few recruitments of officials in 2011 were affected by the fulfilment 
of EUR 12 / EUR 2 quotas. Although many Delegations have noted a slight 
improvement in human resources in 2011, the situation remains worrisome in several 
Delegations (particularly, but not only, in new Delegations and Delegations in fragile 
states) due to a lack of qualified agents, high vacancy rates and long recruitment 
processes both for contract agents and officials, particularly in the light of new duties 
following the entry into force of the Lisbon Treaty. In January 2011, 82% of 
Delegations mentioned human resources constraints (lack of qualified staff, insufficient 
staffing or posts being vacant for long periods) as having heavy consequences in terms 
of the efficiency of aid implementation. An on-going workload assessment exercise 
should address some related issues. 
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ANNEXES 

Annex 1: Evolution of unspent EDF commitments ("RAL") - 2007 - 11 (Cmillion) 

Type of 

Status 

> 5 years old 

Inactive for 

> 2 years 

> 5 years old 

&/or 

inactive for 

> 2 years 

unspent commitment 

(or "RAL") 

Known as 

"old RAL" 

"Dormant RAL" 

"old &/or dormant RAL" 

Measure 

Total old 

commitments 

(€m) 

yearly evolution 

Dormant 

commitments 
(€m) (1) 

шш 
yearly evolution 

Normal RAL 

рншшш^мтюз^шшм&шщ! 

Year 

2007 

31/12 

903 

-40% 

100 

¡ii 1 
-41% 

9,576 

lilfi 

2008 

01/01 

1,363 

86 

lili 

«ш 

31/12 

911 

-33% 

82 

ι, 
-31% 

11,161 

i l l i 

2009 

01/01 

1,453 

82 

ŕ;;;:::t;-;;i;;íi:í! ; 

lili 
Я11И1 

¡11 

31/12 

1,001 

-31% 

216 

UU 

-21% 

11.273 

ни 

2010 

01/01 

1,351 

372 

II 

lillilt 

31/12 

959 

10% 

394 

HUI 

-22% 

10,092 

IUI 

2011 

01/01 

1,672 

394 

¡se 

111 

31/12 

target 

1,034 

240 

till 

ïlllïï 

executed 

1,035 

-32% 

262 

11 
34% | 

10,262 j 

lililí | 
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Annex 2: EDF general budget support (GBS) and sector budget support (SBS) global 
commitments, 2011 (€ million) 

| Country 

Aruba 

Benin 

Jamaica 

Lesotho 

| Mali 

Mauritius 

Mozambique 

Nouvelle Caledonia 

St. Helena 

Togo 

Samoa 

Saint-Pierre 

Grand Total 

SBS 

8.80 

45.00 

20.00 

19.81 

16.63 

2.58 

112.82 

GBS 

7.00 

45.65 

3.37 

10.00 

7.50 

20.74 

94.26 
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Annex 3: EDF 2011 net commitments and payments, 2011 (€ million) 

Global 
commitments 

Individual 
commitments20 

Payments 

New global commitments (gross) 
De-commitments 
Net global commitments 
New contracts (gross) 
Contracts decommitted/cancelled 
Net individual commitments 
New payments (gross) 
Recoveries received 
Net payments 

3.278 
230 

3.048 
2.839 

330 
2.508 
2.941 

67 
2.874 

Annexe 4; Monitoring in 2011 

In 2011, 252 on-going national projects and 22 on-going regional programmes representing a 
total EDF commitment of more than €2.6 billion were reviewed by independent experts in 75 
countries (no missions could be organized to Haiti, Ivory Coast and Equatorial Guinea). 
Additionally, 25 national and 7 regional closed projects which had benefitted of a total 
contribution of €210 million were also assessed (expost ROM). 

ROM of NATIONAL OH-GOING projects 

According to the ROM methodology, projects are classified in four performance categories: 
(I) very good, (II) good performance, (III) performing with problems and (IV) not performing 
serious deficiencies. 
Overall analysis of 2011 results reveals that 66.7% of national on-going projects assessed 
perform very good or good, 22.6% of reviewed projects present problems and 10.7%) 
encounter major difficulties. 

1 Figures reported are budgetary commitments made. 
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Performance category {% of projects in each category) for 
NATIONAL projects ОМвСШС 

! 

Very good 
performance 

il 

Good performance 

III 

Performing with 
Problems 

IV 

Not performing, major 
cfrfficylties 

Projects are also measured according to their frequency and percentage of ratings (a, b, c, d) 
in the 5 DAC evaluation criteria, with (a) and (b) considered the best rates. 

80.2% of assessed projects received very good and good ratings in relation to their relevance 
and design. Some constraints persist in terms of efficiency (as 40.5% of projects reviewed 
face problems in terms of input used and implementation of activities), in regards to 
effectiveness (with 42.5% experimenting some difficulties in delivering results) and 
sustainability (43.6% with problems). However, despite this, the potential impact remains 
very good or good for almost 72.6% of projects. 
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NATIONAL projects ONGOING - Grades by evaluation criteria 

aSerious deficiencies (d) 

GProWems{c) 

■ GoeJ (b) 

sVery good (a) 

ROM of NATIONAL CLOSED PROJECTS (EX-POST ROM) 

Half of the 25 closed operations assessed at national level have been included in Category II 

(meaning good performance) by the external contractor in charge of ROM. Only 3 projects 

(12% of the total ex-post population) revealed the presence of major difficulties. 

Performance category (% of projects in each category) for 
NÄTTONÄL projects EX-POST 

Very good 
performance 

Goal performance Performing with 
Problems 

Noî performing, major 
difficulties 
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In terms of impact and sustainability, which are the main criteria addressed by ex post ROM, 

the percentage of very good and good scores are 64% for the former but only 36% for the 

latter. 

iÄTIÖNÄL projects EX-POST - Grades by evalyation criteria 

DSerious déficiences {d) 

aProbiems (c) 

■Good (b) 

aVeiygood (а) 

Annexe 5: Evaluations in 2011 

The Evaluation Programme for 2011 is the fifth annual programme under the indicative multi-

annual Evaluation Programme for the period 2007-2013. 

Three geographic evaluations were completed in 2011: the Dominican Republic, Overseas 

Countries and Territories, and Malawi. 

At the end of 2011, geographical evaluations were ongoing in Burundi (joint with six EU 

Member States), the Caribbean region, Congo (Brazzaville), Djibouti, Ethiopia, Jamaica and 

Zambia. 

Three thematic evaluations were completed: Conflict prevention and peace-building, justice 

and security system reform, and employment and social inclusion. 

At the end of 2011, seven thematic evaluations were ongoing: agricultural commodities in 

ACP countries, health, human rights and fundamental freedoms, integrated border 

management, private sector development, support for the decentralisation process and trade-

related assistance. 

On the aid modalities: 

A pilot evaluation on budget support in Mali was completed in 2011. The methodological 

approach will be refined at the beginning of 2012 to take into account the lessons learned 

from pilot studies. This refined approach should be applied from 2012. 

A joint evaluation of budget support in Tanzania, led by the Evaluation Unit, has been 

launched in 2011. 
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• 

The "Fiche Contradictoire" is a document following the use of evaluation recommendations. 
It is completed by the services in charge of implementing them. It presents i) the main 
recommendations; ii) the actions taken; and iii) the follow-up of these actions one year later. 
Every "Fiche Contradictoire" is available on the Evaluation Unit website. 
A large majority of the recommendations are accepted and implemented by the services 
concerned. 

Synthesis of main lessons learned 

In terms οι relevance and design, the EU interventions address the needs of the partner 
countries and their population and are consistent with EU goals. 
The efficiency of EU interventions could be improved by more flexible administrative 
procedures and ensuring a better monitoring of interventions. On the other hand, 
improving the mix of aid modalities (budget support, budget lines, twinning ...) 
enhanced the efficiency at a strategic level. 

Budget Support has provided an effective support to the implementation of public 
financial management and other reforms where government were committed thereto, 
but they cannot be used as a tool to "buy" reforms. 

Being generally effective, the EU interventions generate positive impact as concluded 
in most of the reports, although the spread of our funds over too many areas may limit 
it. The Commission should concentrate EU funding in the areas where its added-value 
is most likely to materialise. 

The impact of EU interventions would be strengthened by enhancing the consistency 
of strategies and programmes (1) with other donors through joint programming and 
clear division of labour; (2) with EU Member States through common strategies on 
sensitive issues (human rights, governance, ...); (3) internally, on a geographic level, 
by ensuring a better linkage between regional and national programming and on a 
sector level by looking for synergies between the different sectors. 

Sustainability of EU projects and programmes needs to be better monitored, as in 
many countries the ownership by the partner country is not always demonstrated. 
Budget support appears to be more successful on this aspect. 

21 http://ec.europa.eu/europeaid/how/evaluation/evaluation_reports/mdex_en.htm. 
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Annex 6: Stabex Commission-held bank accounts per country as at end 2011 (in €) 

Country 

Benin 
Burkina Faso 
Comoros 
Cote d'Ivoire 
Ethiopia 
Malawi 
Uganda 
Salomon 
Senegal 
St. Vincent and the Grenadines 
Togo 
Grand Total 

Balance on 
Commission's 
Stabex Bank 
Account 

52,900.40 
12,363.02 
6,486.49 

1,669,118.72 
439,594.11 

1,035,931.21 
254,080.62 

1,775.96 
900,988.27 
237,256.90 
294,610.31 

4,960,106.01 | 

Most of these accounts are planned for closure in 2012. 

Annex 7: Co-ordinate and harmonise operations with other donors and other 
Commission-managed EÜ financing instniment 

Donor co-ordination through division of labour continues to be an essential instrument for 
delivering aid efficiently. Therefore also in 2011 the Commission continued to co-operate 
closely with other donors in ACP countries, especially with Member States. 

The commitments of the High Level Forums on aid effectiveness, in Paris and Accra, 
have been confirmed in Busan, in November 2011. The Commission has played a leading role 
in Busan, where effectiveness principles have been enlarged from effective aid to cooperation 
for effective development. This is reflected in the Commission's proposals to update EU 
development policy, the "Agenda for Change"22, key elements of which are 1) differentiated 
development partnerships, 2) coordinated EU actions, and 3) improved coherence among EU 
policies. 
In terms of donor coordination, the most important proposal made in the Agenda for Change is 
Joint Programming of by EU and Member States' aid. The aim is for a simplified and faster 
programming process, led at partner country level. During 2011, although the context 
continues to vary from country to country, the Fast Track Initiative (FTI) on Division of 
Labour has laid the basis for this joint programming exercise; many ACP countries are part of 
the FTI initiative. An important element of joint programming is the synchronisation of donors' 
cycles with those of partner countries, which is a long-standing wish from partner countries. 

These and other efforts by the European Commission and EU Member States show that 
increasing the impact of aid is work in progress, and will be continued. 

Council Conclusions on the Communications are expected at the Development Council on 14 May 2012. 
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Coordination with other Commission-managed EU financing instruments: 

EDF interventions take place in ACP countries, alongside other interventions financed under 
the Budget, namely the Development Cooperation Instrument (DCI). Coordination is ensured 
between these different financing instruments, in order to enhance aid efficiency and 
complementarity. 

At country level, on top of new funds under the 10th EDF mentioned above, the EU continued 
the identification and adoption of new projects and programmes financed from the EU Budget. 
Coherence between the two instruments is sought when drafting the CSP/NIP for the EDF and 
the MIPS (Multiannual Indicative Programmes) 2007- 2010 (and 2011-2013) for sugar. 
Notably €196.921 million benefiting 13 countries (Barbados, Belize, Congo, Fiji, Guyana, 
Ivory Coast, Jamaica, Kenya, Mauritius, Saint Kitts and Nevis, Swaziland, Trinidad & Tobago 
and Zimbabwe) were committed in the framework of the Accompanying Measures for Sugar 
Protocol Countries. 

Annex 8: EDF contribtitions to the UN and World Bank Group, 2011 (€ million) 

Į Organisations 

FAO 
IF AD 
ILO - OIT 
ITC - ILO 
OHCHR 
UNDP-PNUD 
ITU 
UNCTAD 
UN ECLAC C 
UNEP PNUE 
UNESCO 
UNESCO-IHE 
UNFPAFNUA 
UN-HABITAT 
UNHCR-HCR 
UNICEF 
UNIDO ONUD 
UNIFEM 
UNODC 
UNO ONU 
UNOPS 

UNRWA 

WFP PAM 
WHO OMS 

Food and Agricultural Organisation of the United Nations 
International Fund for Agricultural Development 
International Labour Organisation 
International Trade Center Unctad / WTO 
United Nations High Commissioner for Human Rights 
United Nations Development Programme 
International Telecommunication Union 
United Nations Conference on Trade and Development 

United Nations Environment Programme 
United Nations Educational Scientific and Cultural Organization 
Unesco-IHE Institute for Water Education 
United Nations Population Fund 
United Nations Human Settlements Programme 
United Nations High Commissioner for Refugees 
United Nations Children's Fund 
United Nations Industrial Development Organisation 
United Nations Development Fund for Women. 
United Nations Office on Drugs and Crime 
United Nations Organisation 
United Nations Office For Project Services 
United-Nations relief and Works Agency for Palestine Refugees 
in the Near East 
World Food Programme 
World Health Organisation 

TOTAL UNITED NATIONS | 
WB World Bank | 

TOTAL INTERNATIONAL ORGANISATIONS 

Contributions (€ mio) 
2009 

14.59 

0.55 

84.56 

2.1 

2.36 

104.16 
272.4 
376.56 

2010 
21.90 

9.32 

90.60 

0.10 
0.05 

24.60 
4.87 

2.00 
14.28 

24.14 

191.86 
87.4 
279.26 

2011 
21.40 

14.00 
1.05 

7.67 

5.53 

37.35 
1.60 

4.60 
0.57 
5.50 

3.77 
20.00 
123.04 | 

123.04 

In 2011, the decision to conclude Delegation Agreements (funds made available by the 
Commission to Member States or their agencies to manage implementation on their behalf) 
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was taken by the Commission for a total indicative amount of €98 millioii23[l] for Benin, 
Burkina-Faso, Congo, Haiti, Liberia, Mozambique, Niger, South Africa and the SADC 
region. Cooperating agencies were the German Organisation for Technical Cooperation 
(GIZ), the Danish International Development Agency (DANIDA), the UK Department for 
International Development (DFID), the Agence Française de Développement (AFD), the 
Belgian Development Agency (BTC), the Agence Luxembourgeoise pour la Coopération au 
Développement (LUX-DEV), the Foundation for the Development of the Netherlands Antilles 
(SONA), and the Development Bank of Southern Africa (DBSA). Oyer the same period, the 
decision to conclude Transfer Agreements (aid received by the Commission from Member 
States or their agencies) represent an indicative amount of €9 million for projects in Angola, 
Haiti, the Democratic Republic of Congo, Lesotho and South Sudan with the Polish, German, 
Spanish and Australian agencies. 

23 Some decisions are still pending and will depend on the outcome of further legal check. 
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Annex 9(a): Follow-up of the IAS main recommendations 24 

Ĵ iS" Audits finalised before 
1/1/2011 

Main Recommendations 
closed at 31/12/2011 

Main recommendations still 
open at 

31/12/2011 

Audit on FAFA: 

Rec. 1 Ex ante controls on the 
contract agreements 

Rec. 2 Ex ante controls on 
the payment 

Rec.3 -Nature of verification 

Reel and 2- DEVCO has 
developed training material 
for Commission services (and 
for the UN). Training 
sessions at HQ and at 
Delegations have already 
taken place, whereas ex-post 
controls/verifications will 
check how these principles 
are effectively implemented. 
The 8th FAFA Working 
Group also endorsed 
Reporting Guidelines for a 
trial period of a year which 
will be reviewed at the 2012 
Working Group. Finally, a 
note was sent on 11th May 
2011 to all IO coordinators 
requesting information on 
how eligibility is checked, 
before contract signature or 
when making a payment. The 
replies received indicate that 
such checks take place. 

Rec. 3- As required by the 
recommendation, DEVCO 
established new Terms of 
Reference for verification 
missions and has addressed 
the accounting practices and 
costing of the UN and in 
particular the use of FAFA 
Article 3 and 4 with a number 
of actions. Those actions 
include for example the four 
pillar review (for which 
standard Tor were 
established) that aims to 
assess whether the 
accounting practices of the 

This table only presents "very important" recommendations 

Commission européenne/Europese Commissie, 1049 Bruxelles/Brussel, BELGIQUE/BELGIË - Tel. +32 22991111 



UN agency are compliant 
with international accepted 
standards and the 
establishment of a FAFA 
Working Group. This group 
worked extensively on the 
Frequently Asked Questions 
to address matters related to 
eligible, direct and indirect 
costs. Moreover, in relation 
to the specific example of 
eligibility' of UNICEF's 
'backstopping' costs, 
comprehensive data has been 
compiled to analyse and 
verify the eligibility of these 
costs by both ECHO and 
DEVCO. 

Audit on Directorate D: 

Rec. 1- CRIS should be 
complemented by a project 
management module and 
related reporting 

Rec. 2- Guidance for on-the-
spot missions and 
Project/Programme 
Implementation Report" in 
CRIS adapted for 
Delegations and updated by 
Delegations on a regular 
basis 

Audit on 
Programmes: 

regional 

Rec.3 - Regional Project 
Implementation. Identify in 
the (existing) Management 
reporting (EDF & EU 
Budget) regional projects 
and related key indicators 
and exceptions. Associated 
risks should be reported. 

Deadline: from 30/06/2009 to 

Rec. 11- The improvement of 
the Implementation R.eport of 
the module Actions/ Projects 
was put in production on 18 
November 2011, allowing the 
Delegations to update their 
follow up project reports 
every six months. 

For the particular cases 
concerning commitments of 
type EN (contracts), the 
project "Decision -type S", 
which was put in production 
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Rec, 3- The remaining action 
to implement these two 
recommendations concerns 
the implementation of a 
complementary project, 
refining the information on 
the geographical coverage of 
the Project. The revised 
deadline is end of 2012. 



31/12/2012 

Rec- IL CRIS 
functionality/consistency of 
data. Further enhance 
application controls and 
quality input of key data in 
CRIS related to the Regional 
Projects (closing date of the 
contract and sum of total 
invoice). 

on 14 October 2011 will 
allow to link these contracts 
to a pseudo-decision and a 
project. As a result, it will 
allow easier access to the 
follow-up report on the 
project. 

Audit on Directorate : 

Rec. 3- CRIS should he 
complemented by a project 
management module and 
related reporting. 
Meanwhile HQ should 
provide guidance on project 
management for Delegations 

Rec. 4- Guidance for on-the-
spot missions and 
Project/Programme 
Implementation Report" in 
CRIS adapted for 
Delegations and updated by 
Delegations on a regular 
basis 

Rec. 3 and 4- The 
recommendations 3 and 4 of 
Dir В and 1 and 2 on Dir D 
are the same. They are 
considered as implemented 
taking into account the 
dissemination of a number of 
instruments now available for 
Delegations. Guidelines on 
project Managements like the 
'Strengthening Project 
Internal Monitoring' 
guidelines and the 
Additional Guidelines for 
on-the-spot Missions were 
disseminated in 2007 and 
2009. In 2010 DEVCO 
elaborated the Financial 
Management Toolkit. 
Moreover, at HQ levels tools 
to support Delegations in the 
follow up of projects were 
developed. These tools 
available to Delegations 
include: 

- Data warehouse report 
(PMM) showing in graphic 
form the key CRIS data on 
projects together with 
contract timelines 

- Monitoring and Evaluation 
Planning Tool providing 
more specialised project 
management and monitoring 
tools 

Project Management 
Implementation 
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Window/Report; 

External Assistance 
Management Report (EAMR) 

Audit on Directorate A 

Rec. 1 - Internal project 
monitoring 

Rec.2- AAP and Audits 
managed by beneficiaries 

Deadline: from 31/07/2010 to 
30/06/2012 

Rec. 1- An indicator related 
to on-the-spot missions has 
been added to the new format 
of the EAMR with a view to 
facilitating the monitoring of 
this aspect (Key performance 
indicator # 15: % of projects 
visited). The EAMR also 
provides space for 
mentioning major outcomes 
and issues which need a 
follow-up. Geo-coordinators, 
during their missions to 
Delegations have followed up 
on the use of the guidelines 
(which are already available 
since 2009) on project 
monitoring including the 
adequacy of on-the-spot 
missions. 

In a Note to Heads of 
Delegation of 25 November 
2011 (ARES 1272181), 
Delegations were reminded 
on the guidelines on project 
monitoring and on-the-spot 
missions and that they should 
be better implemented. 
Delegations were requested 
to present annual plans for 
field visits where the 
selection of projects is based 
on formal risk analysis 
carried oat jointly by the 
Operations and Finance & 
Contracts sections. 

At a central level, DEVCO is 
in the process of 
consolidating all monitoring 
guidelines and these will be 
circulated to Delegations 
when ready. 

Rec. 2- Concerning 
recommendation n0 2, CRIS 
was recently further 
developed, linking the CRIS 
Audit module to the modules 
Recovery Order and Forecast 
of Revenues with a view to 
have a trail of 
recommendations with a 
financial implication. The 
Guidelines of CRIS Audit 
module were updated 
accordingly. 

In addition, the Guidelines 
for Audit Task Managers will 
be updated, more clearly 
identifying the Audit Task 
Manager as responsible for 
the follow up of the findings. 
The revised deadline is 
31/06/2012. 
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Audit on Thematic budget 
lines 

Reel - Analyse the sub-
delegation and reporting 
chains for Thematic Budget 
Lines and ensure that the 
AOD is able to obtain a 
consolidated overview, 
supporting his assurance 
declaration 

Rec. 2 - Assess the adequacy 
of the overall control 
strategy set up by DG 
AIDCO, as applied to 
Thematic Budget Lines. 
Define and implement more 
relevant controls, with 
indicators of results, and 
ensure adequate follow-up 
and reporting 

Rec.3 -Analyse adequacy of 
staffing levels 

Rec. 7-Optimise the local 
Call for Proposals process 
and reinforce the 
supervision of its 
implementation 

Rec. 1- The recommendation 
has been implemented 
through the revision of the 
Subdelegation chain and a 
creation of a system of 
reporting from the 
geographic to the thematic 
directors. Moreover, DEVCO 
has put into place a series of 
indicators in the revised 
electronic EAMR, which 
should allow for stronger 
assurance to be drawn from 
this report. 

Rec. 2- This recommendation 
was implemented through 
different actions carried on 
by DEVCO in the framework 
of the control strategy. Some 
of them include the revision 
of the electronic EAMR 
through which DEVCO has 
put into place a series of 
indicators which relate 
specifically to the 
performance of the thematic 
budget lines. Thus, within the 
constraints of IT resources, it 
is becoming increasingly 
possible to disaggregate the 
data on these indicators to 
substantiate assurance for the 
thematic budget lines. 
Moreover, instruments to 
increase financial 
management capacity were 
developed ( the Financial 
Management Toolkit was 
elaborated and published 
online, a "Frequently asked 
question" section on the 
DEVCO internet site is 
available, an e-learning 
course on contractual and 
procedural matters destined 
for external stakeholders was 
designed and is available 
online since summer 2011) 

Most of the actions linked to 
the recommendations have 
been implemented. One 
remaining action depends on 
the development of 
PROSPECT, an online 
application system which will 
fully operational in the 
second half of 2012. 

Deadline: from 31/03/2012 to 
31/12/2012 
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Rec. 3: The recommendation 
has been implemented 
through the Workload 
Assessment of Delegations 
carried out in 2011 in the 
light of the revised 
Development Policy 
Communication "Increasing 
the impact of EU 
Development Policy: an 
Agenda for Change" 
(COM(2011)637) 

Audit on compliance with 
Payment Deadlines 

Red - Monitoring and 
Reporting on the Payment 
Process 

The originai deadline for 
implementation is 31/12/2012 

Rec.4 -Accuracy of 
Encoding of Data related to 
the Baseline Date 

The original deadline for 
implementation is 30/06/2012 

Rec.5 -Time to Encode 
Invoices 

The original deadline for 
implementation is 30/06/2012 

Rec.6-Management of 
Suspensions 

The original deadline for 
implementation is 31/12/2012 

Rec. 7- Payment Checklists 
for Operational and 
Financial Initiating and 
Verifying Agents 

Deadline: First update on 
30/06/2011, final update on 
30/06/2012 

Rec.8 - Awareness and 

Rec. 8- was implemented 
through the development of 
an advanced invoice training, 
and the inclusion of payment 
modules in CRIS courses. 
Concerning Recommendation 
n0 10, an identification 
system listing all current gaps 
between ABAC and CRIS 
has been set up, enabling a 
proper follow-up concerning 
all future developments. 

The implementation of the 
action plan is on schedule. 
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Training 

Rec. 10- Alignement CMS-
ABAC 

New IAS Audits 

IAS Audit on the financial 
management of programme 
estimates funded by EDF 
and EU Budget 

Main objective: To assess the 
compliance, effectiveness 
and efficiency of DG 
DEVCO's procedures and 
controls over Programme 
Estimates (PE) in order to 
ensure that they are in the 
context of a control strategy 
that is able to provide 
assurance to the Director 
General when signing off the 
Annual Activity Report 
(AAR). 

Audit opinion: The auditors 
issued the following 
opinion25 : "... we believe 
that the internal control 
system in place provides 
reasonable assurance 
regarding the achievement of 
the business objectives set up 
for the management of PE 
contracts, except for the 
following two "Very 
Important " observations: 

Observation 1 (VI): Respect 
of control layers set out by 
DG DEVCO: The IAS 
detected weaknesses in the 
following key control layers: 
i) ex-ante verification of 
procurement and grant 
awarding procedures, ii) ex-
ante verification of 
supporting documents before 
clearings and replenishments, 
iii) implementation reports, 
iv) project supervision, v) 
audits and/or expenditure 
verification by external 

The action plan was sent to 
the IAS on 17 March. 

The action plan contains 13 
recommendations : 
- 4 important and 5 very 
important recommendations 
have already been 
implemented; 

the remaining 
recommendations (1 very 
important and 2 important) 
still need to be implemented. 
Moreover, one important 
recommendation has become 
irrelevant since the draft 
strategy orientation has not 
been approved by the 
Commissioner. 

25 This is only a shortened version of the full audit opinion. 
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auditors, vi) filing and 
archiving and vii) training... 

Observation 2 (VI): PE guide 
application by users: The 
Practical Guide to procedures 
for PE sets out the 
functioning of the instrument. 
Although the IAS 
acknowledges that the guide 
is very useful, there is room 
for improvement and 
clarification in terms of 
mandatory nature of the 
guide, templates for PE 
contracts, rules on currencies, 
duration of PE contracts, pre
financing and closure... " 

IAS Audit on EDF Grants Main objective: To assess 
DG DEVCO's compliance 
with procedures and the 
effectiveness and efficiency 
of its controls on grants 
financed by the EDF in order 
to ensure that they support a 
control strategy that is able to 
provide assurance to the 
Director-General when 
signing off the Annual 
Activity Report 

Audit opinion: The internal 
auditors issued a qualified 
opinion that " Based on the 
results of our audit as 
described in the objectives 
and scope of the audit 
engagement, we believe that 
the internal control system in 
place provides reasonable 
assurances regarding the 
achievement of the business 
objectives set up for EDF 
grants except for the 
following " Very Important" 
issues: 

Reel - Decentralised Calls 
for Proposals 

Rec.2 - Centralised Calls for 

All the 10 recommendations 
(3 very important and 7 
important) were fully 
accepted. 

At 31/12/2011 the audit plan 
was not yet elaborated 
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Proposals 

Rec. 8 - Quality of CRIS Data 

Source: EuropeAid Status Report on recommendations of IAS and IAC -as of 31/12/2011 

Annex 9(b): FoIIow-цр of the main IAC recommendations 26 

IAC Audits finalised before 
1/1/2011 

Main Recommendations 
closed at 31/12/2011 

Main recommendations still 
open at 31/12/2011 

Audit on Procurement of 
Goods & Services: 

Rec. 9 - Monitor early 
amendments 

Rec. 9~ Concerning the 
central monitoring over a 
period of time of early first 
amendments to service 
contracts, a trial system has 
been set up by R8 for F WC. 
Additionally, R3, outside the 
FWC, is also revising the 
modalities for the selection 
and replacement of experts, 
which should largely solve 
the issue 

Audit on QSG: 

Rec.3 - Implement a 24 
month planning 

Deadline: from 31/05/2009 to 
31/06/2012 

Rec. 3- The oQSG module 
has been finalised is installed 
at DIGIT servers and ready to 
enter test pilot phase with 
users. The Pipeline module is 
under development and its 
finalisation is scheduled for 
the 1st half of 2012. The rest 
of the actions in the Action 
plan have been completed. 

Audit on HR in DEL 

Rec.l2 - Actors involved in 

Rec. 12- Concerning the 
actors involved in defining 
the pre-posting programme 
DEVCO 02 coordinates in 
cooperation with R7 pre-

Rec. 21- has been 
significantly delayed due to 
the fact that "the 
Management Committee for 
the External Service (CGSE)" 

This table only presents "very important" recommendations. 
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defining the pre-posting 
programme 

Reel5 - Starting training 
packages for contract agents 

Rec.21 - Mapping expertise: 
AIDCO should define a 
human resources inventory 
system to map its expertise in 
the Delegation network 
Deadline: from 31/12/2010 to 
31/12/2013 

posting with the EEAS for 
HoD. Other staff categories 
receive note from DEVCO 
R5 with contacts for training 
(R7) and the responsible 
Directorate. 

Rec. 15 is implemented 
taking into consideration that 
Unit R7 receives regularly 
information on new staff (ail 
categories) from HR Units 
and staff is invited to enrol 
for training courses 
accordingly. Moreover, e-
leaming offer has increased 
substantially with 79 modules 
now available. 

that dealt with the 
"harmonization of 
organisation charts", 
including the transfer of HR 
management in SYSPER2 
does not exist anymore. The 
Management tool for 
Commission Resources in 
Delegation is still under 
discussion between 
Commission and EEAS. 

Audit on aid implementation 
under crisis situations 

Rec.2 -Strengthening of 
monitoring and 
management of risks linked 
to the use of flexible 
procedures in crisis 
situations 

Rec. 5 - Revision of 
guidelines on flexible 
procedures linked to crisis 
situations 

Deadline: from 30/05/2011 to 
30/09/2011 

Rec.6-Improvement of 
training on the use of 
flexible procedures linked to 
crisis situations 

Deadline: from 30/05/2010 to 
30/06/2012 

Rec.2- The implementation 
of it has been realised 
through the update of the 
Guidelines on the contractual 
procedures to be used in 
cases of crisis situation which 
have been approved by on 
18th July -Ares(2011)789416 

Rec. 5- has been 
implemented through the 
revision of the Guidelines on 
the contractual procedures to 
be used in cases of crisis 
situation and the update of 
the PRAG in March 2011 
which took into account the 
recommendation. 

Rec. 6- the remaining action 
needed to complete the 
implementation of the 
recommendation concerns the 
preparation of a "Crisis 
package" to be forwarded to 
the Delegations once the 
crisis is declared setting out 
the consequences of the crisis 
declaration. The preparation 
of this "Crisis package" is 
ongoing. 

New IAC Audits 1/1/2011 
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Audit on the Resuit Oriented 
Monitoring (ROM) System 

Main objective: To assess the 
adequacy and effectiveness 
of the internal control on the 
management and 
implementation of the ROM 
system with a view to obtain 
reasonable assurance on the 
added value of this 
monitoring tool in the context 
of the monitoring of 
operations as a whole 

Audit opinion: The internal 
auditors issued a qualified 
opinion that "The internal 
control system in place 
provides reasonable 
assurance regarding the 
achievement of the business 
objectives set for DEVCO 
ROM system subject to the 
implementation of the 
following Very Important 
recommendations : 

Reel - Very Important: 
Projects selection process 

Rec.ll- Very Important: Use 
of ROM results by 
Delegations for project 
management 

Rec. 16 - Very Important: 
Overall performance 
statistical overview 

Rec. 17 - Very 
Lessons Learned 

Important: 

Rec. 18 - Very 
Important: Articulation with 
other monitoring and 
evaluation tools..." 

12 out of 19 
recommendations (5 very 
important, 13 important and 1 
desirable) were fully 
accepted, whereas the 
remaining 7 were only 
partially accepted; 

The action plan has been sent 
on 12 July 2011 to the 
Director General for his 
approval. 

Audit on Derogations, Other 
Exceptions and Prior 
Approvals 

Main objective: to assess the 
compliance of the services 
(Headquarters and 
Delegations) with the 

Out of the 15 
recommendations, 3 are very 
important, 8 are important 
and 4 desirable. 
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requirements defined by the 
Note of Instructions of 13 
May 2008 (Instruction 
relating to the derogation 
system for contractual 
procedures) and its successor 
the DE VC O Companion, and 
the new module of 
derogations in CMS of July 
2010 and its CRIS 
Derogations Manual as well 
as to assess the effectiveness 
of the tools developed by 
former unit AIDCO/G7 and 
current DEVCO/R3 
(Instructions and Guidance) 
for the granting of and 
reporting on derogations 

Audit opinion: The internal 
auditors issued a qualified 
opinion that "the internal 
control system in place 
provides reasonable 
assurance regarding the 
achievement of the business 
objectives set for DEVCO's 
Management and 
documentation processes 
related to Derogations Other 
exceptions and Prior 
Approvals subject to the 
implementation of the 
following Very Important 
recommendations " : 

Rec: 11-Very Important -
CRIS derogation module as 
Management tool for 
derogations; 

Rec: 12-Very Important -
Improvement of the quality 
of data in CRIS; Rec: 13-
Very important - Clean up of 
data in the CRIS derogation 
module. 

At 31/12/2011 the audit plan 
was not yet elaborated 

Source: EuropeAid Status Report on recommendations of IAS and IAC - as of 31/12/2011 
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Annex 10: Compliance assessments and indirect centralised management. 
In 2011, Directorate E launched a total of 2 follow-up missions on 4 pillars compliance 
assessments that were initiated in 2010. This was the case for the compliance assessment 
of the Global Fund to fight AIDS, Tuberculosis and Malaria (that was integrated in a 
Systems Audit in a separate section) and of one of the Rural and Agricultural 
Cooperation Technical Centre (CTA: Centre Technique de Coopération Agricole et 
rurale). 
In the context of the AUC institutional Assessment undertaken in 2010, a second follow 
up visit of the four pillars institutional assessment took place in March 2011, which 
mainly focused on the recommendation tracker issued after the first follow up visit in 
October 2010. 
In total in 2011 the Directorate E: 

• Issued 2 Terms of Reference for compliance assessments for which the fieldwork 
started in 2011. 

• Has received and analysed 4 final reports of "4 pillars" assessments launched in 2011. 
The final reports were analysed by the Directorate E and, when necessary, guidance 
was provided to the authorising officers with a view to sign contribution agreements 
and use joint management mode. 

This guidance included: 
• Meetings with operational Units to discuss the conclusions of the 4 Pillars 

institutional assessments. 

• Drafting texts/state of plays for briefing notes on 4 pillar requests, opportunity, 
and progress. 

• Drafting summaries of each pillar report and summarising conclusions. 

Directorate E also replied to technical queries from the Sub-Sahara African delegations 
concerning the launch of 4 pillars compliance assessments and provided guidance. 
Every year, DEVCO issues a status report summarising all recommendations from all 
audits (IAS, IAC, European Court of Auditors, European Parliament and Council). This 
status report is attached to the Annual Activity Report of EuropeAid's Director General 
which provides a basis for his Declaration of Assurance. 
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Annex 11: Foliow-up to comments by the Court of Auditors 
Recommendations Commission reply 

Following this review and the findings and 
conclusions for 2010, the Court recommends that 
Europe Aid should finalise the following actions 
foreseen in its Action Plan: 

(a) Develop a key indicator for the estimated 
financial impact of residual errors after all ex-ante 
and ex-post controls have been implemented 

(b) Assess the cost-effectiveness of the various 
controls, notably of the transactions ex-post 
control systems 

(c) Strengthen the effectiveness of project 
monitoring, including on-the-spot visits, on the 
basis of multiannual monitoring and evaluation 
plans 

(a) EnropeAid's work on the development of a 
methodology for estimating the residual error rate in the 
DG 's portfolio (once all controls have been executed) was 
launched as planned in 2010 and is continuing on 
schedule in 2011. The methodology was approved in 
March 2011 and a pilot study was launched in May 2011 
to test it and to elaborate a detailed work program for its 
fidi implementation. 

(b) The Commission started work on the cost effectiveness 
of controls within a wider review of EuropeAid's control 
strategy in 2010. This work will be reviewed and 
relaunched in 2011/2012 in the context of the final 
outcome of the current revision of the Financial 
Regulation. 

(c) EuropeAid is planning to introduce multiannual 
monitoring and evaluation plans and strengthen 
monitoring guidance and reporting — notably in the 2011 
redesign of the External Assistance Management Reports 
(submitted hvice yearly by Delegations) and the new 
Programme and Project Cycle Management Guidelines. 

The Court also recommends that EuropeAid 
should: 
(a) review the reliability of certificates from 

external supervisors, audits and expenditure 
verifications 

(b) introduce management information systems 
which allow the Director General and the Heads of 
Delegation to better monitor the follow-up of 
results from on-the-spot visits, external audits and 
expenditure verifications (see paragraph 42); 

(c) link the CRIS Audit and CRIS Recovery 
Orders information systems 

(d) continue its efforts to ensure that data are 
recorded in an accurate, comprehensive and timely 
manner in the CRIS information system 

(a) Commission staff does currently review certificates 
from external supervisors, audits and expenditure 
verifications in relation to their quality and reliability. In 
addition, in 2008 the Commission made technical audits 
mandatory on all works contracts above €15 million and 
later issued standard terms of reference. Technical audits 
cover the full life cycle of the project from design to 
implementation including verification of supervisors ' 
certificates. The full benefits of these changes were not 
necessarily yet visible in 2010. The Commission is 
currently also reflecting on possible mechanisms to raise 
the quality of expenditure verifications contracted by 
beneficiaries. 

(b) The Commission is developing management 
information systems (notably vìa a new web-based 
delegation reporting system) allowing management to 
better monitor the operational and financial management 
data available from the field. 

See also reply previous paragraph (c). 

c) EuropeAid expects the system modules for processing of 
audit results and for establishing recovery orders to be 
linked in the management information system (CRTS) by 
the close of 2011. 

(d) EuropeAid will pursue the significant efforts launched 
in 2009 to improve the quality of data entry. Major 
reviews of the contracts and audit modules of the 
management information system (CRIS) have been 
initiated in 2010/2011 with this in mind. 
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As regards budget support, the Court recommends 
that EuropeAid should: 

(a) Ensure that Delegations consistently apply the 
new format and scheme for Delegations' annual 
reporting on reforms of public finance 
management systems in recipient countries so as to 
provide a structured and formalised demonstration 
of public finance management progress 

(b) Promote through policy dialogue the setting of 
clear assessment frameworks in recipient 
countries' reform programmes on public finance 
management 

(a) The Commission will ensure that the revised format is 
rigorously applied in order to imderpin its structured and 
formalised approach to assessing progress in public 
finance management. 

(b) The Commission recognises the importance of 
establishing clear assessment frameworks for 
beneficiaries ' public finance management reform 
strategies from the outset of its budget support operations. 
This approach will be underpinned by regular policy 
dialogue with the relevant authorities. 
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